
A retrospective view on the first half 
of 2020: a reflection of Axioma’s 

Investment Team 

Why fixed income?

Traditionally, fixed income investments have been

associated with low-return stemming from the low-risk

conservative approach to investments. We have

embraced the reliability of the bond coupons stream

and lower, relative to equity investments, volatility.

Fixed income hedge funds employ various strategies in

their quest for achieving absolute return: investing in

high-yield or emerging-markets-only bonds, short-

selling securities and making bets on interest rate

movements.

And what is our approach to fixed income?

We stick to our conservative strategy of maintaining a

vast geographical and industrial diversification with a

high proportion of investment-grade issuers. This

allows us to take leverage when market conditions are

favorable. This approach has proved successful

strategy in securing for our investors a reliable source

of income at a relatively low risk within the ever-

changing market environment. Does all this necessarily

come with a low return? Not at all. Since its inception,

Axioma Leveraged Bond Fund generated 9.3% per

annum return (as of 30.06.2020).

How did the Axioma Leveraged Bond Fund withstand

the March market correction?

We have witnessed an unprecedented crisis

subsequent the Covid-19 outbreak which led to a

massive sell-off on the markets. While some market

participants were driven to bankruptcy and others

were licking their wounds, our Fund has had a sharp V-

shaped recovery and has brought a return of 8.1% for

the first half of 2020.

By the end of 2019 valuations were very high in our

view, so we switched to a more conservative

approach: low proportion of high-yield positions (appr.

40%), moderate duration (5 years) and no leverage.

Consequently, our fund was prepared for the crisis and

our conservative approach has contributed to a much

faster rebound from the March low.

• Pure luck or a well-defined strategy?

We have used the same strategy as with previous

market corrections (2016, 2018) witnessed by our Fund

since its inception. And that has proved effective once

again. At the time when there were only sellers on the

market, we grabbed the opportunity and picked up

investment-grade bonds of solid companies from

sectors which were hit hardest by the oil crisis and

government lockdown measures. We did this by

increasing our leverage to up to 50%, thanks to the

high credit quality, diversified structure and moderate

duration of our portfolio. We did not make risky bets

and only acquired high-conviction bonds. These

acquisitions were done at low refinancing costs and

they brought a significant additional return to our

fund. The intervention of central banks and

governments worldwide have helped markets to return

to normal functioning and economies to start their

recovery. The bonds we acquired have been the first

to recover.

• In short…

After a stunning 14.8% performance in 2019, 2020 has

been a proof year for us and many other asset

managers as well. Having registered -8.9% for 1Q20,

our Fund has promptly rebound and posted 8.1% for

1H20, outperforming a vast majority of its peers and

most fixed-income indices. There is no magic in it -

only hard-work, no-panic approach and the strive to

deliver results to our clients.
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Disclaimer

These materials shall be used for the purposes of distribution only within the limits stipulated by provisions of applicable law. This document and/or information
contained herein, are not and shall not be deemed as an offer, invitation for offers of purchase and sales of any securities or any other financial instruments. Data
contained herein is of informational nature only. Description of any company or foundation, or their securities, markets or any events mentioned herein, do not
pretend to be complete. These materials and/or information shall not be considered by the receiving parties as a substitution for own decision, nor concern any
investment strategies, financial state or any certain receiving party’s needs. Information and opinions contained herein were prepared or expressed on the basis of
information received from the sources deemed to be reliable. Such information was not checked by independent experts and no assurances nor guarantees, direct
or indirect, may be given in respect of accuracy, completeness or reliability thereof. All such information and opinions may be changed without prior notice, and
AXIOMA Wealth Management AG shall not be obliged to maintain information contained herein or in any other source in current state. Some statements contained
herein are predictive. Such predictive statements may be determined via application of such words and expressions as “we think”, “we expect”, “may”, “we
intend”, “will be”, “shall be/must” or “it is expected” (whether affirmative or negative form, or any derivatives, other similar terms/definitions or strategy). No
warranties shall be given in respect of the fact that any prospect results mentioned in predictive statements will be achieved. Such statements are subject to
risks, uncertainties and other factors which may lead to the situation when actual results will considerably differ from prospect results expressed in such
predictive statements, whether directly or indirectly. One should not rely on the opinion that recommendations will be profitable in the future or will correspond
to the profitability level of securities mentioned herein. While analyzing data concerning previous results contained herein, prospect investors shall take onto
account that previous results may not inevitably reflect future results, and no warranty may be given that similar results will be achieved in the future. Neither
AXIOMA Wealth Management AG, nor any affiliated persons, directors, employees or agents shall not be liable for any direct or indirect damages or losses, which
may result from the use of information contained herein (in whole or any part thereof). Information contained herein may not be reproduced, distributed or
printed, in whole or in any part thereof, whatever purposes may be, without prior written consent. AXIOMA Wealth Management AG shall not be liable for any
third persons‘ actions which may be executed in connection herewith.
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We hope you will find this information useful and we will be glad to answer your questions
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