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In the first quarter of 2021, Carmignac Sécurité 1 withstood the headwinds buffeting the
fixed-income market, returning +0.30% as of end-March 2021 compared to a negative
performance of -0.24% for its reference indicator2. A flexible investment approach and
cautious portfolio construction enabled us to take rising yields in our stride.

The Bond Market Today
A combination of continued monetary-policy easing, expansionary fiscal policies (even more so
since the Democrats gained control of the US Senate) and the ramp-up of vaccination campaigns
(with the possible exception of the eurozone) understandably pushed nominal yields up,
especially on longer-dated bonds (leading to a steeper yield curve). That trend was
particularly pronounced in the countries that have made the most progress in terms
of re-opening and massively boosting the economy – meaning the US and the UK
among core countries.
Though core eurozone interest rates followed suit (e.g., the yield on Germany’s 10-year paper
went from –0.55% to –0.29% over the first quarter of 2021), the upward trend was muted by
the region’s slower vaccine rollout and delayed re-opening of the economy . Spreads
within the currency bloc initially continued to narrow. As bond investors were encouraged by the
appointment of Mario Draghi to head the government in Rome, the 10-year spread on Italian
bonds in relation to German bonds hit a low of 90 basis points, before stabilising at the end of the
period. But the spread compression was too small to offset in full the uptick in core
interest rates, with the result that the upward movement pretty much extended to
rates across the eurozone.
The central banks nonetheless kept a level head. While for the most part reiterating their
commitment to highly dovish policies (stressing that their economies were still far from reaching
their inflation and full-employment targets), they showed they were rather at ease with the trend
towards rising interest rates. This led to a welcome increase in inflation expectations and higher
economic growth.

Source: Bloomberg, 16/03/2020

In corporate credit (excluding banks), primary issues exceeded the €100 billion mark,
making this the third busiest quarter ever recorded in the euro market . Most of it had
longer maturities, given the abundant short-term liquidity being provided by the ECB. In another
development reflecting continuity with the preceding quarters, issuance of ESG bonds with a
variety of labels (green, sustainable, SRI, etc.) rose sharply in the first quarter. In this case too,
even though spreads tightened over the period (particularly in the sectors hardesthit by the pandemic), it wasn’t enough to offset the increase in the risk-free rate.
All in all, the bond market was down significantly in the quarter except in the high-yield space,
which have a lower sensitivity to interest rate risk and higher spreads that better cushioned the
rise in rates.

Portfolio Allocation
We continued throughout the quarter to adjust the Carmignac Sécurité portfolio to this new state
of play. In January, we maintained or even stepped up our short positions in corecountry sovereigns . We primarily sold bonds from countries further along in the economic
recovery (e.g., the US, the UK and Norway), as well as from the Czech Republic and Poland in
Eastern Europe. Then, in late February, we reduced our duration in countries on the
eurozone periphery, most significantly by cutting our exposure to Italy. We also
scaled back our corporate-bond holdings in terms of both weight in our portfolio and
duration, though at the end of March our investments in that space picked up mildly as rising
yields created new carry opportunities. We ended the quarter with total modified duration
of 1 (down from 2 at the start of the year), due to our continued bullish expectations for the
economy, which will likely prove detrimental to fixed income.

Source : Carmignac, 09/04/2021
*Include derivatives

Outlook
In the months to come, we plan to stick with a portfolio construction that generated
positive performance in the first three months of 2021. The bulk of our government-bond
shorts may well shift from the US and UK to the eurozone, which we believe will catch up in terms
of yields as the bloc catches up in vaccination rates and the re-opening of the economy.
We are hewing to our cautious stance on credit , particularly on the long end of the yield
curve where the spreads on offer struggle to offset rising interest rates. However, the high
dispersion that characterises the fixed-income market still offers actively managed
funds like Carmignac Sécurité opportunities to find investments with real added
value.

Carmignac Sécurité

Flexible, low duration solution to challenging European markets
●

Low duration euro fixed income Fund.

●

Flexible and active approach with a modified duration range from -3 to +4

●

Limited exposure to credit risk with a minimum average rating of investment grade.
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Source : Carmignac at 29/10/2021

1 Carmignac Sécurité A EUR Acc (ISIN: FR0010149120).
Pa st pe r for ma nce is not ne ce ssa r ily indica t iv e of fut ur e pe r for ma nce . The r e t ur n ma y incr e a se or de cr e a se a s
a r e sult of cur r e ncy fluct ua t ions. The por t folios of Ca r migna c funds ma y cha nge w it hout pr e v ious not ice .
Pe r for ma nce s a r e ne t of fe e s (e x cluding possible e nt r a nce fe e s cha r ge d by t he dist r ibut or ). A nnua lize d
pe r for ma nce a s of 3 1 /0 3 /2 0 2 1 .
2 Reference indicator: ICE BofA ML 1-3 Y Euro All Government Index (EUR). Since 31/12/1998 (Date of creation of the Euro and the
Euro MTS 1-3 years index). Until 31 December 2020, the reference indicator was the Euro MTS 1-3 years. Performances are
presented using the chaining method.
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Main risks of the Fund

INTEREST RATE: Interest rate risk results in a decline in the net asset value in the
event of changes in interest rates.
CREDIT: Credit risk is the risk that the issuer may default.
RISK OF CAPITAL LOSS: The portfolio does not guarantee or protect the capital
invested. Capital loss occurs when a unit is sold at a lower price than that paid at the
time of purchase.
CURRENCY: Currency risk is linked to exposure to a currency other than the
Fund’s valuation currency, either through direct investment or the use of forward
financial instruments.
The Fund presents a risk of loss of capital.

This document is intended for professional clients. This is an advertising document. This document may not be reproduced, in whole or in part, without prior authorisation from the management
company. This document does not constitute a subscription offer, nor does it constitute investment advice. The Management Company can cease promotion in your country anytime. Investors
have access to a summary of their rights in French, English, German, Dutch, Spanish, Italian on the following link:https://www.carmignac.com/en_US. Carmignac Portfolio refers to the sub-funds of
Carmignac Portfolio SICAV, an investment company under Luxembourg law, conforming to the UCITS Directive. The Funds are common funds in contractual form (FCP) conforming to the UCITS
Directive under French law.The return may increase or decrease as a result of currency fluctuations, for the shares which are not currency-hedged. The French investment funds (fonds commun
de placement or FCP) are common funds in contractual form (FCP) conforming to the UCITS Directive under French law. Reference to certain securities and financial instruments is for illustrative
purposes to highlight stocks that are or have been included in the portfolios of funds in the Carmignac range. This is not intended to promote direct investment in those instruments, nor does it
constitute investment advice. The Management Company is not subject to prohibition on trading in these instruments prior to issuing any communication. The portfolios of Carmignac funds may
change without previous notice. Access to the Fund may be subject to restrictions with regard to certain persons or countries. The Fund is not registered in North America, in South America, in
Asia nor is it registered in Japan. The Funds are registered in Singapore as restricted foreign scheme (for professional clients only). The Fund has not been registered under the US Securities Act
of 1933. The Fund may not be offered or sold, directly or indirectly, for the benefit or on behalf of a "U.S. person", according to the definition of the US Regulation S and/or FATCA. The Fund
presents a risk of loss of capital. The risks and fees are described in the KIID (Key Investor Information Document). The Fund's prospectus, KIIDs and annual reports are available at
www.carmignac.com, or upon request to the Management Company. The KIID must be made available to the subscriber prior to subscription. - In Switzerland, the Fund’s respective prospectuses,
KIIDs and annual reports are available at www.carmignac.ch, or through our representative in Switzerland, CACEIS (Switzerland) S.A., Route de Signy 35, CH-1260 Nyon. The paying agent is
CACEIS Bank, Paris, succursale de Nyon/Suisse, Route de Signy 35, 1260 Nyon. - In the United Kingdom, the Funds’ respective prospectuses, KIIDs and annual reports are available at
www.carmignac.co.uk, or upon request to the Management Company, or for the French Funds, at the offices of the Facilities Agent at BNP PARIBAS SECURITIES SERVICES, operating through its
branch in London: 55 Moorgate, London EC2R. This material was prepared by Carmignac Gestion and/or Carmignac Gestion Luxembourg and is being distributed in the UK by Carmignac Gestion
Luxembourg UK Branch (Registered in England and Wales with number FC031103, CSSF agreement of 10/06/2013). - In Spain: Carmignac Patrimoine is registered with Comisión Nacional del
Mercado de Valores de España (CNMV) under number 386, Carmignac Investissement under number 385, Carmignac Sécurité under number 395, Carmignac Emergents under number 387 and
Carmignac Portfolio under number 392.

