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Investment Objective: EBND aims to provide investors with a globally diversified portfolio of bonds and currencies in emerging 
markets. The fund aims to provide total investment returns, measured over the medium to long term in excess of the Benchmark. 
Benchmark: a blended index consisting of 50% J.P. Morgan Emerging Market Bond Index Global Diversified Hedged AUD and 
50% J.P. Morgan Government Bond-Emerging Market Index Global Diversified.

Benchmark is 50% J.P. Morgan Emerging Market Bond Index Global Diversified Hedged AUD and 50% J.P. Morgan Government Bond Emerging Market Index Global 
Diversified. The table above shows past performance of the Fund from its Inception Date and of the Benchmark from 31-Dec-15. Results are calculated to the last business day 
of the month and assume immediate reinvestment of distributions. Fund results are net of management fees and costs, but before brokerage fees or bid/ask spreads incurred 
when investors buy/sell on the ASX. Returns for periods longer than one year are annualised. Past performance is not a reliable indicator of current or future performance 
which may be lower or higher.

Number of constituents 54

Number of issuers 27

Modified Duration (yrs) 6.35

Yield to Maturity 8.00%

Running Yield 8.14%

Weight of top 10 issuers 67.5%

Credit Rating Profile BB-

Time to Maturity (yrs) 12.06

Top Holding Weight 5.06%

Investment Grade (%) 27.88%

 1 - As at 31 May 2020

Performance as at 31 May 2020

Fundamentals1

VanEck Emerging Income Opportunities Active ETF (Managed Fund)        ASX Code: EBND

Summary

•  VanEck Emerging Income Opportunities Active ETF (Managed 
Fund) (EBND) outperformed in May by 461bps.

•  Outperformance was driven by holdings in Angola, Mexico, 
Argentina, Indonesia and South Africa as panic selling abated and 
there were positive country-specific developments.

•  Top five country exposures are currently in Indonesia, Argentina, 
Mexico, South Africa and Uruguay.

•  We remain optimistic and the fund has benefited from the 
opportunity created by the liquidity crisis in March, when we 
increased the exposure to Mexico and Angola and reduced the more 
defensive local currency exposures (such as Czech Republic and 
Thailand).

•  Rebounding growth data out of China and the stronger than 
anticipated employment data in the US, point to a sharper economic 
recovery than the market had been pricing and is supportive of a 
bullish EM bond market.

1 month 3 months 6 months 1 year 3 years 
(p.a.)

5 years 
(p.a.)

Since EBND 
inception 

(p.a.)

Price return 8.94% -10.57% -- -- -- -- -11.01%

Income return 0.52% 1.33% -- -- -- -- 1.52%

Total return 9.46% -9.24% -- -- -- -- -9.49%

Benchmark 4.85% -6.50% -3.48% 2.51% 3.36% -- -6.94%

Value Add +4.61% -2.74% -- -- -- -- -2.55%
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Market and Portfolio commentary 
 
 VanEck Emerging Income Opportunities Active ETF (Managed Fund) (EBND) outperformed in May. Overall, Angola (in US 

dollars), Mexico (in local currency), Argentina (in US dollars, Indonesia (in local currency), and South Africa (in local currency) 

were the key contributors to the fund’s outperformance. The performance of these countries pointed to, a reversal of the March 

liquidity panic, and country-specific developments. 

Angola rallied because it was oversold in March by panic sellers, combined with a very supportive official lending community. 

Argentina’s rally was also set up by panic-driven prices, as well as improved negotiations with creditors. These key positive 

developments were consistent with our positioning. The market started seeing a sovereign that was negotiating with creditors, 

rather than one presenting “all-or-none” proposals. In particular, the government made a formal counter-offer to a key creditor 

group, and extended its deadline for negotiations. More specific developments included the government’s openness to paying 

overdue interest, as well as news reports distancing President Fernandez from his debt negotiator, Economy Minister Guzman. 

The President sees the economic cost of a disorderly default as far higher than any savings. Mexico, Indonesia and South Africa 

were up too because they fell too much in March and they also benefited from country-specific positives (such as high real 

interest rates) that our investment process is designed to capture.

We remain optimistic, still seeing more opportunity created by the liquidity crisis in March.  We think emerging markets (EM) 

have the same basic fundamentals that made them perform and attract inflows post-GFC. Lower leverage, and higher real 

interest rates continue to characterize EMs relative to developed markets (DM). DMs are implementing even more stimulus in 

response to the current crisis than they did during the GFC. In contrast to EMs, DMs have even more leverage and lower interest 

rates, forcing them into more fiscal and monetary experimentation and supply. We think this money will flow to EM bonds, as 

happened post-GFC. Much of the DM stimulus for this current crisis is also aimed specifically at stabilising EMs. We see a great 

number of EM bonds being sold at prices reflecting a liquidity crisis. As economies stabilise and as COVID-19 eventually abates, 

there is dramatic upside in a number of situations.

China’s rebounding growth data and better US employment figures point to a sharper economic recovery than the market has 

been pricing. These factors, combined with recent EM bond market and EBND’s performance, strengthen a bullish thesis for 

emerging market bonds. As the first to suffer from COVID-19, China’s policy response is key to watch. During the National 

People’s Conference, the government dropped its official growth target, although a binding employment target was created (9 

million new urban jobs). Fiscal stimulus was promised, but at roughly 3.5% (currently) it looks prudent. Total social financing 

is set to grow “significantly”, giving a green light for more rate cuts. Through this, China’s latest activity gauges (Purchasing 

Managers Indices, or PMIs) point to an uneven recovery that faces strong global headwinds. The official manufacturing PMI 

remained expansionary (50.6), but undershot consensus, while new export orders PMI was outright contractionary (35.3). At 

the same time, the services PMI continued to improve (55.0), and the Caixin manufacturing PMI – which has a larger share of 

small privately-owned companies – returned to expansion territory (50.7). So green shoots are clearly there, but they will require 

policy support for quite some time – especially as the trade deal with the US is once again under threat. 

We ended May with a running yield of 8.3%, duration of 6.5, and roughly 40% in local currency. Our largest exposures 

continue to be in Indonesia (local currency), Argentina (US dollar), Mexico (local currency), Ukraine (US dollar and local 

currency), and South Africa (local currency). In May, as in April, our changes were minor and country-specific, consistent with 

our impression that selectivity is driving alpha. 
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Portfolio changes

The changes to our top positions are summarised below. 

•  Our largest positions are currently in: Indonesia, Argentina, Mexico, South Africa and Uruguay. In almost all cases the 

increase in exposures were from price appreciation.

•  We increased our hard currency sovereign exposure in Argentina. Most of the increase in the fund’s exposure, though, was 

due to price appreciation, as the government improved its debt restructuring offer and extended the deadline to finalise the 

negotiation process.  This was well-received by the market. 

•  We also increased our local and hard currency quasi-sovereign exposure in Mexico. We bought a quasi-sovereign bond 

because the spread to the sovereign looked attractive, given the direct support from the government (which might increase 

further in the coming weeks). In terms of our investment process, this improved the bond’s technical and policy test scores. The 

change in our local bond holdings was due solely to price appreciation. 

•  Finally, our hard currency sovereign exposure in Angola, entirely due to price appreciation. 

•  Against these, we reduced our hard currency sovereign exposure in Azerbaijan. The bond’s spread-to-yield ratio was among 

the lowest in the portfolio – which means that it is driven more by global developments rather than by idiosyncratic factors – and 

this worsened the technical test score for the bond. 

•  Our local currency exposure in Uruguay and the Dominican Republic also went down, but as a result of price changes. 
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Contact us
For more information visit

   vaneck.com.au

  02 8038 3300

    Vaneck-Australia

  Vaneck_au

   VanEckAus

Important notice: 

Disclaimer

This information is issued by VanEck Investments Limited ABN 22 146 596 116 AFSL 416755 as the responsible entity of the VanEck Emerging 
Income Opportunities Active ETF (Managed Fund) (‘EBND’). 
This is general information about financial products and not personal financial advice. It does not take into account any person’s individual 
objectives, financial situation or needs. Before making an investment decision, you should read the PDS and with the assistance of a financial 
adviser consider if it is appropriate for your circumstances. The PDS is available at www.vaneck.com.au or by calling 1300 68 38 37. 
EBND invests in emerging markets which have specific and heightened risks that are in addition to the typical risks associated with investing in 
the Australian bond market. The PDS contains details of the key risks.
No member of the VanEck group guarantees the repayment of capital, the payment of income, performance, or any particular rate of return 
from EBND.
Benchmark information has been obtained from sources believed to be reliable but J.P. Morgan and VanEck do not warrant its completeness or 
accuracy. The Benchmark is used with permission. The Benchmark information may not be copied, used, or distributed without J.P. Morgan’s 
prior written approval. Copyright 2020 JPMorgan Chase & Co. All rights reserved.
© 2020 Van Eck Associates Corporation. All rights reserved.


