
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.

Performance as at 31 December 2021

1 month 3 months 6 months 1 year 3 years (p.a.) 5 years (p.a.)
Since EBND 

inception (p.a.)

Price Return 0.14% -2.89% -4.62% -5.91% - - -5.15%

Income Return 0.00% 1.03% 2.17% 4.96% - - 4.89%

Total Return +0.14% -1.86% -2.45% -0.95% - - -0.26%

Benchmark 0.18% -1.85% -1.88% -2.60% 2.96% 3.45% -3.49%

Value Add -0.04% -0.01% -0.57% +1.65% - - +3.23%

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 December 2015. 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.
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Key benefits

Emerging market income opportunities: Emerging markets 
bonds generally pay higher interest than developed markets 
bonds offering investors an opportunity to broaden their income 
horizon with elevated risk.

Active management: An actively managed benchmark-unaware 
approach that makes high conviction investments.

Target yield of 5% per annum: Income from investing in 
emerging markets government, semi-government and corporate 
bonds that provides an attractive addition for investors’ growing 
income needs.

Key risks

An investment in the Fund carries risks associated with: 
emerging markets bonds and currencies, bond markets 
generally, interest rate movements, issuer default, currency 
hedging, credit ratings, country and issuer concentration, 
liquidity and fund manager and fund operations. See the PDS 
for details.

Fundamentals1

Number of constituents 151

Number of issuers 93

Modified Duration (yrs) 6.51

Yield to Maturity (%) 5.56

Running Yield (%) 5.33

Weight of top 10 issuers (%) 30.8

Credit Rating Profile BB+

Time to Maturity (yrs) 10.14

Top Holding Weight (%) 3.40

Investment Grade (%) 43.10

1. As at 31 December 2021.
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Monthly Dividends History (CPU) 

Financial  
Year Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun YTD

2022 4.5 4.5 4.5 5.5 6 5 - - - - - - 30.0

2021 5 5 5 5 5 5 5 4.5 4.5 4.5 4.5 4.5 57.5

2020 - - - - - - - 2.5 5 5 5 5 22.5

Source: VanEck. Past dividends are no indicators of future dividends. CPU is Cents per Unit. Since EBND inception, 11th February 2020.
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Market and Portfolio commentary

EBND rose 0.14% in December, underperforming its benchmark by 0.04%. The fund has outpaced the benchmark for the twelve 
months ending 31 December 2021, returning -0.95% while the benchmark has fallen 2.60%. During the month we maintained our 
defensive position in emerging market debt.  

As we enter 2022 we expect the US Federal Reserve (Fed) tightening to push up the entire yield curve, this will be the key initial 
asset-price driver. Most importantly, according to recent Fed minutes, the asset-purchase taper might be brought forward by 
several quarters. There is some wariness in using rates, as this could flatten the yield curve. Instead, liquidity reduction can allow 
long-end rates to rise more than front-end rates, resulting in a steeper curve which theoretically reflects a positive growth outlook 

We also expect that the collapse in popular support for the Democrats to be a market risk. Should fiscal stimulus be needed by 
the market, perhaps as a result of Fed tightening, we do not expect it to materialise. This translates into a risk of a clash between 
an inflation-focused Fed and any need for stimulus in the future. Thus, the onus will fall on the Fed and its focus on inflation, and 
how quickly it can pivot back. Given this scenario, we expect some volatility and uncertainty ahead. 

Despite these headwinds, we think there are three key reasons to be bullish on EM debt. First, their ability to repay US dollar-
denominated liabilities is strong. Many EM economies’ run current account surpluses. Many are even net creditors. Most EMs 
also have strong US dollar credit quality. Second, EM spreads are at the wide-end of their historical ranges. The only other times 
they have been wider have been during the Global Financial Crisis and COVID-19 pandemic. EM High Yield (HY) spreads are 
especially wide compared to EM Investment Grade (IG) spreads.  And third, there are a number of uncorrelated and bonds with 
wide-spreads that can potentially perform.

Summary

• The VanEck Emerging Income Opportunities Active ETF (Managed Fund) (EBND) returned 0.14% in December marginally
underperforming the 50% J.P. Morgan Emerging Market Bond Index Global Diversified Hedged AUD and 50% J.P. Morgan
Government Bond-Emerging Market Index Global Diversified Index which rose 0.18%. We remain overweight hard currency,
which we hedge back to Australian dollars.  The majority of the fund’s underperformance is because of this position.

• Top five country exposures are currently in Brazil, Malaysia, Mexico, Saudi Arabia and South Africa.

• We are positioned more defensively on emerging markets debt, with roughly 75% of the fund in hard currency.

• There are three key reasons to be bullish on emerging market (EM) debt into 2022:
1. Their ability to repay US dollar-denominated liabilities is strong;
2. They have cheapened recently, and are at an attractive entry point; and 
3. There are a number of uncorrelated and bonds with wide-spreads that can potentially perform.

Portfolio changes

The changes to our top positions are summarised below. 

• We increased our local currency exposure in Malaysia and Zambia. Malaysia’s very sizeable trade surplus and benign inflation 
outlook create a desirable combination of large FX inflows and little pressure to engage in aggressive policy tightening, despite
improving domestic activity. The consensus expects the central bank to stay on hold for most of 2022. We also just learned
that Intel, the US chipmaker, intends to invest US$7billion in a new facility in Malaysia, a boon for domestic activity and export 
revenues. In terms of our investment process, this improved the country’s economic test score. The key driver in Zambia was
the government’s ability to reach a staff-level agreement with the IMF for a 3-year programme. This means a prospect of fresh
disbursements, but also more progress on structural issues, which the country needs to support the recovery and assure debt
sustainability. Having an IMF programme is also a key prerequisite for future rating upgrades. These factors significantly improved
the policy test score for the country.
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Important notice:
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.
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• We also increased our hard currency sovereign exposure in Egypt and Ghana. Egypt’s credit has underperformed in the year-
end sell off despite a relatively stable macro outlook. This underperformance reflected concerns about potential capital outflows,
given large non-resident participation in the domestic government debt market. As for Ghana, sovereign valuations have started
to look attractive, albeit we remain cognisant about persisting fiscal risks and monitor them closely. In terms of our investment
process, these factors improved the technical test scores for Egypt and Ghana.

• We reduced our hard currency corporate exposure in China by taking profits on some higher rated real estate developers,
which rallied after authorities started to fine-tune the sectoral policy by removing some restrictions. The general policy stance also 
turned more accommodative, as witnessed by several targeted measures, and a 50bps cut in the reserve requirements for banks.
Even though these developments improved the policy test score for the country, the subsequent rally worsened the technical test
score for the bonds in our portfolio.

• We also reduced local exposure in Peru and hard currency sovereign exposure in Hungary. The main driver in Hungary was a 
low spread-to-yield ratio for the bonds that we held. This increased our duration risks in case the US Federal Reserve turns more
hawkish. In terms of our investment process, this worsened the technical test score for the country. We had multiple concerns in
Peru. Inflation keeps surprising to the upside, which means more pressure on the central bank to frontload rate hikes. The current
cabinet lineup does not look very certain, including some key ministries such as Ministry of Finance. We also keep hearing that
President Castillo wants to introduce changes in the constitution. In terms of our investment process, this worsened the economic
and policy test scores for the country.




