
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 30 June 2021

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

inception (p.a.)

Price Return 0.52% 3.66% -1.35% 3.01% - - -3.72%

Income Return 0.40% 1.25% 2.89% 5.37% - - 5.17%

Total Return +0.92% +4.91% +1.54% +8.38% - - +1.45%

Benchmark 1.29% 4.52% -0.73% 2.28% 4.65% 3.79% -3.41%

Value Add -0.37% +0.39% +2.27% +6.10% - - +4.86%

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 98

Number of issuers 60

Modified Duration (yrs) 5.46

Yield to Maturity (%) 5.00

Running Yield (%) 4.65

Weight of top 10 issuers (%) 50.7

Credit Rating Profile BB+

Time to Maturity (yrs) 7.62

Top Holding Weight (%) 3.87

Investment Grade (%) 45.56

1. As at 30 June 2021.
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Monthly Dividends History (CPU) 

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

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

- - - - - - - 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 returned 0.92% in June, underperforming its benchmark by 0.37%. The fund has outpaced the benchmark for the 
calendar-year-to-date, returning 1.54% whereas the benchmark has fallen 0.73%. The outlook for emerging markets debt is 
positive and about 60% of the fund remains in in local currency bonds.   We continue to favour China, Brazil, Mexico, South 
Africa, Chile, Indonesia, Hungary, and Colombia. We continue to have no exposure to Turkey and Russia. 

Emerging markets local-currency debt underperformed emerging markets hard currency debt in June due to a combination 
of a more-hawkish-than-expected Fed and concerns over the COVID delta variant impacting economic activity in emerging 
markets. The markets has overstated both developments relative to the ongoing underlying trends supporting emerging 
markets. 

On the Fed, if rising rates reflect rising final demand, emerging markets debt performs well. On COVID, we do not see adverse 
economic or asset price outcomes in many of the countries that are vulnerable, many are not going to implement lockdowns, 
nor can they afford further fiscal stimulus, so immunity will have to come via a more tragic path. Some countries that ‘best’ 
exemplify this resilience in the face of a ‘hawkish’ Fed and rising COVID infections are South Africa and Mexico, both long 
longstanding overweights in the portfolio.  These countries have outperformed other local currency markets this year despite 
their bad outcomes on COVID. It is not clear why bond markets with 6% to 8% yields (such as Mexico’s), or 8% to10% yields 
(such as South Africa’s) are supposed to be so correlated with rate hikes (expected in two years) from a US with 1.5% 10-year 
rates especially when their central banks are being proactive. Put another way, fears of Fed hikes can defeat emerging markets 
for a month or a quarter, but over time, the rate differential wins. If you have improvement in fundamentals, as we expect, 
you can see a lot more than higher rates, and we continue to see significant upside risks to emerging markets currencies. For 
example, ZAR/USD is up over 3% this year, and we have owned bonds that were yielding just below 10% at the start of the 
year. MXN/USD is flat for the year, but the ‘carry’ has been around 7%. Both countries have seen improved fiscal accounts this 
year, which would be good on its own, and both are underlining their orthodoxy by not responding to current COVID waves 
with new spending initiatives. Both countries have seen strong external accounts this year, due to a combination of strong 
terms-of-trade improvements (export prices up relative to import prices) and weaker import demand due to COVID.

The ongoing underlying trends supporting emerging markets include global growth broadening, first from China, now from the 
US, and soon from Europe and the rest of the world. This growth is happening at the same time the emerging markets universe 
has more-than-met the Fed’s expected interest rate hikes and is seeing improved fiscal outlooks (revenues are rising faster than 
expected). On top of that, emerging markets have extremely resilient external accounts, which have been the primary or only, 
cause of serious setbacks in decades past. As referred to above, many emerging markets’ central banks have already started 
rate-hiking cycles and to date EMFX has not match the rise in commodity prices as they have tended to do in the past.   

The latest example of an emerging market sticking with its script of orthodoxy is Mexico, a stalwart in our portfolio. The central 
bank surprised markets with an unexpected 25 basis points rate hike. The policy rate is now 4.25%.The decision was followed 
by an interview with Mexican President Lopez-Obrador’s pick to be the next central bank Governor, in which he emphasised 
the central bank’s sole mandate to control inflation. Mexico is underlining the orthodoxy that characterises policy, in our 
opinion. We have noted before that attempts to harness central bank power to achieve growth objectives often elicits adverse 
responses from ordinary and poor Mexicans because they remember the inflation and banking crises that can emanate, and 
they suffered the most from it. It will take a lot to fool Mexicans twice, we think. Mexico is also seeing improved fiscal accounts, 
the latest snippet shows YTD (through end-May) revenues up 6.7% YoY, while spending is up 4.0% YoY, this is almost unheard 
of in developed markets. The country continues to have strong external accounts, with its current account surplus running at 
about 0.4% of GDP, again compare this to developed markets. MXN was a relative winner in June (and YTD), because of this, 
and there are many more like it in emerging markets. 

Summary

• The VanEck Emerging Income Opportunities Active ETF (Managed Fund) (EBND) rose 0.92% in June 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 1.29%.

• Top five country exposures are currently in Brazil, South Africa, Columbia, Mexico and China.

• A combination of the Fed seeming more willing to let rates rise to contain ‘real’ inflation and concerns over the COVID delta
variant impacting economic activity in emerging markets hit Emerging Markets local-currency debt more than emerging
markets hard currency debt in June.

• The markets has overstated both developments relative to the ongoing underlying trends supporting emerging markets.
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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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Portfolio changes

The changes to our top positions are summarised below. 

• We increased our local currency exposure in Peru and Colombia. In Peru the presidential elections result hit asset prices
as President-elect Castillo leans far left and the market started to price in more populist policies. However, Castillo and his
advisors made a number of statements about preserving Peru’s institutional integrity, and this includes publicly supporting
the central bank governor’s second term, which is positive. We keep our eyes open, but local bond valuations looked more
attractive against this backdrop (top valuation bucket), improving the country’s technical and policy test scores. In regards
to Colombia, the currency failed to rally with higher oil prices due to the local unrest and the government’s inability to
pass promised tax reform. In addition, the market started to price rating downgrades, which have since materialised. With
Colombia’s move to sub-investment grade already behind us, further downside appears to be limited, and the country’s
technical and policy test scores should start improving.

• We also increased our local currency exposure in Poland. This continues the theme that encouraged us to make a move several
months ago. The country is rebounding fast, it is the largest emerging markets beneficiary of the European Union recovery
funds, and the hawkish rebellion in the central bank is growing stronger by the day. In terms of our investment process, the
technical and economic test scores for the country keep improving.

• Against this, we reduced our local currency exposure in China and Uruguay. Local valuations in both countries tightened in 
the past few weeks. Uruguay’s bonds dropped from the top initial allocation bucket to the third bucket. In the case of China, 
from bucket #1 to bucket #4, with zero model-implied allocation. The technical test scores for both countries deteriorated in
tandem. We decided to take partial profits and employ the funds elsewhere.

• We sold our hard currency sovereign exposure in Laos. At the end of June, the government announced that it would redeem
the Eurobond in full when it matured on 30 June. This gave an extra boost to the bond’s price at the final stretch – and we bid
it farewell after a very good ride.




