
      
 
 

APR 2021 

CIMB 
PREFERRED 
INSIGHTS 

Key Highlights 
• Higher Yields. Current backdrop remains 

focused on higher bond yields. 

• Equities vs Fixed Income. We are overweight 
equities vs Fixed Income, and in particular EM 
AsiaPac ex Japan.  

• Opportunities. We explore some Unit Trust ideas 
that investors can consider for their portfolios: 

• United Global Durable Equities fund 
• Nikko AM Shenton Global Opportunities 

SGD 
• Schroders Asian Growth, Schroders 

Asian Equity 
• JP Morgan China A-Shares 

Opportunities Fund 
• Aviva Global High Yield Bond Fund 
• Blackrock China Bond Fund 
• United SGD Fund 

Current backdrop remains focused on higher bond 
yields. The push for higher bond yields has been 
driven by the increasingly upbeat global 
macroeconomic outlook, which has largely been 
driven by President Biden’s fiscal stimulus package.   

 

According to CIMB Treasury & Market Research, the 
UST curve will likely continue to steepen, though the 
yield increases may taper off in the longer term. Their 
forecast is for 10Y UST to hover above 1.5% before 
settling near 1.6% by 2Q2021, 1.8% at end of the year 
and to see to 1.9% in 1Q2022.  

Investors are likely to reduce duration, holding shorter 
tenure UST to limit losses and maintain spread against 
FFR (which is set to remain near zero), and pick up 
riskier assets as we progress through the rest of the 
year.  
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Source: CIMB Treasury & Market Research 

We are overweight on Equity as the economic 
recovery is steadier on supportive policy stimulus 
while global vaccination progresses to rebuild 
business & consumer confidence. This underpins a 
“risk on” tilt as corporate earnings improve further 
due to business resumption. Latest quarterly results 
have surprised on the upside and we believe 
earnings recovery shall bring valuations down to 
more reasonable ranges, a trend that is likely to 
continue.  

Within Equities, we remain positive on EM AsiaPac 
ex Japan as its valuations are relatively more 
attractive than DM Equities, while its economic 
fundamentals remain fairly resilient. Currency 
outlook is also fairly stable and authorities have 
more policy levers, underpinned by a strong China 
pace of growth. Within the region, we have an 
overweight on China equities.  

We remain neutral towards for Fixed Income due to 
an increased risk of short term correction on the 
back of significant additional fiscal stimulus and 
progress in Covid vaccinations, resulting in better 
risk appetite.  

Against the current backdrop, we believe 
Investment Grade corporate bonds still can offer 
regular income superior to near/sub-zero cash 
yields (although we recognize that the yields have 
been rising of late). Nonetheless, a steadier outlook 
and lower-for-longer policy rates are conducive for 
corporates to tap the bond market. Credit default 
risks are generally lower given QE programmes, 
better liquidity and credit conditions.  

We have raised our Underweight stance for High 
Yield to Neutral. The weights came from reducing 
from Neutral stance in Sovereigns to an 
Underweight position. This is in view of the current 
macro environment (improving on the back of 
vaccination progress) and the implications of a 
rising yields and inflation expectations.  

Portfolio Strategy & Ideas.  

Mutual Funds. Given our overweight stance on 
Equities, we believe actively managed global 
equity funds such as the United Global Durable 
Equities fund or Nikko AM Shenton Global 
Opportunities SGD can be considered in portfolio 
construction. 

For clients interested in an Asian focused theme, 
funds such as the Schroders Asian Growth, 
Schroders Asian Equity or the JP Morgan China A-
Shares Opportunities Fund can also be considered. 

For Fixed Income, we understand investors 
continued need for income. For those with the 
appropriate risk appetite and risk profile, we believe 
specific areas of the fixed income space do offer 
some yield pick-up opportunities. We highlight 
funds that invest in DM HY securities to complement 
existing DM bonds.  

China Government Bond Yield vs US Government 
Bond Yield (in blue) Movements 

 
Source: Bloomberg 

During the global fixed income selloff during Mar 21, 
yields on China 10-year bond yields were flat at 
3.25%, compared with the 15 bps jump in 10Y US 
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Treasury (approx. 1.55%). This in part reflects China’s 
status as the leading indicator of global economy 
as it was the 1st to emerge from the pandemic.  

We believe China’s fixed income market (both 
onshore and offshore) offers interesting long-term 
diversification opportunities. We focus on strategies 
that have the flexibility to position either onshore or 
offshore, and is therefore able to capture 
opportunities from any dislocations in either market. 
We look at funds that offer attractive yields with an 
average investment grade credit rating, low 
correlation between onshore and offshore credit 
markets allows the fund to generate alpha through 
asset allocation and issuer arbitrage. 

Finally, there are also options for those seeking SGD 
short duration bond exposure. Some strategies that 
investors can consider include Aviva Global High 
Yield Bond Fund, the Blackrock China Bond Fund and 
United SGD Fund. 

Remember to consider these risk factors before 
investing into your asset class of choice. 

Risk factors for Mutual Funds include 1) the fund 
manager may deviate from the stated investment 
policy/ guidelines; 2) resulting in style drift and 
underperforming the respective benchmarks. 3) 
Certain funds seek opportunities in areas which 
may be deemed higher risks (e.g country risks; in 
small or illiquid stocks; or in niche capital structures 
(contingent liabilities) or in riskier credit segments 
(i.e. in high yield) 

Risk factors for Single stocks include 1) company 
specific risk factors such as balance sheet strength, 
business outlook risks, earnings risks with the worst 
case likely being bankruptcy or delisting; 2) sector 
risks as the sector the company operate in may 
suffer from industry specific concerns like regulatory 
changes, policy changes, and sometimes 
catastrophe related; 3) market risks such as interest 
rates, inflation and politics may impact the 
valuation premium/ discount according to the 
equity market.  

Risk factors for individual bonds include 1) interest 
rate and inflation risk; 2) regulatory changes may 
impact the company’s outlook or affect the 
specific capital structures; 3) rating downgrade or 
worst case bankruptcy risks as issuer’s credit 
standing may deteriorate due to worsening of 
gearing and debt servicing abilities.   

Please speak to your relationship manager for more 
details.   
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Disclaimer

CIMB Bank Berhad, Singapore Branch has produced this publication/email/report/commentary for private circulation to CIMB 
Preferred Clients in Singapore only. This publication is being supplied to you strictly on the basis that it will remain confidential. No 
part of this report may be (i) copied, photocopied, duplicated, stored or reproduced in any form by any means or (ii) redistributed, 
published, circulated, reproduced or passed on, directly or indirectly, to any other person in whole or in part, for any purpose 
without the prior written consent of CIMB Bank Berhad, Singapore Branch.  

This publication/email/report/commentary has been prepared by CIMB Bank Berhad and/or its related and affiliated companies 
and/or any individuals connected with the aforementioned entities (hereinafter "CIMB") and is solely for information and discussion 
and information purposes only. This publication/email/report/commentary should not be construed as a recommendation, an offer 
to sell or a solicitation of an offer to buy or sell any securities, futures, options or other financial instruments or to provide any 
investment advice or services. CIMB is also not acting as an advisor or agent to any person to whom this report is directed in respect 
of its contents. A copy of the prospectus of each fund is available and may be obtained from the relevant fund manager or any of 
its approved distributors. Potential investors should read the prospectus for details on the relevant fund before deciding whether to 
subscribe for, or purchase units in the fund. The value of the units in the funds and the income accruing to the units, if any, may fall 
or rise. Please refer to the prospectus of the relevant fund for the name of the fund manager and the investment objectives of the 
fund.  

Whilst CIMB has taken all reasonable care to ensure that the information herein has been compiled from sources believed to be 
reliable and is not untrue or misleading at the time of publication, CIMB assumes no responsibility and makes no representations or 
warranties, of any kind, as to the accuracy or completeness of this publication/email/report/commentary and this 
publication/email/report/commentary does not purport to contain all the information that a recipient may require. CIMB makes no 
express or implied warranty as to the accuracy or completeness of any such information and opinion contained in this report. The 
information and any opinion contained in this publication/email/report/commentary are subject to change without notice. Neither 
CIMB nor any of its affiliates, advisers or representatives are obliged to update any such information subsequent to the date hereof. 
Any reference to a company, financial product or asset class is used for illustrative purposes and does not represent a 
recommendation in any way. The projections, valuations and statistical analyses herein may be based on subjective assessments 
and assumptions and may use one of many methodologies that produce different results and to the extent that they are based on 
historical information, they should not be relied upon as an accurate prediction of future performance. The price and value of any 
investments and indicative incomes herein contained may fluctuate either positively or negatively. It should be noted that 
investments in emerging markets are subject to increased levels of volatility than more established markets. Some of the reasons for 
this volatility relates to the respective economy, political climate, credit worthiness, currency and general market within that 
country. When investing in investments denominated in a foreign currency these transactions are also subject to fluctuation in 
exchange rates. 

Certain transactions mentioned in this material may give rise to substantial risks and may not be suitable for all recipients. Please 
refrain from acting on the information herein without first independently verifying its contents.  

This publication/email/report/commentary is intended for general circulation only. Nothing in this 
publication/email/report/commentary constitutes a representation that any recommendation herein is suitable or appropriate to a 
recipient's individual circumstances. This publication/email/report/commentary does not take into account the specific objectives, 
financial situation or particular needs of any recipient given that it is not possible for CIMB to have regard to the investment 
objectives, financial situation and particular needs of each person who reads this report. Before you make an investment, please 
consult your CIMB relationship manager regarding the suitability of any investment product based on your investment objectives, 
financial situation or needs. If you choose not to do so, you should consider whether the investment product is suitable for you. 
Please seek independent professional legal and financial advice as to the contents of this publication/email/report/commentary 
and the suitability of any investment product taking into account your specific investment objectives, financial situation or particular 
needs before you commit to purchasing a product. For the avoidance of doubt, the recipient of this 
publication/email/report/commentary should not treat such content as advice relating to legal, accounting, taxation, technical or 
investment matters. 

Neither CIMB nor any of their directors, employees or representatives accept any liability for any loss, damage, costs, charges or 
expenses of whatsoever nature and howsoever arising (including but not limited to direct, indirect, special or consequential loss or 
loss of profits or loss of opportunity) suffered by you or any third party in connection with the use of this 
publication/email/report/commentary or its content (including any error, omission or misstatement herein, even if CIMB has been 
advised of the possibility thereof). CIMB, its affiliates and its related companies do and seek to do business with the company(ies) 
covered in this publication/email/report/commentary and may from time to time act as market maker or have assumed an 
underwriting commitment in the securities or instruments mentioned in this publication/email/report/commentary and, together 
with its associates and related companies, their directors, officers, employees and/or agents, may have or take positions or other 
interests in, and may effect transactions in securities or instruments mentioned herein and may also perform or seek to perform 
broking, investment banking and other banking or financial services for the companies or issuers mentioned herein and the affiliates 
of such companies or issuers. 
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The views expressed in this report accurately reflect the personal views of the analyst(s) about the subject securities or issuers and no 
part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific 
recommendations(s) or view(s) in this publication/email/report/commentary. CIMB prohibits the analyst(s) who prepared this 
publication/email/report/commentary from receiving any compensation, incentive or bonus based on specific investment banking 
transactions or for providing a specific recommendation for, or view of, a particular company. However, the analyst(s) may receive 
compensation that is based on his/their coverage of company(ies) in the performance of his/their duties or the performance of 
his/their recommendations and the research personnel involved in the preparation of this publication/email/report/commentary 
may also participate in the solicitation of the businesses as described above.  

The authors of the report do not own any specific securities that are recommended (shares and bonds). However, they may own 
units of mutual funds but these are diversified in nature and do not benefit from the price movement from single securities. 

The authors are not privy to whether or not CIMB is involved in any relationship with any of the recommendations detailed in this 
report. 

In addition, any opinions or views of third parties in this report are those of the third parties identified, and not those of CIMB. CIMB 
may have alliances with product providers, for which we may receive a fee. Product providers may also receive a fee from 
investors. 

This publication/email/report/commentary is private and confidential and is for the addressee's attention only. This 
publication/email/report/commentary is intended for clients of the Preferred Banking Department of CIMB Bank Berhad, Singapore 
Branch only. If you are not the intended recipient and have received this publication/email/report/commentary, you may not use, 
copy or disseminate the information contained herein or hereto attached. Please also notify the sender/originator of the 
publication/email/report/commentary of the error and destroy the publication/email/report/commentary and/or delete the 
publication/email/report/commentary from your computer and system. We do not assure the security of information electronically 
transmitted, and your communication with us or request for communication through such means shall signify your acceptance of 
such risk.  

The information herein is not directed to, or intended for distribution to, or use by, any person or entity who is a citizen or resident of 
a locality in any jurisdiction, state or country where such distribution, publication, availability or use would be contrary to law or 
regulation. 

If at any time any provision or part of any provision, of this disclaimer is, or becomes, illegal, invalid or unenforceable in any respect 
under the law of Singapore, that shall not affect the legality, validity or enforceability of any other provision, or part of that provision, 
of this disclaimer. 

CIMB Bank Berhad (13491-P) 
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