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Short Duration Global Index-Linked Bond Fund
Key features
Aims to deliver attractive
inflation-linked returns with
reduced exposure to
interest-rate risk

A dedicated
and highly experienced
real returns team

A focus on stable,
low-volatility returns
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In the Short Duration Global Index-Linked Bond Fund, we aim to
provide investors with attractive inflation-linked returns, with
reduced exposure to interest rate risk. We do this by investing in a
portfolio of shorter-dated bonds. Our dedicated real returns team
manages the Fund through a combination of quantitative and
qualitative analysis. Through a range of diversified strategies,
including inflation, duration, curve and cross market, the team
targets consistent, incremental returns with low volatility. This
disciplined process has allowed us to build a strong track record
relative to the benchmark index since the Fund launched in 2014.

UK - Brexit volatility continues
While Brexit continues to dominate the UK political landscape, the
economic picture remains one of subdued growth. Purchasing
Managers’ Index data was modestly better than expected in
January. Headline inflation has steadied at 2.1%, while retail price
inflation (RPI) was a bigger miss at 2.7% versus 2.9% expected. This

has helped push the market lower in January. Ten-year index-linked
breakevens (the difference in yield between conventional and
index-linked issues) were modestly lower. However, this masked
significant intra-month volatility, with Brexit headlines pulling the
market in different directions. Another influential factor was the
release of the House of Lords report on RPI reform. This went
further than expected in suggesting material improvements to the
methodology and a move towards Consumer Price Inflation-linked
issuance by the government. That report caused a sharp drop in
breakevens on the morning of its release. Inflation continues to
trend downwards, bolstered by falling petrol prices, the result of a
big fall in the cost of crude oil. We expect inflation to retreat to the
Bank of England’s 2% target, and we believe the Bank will be
content to hold interest rates at current levels until the Brexit murk
begins to clear. However, we will remain vigilant around
Brexit-related volatility, trading duration alongside our strategic
inflation short.

US – a significant change in language

Europe – still lacklustre

US economic data remains strong. But the future path of financial
markets has been clouded by a variety of factors. These include
concerns about US-China trade relations, the outlook for global
growth, and oil prices. President Trump continues to push a hard
line regarding potential trade negotiations. While the US central
bank, the Federal Reserve (Fed), raised interest rates in December,
the accompanying statement was interpreted as dovish. This did
little to quell risk-averse market sentiment, and bonds rallied in
response. Waters were further muddied by what looked like a Fed
U-turn late in January, when the market was surprised by a
significant change in language. The Fed signalled a pause in its
rate-hiking cycle, citing concerns about the global trade and
growth outlook, while noting that the US domestic inflation
outlook was not causing any immediate concerns. This caused a
strong real yield-led rally. Inflation data was in line with
expectations, with base effects pushing headline down to 1.9%,
while the core figure remained robust at 2.2%.

European inflation data remains disappointing, and continues to
come in below expectations. Amid a global backdrop of falling oil
prices, breakevens continued to weaken significantly. Inflation data
has also been lacklustre, with the headline figure falling to 1.6%
while core inflation is 1.0%. Inflation pricing continues to grind
lower amid the economic malaise, and the five-year/five-year
forward inflation swap rate, used as a benchmark of inflation
expectations, ended January at 1.1%. The European Central Bank,
which brought its quantitative easing programme to an end in
December, now acknowledges downside risks. Market pricing for
an interest rate hike has now been pushed out into 2020.
Purchasing Managers’ Index data has fallen, and the composite
figure for January was below expectations.

“ The UK outlook became slightly more noisy
around the Brexit negotiations and UK RPI
rallied as the currency weakened”
Adam Skerry
Fund Manager

Important Information
• The value of investments and the income from them can go down as well as up and investors may get back less than the amount
invested. Past performance is not a guide to future results.
• The fund invests in securities which are subject to the risk that the issuer may default on interest or capital payments.The fund price
can go up or down daily for a variety of reasons including changes in interest rates, inflation expectations or the perceived credit
quality of individual countries or securities.
• The use of derivatives carries the risk of reduced liquidity, substantial loss and increased volatility in adverse market conditions, such
as a failure amongst market participants. The use of derivatives may result in the fund being leveraged (where market exposure and
thus the potential for loss by the fund exceeds the amount it has invested) and in these market conditions the effect of leverage will
be to magnify losses. The fund makes routine use of derivatives.
• More details of the risks applicable to this fund can be found in the Key Investor Information Document (KIID) and Prospectus, both of
which are available on request or at our website www.aberdeenstandard.com
Aberdeen Standard Investments is a brand of the investment businesses of Aberdeen Asset Management and Standard Life Investments
The fund is a sub-fund of Standard Life Investments Company II, an authorised open-ended investment company (OEIC). The
Authorised Corporate Director is Standard Life Investments (Mutual Funds) Limited. The information contained in this marketing
document should not be considered as an offer, investment recommendation or solicitation, to deal in the shares of any securities or
financial instruments. It is not intended for distribution or use by any person or entity who is a citizen or resident of or located in any
jurisdiction where such distribution, publication or use would be prohibited. No information, opinions or data in this document
constitute investment, legal, tax or other advice and are not to be relied upon in making an investment or other decision. Subscriptions
for shares in the fund may only be made on the basis of the latest Prospectus and relevant Key Investor Information Document (KIID)
which can be obtained free of charge upon request or from www.aberdeenstandard.com.
Standard Life Investments Limited is registered in Scotland (SC123321) at
1 George Street, Edinburgh EH2 2LL. Standard Life Investments Limited is authorised
and regulated by the Financial Conduct Authority.
Calls may be monitored and/or recorded to protect both you and us and help with our
training. www.standardlifeinvestments.com © 2019 Standard Life Aberdeen, images
reproduced under licence
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