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Investment Performance (%)

1 Mth 3 Mths YTD 1 Yr 3 Yrs 5 Yrs
Since 
Incep

BlackRock Fixed Income Global 
Opportunities Fund (Aust) 
(Gross of Fees) (E Class)*

0.49 1.56 -6.29 -6.29 0.00 1.35 2.56

BlackRock Fixed Income 
Global Opportunities Fund 
(Aust) (Net of Fees) (D Class)^

0.43 1.38 -6.95 -6.95 -0.70 0.64 1.84

Bloomberg AusBond Bank Bill 
IndexSM

0.25 0.74 1.25 1.25 0.55 1.01 1.45

Outperformance (Gross of 
Fees)

0.24 0.82 -7.54 -7.54 -0.55 0.33 1.11

*Fund inception: 30/08/2014. ^Fund inception: 31/10/2014. The D share class is closed to new investors.
Gross returns are provided for products offered to wholesale clients only who may be subject to differential fees. Please refer to the 
Fund’s product disclosure statement for more information.

BLACKROCK FIXED INCOME 
GLOBAL OPPORTUNITIES FUND 
(AUST)

Aidan Doyle,
Director and Portfolio 
Manager
11 years of investment 
experience

At A Glance
Investment objective: The Fixed Income 
Global Opportunities Fund seeks to maximise  
total return. The Fund invests at least 70% of 
its total assets in fixed income transferable  
securities denominated in various currencies  
issued by governments, agencies and companies  
worldwide. The full spectrum of available  
securities, including non-investment grade, 
may be utilised. Currency exposure is flexibly  
managed.

Management Fee: 0.70% p.a. (Class D Units)

Buy/Sell Spread: N/A

Fund Inception: August 2014

Portfolio Performance
BGF FIGO generated a positive performance in December.

Our short exposure to government bonds in Japan contributed positively as interest rates 
spiked over the month on the back of the Bank of Japan’s announcement to widen the yield 
curve control band. Similarly, our short exposure to German government bonds added to 
performance as yields surged following the hawkish tone struck by President Lagarde during 
the December press conference.

In addition, our allocation to emerging market debt generated a positive performance as news 
about China terminating its zero-covid policy as well as a weaker US dollar created a positive 
backdrop for the asset class.

Also, our allocation to high quality securitized assets – to CLOs and Non-Agency MBS in 
particular – helped the performance.

The positive performance was partially offset by our allocation to riskier parts of the credit 
market such as to high yield credit in the US which contributed negatively amid concerns on 
weaker global growth on the back of tighter monetary policy from central banks. 

Finally, our long equity exposure taken primarily via call options contributed negatively as US 
equity sold-off through the month.

Market Review
Global bond market sentiment was slightly negative in December, as investors continued 
assessing how much more central banks would need to tighten financial conditions to control 
inflation. A trend of moderating inflation in the US continued in December, while inflation in 
the UK also slowed, with the US inflation number coming in at 7.1% YoY and the UK at 10.7% 
YoY, both below market expectations. The market reaction following the release of these prints 
was relatively muted. Core inflation, which excludes more volatile food and energy prices, 
also slowed in both countries. Similarly, in the Eurozone, the YoY Consumer Price Index (CPI) 
inflation rate increased by just 0.1% and Core CPI was unchanged, while inflation continued to 
accelerate in Japan. The Core CPI ex-fresh foods accelerated to 3.8% and inflation measures 
that exclude fresh foods and energy prices accelerated to 2.8%. These inflation prints were the 
highest experienced in the last 40 years in Japan excluding for the effects of tax increases.
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The US job market continued to show strength with the number of 
jobs being added to the economy exceeding expectations. Although 
the number of jobs added fell from the previous month, there was an 
upside surprise as 263,000 jobs were added relative to the 200,000 
expected. A greater surprise in the data however was not the better-
than-expected payrolls gain, but the average hourly earnings rising by 
0.6% in November – double the consensus forecast – to reach a 5.1% 
annual rate. This came as the labour force participation rate ticked 
down slightly. Later in the month, the Federal Open Market Committee 
(FOMC) raised the Fed funds rate range to 4.25-4.5% and unveiled 
new Summary of Economic Projections numbers, with projections 
for inflation and the Fed funds rate both revised higher for 2023 and 
2024. The 50 basis points (bps) increase was widely expected, and as a 
consequence, the market reaction was muted.

In another move that was in line with the market consensus, the 
European Central Bank (ECB) increased the interest rate for the 
deposit rate, refinancing operations rate, and marginal lending facility 
rate by 50bps to 2.0%, 2.5% and 2.75% respectively. The ECB also 
amended the forward guidance language in the official statement, 
and significantly increased its inflation expectations – revealing 
average inflation forecasts of 8.4% in 2022, 6.3% in 2023 and 3.4% 
in 2024. In addition, it announced measures to tighten financial 
conditions further by reducing its balance sheet. During the press 
conference, President Lagarde reiterated the hawkish tone struck 
by these announcements and emphasised that the risks around 
inflation were to the upside. Turning to the UK, the Bank of England 
also raised interest rates by 50bps to 3.5%. Although the rate hike was 
largely expected, and despite the dovish skew in the Monetary Policy 
Committee’s voting, UK gilts yields rose across most tenors. The most 
surprising event of the month however came from the Bank of Japan, 
while the Bank maintained their interest rate at -0.1%, it stunned 
markets by widening the yield curve control policy band for the 10-year 
Japanese Government Bond (JGB) yield from +/- 0.25% to +/- 0.50%. 
Following the news, the 10-year JGB yield snapped wider by c.20bps, 
causing the yen to appreciate 5.3% against the US dollar.

In December, the US treasury curve steepened as the 2-year yield 
increased by 12bps and the 10-year yield increased by 27bps to end 
the year at 4.43% and 3.87% respectively, with the yield curve inverted. 
The UK gilt curve shifted upwards with the average yield rising from 
3.33% at the end of November to 3.75% at the end of December, with 
the moves more pronounced at longer dated maturities. The German 
bund curve remained inverted over the month, however there was 
a notable shift higher in yields following the hawkish tone from the 
ECB with the average yield rising from 1.93% at the previous month 
end to 2.52% at the end of December. The month of December was 
also negative for US and European spread assets. The US investment 
grade corporate index returned -0.44%, while the European equivalent 
returned -1.77%.  High yield returns across the two regions were 
identical, with the US and European high yield bond indices delivering 
-0.76% and -0.75% respectively. Meanwhile, emerging markets had 
a very strong month, particularly in local currency terms, as they 
were buoyed by news of the Chinese government loosening Covid-19 
restrictions. The local currency emerging market debt index returned 
2.16% in US dollar unhedged terms as emerging markets currencies 
rallied, in currency hedged terms the index returned 0.42%. The hard 
currency emerging market debt index delivered 0.33%. The US dollar 
weakened against most developed and emerging market currencies 
as slowing inflation in the US dampened tightening expectations. A 
notable exception was the Canadian dollar that weakened against the 
dollar.

Portfolio Positioning
While cognizant of the uncertainty around the growth and inflation 
outlook, we think that current yield levels are attractive in many parts 
of the market and fairly compensate for the risk we are taking given a 
resilient fundamental backdrop.

For this reason, in December, we increased our allocation to 
investment grade credit assets – mostly in Europe - as we believe that 
a clearer central bank policy path will reduce interest rate volatility, 
which will ultimately be supportive for the asset class.

In addition, we started adding to select emerging markets countries 
– to hard currency government and corporate debt in particular – as, 
in our view, a global economy that is slowing down but not collapsing 
should benefit the asset class, especially if we see a return in inflows 
from investors and China reopens its economy.
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Strategy Risk Decomposition (bps)

 US Rates 175.08

 HY 76.10

 IG 56.73

 FX 30.28

 Non-US Rates 28.18

 EM 25.53

 CMBS 16.20

 Swap Spreads 16.09

 Non-Agency 15.50

 Equity 15.28

 Vol 14.11

 Inflation 8.03

 ABS 7.51

 Agency MBS 5.64

 Commodity 0.00

Source: BlackRock Solutions (‘BRS’) & Bloomberg
Ex-ante risk based on the BRS Portfolio Risk model; Pie charts show relative standalone risks of exposures at month end.

Key Rate Yield Curve Positioning (Years)
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IMPORTANT INFORMATION: Issued by BlackRock Investment Management (Australia) Limited ABN 13 006 165 975, AFSL 230 523 (BIMAL). This material 
is not a financial product recommendation or an offer or solicitation with respect to the purchase or sale of any financial product in any jurisdiction. The 
material provides general information only and does not take into account your individual objectives, financial situation, needs or circumstances. Before 
making any investment decision, you should assess whether the material is appropriate for you and obtain financial advice tailored to you having regard 
to your individual objectives, financial situation, needs and circumstances. BIMAL is the responsible entity and issuer of units in the Australian domiciled 
managed investment schemes referred to in this material. Any potential investor should consider the latest product disclosure statement, prospectus or 
other offer document (Offer Documents) before deciding whether to acquire, or continue to hold, an investment in any BlackRock fund. Offer Documents 
can be obtained by contacting the BIMAL Client Services Centre on 1300 366 100. In some instances Offer Documents are also available on the BIMAL 
website at www.blackrock.com.au. BIMAL, its officers, employees and agents believe that the information in this material and the sources on which it 
is based (which may be sourced from third parties) are correct as at the date of publication. While every care has been taken in the preparation of this 
material, no warranty of accuracy or reliability is given and no responsibility for the information is accepted by BIMAL, its officers, employees or agents. 
Any investment is subject to investment risk, including delays on the payment of withdrawal proceeds and the loss of income or the principal invested. 
While any forecasts, estimates and opinions in this material are made on a reasonable basis, actual future results and operations may differ materially 
from the forecasts, estimates and opinions set out in this material. No guarantee as to the repayment of capital or the performance of any product or 
rate of return referred to in this material is made by BIMAL or any entity in the BlackRock group of companies. No part of this material may be reproduced 
or distributed in any manner without the prior written permission of BIMAL. © 2022 BlackRock, Inc. All Rights reserved. BLACKROCK, BLACKROCK 
SOLUTIONS, iSHARES and the stylised i logo are registered and unregistered trademarks of BlackRock, Inc. or its subsidiaries in the United States and 
elsewhere. All other trademarks are those of their respective owners.

We also increased our short exposure to the US dollar while adding 
to our long Japanese yen position as we expect the Bank of Japan 
to continue its policy normalization. Hence, we will likely see higher 
interest rates and a stronger Japanese yen in the near term, we think.

Finally, we reduced exposure to US equity given a still uncertain and 
volatile environment entering the new year.

Outlook
2022 has been a challenging year for investors with negative returns 
across most asset classes as the war in Ukraine and soaring inflation 
have weighed on market sentiment. We think that this new regime 
of greater economic and market volatility is not going away in 2023. 
Central banks are unlikely to come to the rescue in recessionary 
environments with the same speed and magnitude as they have 
previously. This regime therefore requires care and vigilance with a 
dynamic approach to portfolio evolution, and more granular views by 
focusing specifically on sectors, regions and sub-asset classes, calling 
for the need to have an active approach to investing

A key feature of the new regime is that we are in a world shaped by 
production constraints. Aging populations mean continued worker 
shortages in many major economies; persistent geopolitical tensions 
are rewiring globalization and supply chains and, finally, the transition 
to net-zero carbon emissions is causing energy supply and demand 
mismatches. These are the reasons why inflation is so high now - 
despite activity being below its pre-Covid trend - and it is likely to stay 
at higher levels compared to what most market participants have been 
accustomed to over the last decade.

That said, recent data does show that growth and inflation are slowing 
globally towards something closer to equilibrium, suggesting that 
central banks could finally be taking a back seat. We expect inflation 
to cool down but stay persistently higher than central bank target 
rates of 2% - in the US, we anticipate core PCE declining to 3 – 3.5% 
and core CPI falling below 4% by mid-2023. On growth, we believe 
that most developed economies will likely avoid a material and severe 
economic contraction in 2023, particularly in the US. We anticipate real 
GDP to be positive given the strength of the labor market. providing 
structural support for overall consumption.

In terms of monetary policy trajectory, we believe that central banks 
will maintain a tightening bias given the resiliency of economies and 
still-high inflation levels. However, the magnitude of rate increases will 
likely be more in line with historical moves (i.e. with incremental 25 
basis point hikes). The anticipated 50 basis point policy rate hike from 
the Fed in December does provide a positive signal that the Committee 
does not want to overtighten and damage the economy excessively.

While we expect global central banks to maintain higher rates for 
longer, we do not think they will raise rates much higher than what is 
currently priced in - particularly when considering all the other forms 
of tightening we are seeing. Having said so, the data over the coming 
months will have to corroborate lower inflation and a softer economy 
which could come from the employment channel. Whether this ends 
up in a soft or hard landing is still uncertain - moderating the pace 
of rate hikes today does appear to be a sensible move from central 
banks.

Against this backdrop, front-end and high-quality bonds do become 
very interesting from a total return and carry perspective with also 
limited duration or credit risk, and the same is true for high quality 
securitized assets. It is now easier for investors to build a portfolio 
with a decent yield without having to reach down the capital structure 
into lower quality assets.

For this reason, in the Fund, we like buying high quality and front-
end assets. These types of securities offer not only an attractive 
total return potential , but also offer attractive liquidity and 
flexibility characteristics which are pivotal in a still highly uncertain 
environment.

Finally, in terms of government bond exposure, we think that it will 
be relatively difficult for major central banks to take the policy 
rate beyond what is priced in by the markets. We therefore remain 
comfortable holding some exposure within the portfolio, particularly at 
the front-end of the curve.

About the Fund
The BlackRock Fixed Income Global Opportunities Fund (Aust) is a 
flexible, core bond alternative. It could appeal to investors looking to:

• enhance return potential from their fixed income allocation without 
taking on too much risk;

• diversify their bond portfolios away from traditional fixed income 
assets; and

• counter the risk to performance that a rising interest rate 
environment presents over the medium term.

The BlackRock Fixed Income Global Opportunities Fund (Aust) does 
not focus on just one area of global bond markets. It is a result of 
collaboration between portfolio managers within the BlackRock group 
and over 150 investment specialists globally who cover corporate, 
sovereign, municipal and structured bonds.

Fund Details

Blackrock Fixed Income Global Opportunities Fund (Aust)

APIR BLK0003AU

Buy/Sell Spread 0.00%-0.00%

Management Fee (Class D Units)* 0.70% p.a.

Strategy AUM $48.31m

Fund AUM 76 mil

Liquidity Daily

Minimum Initial Investment (Class D Units)^ $50,000
* The current default management fee for Class E units in the BlackRock Fixed Income Global 
Opportunities Fund (Aust) is 0.50% p.a. Pursuant to ASIC Class Order relief, BlackRock will individually 
negotiate fees with “wholesale clients” or “sophisticated” or “professional” investors (as defined in the 
Corporations Act).

^ The minimum initial investment for Class E Units in the BlackRock Fixed Income Global Opportunities 
Fund (Aust) is $500,000.
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