
Marlborough Global Bond 
Manager Geoff Hitchin explains 
his view on the outlook for 
bonds, how he and the team 
have responded to sharp market 
falls and where they believe 
opportunities may lie.

What is your view on the outlook 
for bonds?

“Most of the developed world has 
been in some form of lockdown 
in response to the COVID-19 
pandemic and exactly what 
the impact of this will be on 
individual companies, national 
economies and globally remains 
highly uncertain.

“Governments and central 
banks have introduced stimulus 
packages on an unprecedented 
scale involving quantitative 

easing, bond-buying programmes 
and direct financial support 
to companies. The eventual 
implications of these emergency 
measures are also unclear.

“Amid the turmoil we are 
assessing the implications for 
bonds based on a range of 
outcomes. If economies do not 
recover for a prolonged period, 
this is likely to benefit bonds 
issued by the governments of 
leading countries and some 
supranational organisations, 
together with certain ‘safe’ 
corporate bonds.

“If there is more of a V-shaped 
recovery then bonds of quality 
companies currently yielding 
between 5% and 8% should 
provide a significant return. We 

consider the likely outcome to be 
between these two extremes but 
with a fairly extended timeline. 

“We are endeavouring to position 
ourselves to take advantage 
of this over time, but with the 
emphasis on capital preservation 
in the near term. On this basis 
we do see advantages in bonds 
from an income point of view 
because, while companies can 
without too many problems cut 
or even cancel dividends, they will 
normally only be able to withhold 
bond payments as a last resort.”

How have you responded to 
the sharp moves in financial 
markets?

“Since I launched the fund in 
1987, I’ve seen no fewer than 
four previous crises in which 
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“Many companies are seeking to raise additional cash. 
This, at a time when corporate bond markets have fallen 
a long way, is creating interesting opportunities in the new 
issues market.”

Geoff Hitchin
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markets have fallen dramatically: 
Black Monday in 1987, the Asian 
financial crisis in 1997, the 
bursting of the tech bubble in 
2000 and the Great Financial 
Crisis of 2008.

“That’s taught me lessons that 
I believe have stood the fund in 
good stead during the recent 
turbulence, principally, the value 
of a patient, cautious, long-term 
approach to investment. So, we 
haven’t made any sudden, major 
changes to the bond holdings in 
the portfolio.

“We have been continuing to 
favour holdings in what are 
looked on as the safe haven 
currencies of the US dollar, 
Japanese yen and Swiss franc 
and have increased these 
recently to over 50% of the fund. 
Consideration of the pandemic 
has contributed to this increase. 

“The lion’s share of that 
exposure is to the US dollar, 
through a combination of dollar-
denominated bonds and currency 
positions. We have smaller 
weightings in Japanese yen and 
Swiss francs and these are purely 
in the form of currency positions, 
so cash and forward foreign 
exchange contracts.

“That flexibility to use forward 
foreign exchange contracts to 

alter the currency profile of the 
fund is an important strength 
and sets us apart from some of 
our peers.

“We still have a substantial, if 
slightly reduced, sterling holding, 
reflecting the fact that this is a 
sterling-denominated fund and 
we still see the pound as perhaps 
having fallen too far.”

Where are you seeing 
opportunities in bonds at the 
moment?

“As a consequence of the impact 
of the lockdown measures, many 
companies are seeking to raise 
additional cash. This, at a time 
when corporate bond markets 
have fallen a long way, is creating 
interesting opportunities in the 
new issues market.

“We’re taking a very selective 
approach and, at the time of 
writing, we haven’t yet found 
the right opportunities, but we’re 
keeping a close eye on the new 
issues, particularly in sectors such 
as utilities, telecoms and media, 
which are more tempting than, 
for example, travel and most of 
areas of retail.” 

How is the portfolio positioned?

“Diversification continues to be 
a key strength for us and we’re 

holding around 500 bonds from 
approximately 350 issuers.

“About 75% of the fund is in 
corporate bonds and of those 
around 80% are investment 
grade or equivalent. By rating 
we hold mostly BBB bonds, but 
this is the sector containing the 
largest number of bonds and our 
holdings reflect the companies 
we favour rather than the credit 
rating category in which they fall. 

“At a sector level our weightings 
to industrials and utilities have 
been reduced a little, but on a 
long-term view we still maintain 
a preference for them over 
financials.”
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Risk Warnings
Capital is at risk. All views are the investment managers’ own and do not necessarily represent the 
views or opinions of Marlborough Fund Managers. Geoff Hitchin is the Investment Manager of the 
Marlborough Global Bond Fund, which holds some or all of the bonds mentioned. The views expressed 
are for general information purposes only and should not be construed as investment advice. The value 
and income from investments can go down as well as up and are not guaranteed. An investor may get 
back significantly less than they invest. Past performance is not a reliable indicator of current or future 
performance and should not be the sole factor considered when selecting funds. Our funds invest for 
the long-term and may not be appropriate for investors who plan to take money out within five years. 
The fund has significant exposure to bonds, the prices of which will be impacted by factors including; 
changes in interest rates, inflation expectations and perceived credit quality. When interest rates rise, 
bond values generally fall. This risk is generally greater for longer term bonds and for bonds with higher 
credit quality. The fund invests in other currencies. Changes in exchange rates will therefore affect the 
value of your investment. Bonds that produce a higher level of income carry greater risk that the issuer 
will not be able to pay the income or repay the capital at maturity. The fund may enter into various 
financial contracts (known as derivatives) in an attempt to protect the value of the fund’s assets, to 
reduce the costs of investing or for investment purposes. There is however a risk that the desired result 
may not be achieved or may result in gains or losses greater than the amount originally invested.
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Regulatory Information

The Key Investor Information Documents and the Prospectuses for all funds are available, in English, 
free of charge and can be obtained directly using the contact details in this document. They can also 
be downloaded from www.marlboroughfunds.com. An investor must always read these before investing.

Information taken from trade and other sources is believed to be reliable, although we don’t represent 
this as accurate or complete and it shouldn’t be relied upon as such.

Calls will be recorded for training and monitoring purposes.

Issued by IFSL International Limited, authorised by Central bank of Ireland and incorporated in Ireland 
as a limited company with company no. 616854.

Directors: Darren Freemantle (British), Raymond O’Neill (Irish), Wayne Green (British) and Dom Clarke 
(British) Registered office: IFSL International Limited, 7/8 Mount Street Upper, Dublin 2, Ireland.

IFSL International Limited, 7/8 Mount Street Upper, Dublin 2, Ireland

Broker Support: +44 (0)1204 589 336

Email: enquiries@marlboroughgroup.com

Website: www.ireland.marlboroughfunds.com

Administrator: HSBC Securities Services (Ireland) DAC, 1 Grand Canal Square,  
Grand Canal Harbour, Dublin 2, Ireland


