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Market review

e Risk assets finished higherin April, helped by lower US Treasury yields afterthe US Federal Reserve (Fed)
reiterated its accommodative stance and investor concerns aboutrisinginflation recededslightly. Marketswere
supported by hopes of a global economicrecoveryfollowingthe roll-out of COVID-19 vaccination programs,
sizeablefiscal stimulus in the US, and major central banks' ultraH1oose monetary policy.

¢ IntheUS, President Biden gave details of a proposed US$1.8 trillion spending package on childcare and
education. The American Families Plan, funded by income and capital gainstax hikes on wealthierindividuals,
follows the US$1.9trillion pandemic relief bill signedin Marchand a proposed US$2.3 trillion infrastructure bill
(with the latter financed by corporate tax rises). Meanwhile, the Fed maintained its monetary policy, keeping the
fedfundsratein a 0-0.25% target range and its monthly asset purchases at US$ 120 billion. Despite a stronger
economy, the Fed said thatitwould only considertaperingonceitis closer to achieving its twin goals of full
employmentand 2%averageinflation.

e TheEuropean Central Bank (ECB) keptkey interestrates atrecord-low levels atits Aprilmeeting. The ECB's
president, Christine Lagarde, said that despite a recent uptickin prices, underlying inflationary pressuresremain
subdued. She also noted that economicactivity is expected to accelerate over 2021, thou gh the near-term
outlook is uncertain.

e TheBank of Japan (BOJ) maintained monetary policy. Atits April meeting, the BOJ leftits key short-terminterest
rateat0.1% and keptthetargetforthe 10-yearJapanese governmentbondyield ataround 0%. However, it cut
its forecastforconsumer priceinflationin the current fiscal year from 0.5% to 0.1%; gross domestic product is
now expected to grow by 4% thisfiscal year, slightly higher thanthe BOJ's previous estimate of 3.9%. Givenan
uncertain economicoutlook because of the pandemic, the BOJis preparedto take further easing measuresif
required. The 10-yeargovernment bond yield remained at 0.09% over the month.

¢ Globalinvestmentgrade corporate bonds posted positive total returnsin April, with spreads marginally
tightening by 4 bpsto end atalevel of 91 bps (as measured by the option -adjusted spread).

Portfolio review

e Overthe month, Capital Group Global Corporate Bond Fund Hedged (AU) returned 0.6%" before fees, while
the indexreturned 0.7%2. Net of fees, the fund returned 0.6%°. For the 12-month period, the portfolio returned
5.4%" beforefees, and 4.8% after fees®, comparedto theindex’s return of 4.6 %?.

e Security selection detracted from relative returns, as did sector/industry allocation, albeitto a lesser extent. The
portfolio’s yield-curve positioning was positive, but duration positioning was a relative detractor.

e Security selection among government-related securities detracted from relative results. Most notably, anon-
index position in China-based asset manager Huarong Finance was the top individual detractorfrom relative
returns.

e Security selection in the electric sector also detracted on a relative basis. Most notably, an overweight position
in Pacific Gas and Electricweighed on relative results.



e Conversely, security selection in the banking sectorwas beneficial. Atan issuer level, an overweight position in
JP Morgan Chase & Co was the portfolio’stop positive relative contributor.

¢ In addition, security selection in the capital goods sector added value on a relative basis. At anissuer level, an
overweight exposureto Boeing helped relative returns.

Index returns are shown in US dollar terms while stock returns are total returns as shown in local currency terms, unless
otherwise stated. Sources: Capital Group, MSCI

T Returns are before management fees and expenses, in Australian dollarterms. Source: Capital Group

2 Bloomberg Barclays Global Aggregate Corporate Total Return Index. Hedged to AUD. Sources: Bloomberg Barclays

3 Returns are net of fees at maximum management fee, in Australian dollarterms. Source: Capital Group
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