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Investment objective 

The Fund’s investment objective is to seek to generate a high and consistent level of income in all market conditions over a full market cycle with a second-

ary objective of capital preservation.  

Past performance is not a reliable indicator of future performance. 

Fund details 

Monthly review  

What happened in the market?   

The global fixed income market moved higher during the fourth quarter, but this did little to prevent one of the worst years on record for the asset class. There was a 

risk-on shift early in the quarter in hopes of a monetary policy pivot. However, this abated later due to continued rate hikes and a deteriorating growth backdrop. U.S. 

high-yield and investment-grade credit spreads narrowed overall during the quarter. U.S. mortgage-backed security spreads also narrowed. In the U.S., the Federal 

Reserve (Fed) raised rates at its meetings in both November (0.75%) and December (0.50%), bringing the federal funds target rate to a range between 4.25% and 

4.50%. The Federal Open Market Committee’s median projection for the federal funds rate is set to surpass 5% in 2023, with no rate cuts anticipated until 2024. Both 

the European Central Bank and the Bank of England aggressively raised rates during the fourth quarter, and, at the end of the year, rates in both regions were the 

highest since 2008, with more hikes expected in 2023. Finally, the Bank of Japan kept rates on hold during the quarter, but in December, the central bank surprised the 

market by raising the target range for the 10-year bond from 0.25% to 0.50%. During the fourth quarter, the 10-year U.S. Treasury rate was volatile but overall rose a 

modest five basis points from 3.83% to 3.88%. Finally, the emerging market debt asset class rallied during the fourth quarter, and their currencies largely appreciated 

versus the U.S. dollar.  

What happened in the Fund?   

The Fund fell 0.32% (net of fees) over the month of December. U.S. high-yield corporate credit was the largest contributor over the quarter. All sectors performed well 

broadly as spreads narrowed; however, metals and mining, as well as leisure names, outperformed. U.S. investment-grade corporates were also accretive, with finan-

cials in particular performing well. Currency exposures also contributed over the quarter, specifically the New Zealand dollar, the Japanese yen, the Thai baht and the 

Euro. After reaching a 21-year high in late September, the U.S. dollar subsequently gave back around half of its gain in the fourth quarter. The reversal was partially 

driven by concerns the economy could fall into a recession. Peruvian local-currency government bond exposure was also accretive. Developed market duration, specifi-

cally U.S. Treasuries and German bunds, was the largest detractor. Developed market bond duration rallied in November on the back of the expectation that the Fed 

had become less hawkish. However, rates rose in December and reversed any gains as central banks reiterated their commitment to tightening monetary policy to 

combat inflation.  

From a positioning perspective, the Fund added select foreign currency positions, using the U.S. dollar as the funding currency. Most notably the Japanese yen, euro, 

Australian dollar, Colombian peso and Thai baht were added. The Fund also initiated and subsequently sold a tactical position to the New Zealand dollar over the 

quarter, which was accretive. We believe the dollar will likely weaken in 2023 given that U.S. relative monetary policy tightening is set to peak and due to decelerating 

U.S. growth outperformance. The Fund remains invested in developed market bond exposure, primarily via U.S. Treasuries and German bunds. Increasing recession 

risks justify some safe-haven duration on the long end of the curve (30 years), which we believe is increasingly anchored. The Fund tactically took profits in its corpo-

rate bond exposure after spreads narrowed. The team also increased exposure to select emerging market government bonds, including Brazil and Colombia. Finally, 

the Fund added to its mortgage-backed securities exposure, primarily via U.S. agency pass-through securities.  

What is the outlook?  

We expect a rebound for corporate bonds in 2023. Investors must contemplate the starting point in terms of price, yield, and spread relative to the economic outlook. 

And today, that starting point is compelling given the fundamental backdrop, which includes leverage ratios at manageable levels and management teams focused on 

challenging consumer environments. 

Although spread volatility will most likely stay elevated in the short term, yields offer investors compelling income to compensate for the bumpy ride. Reported data 

shows that corporate profitability is still well above pre-COVID levels which should support high yield issuer access to capital markets. 

We are increasingly confident about the destination of bond markets in 2023, with all signs pointing towards a disinflationary environment. We are less certain about the 

path and timing of the journey. There are numerous signs showing that inflation will peak soon, including, tighter financial conditions and economies slowing at a time 

when the lag effects of these tight financial conditions are beginning to impact their underlying economies. 
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About us   

Franklin Templeton 

Franklin Resources, Inc., is a global investment management organisation, operating as Franklin 

Templeton, which is headquartered in California. Franklin Resources, Inc., provides, through its 

subsidiaries, deep investment expertise across all asset classes - including equity, fixed income, 

and multi-asset solutions. Franklin Resources, Inc. is listed on the New York Stock Exchange and 

has employees in over 34 countries.    

 

 

Highlights 

• Aims to provide an attractive and stable income by investing across diverse sources of income in global fixed income markets  

• Seeks the best global income opportunities, with a strong focus on protecting capital 

• Seeks to limit downside risk by rotating risk across different sectors of the fixed income market and through tactical hedging of credit and interest  

rate risk 

Ratings 

Qualitative  

 

 

Past performance is not a reliable indicator of future performance.  
This publication is issued for information purposes only and does not constitute investment or financial product advice. It expresses no views as to the suitability of the services or other matters 
described in this document as to the individual circumstances, objectives, financial situation, or needs of any recipient. You should assess whether the information is appropriate for you and consider 
obtaining independent taxation, legal, financial or other professional advice before making an investment decision. Please read the relevant Product Disclosure Statements (PDSs) and any associated 
reference documents before making an investment decision. In accordance with the Design and Distribution Obligations and Product Interventions Powers requirements, we maintain Target Market 
Determinations (TMD) for each of our Funds. All documents can be found via www.franklintempleton.com.au or by calling 1800 673 776. Issued by Franklin Templeton Australia Limited (ABN 76 004 
835 849, AFSL 240827). Franklin Templeton Australia Limited as Responsible Entity has appointed Brandywine Global Investment Manager as the fund manager of the Brandywine Global 
Opportunistic Fixed Income Fund (ARSN 127 583 411). The Lonsec Rating (assigned as follows: Brandywine Global Opportunistic Fixed Income Fund - September 2021) presented in this document 
are published by Lonsec Research Pty Ltd ABN 11 151 658 561 AFSL 421445. The Ratings are limited to “General Advice” (as defined in the Corporations Act 2001 (Cth)) and based solely on 
consideration of the investment merits of the financial products. Past performance information is for illustrative purposes only and is not indicative of future performance. They are not a recommendation 
to purchase, sell or hold Franklin Templeton Australia Limited products, and you should seek independent financial advice before investing in these products. The Ratings are subject to change without 
notice and Lonsec assumes no obligation to update the relevant documents following publication. Lonsec receives a fee from the Fund Manager for researching the products using comprehensive and 
objective criteria. For further information regarding Lonsec’s Ratings methodology, please refer to our website at: http://www.beyond.lonsec.com.au/intelligence/lonsec-ratings. The Zenith Investment 
Partners (ABN 27 103 132 672, AFS Licence 226872) (“Zenith”) rating (assigned Brandywine Global Opportunistic Fixed Income Fund (SSB0014AU) March 2022) referred to in this piece is limited to 
“General Advice” (s766B Corporations Act 2001) for Wholesale clients only. This advice has been prepared without taking into account the objectives, financial situation or needs of any individual, 
including target markets of financial products, where applicable, and is subject to change at any time without prior notice. It is not a specific recommendation to purchase, sell or hold the relevant 
product(s). Investors should seek independent financial advice before making an investment decision and should consider the appropriateness of this advice in light of their own objectives, financial 
situation and needs. Investors should obtain a copy of, and consider the PDS or offer document before making any decision and refer to the full Zenith Product Assessment available on the Zenith 
website. Past performance is not an indication of future performance. Zenith usually charges the product issuer, fund manager or related party to conduct Product Assessments. Full details regarding 
Zenith’s methodology, ratings definitions and regulatory compliance are available on our Product Assessments and at Fund Research Regulatory Guidelines. © 2020 Morningstar, Inc. All rights 
reserved. Neither Morningstar, its affiliates, nor the content providers guarantee the data or content contained herein to be accurate, complete or timely nor will they have any liability for its use or 
distribution. Any general advice or ‘class service’ have been prepared by Morningstar Australasia Pty Ltd (ABN: 95 090 665 544, AFSL: 240892) and/or Morningstar Research Ltd, subsidiaries of 
Morningstar, Inc, without reference to your objectives, financial situation or needs. Refer to our Financial Services Guide (FSG) for more information at www.morningstar.com.au/s/fsg.pdf. You should 
consider the advice in light of these matters and if applicable, the relevant Product Disclosure Statement before making any decision to invest. Our publications, ratings and products should be viewed 
as an additional investment resource, not as your sole source of information. Past performance does not necessarily indicate a financial product’s future performance. To obtain advice tailored to your 
situation, contact a professional financial adviser  

For enquiries, please contact Investor Services Team on 1800 673 776, email auclientadmin@franklintempleton.com or visit franklintempleton.com.au  

Brandywine Global 

Acting with conviction and discipline, Brandywine Global looks beyond short-term, conventional 

thinking to rigorously pursue long-term value. Since 1986, Brandywine Global has provided a 

range of differentiated fixed income, equity and alternative solutions from its headquarters in 

Philadelphia, USA  and offices around the globe.  

.  

Meet the team  

The Fund is led by a team of long-tenured investment professionals who provide a broad range of 

experience across global sovereign bond, currency, emerging market debt, and corporate and 

structured credit markets. The portfolio management team includes: 

Brian L Kloss, JD, CPA 

Portfolio Manager 

With firm since 2009 

Anujeet Sareen, CFA  

Portfolio Manager 

With firm since 2016 

Jack P McIntyre, CFA  

Portfolio Manager 

 

Tracy Chen, CFA, CAIA 

Portfolio Manager, Structured Credit 

 

Quantitative  
 

 

 

 
The Morningstar Analyst Rating™ for Brandywine Global Income  

Optimiser strategy is 3 stars as at 30 September 2022.  


