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The Liontrust GF Global Short Dated Corporate Bond Fund (C5 share class) returned 1.4%* in sterling terms in 
Q3 2025, while the ICE BofA 1-3 Year Global Corporate Index (GBP hedged) comparator benchmark returned 
1.3%. The Fund’s primary US dollar share class (B5) returned 1.5%. 

The yield carry on the Fund was the largest driver of the total return during the quarter, with incremental 
performance added through bond selection. 

Market backdrop  

The quarter started with progress being made on provisional trade deals between the US and various other 
countries as the world adjusts to the new order of the US having significant trade tariffs. From a global economic 
perspective, the most important deal was the one between the US and EU, with the latter paying 15% on most 
exports into the US. In reality, it will be mainly the US consumer that pays; even though President Trump hates 
VAT (value added tax), he is effectively introducing a bespoke form of it into the US. Although we are starting to 
get some clarity on trade deals, there is still heightened uncertainty about how these will impact economic activity 
in the next few quarters and whether there will be second order inflationary impacts from tariffs. 

In the US, core good prices are where the inflationary impact of tariffs continues to slowly flow through. The 
Federal Reserve cares more about whether these goods price increases feed through to inflation expectations, 
including wage rises, and therefore impacts services inflation. Services remain the dominant part of the inflation 
basket with nominal wage inflation being highly correlated to the non-housing related categories within services.    
The data so far is mildly supportive of the thesis that tariffs will mainly impact goods prices, and the second order 
impact will be limited. This thesis only works if a surge in wage inflation is avoided, which given the loosening 
in US labour market conditions looks set to be the case. It was a deterioration in the US labour market data that 
caused the Federal Reserve to resume cutting interest rates during the quarter. 
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Early in August weak US labour market data caused a reappraisal by the market of when the Federal Reserve 
would resume cutting interest rates. Not only were headline payrolls weak, but there were also significant 
downward revisions to past figures. The payrolls data released in early September remained subdued enough 
that a September interest rate cut in the US became a certainty.   

The Federal Open Markets Committee (FOMC) cut US interest rates by 25bps to take the Fed funds rate to the 
4.0% to 4.25% range. The vote split was 11-1 with Trump’s recent appointee Miran voting for a larger 50bps 
cut. An interesting point about this meeting is that neither Waller nor Bowman, both of whom had previously 
voted for a cut when others had not, chose to vote for 50bps. We see this as a positive sign for Federal Reserve 
integrity – the odds of either of them being given the role of Chair have greatly decreased but they have put the 
institution’s needs ahead of their own ambition.   

The FOMC statement continues to describe economic growth as having moderated, and inflation as “somewhat 
elevated.” It is the labour market part of the calculation that tipped the Fed’s hand. Conditions have moved from 
being described as “solid” to a statement that “…job gains have slowed, and the unemployment rate has edged 
up but remains low.” It is the risks around the trajectory of labour market conditions that have garnered the Fed’s 
attention: “…the Committee is attentive to the risks to both sides of its dual mandate and judges that downside 
risks to employment have risen.” Thus, in the press conference Fed Chair Powell was keen to characterise this 
interest rate cut as one of “risk management.” 

The European Central Bank (ECB) left interest rates unchanged at 2.0% throughout the third quarter. The Bank of 
England’s Monetary Policy Committee (MPC) cut interest rates once in August and then held them steady at 4.0% 
in September. The vote split was 7-2, with Dhingra and Taylor wanting to reduce interest rates by 25bps. The 
“gradual and careful” approach to withdrawing monetary policy restrictiveness was maintained; there was an 
outside chance that the MPC removed this language. Nevertheless, the caveat remains that “…the timing and 
pace of future reductions in the restrictiveness of policy will depend on the extent to which underlying 
disinflationary pressures continue to ease.”   

It is worth noting that the MPC still expect inflation to peak for this year at around 4% in September largely due 
to food and services prices. For the two doves voting for a cut these inflationary pressures were seen as not 
being demand led and therefore “…a less restrictive policy path was warranted to insure against an increased 
risk of recession, below-target inflation and a further deterioration in supply capacity.” For those in the majority 
who voted for a hold there was a range of views with the conclusion that “…the key question for monetary policy 
remained whether upside risks to the continuing process of disinflation, from elevated inflation expectations and 
possible structural changes in price and wage-setting behaviour, could be outweighed by downside risks 
stemming from the potential for a more substantial weakening in demand.” 

In the UK, monetary policy is not the largest driving force for its sovereign bond yields at present – the fiscal side 
of the equation matters more. Other countries such as France, the US, and Japan also have strained public 
finances that the bond market is losing patience with. Focusing on the UK, the attractive valuations on offer in 
gilts need to be weighed against the erosion of confidence in the UK’s creditworthiness. The incoming Labour 
government was dealt a tough hand of cards by the prior incumbents; nonetheless,, they are playing them really 
badly. By leaving just under a £10 billion buffer, and back end loading fiscal consolidation, Chancellor Reeves 
pushed the limits of credibility.   

The UK, like many countries, needs to maintain access to the bond markets to refinance existing debt as it matures 
and provide the funding for the shortfall between taxes raised and government spending undertaken. The problem 
is that it is nigh on impossible to tax your way to growth. The UK’s fiscal deficit needs to be dealt with by having 
serious conversations about what the state can and cannot provide given the UK’s rapidly aging demographics.    

There is however good news: the UK can still control its own destiny. Stronger growth than the current lacklustre 
numbers, or a surge in productivity, would quickly ease the fiscal strains. The UK does have many leading 
industries and world class research, cutting red tape and freeing up trade could help capitalise on these.  
Furthermore, any gain in credibility that leads to lower gilt yields creates a virtuous circle of reduced interest costs 
to be borne on the UK’s debt over the longer term. 
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Gilts are cheap for myriad reasons but do offer great value for those willing to tolerate volatility over the coming 
months. This is a global developed market bond fund and for the first time in many years we do find UK duration 
exposure compelling, and we retain room to buy more given the risks involved. It is up to Chancellor Reeves 
and the Labour Party, on the 26th of November, to deliver a budget with both some reality and some hope. 

Fund performance 

Short dated corporate bonds 

We split the Fund into those bonds which qualify for our strict criteria as short dated corporate bonds, namely 
less than five years to legal maturity for bonds issued by corporate issuers and less than three years for financial, 
and three additional performance sources. However, it is worth emphasising we manage the Fund’s positioning 
and risk in its entirety.  

The yield carry on the Fund was – as is the case whenever volatility is not elevated – the largest driver of the 
total return during the quarter. Incremental performance was added through bond selection. 

Alpha sources 

Rates 

Being long duration, relative to our neutral of 1.5 years of exposure, was beneficial with the Fund spending the 
quarter having between 2.0 and 2.25 years of exposure. US Treasury yields at the short-dated end of the market 
were a little lower in the quarter, with those on German and UK sovereign bonds both higher; the net effects 
cancelling each other out. It was the yield carry that created the benefit. The Fund finished the quarter with 2.2 
years of duration split between 0.9 years each in the US and Europe, and 0.4 years in the UK. 

Allocation 

The Fund retains its decompression trade between two European credit default swap indices. We are long risk 
(have sold protection) iTraxx Europe, which is the broad 125 name index including some financials, and short 
risk iTraxx senior financials, which is the 30 name pure financials index at the senior attachment point. Within 
credit, financials tend to be higher beta (they have done since the financial crisis) given the systemic nature of 
the sector and the high bond index weightings. This cheap insurance against any deterioration in market 
sentiment had a two basis points cost during the quarter, with credit spreads at such tight levels we maintain the 
position given its attractive risk/reward profile.  

Selection 

The biggest contributors to performance emanated from those bonds that count as Selection. Standard 
Chartered’s bonds did well during the quarter, and we continue to believe these are a tender candidate. 
Resolution Life’s bonds also performed strongly with the Nippon Life impending takeover likely to lead to a credit 
rating upgrade. Worldpay’s bonds added value and these were sold as we believed the upside from the 
takeover by an investment grade company had already manifested itself in the bond’s pricing. The one short-
dated carry bond that added a little extra performance was Aroundtown. These bonds were tendered for, with 
completion occurring after quarter end. A new bond with just over 5 years maturity was bought to replace them; 
it will not count as carry due to the strict criteria until January next year. Other turnover with inthe Fund was mainly 
based upon refreshing existing positions – both NBN and America Movil’s bonds were switched into new issues 
with 2030 maturities. 
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Key Features of the Liontrust GF Absolute Return Bond Fund 

Investment objective & policy1 The investment objective of the Fund is to generate positive absolute returns 
over a rolling 12 month period, irrespective of market conditions. There is no 
guarantee the investment objective will be achieved over this or any other time 
period. The Fund aims to achieve its investment objective through investment in 
corporate and government fixed income markets worldwide, including 
developed and emerging markets. In achieving its objective, the Fund also 
aims to minimise volatility and reduce the possibility of a significant drawdown 
(i.e. a period where the Fund is worth less than the initial investment at the start 
of a 12 month period). The Fund invests in a wide range of bonds issued by 
companies and governments, from investment grade through to high yield. The 
Fund invests in developed and emerging markets, with a maximum of 20% of 
its net assets invested in emerging markets. Investments are made in US Dollar 
denominated assets or non-US Dollar denominated assets that are 
predominately hedged back into US Dollar. Up to 10% of the Fund's currency 
exposure may not be hedged (i.e. the Fund may be exposed to the risks of 
investing in another currency for up to 10% of its assets). The Fund may invest 
both directly, and through the use of derivatives. The use of derivatives may 
generate market leverage (i.e. where the Fund takes market exposure in excess 
of the value of its assets). The Fund has both Hedged and Unhedged share 
classes available. The Hedged share classes use forward foreign exchange 
contracts to protect returns in the base currency of the Fund. The fund manager 
considers environmental, social and governance ("ESG") characteristics of 
issuers when selecting investments for the Fund. 
 

Recommended investment horizon 5 years or more 

Risk profile (SRI)2 2 

Active/passive investment style Active 

Sustainability profile The Fund is a financial product subject to Article 8 of the Sustainable Finance 
Disclosure Regulation (SFDR). 

Notes: 1. As specified in the PRIIP KID of the fund; 2. SRI = Summary Risk Indicator. Please refer to the PRIIP KID for further detail on 
how this is calculated. 
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Discrete years' performance to previous quarter-end: 
Past performance does not predict future returns 
 Sep-25 Sep-24 Sep-23 Sep-22 Sep-21 

Liontrust GF Global Short Dated Corporate Bond 
Fund C5 Acc GBP  

5.4% 7.6% 5.0% -6.5% 0.5% 

ICE BofA 1-3 Year Global Corporate Hedge GBP 5.1% 7.9% 3.6% -5.7% 1.3% 

 

 Sep-20     

Liontrust GF Global Short Dated Corporate Bond 
Fund C5 Acc GBP 

3.1% 
    

IA Targeted Absolute Return 2.6%     

*Source: Financial Express, as at 30.09.25, total return (net of fees and interest reinvested), C5 class. Discrete data is not available for 
ten full 12-month periods due to the launch date of the portfolio. 

 

 

 



 

  

Key Risks 
Past performance does not predict future returns. You may get back less than you originally invested. We recommend this fund is held 
long term (minimum period of 5 years). We recommend that you hold this fund as part of a diversified portfolio of investments. 
The fund manager considers environmental, social and governance ("ESG") characteristics of issuers when selecting investments for the Fund. 
Overseas investments may carry a higher currency risk. They are valued by reference to their local currency which may move up or 
down when compared to the currency of the Fund.  
Bonds are affected by changes in interest rates and their value and the income they generate can rise or fall as a result; 
The creditworthiness of a bond issuer may also affect that bond's value. Bonds that produce a higher level of income usually also carry 
greater risk as such bond issuers may have difficulty in paying their debts. The value of a bond would be significantly affected if the 
issuer either refused to pay or was unable to pay. 
The Fund can invest in derivatives. Derivatives are used to protect against currency, credit or interest rate moves or for investment 
purposes. There is a risk that losses could be made on derivative positions or that the counterparties could fail to complete on transactions. 
The Fund uses derivative instruments that may result in higher cash levels. Cash may be deposited with several credit counterparties 
(e.g. international banks) or in short dated bonds. A credit risk arises should one or more of these counterparties be unable to return the 
deposited cash. 
The Fund invests in emerging markets which carries a higher risk than investment in more developed countries. This may result in higher 
volatility and larger drops in the value of the fund over the short term. 
The Fund may encounter liquidity constraints from time to time. Participation rates on advertised volumes could fall reflecting the less 
liquid nature of the current market conditions. 
Counterparty Risk: any derivative contract, including FX hedging, may be at risk if the counterparty fails. 
There is no guarantee that an absolute return will be generated over a rolling 12 month period or any other time period 
The issue of units/shares in Liontrust Funds may be subject to an initial charge, which will have an impact on the realisable value of the 
investment, particularly in the short term. Investments should always be considered as long term. 

Disclaimer 
Non-UK individuals: This document is issued by Liontrust Europe S.A., a Luxembourg public limited company (société anonyme) 
incorporated on 14 October 2019 and authorised by and regulated as an investment firm in Luxembourg by the Commission de 
Surveillance du Secteur Financier (“CSSF”) having its registered office at 18, Val Sainte Croix, L-1370 Luxembourg, Grand Duchy of 
Luxembourg and registered with the Luxembourg trade and companies register under number B.238295. 
UK individuals: This document is issued by Liontrust Investment Partners LLP (2 Savoy Court, London WC2R 0EZ), authorised and 
regulated in the UK by the Financial Conduct Authority (FRN 518552) to undertake regulated investment business. 
It should not be construed as advice for investment in any product or security mentioned, an offer to buy or sell units/shares of Funds 
mentioned, or a solicitation to purchase securities in any company or investment product. Examples of stocks are provided for general 
information only to demonstrate our investment philosophy. The investment being promoted is for units in a fund, not directly in the 
underlying assets. 
This information and analysis is believed to be accurate at the time of publication, but is subject to change without notice. Whilst care 
has been taken in compiling the content, no representation or warranty is given, whether express or implied, by Liontrust as to its 
accuracy or completeness, including for external sources (which may have been used) which have not been verified. 
This is a marketing communication. Before making an investment, you should read the relevant Prospectus and the Key Investor 
Information Document (KIID) and/or PRIIP/KID, which provide full product details including investment charges and risks. These 
documents can be obtained, free of charge, from www.liontrust.co.uk or direct from Liontrust. If you are not a professional investor 
please consult a regulated financial adviser regarding the suitability of such an investment for you and your personal circumstances. All 
use of company logos, images or trademarks in this document are for reference purposes only.  

 

For a comprehensive list of common financial words and terms, see our glossary at:  
https://www.liontrust.com/benefits-of-investing/guide-financial-words-terms 

https://www.liontrust.co.uk/benefits-of-investing/guide-financial-words-terms
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