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Haven assets needed. They don't even have to be that safe
Investors are turning to assets that might seem relatively riskier, but are potentially sheltered from global events while also o�ering extra yield
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"I'm not quite a believer that we're going to stay at these levels, at these low rates, but now I have to invest a little bit, but begrudgingly." - Sarah Lange, a senior �xed-income portfolio
manager at Pentegra
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CORPORATE debt, collateralised securities and even stocks may not sound like the sort of assets money managers would seek out for their haven qualities.
Yet a slide in global bond yields is forcing investors to look outside of the usual refuges as they hunt for stable assets that provide at least a modicum of
return.

Gene Tannuzzo, who oversees the US$4.8 billion Columbia Strategic Income Fund, says he's adding investment-grade corporate bonds from Europe for the
extra yield. Sarah Lange, a senior �xed-income portfolio manager at Pentegra, is "begrudgingly" seeking out asset-backed debt. Craig Pernick, the head of
�xed income for Chevy Chase Trust Co., was even tempted recently by a non-convertible dollar bond from China's Weibo Corp.

"Everybody has their own de�nition of safe haven, and it seems people are loosening that de�nition in search of yield," said Mr Pernick, whose �rm
manages US$30 billion in assets. The challenge these days is "not falling into the trap of changing strategy too much."

New reality

It's the new reality for investors dealing with the fallout from dovish turns by central banks in the United States and Europe, which have pledged to act to
ward o� an economic slowdown and want to boost stubbornly low in�ation toward their target levels.

SEE ALSO: ANZ under the gun to clean up its act in NZ

Money managers staring down 10-year Treasury yields around their lowest since 2016 and some US$12.7 trillion of global negative-yielding debt that
they'd have to actually pay for the privilege of owning are left with few options beyond easing their standards.

As a result they're turning to assets that might seem relatively riskier, but are potentially sheltered from global events while also o�ering extra yield.

This year's global bond rally broadly re�ects persistently low in�ation rates, investors' expectations that a recession is on the horizon and the possibility
that central banks may not be able to do enough to spark growth or consumer-price increases.

But US government bonds have gotten an extra boost from demand generated by the negative yields in Europe, according to Brett Wander, who oversees
more than US$190 billion in assets at Charles Schwab Investment Management in San Francisco. As of Thursday, the 2.01 per cent payout on benchmark
10-year Treasuries was about 70 basis points above its record intraday low reached in 2016.

Risks of "Japani�cation

Bank of America strategists are warning of the risks of "Japani�cation" of yield curves throughout much of the developed world, resulting from an extended
period of subpar growth, slow in�ation and low rates. That pattern already seems to be taking hold in Europe, and Bank of America sees a risk that yields
will stay persistently low across much of the continent, as well as the US and Japan.

A world starved of yield "implies a tectonic shift in asset allocation," with greater appetite for emerging-market investments, said Bruno Braizinha, BofA's
director of US rates strategy.

For Mr Tannuzzo, deputy global head of �xed income at Columbia Threadneedle Investments in Minneapolis, �nding a safe and positive-yielding
investment means sorting through investment-grade corporate bonds in Europe. While the euro-denominated notes carry lower nominal yields than
equivalent US securities, he points out that they actually have better returns once factoring in the conversion to dollars.

European corporate credit yields sank to a record low this week on a �ood of demand from investors, but Mr Tannuzzo sees them dropping even further if
the European Central Bank begins purchasing more corporate bonds.

Out-of-mainstream choices

At Pentegra, a White Plains, New York-based pension fund that manages US$15 billion in assets, Ms Lange said she favours out-of-the-mainstream choices
in securitised products: "new issues, esoteric asset streams, private deals that won't get a whole lot of publicity."

"I'm not quite a believer that we're going to stay at these levels, at these low rates, but now I have to invest a little bit, but begrudgingly," she said during a
June 20 interview at a conference in Philadelphia. With a 10-year Treasury yield that has a better chance of getting to 1.25 per cent than 2.40 per cent, "I
have to just throw in the towel and I have to start spending some of my cash."

Mr Pernick of Chevy Chase Trust said he and his colleagues "spent a lot of time" this week looking at the �ve-year note from Weibo, a Chinese social media
company, that yielded 1.725 percentage points over Treasuries as of Wednesday. "In the end, we just didn't have the comfort level at that spread to add it,"
he said. "The risk-reward was not there."
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Guy Haselmann, chief executive o�cer of FETI Group LLC, said he's hearing many portfolio managers rely on dividend-paying stocks as a form of �xed
income.

Indeed, the iShares US Real Estate ETF, which carries an indicated yield of about 3.1 per cent, saw its biggest in�ow since February 2018 on Monday as
investors put US$294 million into the fund, according to data compiled by Bloomberg.

Mr Haselmann, whose Summit, New Jersey-based company works with managers to generate ideas, sees a revival of the TINA ("there is no alternative")
trade, which results in a less-than-ideal portfolio allocation usually made up of stocks because other asset classes o�er worse returns.

"What could go wrong?" he asked. BLOOMBERG

HAVEN ASSETS SAFE RISK

Read all exclusive articles

Get two weeks of free access to The Business Times and get the latest business and �nancial updates.
No credit card required.

Gain access now
The Business Times

Enjoy full access 

MUST READ

Singapore sees jump in M&A value for H1 at US$17.1b; S-E Asia bucks downtrend

Jul 2, 2019

This site uses cookies to help us serve you better. By continuing to explore our site, you accept our use of cookies.
✓ Accept

https://www.businesstimes.com.sg/keywords/haven
https://www.businesstimes.com.sg/keywords/assets
https://www.businesstimes.com.sg/keywords/safe
https://www.businesstimes.com.sg/keywords/risk
https://www.businesstimes.com.sg/#facebook
https://www.businesstimes.com.sg/#linkedin
https://www.businesstimes.com.sg/#twitter
https://www.businesstimes.com.sg/#whatsapp
https://www.businesstimes.com.sg/#email
https://www.sphsubscription.com.sg/eshop/?r=registerevent/btcxenseft2w&utm_campaign=btcxense&utm_medium=sph-publication&utm_source=cxense-bt&utm_content=trialbutton-cxense
https://www.businesstimes.com.sg/banking-finance/singapore-sees-jump-in-ma-value-for-h1-at-us171b-s-e-asia-bucks-downtrend
https://www.businesstimes.com.sg/banking-finance/singapore-sees-jump-in-ma-value-for-h1-at-us171b-s-e-asia-bucks-downtrend
https://www.businesstimes.com.sg/government-economy/daily-debrief-what-happened-today-930
https://sph.com.sg/legal/cookie-policy/


Daily Debrief: What Happened Today

Jul 2, 2019

Singapore �rms' payment performance worsens in Q2: SCCB

Jul 2, 2019

3 best-performing o�ce S-Reits returned 28% in year to date: SGX

Jul 2, 2019

FROM AROUND THE WEB

This site uses cookies to help us serve you better. By continuing to explore our site, you accept our use of cookies.
✓ Accept

https://www.businesstimes.com.sg/government-economy/daily-debrief-what-happened-today-930
https://www.businesstimes.com.sg/government-economy/daily-debrief-what-happened-today-930
https://www.businesstimes.com.sg/government-economy/singapore-firms-payment-performance-worsens-in-q2-sccb
https://www.businesstimes.com.sg/government-economy/singapore-firms-payment-performance-worsens-in-q2-sccb
https://www.businesstimes.com.sg/companies-markets/3-best-performing-office-s-reits-returned-28-in-year-to-date-sgx
https://sph.com.sg/legal/cookie-policy/


PRINT ARCHIVE MON TUE WED THU FRI SAT

  

          

SUBSCRIBE TO THE BUSINESS TIMES NOW : CALL +65 388 3838 | BTSUBSCRIBE.SG

ABOUT US  CONTACT US  HELP  TERMS & CONDITIONS  SPH WEBSITES  DATA PROTECTION POLICY

SPH DIGITAL NEWS

© 2019 SINGAPORE PRESS HOLDINGS LTD. REGN NO. 198402668E

Recommended by

These Special Stairlifts Will Make You
Rethink Mobility. Search For Disabled Stair
Lift Price
home.trendysearches.com

Sports Billionaires: Jeanie Marie Buss is
One of the Richest Team Owners in Sports
Investing.com

High-interest savings accounts that earn you
piles of cash
NerdWallet

10 Credit Cards That Can't Be Beat In 2019
NerdWallet

What is Rheumatoid Arthritis? Look For
Symptoms, Treatment & More
Yahoo! Search

This Free Upgrade Makes Amazon Prime
Even Better
Honey

2019: Little-Known Rule in Brookfield, CT
Comparisons.org

Why Many Americans' Retirements May
Not Hold Up
AARP

00:10

This site uses cookies to help us serve you better. By continuing to explore our site, you accept our use of cookies.
✓ Accept

https://www.businesstimes.com.sg/todays-paper/20190701
https://www.businesstimes.com.sg/todays-paper/20190702
https://www.businesstimes.com.sg/todays-paper/20190626
https://www.businesstimes.com.sg/todays-paper/20190627
https://www.businesstimes.com.sg/todays-paper/20190628
https://www.businesstimes.com.sg/todays-paper/20190629
https://www.businesstimes.com.sg/
https://www.businesstimes.com.sg/lifestyle
https://www.facebook.com/thebusinesstimes
https://twitter.com/businesstimes
https://www.instagram.com/btlifestyle/
https://www.linkedin.com/showcase/the-business-times
https://www.businesstimes.com.sg/rss-feeds
http://epaper.businesstimes.com.sg/
https://www.businesstimes.com.sg/content/about-us
https://www.businesstimes.com.sg/content/contact-us
https://www.businesstimes.com.sg/help
https://sph.com.sg/legal/website_tnc.html
https://www.businesstimes.com.sg/sph-websites
https://www.sph.com.sg/legal/pdpa.html
https://www.outbrain.com/what-is/default/en
http://home.trendysearches.com/?q=Disabled%20Stair%20Lift%20Price&gt0=8&ggb=1&gjl=t2l&a=srh_obr_00_00_--tc-8008-spid-1-dmid-8--&g57=8008&gu8=1510&g1d=435&gks=YahooHQ&g8i=0.36&aid=004ba6ec2707d5ee79b130a0329a64d7ad&gr3=$section_name$&site=$publisher_name$_$section_name$&network=outbrain&gkf=$publisher_name$&glb=00d6d3332800fe0d581723d2c86ac91134&g2z=$uuid$&ob_click_id=$ob_click_id$&oiu=$section_id$&rty=$publisher_id$&zb6=00bd4ff91ce2309950121a8f39f53cab04&obOrigUrl=true
https://news.education.investing.com/all-star-billionaires-top-25-richest-sports-team-owners/?utm_source=Outbrain&utm_medium=cpm&utm_campaign=US-TeamOwners(JeanieMarieBuss-1)New-Desktop-Chrome-2&utm_content=Sports+Billionaires%3A+Jeanie+Marie+Buss+is+One+of+the+Richest+Team+Owne&utm_term=$publisher_name$_$section_name$&origin=outbrain&outbrain_params[ad_id]=00dff6b70101497cd6effd8031ce18e8a4&outbrain_params[doc_title]=All+Star+Billionaires%3A+Top+25+Richest+Sports+Team+Owners&outbrain_params[doc_author]=Audrey+Kyanova&outbrain_params[doc_id]=00300bd526462e236114565d3bbb90a85e&outbrain_params[ad_title]=Sports+Billionaires%3A+Jeanie+Marie+Buss+is+One+of+the+Richest+Team+Owne&outbrain_params[publish_date]=20190602&outbrain_params[req_id]=$req_id$&outbrain_params[source_id]=$source_id$&outbrain_params[promoted_link_id]=00dff6b70101497cd6effd8031ce18e8a4&outbrain_params[time_stamp]=$time_stamp$&outbrain_params[campaign_id]=00c1955f3649978fa439eae43d972c6c7f&outbrain_params[uuid]=$uuid$&outbrain_params[section_id]=$section_id$&outbrain_params[section_name]=$section_name$&outbrain_params[publisher_id]=$publisher_id$&outbrain_params[publisher_name]=$publisher_name$&outbrain_params[ob_click_id]=$ob_click_id$&outbrain_params[android_id]=$android_id$&outbrain_params[idfa]=$idfa$&obOrigUrl=true
https://www.nerdwallet.com/ur/?utm_content=6938f7&nw_campaign_id=151010402767892900&utm_medium=ntv&utm_source=ob&utm_campaign=bk_mktg_paid_041619_prem_d_ob&utm_term=$publisher_id$&mktg_place=$section_id$&outbrainClickId=$ob_click_id$&obOrigUrl=true
https://search.yahoo.com/yhs/search?hspart=yahoo&hsimp=yhs-g63a&lr=1&p=rheumatoid+arthritis+treat&type=rheumatoidarthritistreatmentVL4-mt-068E91F3FE80B60B79247EE7FE492D60&-$publisher_id$-$section_name$&obOrigUrl=true
https://www.joinhoney.com/r/OB_US_190513_Amazon_RON_Broad_None_GhostAmazonStack19_AmazonIllustration_CPC_18-65_All_NA_AmazonStorefrontRedBox_9999?utm_source=outb&utm_medium=dis&utm_campaign=OB_US_190513_Amazon_RON_Broad_None_GhostAmazonStack19_AmazonIllustration_CPC_18-65_All_NA_AmazonStorefrontRedBox_9999&utm_content=GhostAmazonStack19&url=https%3A%2F%2Fwww.joinhoney.com%2Fg-blog%2Fthe-amazon-tip-you-need-to-know-in-2019&obOrigUrl=true
https://rtb-use.mfadsrvr.com/click/w39Tbp78TzheB8jLQbTLAY3UAJ1vuqMixOLWKeWPAPNIvO7p7t6FxqPGbjo_txwoLxCVaBgczXUIYJYzLKB5TWWRKIadGPCLHf3oNqqS2T6xxTUYg6bqI_kX95UI9_lhAfMpkudqyXlcm3Aeezib4zFzwYd3mAkL2rRuLnl-y5LTaKTN7LwP9WaK9nnWXCCcTZRj8MidHoEB0bIBdBerR1ys3Dk1vv9tiIDA9-cOaQi8R97Ad5WndjJ63gmO7KGhJcillSGbiUa5bxFOEz21xDGlreK5cHXdYhaYUy556gM3Dh6zTIYWxdnhmt6D_DB_wH3WliDkEvqmYrIiResduS1luCRJTamaji0tdavZOFM9hIbg_NsEERTBHbclJLFzXo5l2G2VdcgGSvruqvk9KCqoCk63c6iQpDl8jCbYvGr3T_j1rbfbESeSifpyFP7nkoio1e_yIpHlKVKj5X2pMf9vQsvKqoiE4-pBCf_uf2lUdOt2bQwYhb8dtLpoDD32rGIAGENf28C1lc901zPBc7E39aDkoKSmhUsl-IvqWPHOdSmeFQzAB1dVIJfLd4kBgddHZxTOT5K1c0fXUxRTd2WLTcjgLs68gjq7yHn9iNuv9uqEW-o0M1NKj0IpO6FA8_os7GTIMx59mo1WcPq7yiHj2Pa3GrAdaawRCRTowgV9e_ml-61BnI-aaeD8V5fM3K6-Oc8pDy_hdIAeN5JjZ7FZOCxD2fPvjiMH1DQ_m1BvXjidjeavLaGPX0zwVIPprj1V6NuKQhTqRnfwRgWJqebkTIr6TSVloLf1bK23LNUWLl22P7ij8SLFzJgitD3zn87hEfebJuYh7jzd164ZilSL98cpXAPpeDFenIj0Cz3_vgdVsTzY5nhvCuU38pC6qiCcq22oXpKWDyqD0V4nqiebMAqiq4Gik2H1EIhZ_jZzTuMQcWbeHDMGOX_sl4NwCWwdBk8uNoJwxoqYEoA6OBp22yelyn0uxlp0YfpXj-n4IBUsDNqmMIr6OumJsyw_bQPqtSdWA-ONP322bx5YsMhEutKHBVltzk8hmYWy4OF4PHQDYsKNYsz3nBoWQ8ul3FsP87CdJcWsxXlHD4KuXoqHAm-DM0PAQWzkyfVZ///?obOrigUrl=true
https://www.aarp.org/retirement/planning-for-retirement/info-2019/retirees-fear-losing-money.html?cmp=SL-DSO-OUTBRAIN-DESK-RETIREMENT-RET-SAPLA-MIXED-CPC-BRANDSAFE_Why+Many+Americans%27+Retirements+May+Not+Hold+Up%0D_00b404bbb44e33a528849661d87a4e62b7_$section_name$&obOrigUrl=true
https://sph.com.sg/legal/cookie-policy/

