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Fund change that may have material impact on performance: 11 Dec 2017 - charges of 

creating units increased. 29 Jan 2018 – dividend distribution policy changed.

Performance is calculated according to net asset value per unit. The Fund's trading price 

on the stock exchange may be different from its net asset value per unit.

3Y¹ 5Y¹

Calendar Year 

Performance (%)²

Ming Leap

HKD 2,801,713,467

Investments involve risks. Investors are advised to consider their own investment objectives and circumstances in determining the 

suitability of an investment in the Fund. An investment in the Fund may not be suitable for everyone. If you are in any doubt about the 

contents of this document, you should consult your stockbroker, bank manager, solicitor, accountant or other financial adviser. Investors 

should note:

• The Fund is an exchange traded bond fund. The Fund’s market price on the stock exchange may be different from its net asset value 

per unit.

• The listing of the Fund on the stock exchange in Hong Kong does not guarantee a liquid market and the Fund may be delisted. 

• The Fund invests primarily in Hong Kong dollar government and quasi-government bonds with an aim to track the performance of the 

underlying index. 

• Investing in the Fund involves substantial credit, counterparty, market, volatility and liquidity risks. In the case of turbulent market 

situation, investors may suffer substantial loss. 

• Investors should not invest in the Fund solely based on the information provided in this document and should read the Prospectus of the 

Fund for details. 

• Unit trusts are NOT equivalent to time deposits. Investors should not invest in the Fund solely based on the information provided in this 

document. The Fund differs from a typical trust and investors should read the offering document of the Fund for details. This document 

does not constitute an offering document.

2013 2014 2015

Past performance is not an indicator of future returns. The figures are calculated in 

the share class base currency, NAV to NAV basis with dividend reinvested, net of 

fees. If investment performance is not denominated in HKD or USD, HKD or USD 

based investors are exposed to exchange rate fluctuations.

Source: HSBC Global Asset Management, data as at 31 March 2018

Management Fee

First HKD 1,560 

million 0.15%, 

thereafter 0.12%

Base Currency

Domicile

2.41 4.65

Reference 

Benchmark

Fund 2.48 2.54 -0.83 1.62

ISIN

Inception Date
3M 1Y

Reference 

Benchmark

Performance (%)

Fund -0.07 -0.07

1
Result is cumulative when calculation period 

is over one year.
2
The calendar year return of the first year is 

calculated between share class inception date 

and calendar year end of first year if the share 

class has less than 5-year history.

This Fund seeks to provide investment results that correspond closely to the total return of the Markit iBoxx ABF Hong Kong Index, before 

fees and expenses.
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Volatility 2.3% 2.2% Volatility 2.5% 2.4%

Sharpe Ratio -0.10 0.04 Sharpe Ratio 0.02 0.14

Tracking Error 0.2% - Tracking Error 0.2% -

Information Ratio -1.59 - Information Ratio -1.62 -

Current Yield (Gross) 1.95 1.94 0.02

Average Credit Quality
4 AA+/AA AA+/AA -

Average Coupon 1.96 1.93 0.02 Maturity Average 4.73 4.98 -0.26

Effective Duration
3 4.39 4.46 -0.07 Number of Issuers 9 14 -

Portfolio Yield 1.80 1.85 -0.05

Average Yield to Maturity 1.80 1.85 -0.05

Treasuries 77.55 78.19 -0.63

Sovereign 5.39 3.35 2.05

AA 97.76 96.82 0.93 Agencies 5.22 3.15 2.07

A 2.17 0.83 1.33 Industrial 5.03 6.28 -1.25

NR - 2.35 -2.35 Supranational 4.16 4.48 -0.32

Cash 0.08 - 0.08 Financial Institutions 2.57 4.55 -1.99

Cash 0.08 - 0.08

Bonds < 1 year 0.03 - 0.03

Bonds 1-2 years 0.40 0.52 -0.12

Bonds 2-3 years 0.32 0.30 0.02

Bonds 3-4 years 0.37 0.33 0.04

Bonds 4-5 years 0.64 0.60 0.03

Bonds 5-10 years 1.45 1.48 -0.03

Bonds > 10 years 1.18 1.23 -0.05

Total 4.39 4.46 -0.07

3
Effective Duration, excludes interest rate futures, bond futures and excess return from interest rate swaps.

4
Average credit rating uses 'Index rating' which is an average of the vendors: S&P, Fitch, Moody’s. The average fund and benchmark rating 

does not include securities rated NR or NA.

Source: HSBC Global Asset Management, data as at 31 March 2018
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Number of Holdings ex Cash 61 73 -
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3-Year Risk Measures Fund
Reference 
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Credit Quality Rating 

Allocation (%)
Fund

Sorted from highest to lowest rating. Cash is not included in any 

rating. Sorted from largest to smallest per market values of weight.

Sorted from shortest to longest per the length of maturity.
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5-Year Risk Measures Fund
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Monthly Performance Commentary

ABF Hong Kong Bond Index Fund Share Class Fund

Market Review

US treasury yield curve flattened in the month as longer-dated yields declined amid concerns of trade wars. On 1 March US President Trump 

announced tariffs on steel and aluminum imports while on 22 March Trump proposed tariffs on some imports from China which led to another 

decline in yields. Meanwhile, front-end yields increased on concerns of more aggressive Fed tightening. Separately in its March meeting, the 

FOMC delivered the 25bp rate hike that the market had expected. The new Fed “dot plot” signaled two more rate hikes for 2018, in line with 

the December forecast, while the forecast for the number of rate hikes in 2019 rose to 3 from 2.

Largely tracking US treasury yield curve, Hong Kong sovereign yield curve also flattened in March. Short-dated government bond yields rose 

amid expectations that interventions by the HKMA when spot USD-HKD reaches the weak side of the convertibility zone will likely lead to 

tighter liquidity conditions.

Similarly, the HK dollar swap yield curve also flattened tracking the movement in Hong Kong sovereign yield curve, with the upward shift in 

shorter-dated yields reflecting expectations of potentially tighter liquidity conditions going forward.

Economic Review

The US non-farm payrolls increased by 313K in February, well above expectation of 205K, while the yoy growth in average hourly earnings 

slowed from 2.8% in January to 2.6%. Separately, the final release of Q4 GDP came in at 2.9% qoq annualised (qoqa), 0.4 percentage points 

(ppts) higher than the previous estimate. Growth in consumer consumption, the key driver of economic activity, was revised 0.2ppts higher to 

4.0% qoqa. Meanwhile, February inflation was in line with expectations. PCE core, the Fed’s preferred measure of inflation, rose 0.2% mom, 

leaving the annual rate at 1.6%. In a different report, CPI inflation ex food and energy rose 1.8% yoy.

Hong Kong economy has maintained its momentum with private sector activity strongest in four years. Hong Kong Nikkei PMI rose to 51.7 in 

February from 51.1 in January, led by acceleration in new orders and output activity. In the first two months of the year, Hong Kong retail 

sales grew by 15.7% and 13.9% in value terms and in volume terms respectively year-on-year. Separately, Hong Kong external merchandise 

trade performed well in early 2018 amid the solid expansion of the global economy. Taking January and February 2018 together, export 

registered a good double digit growth over a year earlier, with major markets generally registering notable gains.

Taking the first two months of 2018 together to neutralize the effect of the Chinese New Year, headline composite CPI rose by 2.4% over a 

year earlier. Netting out the effect of all government’s one-off relief measure, the composite CPI rose by 2.3% over a year earlier. Inflation 

pressure remained overall moderate in early 2018. 

Economic/Market Outlook

US treasuries remained traded in a relatively volatile manner in March with continued US monetary policy normalization, concerns about trade 

wars and volatility in global equities. We continued to believe that US treasuries may still be subject to volatility in the near term amid 

headlines on trade tensions and geopolitical risks. Despite the narrative of some building price pressures, core PCE and core CPI inflation 

have been running well below their pre-crisis averages. In addition, inflation expectations, which are generally thought to be an important 

factor in determining inflation, remain relatively low. While the US labour market has clearly tightened, wages have been relatively slow to 

respond, with wage growth still some way below pre-crisis levels. Meanwhile, the structural disinflationary forces remain such as technology 

development, globalization, and income inequality, which should help keep the structural regime of “price stability” intact. Hence, we still 

believe that the pace of the US monetary policy normalization will continue to be very “gradual” by historical standards. US treasury markets 

have gone a long way to discounting a plausible degree of US monetary tightening, and although the balance of risks may still lie slightly to 

the upside in terms of UST yields, current levels are reasonably sustainable in our view.

Although US money rates rose with continued gradual increases in US Fed fund rates, ample liquidity has allowed Hong Kong’s money rates 

to stay low relative to the US. This has driven a widening differential between the US and Hong Kong money rates, which drove the HKD to 

its multi-decade lows. However, we believe that in the near term, Hong Kong money rates are likely to be subject to some upside pressure. 

The Hong Kong Monetary Authority said on 8 March that it had no immediate plans to issue additional Exchange Fund bills, which were used 

previously to soak up excess cash in money markets. It may instead opt to buy the HKD when the exchange rate breaches the level of 7.85, 

which should help narrow the gap between the US and Hong Kong money rates and defend the currency. However, there are still several 

moving parts affecting HKD money market liquidity, which are worthwhile to pay attention to. These include the HKD-denominated asset 

market performance, the southbound flows via the Stock Connect, the prospect of IPOs and etc.

In the medium to long term, if the peg is sustained (which is our base scenario), we expect the Hong Kong dollar bond curve to remain 

correlated with the US interest rates and hence, expect the Hong Kong dollar bond yields to follow similar movements in US treasury yields. 

As for the Hong Kong economy, the favorable job and income conditions and sustained recovery in inbound tourism should continue to 

provide support for retail sales. Meanwhile, the sustained expansion of the global economy remains supportive to Hong Kong exports. 

However, uncertainty in the external trade environment have increased visibly in recent weeks due to rising trade tensions between the US 

and other major economies, which needs to be monitored closely. Separately, we continue to hold the belief that inflation pressure should 

remain moderate but may face some mild upside pressure in the near term, amid a stronger global economy and continued expansion of the 

local economy.
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Terms of Glossary

Convertible bond, is a type of bond that the holder can convert into a specified number of shares of common stock in the issuing company 

or cash of equal value.

Corporate bond, is bond issued by a company in order to raise financing.

Coupon, the annual interest rate paid on a bond, expressed as a percentage of the face value.

Credit quality, one of the principal criteria for judging the investment quality of a bond or bond mutual fund.

Developed markets, countries that are most developed in terms of its economy and capital markets.

Duration, a measure of the sensitivity of the price (the value of principal) of a fixed-income investment to a change in interest rates.

Emerging markets (EM), nations' economies in the process of fast economic growth. Investments in emerging markets are generally 

considered to be with higher risk.

Government bond or Gilt, a loan to a national government in return for regular payments (known as the coupon) and a promise that the 

original investment (principal) is paid back at a specified date. Gilts are loans to the UK government.

High yield bond, is fixed income security with a low credit rating from a recognised credit rating agency. They are considered to be at higher 

risk of default, but have the potential for higher rewards.

Information ratio, is a ratio of portfolio returns above/under the returns of a benchmark to the volatility of those returns.

Investment grade bond, is considered investment grade or IG if its credit rating is BBB- or higher by Standard & Poor's or Baa3 or higher by 

Moody's.

Maturity, the period of time for which a financial instrument remains outstanding.

Effective Duration, is a duration value based on the probability of early redemption call by the bond issuer.

Sharpe ratio, a measure for calculating risk-adjusted return, and this ratio has become the industry standard for such calculations.

Tracking error, a measure of how closely a portfolio follows the index to which it is benchmarked.

Volatility, a measure of how much a fund's price goes up or down as a percentage of its average performance.

Yield to maturity, the total return anticipated on a bond if the bond is held until the end of its lifetime.

Portfolio Yield, the lowest potential yield that can be received on a bond without the issuer actually defaulting.

Index Disclaimer

ABF Hong Kong Bond Index Fund Share Class Fund

Important Information

This document is prepared for general information purposes only and does not have any regard to the specific investment objectives, 

financial situation and the particular needs of any specific person who may receive it. Any views and opinions expressed are subject to 

change without notice. This document does not constitute an offering document and should not be construed as a recommendation, an offer 

to sell or the solicitation of an offer to purchase or subscribe to any investment. Any forecast, projection or target where provided is indicative 

only and is not guaranteed in any way. HSBC Global Asset Management (Hong Kong) Limited (“AMHK”) accepts no liability for any failure to 

meet such forecast, projection or target. AMHK has based this document on information obtained from sources it reasonably believes to be 

reliable. However, AMHK does not warrant, guarantee or represent, expressly or by implication, the accuracy, validity or completeness of 

such information. Investment involves risk. Past performance is not indicative of future performance. Please refer to the offering document for 

further details including the risk factors. This document has not been reviewed by the Securities and Futures Commission. Copyright © HSBC 

Global Asset Management (Hong Kong) Limited 2018. All rights reserved. This document is issued by HSBC Global Asset Management 

(Hong Kong) Limited.

Neither Markit, its Affiliates or any third party data provider makes any warranty, express or implied, as to the accuracy, completeness or 

timeliness of the data contained herewith nor as to the results to be obtained by recipients of the data. Neither Markit, its Affiliates nor any 

data provider shall in any way be liable to any recipient of the data for any inaccuracies, errors or omissions in the Markit data, regardless of 

cause, or for any damages (whether direct or indirect) resulting therefrom. Markit has no obligation to update, modify or amend the data or to 

otherwise notify a recipient thereof in the event that any matter stated herein changes or subsequently becomes inaccurate. Without limiting 

the foregoing, Markit, its Affiliates, or any third party data provider shall have no liability whatsoever to you, whether in contract (including 

under an indemnity), in tort (including negligence), under a warranty, under statute or otherwise, in respect of any loss or damage suffered by 

you as a result of or in connection with any opinions, recommendations, forecasts, judgments, or any other conclusions, or any course of 

action determined, by you or any third party, whether or not based on the content, information or materials contained herein. Copyright © 

2018, Markit Indices Limited. 



Supplement Information Sheet

Fund HKD

Fund HKD

1.17%30 Jan 2018 0.570000

ABF Hong Kong Bond Index Fund

Dividend Amount

Annualised Yield 

(Distribution is not 

guaranteed and may 

be paid out of 

capital)

Fund
Base 

Currency
Distribution Frequency Dividend ex-date

Semi-annually

1.49%

The above table cites the last dividend paid within the last 12 months only. Dividend is not guaranteed and may be paid out of capital, which 

will result in capital erosion and reduction in net asset value. A positive distribution yield does not imply a positive return. Past payout yields 

and payments do not represent future payout yields and payments. Historical payments may be comprised of both distributed income and 

capital. 

The calculation method of annualised yield: (dividend value / NAV per share or unit as of ex-dividend date) x n, n depends on the distributing 

frequency. Annually distribution is 1; semi-annually distribution is 2; quarterly distribution is 4; monthly distribution is 12. 

The annualised dividend yield is calculated based on the dividend distribution on the relevant date with dividend reinvested, and may be 

higher or lower than the actual annual dividend yield.

Semi-annually 28 Jul 2017 0.740000

31 Mar 2018


