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Risk factors you should consider 
before investing: 
a. The value of an investment can fall as 

well as rise and is not guaranteed. An 
investor may get back less than they 
put in. The fund makes extensive use 
of derivatives for investment purposes. 
Past Performance is not a guide to future 
performance. 

b. The fund invests in securities which are 
subject to the risk that the issuer may 
default on interest or capital payments.

c. The fund price can go up or down daily 
for a variety of reasons including changes 
in interest rates, inflation expectations or 
the perceived credit quality of individual 
countries or securities.

d. The fund invests in equities and equity 
related securities. These are sensitive to 
variations in the stock markets which can 
be volatile and change substantially in 
short periods of time.

e. The fund may invest in emerging market 
equities and / or bonds. Investing in 
emerging markets involves a greater risk 
of loss than investing in more developed 
markets due to, among other factors, 
greater political, tax, economic, foreign 
exchange, liquidity and regulatory risks.

f. The use of derivatives carries the risk 
of reduced liquidity, substantial loss 
and increased volatility in adverse 
market conditions, such as a failure 
amongst market participants. The use 
of derivatives will result in the fund being 
leveraged (where market exposure and 
thus the potential for loss by the fund 
exceeds the amount it has invested) and 
in these market conditions the effect of 
leverage will be to magnify losses. The 
fund makes extensive use of derivatives.

g. The fund invests in high yielding bonds 
which carry a greater risk of default than 
those with lower yields.
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Activity 
At the start of the quarter, the Fund was 
defensively positioned. We reduced our short US 
equity and short high yield (HY) credit positions 
after the drivers played out rapidly. We exited 
our UK versus EM equity relative value position 
as the strategy had reached our return target. 
We took profits from our US investment grade 
bond versus equity position following strong 
performance driven by speculation of central 
bank pivoting to smaller rate increases. We 
exited several strategies where we considered 
the drivers to be challenged. These included 
our European real yields position as European 
inflation continues to surprise to the upside and 
our Asia HY position as tight monetary policy 
negatively affects the strategy. We increased 
our long favoured defensive FX position as we 
expect it to perform well in a risk-off environment.

During November, we added a new position in 
US versus Italian rates as we believe the spread 
has narrowed disproportionately. We exited our 
commodity carry trade as we believe there is 
increased vulnerability to rising commodity prices 
given China’s reopening. We added euros to our 
short sterling strategy with the aim of reducing 
dollar sensitivity given strong performance this. 
Finally, we marginally reduced our short US 
equity position.

Towards the end of the quarter, we exited the US 
yield-curve steepener as this was disapproved 
by our quarterly review process. We altered our 
short sterling FX positions to close the Swiss 
franc long leg in favour of reallocating to euros 
and US dollars. Lastly, we took profits on our 
US versus Italian rates strategy given recent 
outperformance.

Portfolio positioning and outlook     
Investment markets generally experienced 
positive performance over the fourth quarter, 
although there were pockets of weakness 
and volatility remained elevated. Global equity 
markets started the quarter strongly, rising on 
a rally in risk assets. Investors were focused 
on the third-quarter earnings season, whether 
inflation had peaked and how central banks 
would respond to potentially declining inflation 
and growing recessionary risks. By the end 
of November, equities were up almost 13%. 
However, some of these gains were given 
back in December with a new round of interest 
rate rises and hawkish comments from central 
bankers leading to investor unease and equities 
moving lower.

Global government bonds experienced mixed 
fortunes over the final quarter of a difficult 
year. UK government bonds recovered from 
September’s poorly received mini-Budget, 
helped by a change in prime minister and a 

reversal of planned tax cuts, while US Treasuries 
also rose although fell in sterling terms. 
European and Japanese government bonds 
declined over the period. The Fed, ECB and 
BoE continued to raise interest rates to combat 
high levels of inflation. However, welcome signs 
that inflationary pressures may be abating 
enabled this central bank trio to moderate the 
scale of rate rises in December after larger rises 
in November.

Corporate bonds enjoyed a strong final quarter 
in an otherwise difficult year for the asset 
class. They were boosted by signs that global 
inflationary pressures may be receding in the 
US and Europe. This led to investor hopes that 
an end to the current interest rate-hiking cycle 
may be in sight. Riskier European and US high-
yield bonds rose significantly in local-currency 
terms. UK corporate bonds also enjoyed a better 
quarter after the reversal of September’s poorly 
received mini-Budget and the replacement of 
prime minister Liz Truss with Rishi Sunak, the 
former chancellor.

The global economy is facing multiple, 
reinforcing headwinds, which is likely to lead 
to a deeper and earlier global recession. We 
expect inflation to remain elevated in the 
short term but decline in the medium term as 
disinflationary forces take hold. We do not 
believe investors have fully priced in this more 
negative scenario. Equity markets have primarily 
reflected a valuation rerating, together with some 
moderation in earnings growth. Interest-rate 
markets are reflecting a significant tightening in 
many countries, but risks remain elevated until 
inflation has clearly peaked.
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2022 2021 2020 2019 2018

Standard Life Global Absolute Return Strategies Fund -10.8 -3.3 6.0 5.6 -7.8

ESTR from 1/1/22, prior 6 Month EURIBOR + 5% p.a. 0.0 -0.5 -0.4 -0.3 -0.3

Discrete annual performance year to 31/12

Past performance is not a guide to future results. The value of investments, and the income from 
them, can go down as well as up and an investor may get back less than the amount invested. This 
investment may be affected by changes in currency exchange rates.

Fund performance has been calculated net of Annual Management Charge.
Source: abrdn

3 Months 
%

1 Year 
%

3 Years 
(p.a.) %

5 Years 
(p.a.) %

Standard Life Global Absolute Return Strategies Fund -1.0 -10.8 -2.9 -2.3

ESTR from 1/1/22, prior 6 Month EURIBOR 0.3 0.0 -0.3 -0.3

Cumulative and Annualised performance as at 31/12/2022
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financial instruments. It is not intended for distribution or use by any person or entity who is a citizen or resident of or located in any jurisdiction where such distribution, publication or 
use would be prohibited. No information, opinions or data in this document constitute investment, legal, tax or other advice and are not to be relied upon in making an investment or 
other decision.
Standard Life Global Absolute Return Strategies Fund is an Irish Unit Linked Fund. The fund is invested in the Global Absolute Return Strategies Fund, managed by abrdn. 
Any data contained herein which is attributed to a third party (“Third Party Data”) is the property of (a) third party supplier(s) (the “Owner”) and is licensed for use by Standard Life 
Aberdeen*. Third Party Data may not be copied or distributed. Third Party Data is provided “as is” and is not warranted to be accurate, complete or timely. To the extent permitted by 
applicable law, none of the Owner, Standard Life Aberdeen* or any other third party (including any third party involved in providing and/or compiling Third Party Data) shall have any 
liability for Third Party Data or for any use made of Third Party Data. Neither the Owner nor any other third party sponsors, endorses or promotes the fund or product to which Third 
Party Data relates. 
*abrdn means the relevant member of abrdn group, being abrdn plc together with its subsidiaries, subsidiary undertakings and associated companies (whether direct or indirect) from 
time to time. 
Issued by abrdn Investments Luxembourg S.A. 35a, Avenue J.F. Kennedy, L-1855 Luxembourg. No.B120637. Authorised in Luxembourg and regulated by CSSF. 
www.abrdn.com  © 2022 abrdn plc. 

Investment involves risk. The value of investments, and the income from them, can go down as well as up and an investor may get back less than the amount 
invested. Past performance is not a guide to future results. This investment may be affected by changes in currency exchange rates.

For Financial Adviser Use Only

Performance
Financial markets endured another volatile 
quarter as they continued to battle between 
the inflation and growth dynamic. The UK 
experienced a turbulent time, after Liz Truss’ 
controversial mini-budget sent UK gilt yields 
soaring and the pound close to parity with the 
dollar. Interest rates continued to increase as 
central banks strived to bring down inflation. 
Towards the end of the year, we saw some central 
banks beginning to slow the pace of hikes. China 
began to reopen its economy after an extended 
lockdown, while its government pushed for an 
acceleration in vaccine uptake among the elderly.

The US versus Italian interest rate position 
outperformed as the European Central Bank 
(ECB) priced in further interest rate hikes. The 
US Federal Reserve (Fed) noted decreasing 
inflationary pressures and markets continued 
to lower their expectations of how high global 
interest rates would go. This and robust company 
earnings saw risk assets outperform. This 

benefited our equity relative value (RV) positions, 
such as the US equity low volatility versus US 
equity and zero hunger RV strategies. Our 
ASEAN versus North Asia foreign exchange (FX) 
position performed well driven by strength in the 
Singapore dollar. Lastly, our UK versus emerging 
markets (EM) equity RV strategy contributed 
positively as a stabilisation in UK politics buoyed 
the UK equity market.

The short sterling position underperformed as the 
pound appreciated. The short equity positions 
underperformed, particularly the short European 
equity strategy as risk sentiment improved and 
European risk assets rallied. Our defensive 
FX strategy underperformed given the risk-on 
sentiment and weakness in the US dollar. In 
December this dynamic reversed and the Fund 
gained as traditional assets underperformed and 
our defensively positioned strategies benefited.


