
Latest Eurozone GDP numbers imply that the weakening of confidence figures and production throughout the last year 

might be at a turning point, as the first quarter of this year experienced a growth of 0.4 %. By no means staggering, yet far 

better than the two previous quarters – and encouraging to notice that the Italian economy, by many considered the weak 

link of the eurozone, is improving. 

As usual, equity markets have reacted on this, as European markets are up 15 % this year, equivalent to US and Chinese mar-

kets supported by anticipations of compromise in trade conflicts. 

Influenced by the weakened economic environment central banks – Fed and the ECB – have dampened market expectations 

of tighter monetary conditions; it seems almost certain that European short-term rates will not increase before late 2020. 

This has supported fixed income markets and led to periodic curve flattening. Market rationale presently seems to be on a 

backdrop of low and fragile growth conditions and ample liquidity an increase in equity prices tends to be supportive of 

bond markets rather than a harbinger of higher interest rates. 

Mondays, Danish mortgage institutions publish redemption figures accumulated over the previous week and market partici-

pants can gauge the impact on their holdings. Two aspects are of special importance, the size of liquidity to be received on 

payment day and the estimations by bond models of duration reductions, that will generate demand for the new, long low-

coupon maturities to be issued. Much as expected, amounts redeemed are substantial and predominantly affecting coupons 

ranging from 2 % to 3.5 %. Buying interest, domestic and international, is still intact. However, as duration targets are re-

stored, and supply still continues, mortgage bonds should face increased volatility in the months to come.  

Markets moved within a narrow range and mortgage bonds underperformed marginally. 

Swedish Bostads bonds have had a month with a relatively fine performance, on average a price performance of a quarter of 

a percentage point in sympathy with the general narrowing of spreads to government bonds. 

The holdings of MREL-bonds performed well in February as spreads went tighter. 

Leverage of the Fund is near 3 times. April is the first month in which the Fund is invested in HP Hedge Fixed Income and it 

returned 0.27 % in April and 0.82 % for the first four months. 

For 2019 we expect a return around 3-7 %, due to favorable funding rates and anticipated relatively low prepayment figures.  
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 2016 2017 2018 Avg. Yearly Return 

Return 8.38 7.72 4.87 6.88% 

NAV 108.38 116.75 122.43  

Return 
% 

Jan Feb Mar Apr May June July Aug Sep Oct Nov Dec 2019 

HP Hedge 
FI SEK 

0.20 0.26 0.09 0.27         0.82 

NAV 122.68 123.00 123,11 123.44          


