
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 Not FDIC-Insured. Not Bank-Guaranteed. May Lose Value 

Market Review 

Government bonds weakened significantly in the first quarter amid rising 

inflation across most countries and monetary policy tightening by major 

central banks. Credit markets typically declined even more than 

governments, as spreads widened in addition to higher underlying 

government bond yields. Events unfolding in Ukraine, and the sanctions 

imposed on Russia and selected Russian institutions and individuals, 

have led to further spikes higher in energy and commodity prices. With the 

two countries being major producers of wheat and corn, those prices as 

well as other industrial commodities have risen. While Russian authorities 

may have expected to swiftly achieve its objective, their military advances 

have slowed, and further sanctioning of individuals may influence 

President Putin’s strategy. 

 

In the US, the Federal Reserve (Fed) raised interest rates for the first time since 2018 at its March Federal Open 

Market Committee (FOMC) meeting, by 0.25% to 0.5%, as it set about combatting the US inflation surge. Headline 

consumer price inflation reached 7.9% in February, its highest level for 40 years, prompting the Fed to indicate that it 

intends to provide a steady stream of rate increases throughout 2022, and likely beyond. The surge in Treasury yields 

reflects the ongoing news regarding ever-higher inflation, with some market participants voicing concern that the Fed 

has fallen behind the curve in waiting to increase rates. The ultimate peak in rates for this cycle remains unclear, with 

much depending on how quickly inflation can be arrested and start to decline.  
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“Beyond the obvious 
humanitarian and political 
issues created by the war 
in Ukraine, the two main 
focus points for the global 
economy and markets are 
its effects on global growth 
and trade, alongside the 
ongoing rise in inflation.” 

Quarterly Performance 
For the quarter ended March 31, 2022, the Fund’s Class I shares returned -4.02%, excluding sales charges. In 
comparison, the Fund’s unmanaged benchmark, the Bloomberg Global Aggregate Hedged Index, returned -4.97% 
for the same period.  

 
Average Annual Total Returns (3/31/22)    
 

Share Class/Inception Date 3 Month 1 Year 3 Year 5 Year 10 Year 

Class A (NAV) 12/2/09 -4.11% -3.68% 2.02% 2.19% 2.81% 

Class A (4.50% max. load) 12/2/09 -8.41% -8.00% 0.47% 1.25% 2.34% 

Class I (NAV) 1/1/94 -4.02% -3.40% 2.31% 2.49% 3.11% 

Bloomberg Global Aggregate Index 
(Hedged)  

-4.97% -3.92% 1.30% 2.25% 3.20% 

 
 
The performance data quoted represents past performance, which is no guarantee of future results. Share price and 
investment return fluctuate, and an investor's shares may be worth more or less than original cost upon redemption. Current 
performance maybe lower or higher than the performance quoted. Performance for periods less than 1 year is not annualized. 
Go to im.bnymellon.com for the fund's most recent month-end returns. Total Expense Ratios: Class A 0.78%, Class I 0.52%. 
Other share classes are subject to different fees and expenses and would have achieved different returns. Not all classes of 
shares may be available to all investors or through all broker-dealer platforms. Investors should consider, when deciding whether 
to purchase a particular class of shares, the investment amount, class restrictions, anticipated holding period and other relevant factors. 



 
 
 

 
 
 

Market Review (continued) 

Overall economic activity remains relatively robust, with the labor market continuing to improve. Non-farm payrolls in 

February, an indicator of the strength of job growth, exceeded expectations, as the unemployment rate declined to 

3.8%, its lowest level since the pandemic began. 

 

Eurozone (and other European) economies and markets have been particularly undermined by the war in Ukraine. 

The Nord Stream 2 gas pipeline project has now been suspended due to the sanctions imposed on Russia, 

preventing the commencement of a westward flow of gas. With their heavy reliance on Russian natural gas, a number 

of countries such as Germany and Poland will need to urgently seek alternative supplies, which is part of the reason 

for the sharp increase in energy prices the world has witnessed recently. As inflation has continued to rise, in common 

with other countries, the European Central Bank (ECB) has become increasingly hawkish in its rhetoric, despite not 

making any changes to interest rates. It announced it would reduce the scale of its bond buying program in the 

second quarter of 2022 and bring it to an end in the third quarter, earlier than expected, as it seeks to focus on stifling 

inflation. On a positive note, unemployment across the euro area has continued to decline during the first quarter and 

is now well below the rate that prevailed before the pandemic began. 

 

Emerging market news has understandably been dominated by the war in Ukraine, and the effects it is having on 

energy prices and those of other commodities, such as wheat and corn. Many emerging markets are significant 

importers of energy and essential foodstuffs and are experiencing higher inflation as a consequence. 

 

Performance Summary 

During the first quarter the fund’s performance for I shares exceeded that of its reference benchmark. The quarter 

started strong, with active rates positioning accounting for the entirety of January’s alpha. Underweights to the US and 

UK government bond markets made notably positive contributions with the front end of the global yield curve coming 

under particular pressure. Strong performance from rates and curve positioning was a theme of the quarter with this 

space accounting for effectively all of the period’s alpha, while overweights in Mexican, Australian and European bond 

markets detracted. These trends carried forward into February where it was active curve and duration positioning that, 

once again, drove outperformance. February saw asset allocation act as a modest headwind to relative returns as 

overweights to high yield, emerging markets and asset-backed securities all came under pressure. The strategy 

benefitted from underweights in investment grade credit and US agency mortgage-backed securities. Fortunately, 

strong security selection, particularly in February and March, while asset allocation was adverse. March was a strong 

close to the quarter with security selection and active rates positioning once again generating the bulk of the alpha. 

With foreign exchange risk having risen modestly in the second half of March, the strategy’s overweight to the euro 

made a small positive contribution to the period’s alpha. The first quarter of 2022 was solid as active rates positioning 

and security selection generated large amounts of outperformance while asset allocation was adverse. The quarter 

saw little risk allocated to foreign exchange markets and active positioning yielded a commensurately small amount of 

alpha. 

 

The active risk profile of the strategy changed modestly in the first quarter of 2022. First and most notably, the 

strategy moved from heavily underweight to roughly neutral duration relative to its benchmark. This was accomplished 

by covering a large underweight in UK duration, moving further overweight Chinese interest rate risk and establishing 

a new overweight in local European duration. Against this, the strategy trimmed its longstanding overweight in local 

Korean duration. The large underweight to US duration was moderated but remains a key driver of risk as the strategy 

remains short ‘core’ duration with partial offsets in smaller, more idiosyncratic markets. Additionally, over the course of 

the quarter the strategy has shifted its positioning along the yield curve, increasing its underweight in the front end 

and belly of the curve as the expense of longer maturity points. In spread sectors, the first quarter saw positioning 

become more defensive as rich valuations in January and February led to sales of corporate and emerging market 



 
 
 

 
 
 

credit. The bulk of the risk reduction in this space took place early in the quarter. By March, the strategy had begun to 

selectively add names that had been dragged lower on account of peripheral exposure to the Russian War. Despite 

these additions, the amount of spread risk in the strategy remains low and the strategy is well positioned to capitalize 

on any further financial market volatility. Lastly, in the foreign exchange space, the quarter saw the strategy move 

from modestly overweight to slightly underweight the US dollar. The bulk of this shift took place against the euro which 

moved from a small underweight to a small overweight. The strategy also unwound small positions in the Canadian 

and Taiwanese dollars while moving slightly underweight the New Zealand dollar. In aggregate, the strategy is short 

developed market duration with partially offsetting longs in smaller markets, defensively positioned in spread sectors, 

and slightly underweight the US dollar. Portfolio risk is low and the strategy is well positioned to respond to another 

uptick in volatility. 

 

Market Outlook 

Inflation continues to move higher, fraying central bank nerves, and policy normalization is being pursued with varying 

degrees of urgency. Beyond the obvious humanitarian and political issues created by the war in Ukraine, the two main 

focus points for the global economy and markets are its effects on global growth and trade, alongside the ongoing rise 

in inflation. The major central banks are expected to focus on the latter, aiming to prevent inflation expectations from 

becoming ingrained and thus more difficult to moderate. However, they are likely to be mindful that the mix of inflation 

pressures contains both structural and cyclical, and, in some cases, event-driven factors. Uncertainty remains a 

watchword for many markets and economies, which may continue to translate into volatile price action, but such 

conditions may also throw up attractive valuation opportunities for diligent and experienced investors to seek to 

capitalize on.  

 

The inflation surge may be exacerbated by higher commodity prices resulting from the conflict in Ukraine. In our view, 

that creates the potential for both a later and higher peak in the inflation rate. At the same time the effects of the war 

are expected to curtail economic growth this year and to some extent in 2023 also. As the Fed is focused on curtailing 

inflation and has begun its rate hike cycle, we expect it to continue raising rates at each of the six remaining FOMC 

meetings in 2022. If inflation remains stubborn the Fed may not end its tightening cycle until Fed Funds has reached 

3% or more. 

 

Growth in the eurozone economies is expected to moderate back to trend due to effects of the war. Rising energy 

prices and those of other commodities including such foodstuff as wheat and corn, are expected to push inflation still 

higher and probably for longer. However, we believe the slowdown will not deteriorate into persistent stagflation. 

Augmenting the significant expansion of defense spending planned by Germany already, we anticipate a substantial 

acceleration in energy infrastructure spending in Europe, which will help to offset declines from elsewhere, partly as 

Europe seeks to pivot away from its current dependence on natural gas supplies from Russia. Although the ECB has 

not moved to increase interest rates yet, their rhetoric has become more hawkish and their bond buying programs are 

being tapered over the course of 2022. We continue to believe that the ECB would like to edge interest rates back to 

0% as it seeks to combat the build-up of inflation.  

 

In emerging markets, the war in Ukraine understandable dominates much thinking. As the hostilities continue, it is 

unclear what an end state may look like for Ukraine, while at the same time it seems unlikely that Russia will rapidly 

be free of the sanctions the rest of the world has imposed. China may escape the worst of the energy crisis issues felt 

by the rest of the world, as we believe its supplies from Russia are less likely to be compromised. Nonetheless, with 

COVID-19 re-emerging in Hong Kong and elsewhere across China, stringent lockdowns in pursuit of a zero-COVID 

strategy may undermine efforts to maintain growth levels. Challenges within the real estate sector continue and 

officials in China have indicated their willingness to intervene provide support to the economic and financial markets 

should they be needed.    



 
 
 

 
 
 

 

 

 
 

LEARN MORE Call 1-800-373-9387 or visit im.bnymellon.com 

 
Investors should consider the investment objectives, risks, charges and expenses of a mutual fund carefully 

before investing. To obtain a prospectus, or a summary prospectus, if available, that contains this and other 

information about a fund, investors should contact their financial professional or visit im.bnymellon.com. 

Investors should read the prospectus carefully before investing. Not all classes of shares may be available to 

all investors or through all broker-dealer platforms.  

Past performance is no guarantee of future results.  

Bonds are subject to interest-rate, credit, liquidity, call and market risks, to varying degrees. Generally, all other 

factors being equal, bond prices are inversely related to interest-rate changes and rate increases can cause price 

declines. Investing in foreign denominated and/or domiciled securities involves special risks, including changes in 

currency exchange rates, political, economic, and social instability, limited company information, differing auditing and 

legal standards, and less market liquidity. These risks generally are greater with emerging market countries. High 

yield bonds involve increased credit and liquidity risk than higher-rated bonds and are considered speculative in 

terms of the issuer's ability to pay interest and repay principal on a timely basis. The use of derivatives involves risks 

different from, or possibly greater than, the risks associated with investing directly in the underlying assets. 

Derivatives can be highly volatile, illiquid, and difficult to value and there is the risk that changes in the value of a 

derivative held by the portfolio will not correlate with the underlying instruments or the portfolio's other investments.  

 

Recent market risks include pandemic risks related to COVID-19.  The effects of COVID-19 have contributed to 

increased volatility in global markets and will likely affect certain countries, companies, industries and market sectors 

more dramatically than others. To the extent the fund may overweight its investments in certain countries, companies, 

industries or market sectors, such positions will increase the fund's exposure to risk of loss from adverse 

developments affecting those countries, companies, industries or sectors. 

 

The Bloomberg Global Aggregate Index (Hedged) is a broad measure of the global investment-grade fixed-income markets The 

Bloomberg Barclays U.S. Aggregate Bond Index is a broad-based flagship benchmark that measures the investment-grade, U.S. 

dollar-denominated, fixed-rate taxable bond market. The index includes Treasuries, government-related and corporate securities, 

MBS (agency fixed-rate and hybrid ARM pass-throughs), ABS and CMBS (agency and nonagency). The U.S. dollar index (USDX) 

is a measure of the value of the U.S. dollar relative to the value of a basket of currencies of the majority of the U.S.'s most 

significant trading partners. This index is similar to other trade-weighted indexes, which also use the exchange rates from the same 

major currencies.  

 
 
This material has been provided for informational purposes only and should not be construed as investment advice or a recommendation of any 
particular investment product, strategy, investment manager or account arrangement, and should not serve as a primary basis for investment 
decisions.  Prospective investors should consult a legal, tax or financial professional in order to determine whether any investment product, strategy 
or service is appropriate for their particular circumstances. Views expressed are those of the author stated and do not reflect views of other 
managers or the firm overall. Views are current as of the date of this publication and subject to change. This information contains projections or 
other forward-looking statements regarding future events, targets or expectations, and is only current as of the date indicated. There is no 
assurance that such events or expectations will be achieved, and actual results may be significantly different from that shown here. The information 
is based on current market conditions, which will fluctuate and may be superseded by subsequent market events or for other reasons. References 
to specific securities, asset classes and financial markets are for illustrative purposes only and are not intended to be and should not be interpreted 
as recommendations. Information contained herein has been obtained from sources believed to be reliable, but not guaranteed. No part of this 
material may be reproduced in any form, or referred to in any other publication, without express written permission. 
 



 
 
 

 
 
 

Investment advisory services in North America are provided by Insight North America LLC, a registered investment adviser and regulated by the 
U.S. Securities and Exchange Commission (SEC). Insight North America LLC is associated with other global investment managers that also 
(individually and collectively) use the corporate brand Insight Investment and may be referred to as "Insight" or "Insight Investment." Insight is a 
subsidiary of The Bank of New York Mellon Corporation. 
 
BNY Mellon Investment Adviser, Inc., Insight Investment (the fund’s sub-adviser) and BNY Mellon Securities Corporation are companies of BNY 
Mellon. BNY Mellon is the corporate brand of The Bank of New York Mellon Corporation and may also be used as a generic term to reference the 
Corporation as a whole or its various subsidiaries generally. © 2022 BNY Mellon Securities Corporation, distributor, 240 Greenwich Street, 9th 
Floor, New York, NY 10286. 
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