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FUND COMMENTARY – 1Q18 

 Emerging market (EM) local bonds posted strong returns 

during the quarter, driven by the currency component of the 

asset class. 

 We maintained the  Fund’s exposure to higher beta emerging 

markets countries. Despite a spike in volatility in global 

markets, we believe these securities should continue to 

outperform amid improving global economic sentiment and 

supportive monetary policies by a large number of EM central 

banks. 

 We remained defensively positioned in Asia due to ongoing 

tensions in the region and potential negative implications as a 

result of increased idiosyncratic risks and the threat of an 

escalating trade war with China. 

 Our constructive view of emerging markets is supported by 

solid global economic strength, and an improving macro 

outlook for many emerging economies.  

 While well-telegraphed tightening of U.S. monetary policy is 

expected to continue, the potentially negative effects of higher 

interest rates for emerging market economies should be 

alleviated to some extent due to improving local fundamentals.  

 

 The Fund returned 4.66%, reflecting performance at the net asset value (NAV) of Class A shares with all distributions reinvested, for the 

quarter ended March 31, 2018. The Fund’s benchmark, the JPMorgan GBI-EM Global Diversified Index, returned  4.42% during the same 

period.  

 An underweight  to Europe contributed  to performance, as the region underperformed due to softer economic data at the end of the quarter 

and concerns about maintaining growth momentum.  

 The Fund’s overweight to the Middle east/African region contributed to performance, as the region recorded the highest returns of any 

region during the quarter. Despite local idiosyncratic risks, attractive yields lured investors to the region during the period.  

 The Fund’s underweight positioning in Mexico detracted from performance, as Mexican bonds rallied at the end of the quarter on NAFTA 

negotiations progress.  

 The Fund’s overweight in Argentina detracted, as political instability rose in a number of provinces and the country increased foreign 

borrowings during the quarter.  

REGIONAL ALLOCATION 

MARKET REVIEW 

 In 2018, the ultra-stable environment that accompanied the 2017 rally came to an end. The new year started with investors expecting the 

unwinding of central bank balance sheets, and an increase in inflation. The January U.S. jobs report showed stronger-than-expected wage 

growth, sparking a stock-market selloff in early February and a large spike in volatility, which has since returned to more normal levels. 

 Throughout the first quarter of 2018, ten-year Treasury yields were volatile, with swings up to 50 basis points. Ten-year Treasury yields 

finished the quarter slightly higher, at 2.74%, while shorter term rates rose by a larger amount, flattening the yield curve.1 

 In March, the U.S. Federal Reserve (Fed) raised its target for short-term interest rates to a range of 1.50% - 1.75%. In its statement, the 

Fed emphasized that inflation on a 12-month basis is expected to move up in coming months and to stabilize around the 2% objective over 

the medium term. The Committee expects that economic conditions will evolve in a manner that will warrant further gradual increases in 

the federal funds rate.2 

Source: Lord Abbett. Due to rounding, the percentage allocation of the 

portfolio breakdown may not equal 100%. Portfolio breakdown as of 

3/29/2018.  
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PERFORMANCE AS OF 3/31/2018 

FUND COMMENTARY EMERGING MARKETS LOCAL BOND FUND 

1Q18 1 Year 3 Years Since Inception3 

Net Asset Value (without sales charge) 4.66 11.44 3.91 -0.44 

Maximum Offering Price (with 2.25% sales charge) 2.36 8.96 3.14 -0.92 

JPMorgan GBI-EM Global Diversified Index3 4.42 12.96 5.43 0.83 

Lipper EM Local Currency Debt Funds Average4 3.67 10.88 4.47 0.57 

A Note about Risk: The Fund is subject to the general risks associated with investing in debt securities, including market, credit, liquidity, and interest rate 

risk. Investing in the bond market is also subject to issuer, call, and inflation risk; investments may be worth more or less than the original cost when 

redeemed. Bonds issued or guaranteed by foreign governments and governmental entities (commonly referred to as "sovereign debt") present risks not 

associated with investments in other types of bonds. The sovereign government or governmental entity issuing or guaranteeing the debt may be unable or 

unwilling to make interest payments and/or repay the principal owed. The Fund is subject to risks associated with its investments in emerging market 

securities. Foreign investments generally pose greater risks than domestic investments. The securities markets of emerging countries tend to be less liquid, to 

be especially subject to greater price volatility, to have a smaller market capitalization, and to have less government regulation. Investing in foreign 

denominated and/or domiciled securities may involve heightened risk due to currency fluctuations, and economic and political risks, which may be enhanced 

in emerging markets. Derivatives may involve certain costs and risks such as liquidity, market, and counterparty risk and the risk that a position could not be 

closed when most advantageous. Investing in derivatives could cause the Fund to lose more than the amount invested. High yield, lower rated securities 

involve greater risk of credit, price volatility, illiquidity, and default than higher rated securities. These factors can affect Fund performance. 

 

The Fund’s portfolio is actively managed and is subject to change. 

 

The credit quality of the securities in a portfolio are assigned by a nationally recognized statistical rating organization (NRSRO), such as Standard & Poor's, 

Moody's, or Fitch, as an indication of an issuer's creditworthiness. Ratings range from `AAA' (highest) to `D' (lowest). Bonds rated `BBB' or above are 

considered investment grade. Credit ratings `BB' and below are lower-rated securities (junk bonds). High-yielding, non-investment-grade bonds (junk bonds) 

involve higher risks than investment-grade bonds. Adverse conditions may affect the issuer's ability to pay interest and principal on these securities.  

 

Performance with sales charges reflects the reinvestment of all distributions and includes initial maximum sales charge. Certain purchases of Class A shares 

without a sales charge are subject to a contingent deferred sales charge (CDSC). The CDSC is not reflected in the performance shown. If sales charges, 

including any applicable CDSC had been included, performance would have been lower. Returns for less than one year are not annualized.  Instances of high 

double-digit returns were achieved primarily during favorable market conditions and may not be sustainable over time.  

 

Expense ratio information: The net expense ratio takes into account contractual fee waivers/expense reimbursements that currently are scheduled to 

remain in place through 04/30/2018. For periods when fees and expenses were waived and/or reimbursed, the Fund benefited by not bearing such expenses. 

Without such fee waivers/reimbursements, performance would have been lower. 

 

The JP Morgan Government Bond Index-Emerging Markets (GBI-EM) Global Diversified Index is a comprehensive global emerging markets index that 

consists of regularly traded, liquid fixed rate and domestic currency government bonds. 

 

Indexes reflect total return, unless otherwise specified, with all dividends reinvested. Indexes are unmanaged, do not reflect the deduction of fees or 

expenses, and are not available for direct investment. 

 

The views and information discussed in this commentary are as of March 31, 2018, are subject to change, and may not reflect the views of the firm as a 

whole. The views expressed in market commentaries are at a specific point in time, are opinions only, and should not be relied upon as a forecast, research, 

or investment advice regarding a particular investment or the markets in general. Information discussed should not be considered a recommendation to 

purchase or sell securities. 

The information provided is not directed at any investor or category of investors and is provided solely as general information about Lord Abbett’s products 

and services and to otherwise provide general investment education.  None of the information provided should be regarded as a suggestion to engage in or 

refrain from any investment-related course of action as neither Lord Abbett nor its affiliates are undertaking to provide impartial investment advice, act as an 

impartial adviser, or give advice in a fiduciary capacity.   If you are an individual retirement investor, contact your financial advisor or other fiduciary about 

whether any given investment idea, strategy, product or service may be appropriate for your circumstances. 

 

Investors should carefully consider the investment objectives, risks, charges, and expenses of the Lord Abbett Funds. This and 

other important information is contained in the fund's summary prospectus and/or prospectus. To obtain a prospectus or summary 

prospectus on any Lord Abbett mutual fund, contact your investment professional, Lord Abbett Distributor LLC at    (888) 522-2388 

or visit us at lordabbett.com. Read the prospectus carefully before you invest. 

NOT FDIC INSURED-NO BANK GUARANTEE-MAY LOSE VALUE 

Expense Ratios Gross: 3.19%; Net: 1.05% 

1U.S. Department of the Treasury, Daily Yield Curve Rates. 2“FOMC Statement–March 2018,” Federal Reserve issues FOMC statement, March 21, 2018. 

3Source: JPMorgan. 4Source: Lipper Analytical Services. 

Performance data quoted reflect past performance and are no guarantee of future results. Current performance may be higher or 

lower than the performance quoted. The investment return and principal value of an investment in the Fund will fluctuate so that 

shares, on any given day or when redeemed, may be worth more or less than their original cost. You can obtain performance data 

current to the most recent month end by calling Lord Abbett at (888) 522-2388 or referring to our website at lordabbett.com. 


