OFI Fund Euro Breakeven Inflation
BONDS • EUROZONE • INFLATION

Breakeven inflation rate
OFI Fund Euro Breakeven Inﬂation is invested in
inflation-linked bonds issued by member countries of the Eurozone. The fund's strategy consists
of only seeking exposure to changes in inﬂation
expectations (breakeven inﬂation). In this way, it
aims to capitalise on the potential offered by a rise
in implied inﬂation without placing any directional
bets on the change in the real interest rates of the
country issuing the linked bond. The fund's objective
is to outperform its benchmark index, the Markit
iBoxx Eur Breakeven 7-15Y(1), over a 3-year horizon.

Characteristics

A position in the breakeven inﬂation rate allows you to bet on a rise in inﬂation expectations and
receive (through the coupon) the "surprise inﬂation" consisting of the difference between expected
inﬂation and effectively realised inﬂation.

As the ﬁnancial markets do not allow direct exposure to breakeven inﬂation, the management team
takes a synthetic position through:
• A long real interest rate position: buy of inﬂationlinked bonds;
• A short nominal interest rate position: sale of issuer
country interest rate futures.
The portfolio managers are focused on maturities
of between 5 and 20 years, producing a structurally
high sensitivity to the breakeven inﬂation rate
(between 7 and 11). This conscious choice of a high
sensitivity partially hedges a position in a conventional bond portfolio.
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ISIN CODES
XL-share: LU0648430014 • I-share: LU0648429354
LEGAL FORM
Sub-fund of OFI Fund, a UCITS V compliant
Luxembourg SICAV
AMF CLASSIFICATION
None
INCEPTION DATE
12 July 2011 • Investment management reorientation
13 juillet 2017, regulated by CSSF
CURRENCY
Euro
VALUATION FREQUENCY
Daily
ASSET MANAGEMENT COMPANY
OFI Lux • Delegation to OFI AM
DISTRIBUTION POLICY
Capitalisation
ENTRY / EXIT CHARGES
XL-share: 5% max. / None • I-share: 1% max / None
ONGOING CHARGES
XL-share: 0.68% • I-share: 1.02%
(previous year, ended in December 2019)
OUTPERFORMANCE FEES
20% of returns over the benchmark
MINIMUM SUBSCRIPTION AMOUNT
XL-share: 10 000 000 €
I-share: 100 000 €
SRRI *
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Find out more at: www.markit.com

Lower risk,
potentially lower reward
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Advantages

Risks

• A 100% Eurozone Breakeven Inflation strategy
with no sovereign risk
• A potential considered to be attractive given
the ECB's inflation target
• A positioning that aims to capitalise on an
increase in inflation expectations without
exposure to a rise in real interest rates
• High responsiveness to fluctuations
in inflation expectations

• Capital loss
• Fixed income markets
• Counterparty
• Discretionary management

Higher risk,
potentially higher reward

Current investment team, subject to change. For more information, visit www.oﬁ-am.fr • *Synthetic risk and reward indicator (SRRI) is an indicator going from 1 to 7 and corresponding to increasing risk levels. Risk and performance category indicated in this document is subject to change.
This category is determined by the application of a regulatory methodology. For more details about this methodology, please refer to the Key investor information document (KIID).

Click here to download the reporting

Click here to access the prospectus

Investment process

INVESTMENT
UNIVERSE
Inflation-linked bonds
issued by a Eurozone state
Maturities of between 5 and 20 years

PORTFOLIO
CONSTRUCTION

RISK
MANAGEMENT

+

Monitoring of positions
and auditing of risks
by an independent
Risk Management
team

Purchasing
of inflation-linked
bonds

Sale of nominal
rate bonds
Offsetting
of the sensitivity
to interest rates

Long real interest rate position
+ realised inflation

INSTRUCTIONAL EXAMPLE*
10-year bonds, Modified duration 8.
Nominal interest rate 2% (1% real interest rate and 1% implied inflation at T0).
100 bp rise in the nominal interest rate to 3%
• Scenario A:
100 bp coming from the real interest rate

Breakeven inflation
Sensitivity to implied inflation only

• Scenario B:
100 bp coming from implied inﬂation
• Scenario C:
50 bp coming from the real interest rate
+ 50 bp coming from implied inﬂation

Immediate impact on marked-to-market
value
GENERATION
OF ADDED VALUE

PORTFOLIO
MONITORING

Monthly allocation committee meeting
*(market scenario, forecasts, etc.)

Monitoring of the modified duration to
breakeven inflation (between 7 and 11)

Selecting of issuer countries

Monitoring of the residual sensitivity to real
interest rates (between -0.5 and +0.5)

Implementation of the breakeven inflation
strategy

Continuous monitoring of portfolio positions

Curve positioning
Management of sensitivity
to breakeven inflation

Weekly management committee meeting
with in-depth analysis of
performance and tactical views

• Scenario A:
Nominal bond: -8%
Unhedged inﬂation-linked bond: -8%
Breakeven inﬂation strategy: 0%
• Scenario B:
Nominal bond: -8%
Unhedged inﬂation-linked bond: 0%
Breakeven inﬂation strategy: +8%
• Scenario C:
Nominal bond: -8%
Unhedged inﬂation-linked bond: -4%
Breakeven inﬂation strategy: +4%
*Simpliﬁed example of a calculation for a better
understanding of the strategy mechanism.

This is a promotional document intended solely for professional and non-professional
clients as defined in the Markets in Financial Instruments Directive, and should not be
given to the end client. It may not be used for any other purpose than that for which it
has been designed and may not be reproduced, distributed or communicated to third
parties in part or in full without the prior written authorisation of OFI Asset Management.
No information contained in this document may be interpreted as having any contractual value. This document is produced
purely for illustrative purposes. It constitutes a presentation prepared and produced by OFI Asset Management based on
sources that it considers reliable. The fund/s mentioned in this document has/have been approved by the AMF or the CSSF
and are authorised for distribution in France and in other countries where the law authorises this. Before making any

investment, potential investors should verify whether they are legally entitled to subscribe for the fund in question. Potential
subscribers must be provided with the relevant KIID before making any subscription. The operating rules, risk and reward
profile, and fees relating to investments in a fund are set out in the fund’s KIID. The KIID and latest periodical reports are
available on request from OFI Asset Management. OFI Asset Management reserves the right to modify the information
presented in this document at any time and without notice. OFI Asset Management may not be held liable for any decision
made or not made based on information contained in this document, or the use that may be made thereof by a third party.
In the event that a fund is subject to a particular tax treatment, it should be noted that such treatment depends on the
individual situation of each client and may be subject to change in the future.

OFI Asset Management • 22 rue vernier 75017 Paris • Tel: + 33 1 40 68 17 17 • Fax: + 33 1 40 68 17 18 • www.ofi-am.fr • S.A. with board of directors with a capital of €42,000,000, listed in the Paris Trade and Companies
Register under the number: 384 940 342 • Portfolio management company approved by the AMF (the French Financial Markets Authority) under the number: GP 92-12 • Intracommunity vAT No: FR 51384940342 • APE 6630 Z
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contact@ofi-am.fr
Follow us!

