
 
Since its formation in 1998 to present, the Special Deposit 

Account, commonly referred to as “SDA,” has become one of 

the most chased after investments in the Philippines, growing 

to a record Php 1.9 Trillion!  

Why not when SDA rates went 

up as high as 6.19% p.a. (2008), 

at a time when banks were just 

offering 4% for time deposits.   

But have you ever wondered why the central bank was willing 

to pay this high for your pesos, even though its risk premium 

should have been low?  The answer is the purpose. 

The Bangko Sentral ng Pilipinas (BSP) did not intend for the 

SDA to be an investment outlet, which it has become now.  

Rather, the SDA’s sole function was to siphon the excess 

money from the financial system.  Jumping off from the 

power and Asian crises, the country’s average inflation rate 

then was at 9.63% (1990-1999).  Hence at our current 

inflation rate of 2.6% (April 2013), almost four times lower 

than in the 90’s, any investor (or the BSP even) would have to 

question if the SDA facility is still relevant today, given its 

objective. 

Recently, the BSP had again cut SDA rates to 2% gross as 

inflation is seen to hold at the 3% level.  Some investment 

houses even predict its eventual phase-out in view of the 

country’s manageable inflation moving forward.  Needless to 

say, SDA depositors should start looking at other viable 

alternatives.  Time deposit (TD) is the inferior choice, 

promising a meager 1.5% p.a.  In comparison to SDAs, the 

more reasonable alternative would be bond funds – low 

duration, low volatility funds to be specific, similar to the 

Odyssey Peso Income Fund.   

In bonds, investors look at duration to 

gauge the riskiness of an investment.  

The Odyssey Peso Income Fund is 

invested in SDAs and Philippine 

domestic bonds with a weighted 

average duration range of 1.25 to 4.25 

years.  The duration range is significantly lower than other 

long term bond funds, which may have an average duration 

of 8.5 years.  Lower duration means less risk.  Also as a result 

of this low duration, the fund has significantly lower volatility  

 
compared to others, which makes it a perfect switch 

candidate for SDA depositors.   

In terms of composition, Odyssey Peso Income Fund has a 

considerable portion in SDAs, 43.31% as of April 30, 2013, 

adding to the fund’s stability in price.  Whereas, the greater 

bond portion allows the opportunity for 

additional profits through coupon 

payments, market value appreciation 

and trading gains.  Additionally, the 

fund holders enjoy higher liquidity as 

there is no minimum holding period 

unlike in SDA, where there is a one month lock-in.  

Conversely, unlike in SDA, the capital is not fully protected in 

the fund.  There is a possibility for the fund to incur some 

capital losses just like other bond funds, but to a lesser 

degree due to its lower duration.  At the end of the day 

though, with the higher return potential, investing in the fund 

will give you a fighting chance to beat inflation while 

minimizing your price risk.    

The below table shows the historical annualized returns of 

the Odyssey Peso Income Fund versus SDAs:   

*Past performance not indicative of future results 

 
Even with the higher rates from 5 years ago (2008), the 

Odyssey Peso Income Fund still outperformed the SDA.  And 

for the 1 and 3 year periods, the fund returned 6.01% and 

2.38% more than the SDA.  Note too that with the continuous 

rate cuts this year, future returns may come out even lower – 

all the more reason to shift to a higher yielding investment.   

Be a wise investor.  Considering all of the above, the Odyssey 

Peso Income Fund is undeniably your better alternative to the 

flagging SDA.  

As at April 30, 2013 (*Net of management fees & taxes) 

Period Odyssey Peso 
Income Fund (PIF) 

SDA PIF Outperformance 
vs. SDA 

1 year 8.49% 2.48% 6.01% 

3 years 5.28% 2.90% 2.38% 

5 years 3.85% 3.17% 0.68% 
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