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PORTFOLIO CONSTRUCTION AS AN ALPHA SOURCE
Many credit managers look to sector allocation and security selection as a means of generating excess returns, but their strategies 
leave them vulnerable to behavioral biases and over-reliance on tracking error to measure risk. We believe portfolio construction 
can be a point of differentiation in the peer group of US investment grade credit and a source of alpha that many managers ignore.
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High volatility Low volatility

11 custom broad sectors

39 custom sector/credit ratings

Unconstrained bottom up security selection

Aviva Investors Risk Allocation  Framework

AN INVESTMENT PROCESS FOCUSED ON CLIENT OUTCOMES  

With a unique portfolio construction process at the center of our investment-grade credit strategy, we seek 
to produce positive excess returns versus our benchmark in all market environments.

— Our research team structure creates a unique perspective

— Our portfolio construction methodology can add consistent alpha

—  Low correlation of excess returns to other leading managers

PORTFOLIO MANAGERS

JOSH LOHMEIER, CFA
Head of US Investment Grade Credit

AIA Investment Officer

MICHAEL CHO, CFA
US Investment Grade Credit 

Portfolio Management

GEORGE BAILEY
US Investment Grade Credit

Portfolio Management

Source: Aviva Investors. For illustrative purposes only.

BE AWARE OF TRACKING ERROR, BUT BEWARE 
OF ITS LIMITATIONS

Adhering too closely to tracking error can work against a 
manager, either when they have to buy more of a security than 
they would want, or not buy as much as they would prefer. In 
our portfolio construction process, every basis point of tracking 
error is either reducing risk or adding excess returns without 
additional volatility.

BUILDING A BETTER BENCHMARK

While other credit managers allocate portfolios by sector to 
align with a traditional benchmark, we define what makes the 
benchmark structurally inefficient, then allocate risk accordingly. 
That gives us a head start in constructing portfolios with the 
best risk/return characteristics.

A WIDE-ANGLE VIEW OF RISK

To help us deliver excess returns regardless of the direction of credit 
spreads, we build our own scenario modeling and risk allocation 
process to analyze our best ideas across the spectrum of best- and 
worst-case market environments. (See image at right.)



WHY AVIVA INVESTORS FOR US INVESTMENT GRADE
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PEER GROUP DIFFERENTIATION

Our ability to protect on the downside and 
generate positive returns– even when credit 
spreads are widening – has resulted in returns 
since inception for the US Investment Grade 
Long Government/Credit strategy, with low 
or negative correlations to leading strategies 
in our peer group.
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Top Quartile Manager

Negative excess return correlation with 
10 of the top 15 peers in our universe.

Excess Return Correlation to Peers

Source: eVestment. Data includes top quartile funds benchmarked to the Bloomberg Barclays US Long Govt/Credit Index over the 3 year period as of 12/30/2017. 
Past performance is no guarantee of future returns. Indexes are unmanaged, do not reflect fees and expenses and are not available for direct investment. For index 
definitions, see appendix.
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Uncorrelated Excess Returns Vs Credit Spreads

Credit Cycle
Cumulative Monthly Excess Returns - Aviva Investors US IG Long Gov/Credit Funds

Bloomberg Barclays US Long Gov/Credit Index
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UNCORRELATED EXCESS RETURNS

Our US Investment Grade Long Government/
Credit strategy has delivered returns in excess 
of our benchmark since inception with low 
correlation to the direction of credit spreads. 
(Average correlation of excess returns to 
benchmark option-adjusted spread changes 
is 0.20). This is a testament to our unique 
portfolio construction and risk allocation 
process.

Source: Aviva Investors and Barclays Point, as of 12/31/2017. Returns are shown gross of fees. Past performance is no guarantee of future results. Indexes are 
unmanaged, do not reflect fees and expenses and are not available for direct investment.

MORE UPSIDE, LESS DOWNSIDE

We have also been able to capture more 
return compared to the index during up 
markets since inception of the strategy 
through our portfolio construction process. 
Conversely, we have been able to protect 
investors capital better than the index during 
down markets.
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Downside Capture

Aviva Investors US Long Gov/Credit (gross of fees) Bloomberg Barclays US Long Govt/Credit Index

More Upside

Less Downside

Upside/Downside Capture

Past performance is no guarantee of future returns.  Data, as of 12/31/2017, used in the above chart was created by eASE Analytics System. eVestment is a third-party 
database that provides detailed information on investment managers and their products. eVestment does not independently verify the data provided by advisers, which 
forms the basis for rankings.  Aviva Investors pays a fee to eVestment Alliance for access to peer rankings. The Universe includes all portfolios managed in the US Long 
Government Credit (gross of fees) as defined by eVestment Alliance. US Long Government Credit returns are gross of fees. The client’s return will be reduced by the 
advisory fees and other expenses incurred as a client.  As fees are deducted quarterly, the compounding effect will be to increase the impact of fees by an amount directly 
related to the gross account performance. The benchmark is the Bloomberg Barclays US Long Govt/Credit.



Aviva Investors US Investment Grade Long Government/Credit 3

Important information

Any investment involves a degree of risk, including the risk of total loss.  The risk information presented herein endeavors to capture some but not all risks associated
with an investment strategy or product. There can be no guarantee that this strategy will achieve its investment objective. This document should not be taken as a 
recommendation or offer by anyone in any jurisdiction in which such an offer is not authorized or to any person to whom it is unlawful to make such an offer or solicitation.

Past performance is no guarantee of future results. There can be no guarantee that any investment strategy discussed in this presentation will achieve its investment 
objectives. As with all investment strategies, there is a risk of loss of all or a portion of the amount invested. No chart, graph, or formula can by itself determine which 
securities an investor should buy or sell. All amounts herein are USD unless otherwise indicated.

Any statement of return or other performance by an index is not a representation or assurance that the information or performance attributed to the index was accurately 
compiled or published; Aviva Investors has not independently verified index-related information.  Index returns are provided to represent the investment environment 
existing during the time periods shown.  For comparison purposes, an index is fully invested, which includes the reinvestment of dividends and capital gains, but index 
returns do not include any transaction costs, management fees, or other costs that would reduce returns.  Composition of each separately managed account portfolio 
Representative Account in a composite is individually managed, account characteristics and holding may vary from securities in the corresponding benchmark index.  An 
index is used as a performance benchmark only, as Aviva Investors does not attempt to replicate an index.  The prior performance of an index will not be predictive of the 
future performance of accounts managed by Aviva Investors. An investor may not invest directly in an index.

Prepared for professional clients and /or qualified investors only. It is not to be viewed by or used with retail clients. The information provided in this document and any 
appendix is confidential and should only be used for the purposes requested.

The Bloomberg Barclays US Long Govt/Credit Index is the Long component of the U.S. Government/Credit index. It includes treasuries and agencies that represent the 
government portion of the index, and includes publically issued US corporate and foreign debentures and secured notes that meet specified maturity, liquidity and quality 
requirements.

Aviva Investors Americas LLC is a federally registered investment advisor with the US Securities and Exchange Commission. Aviva Investors Americas is also a commodity
trading advisor (“CTA”) and commodity pool operator (“CPO”) registered with the Commodity Futures Trading Commission (“CFTC”), and is a member of the National 
Futures Association (“NFA”). In performing its services, AIA utilizes the services of investment professionals of affiliated investment advisory firms who are best positioned to 
provide the expertise required to manage a particular strategy or product. In keeping with applicable regulatory guidance, each such affiliate entered into a Memorandum
of Understanding (“MOU”) with AIA pursuant to which such affiliate is considered a “Participating Affiliate” of AIA as that term is used in relief granted by the staff of the 
Securities and Exchange Commission allowing US registered investment advisers to use portfolio management and trading resources of advisory affiliates subject to the 
supervision of a registered adviser. Investment professionals from AIA’s Participating Affiliates render portfolio management, research or trading services to clients of AIA.
Investment professionals from the Participating Affiliate also render substantially similar portfolio management research or trading services to clients of advisory affiliates 
which may result in performance better or worse than presented herein. This means that the employees of the Participating Affiliate who are involved in the management
of strategies and other products offered to US investors are supervised by AIA. AIA’s Form ADV Part 2A, which provides background information about the firm and its 
business practices, is available upon written request to:

Compliance Department

225 West Wacker Drive, Suite 2250

Chicago, IL 60606

Additional performance and other essential documents can also be requested at the same address or accessed on our website at www.avivainvestors.com
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Thomas Meyers, CFA
Head of Client Solutions, Americas
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O: 312.873.5875 | M: 312.764.8777

Alex Knapp, CFA
Investment Specialist
E: alex.knapp@avivainvestors.com
O: 212.593.5604 | M: 917.232.6859 

CONTACT US

Returns for periods 1 year or 
longer are annualized

Bloomberg Barclays US Long 
Government/Credit Index

Gross Returns

INVESTMENT PERFORMANCE
Aviva Investors US Long Government/Credit strategy performance as of December 31, 2017

Source: Aviva Investors, as of 12/31/2017. Past performance is no guarantee of future results. Returns are shown gross and net of fees. The gross performance shown 
does not reflect the deduction of investment advisory fees. Returns for periods greater than 12 months are annualized. The client’s return will be reduced by the advisory 
fees and other expenses incurred as a client.  As fees are deducted quarterly, the compounding effect will be to increase the impact of fees by an amount directly related to 
the gross account performance. The Benchmark is the Bloomberg Barclays US Long Govt/Credit Index. Indexes are unmanaged, do not reflect fees and expenses and are 
not available for direct investment. For index definitions, see appendix.

Net Returns

Difference (Net)

Difference (Gross)

Three 
Months

2.81%

2.84%

2.77%

-0.03%

-0.07%

YTD

11.16%

10.71%

10.98%

0.27%

0.45%

One 
Year

11.16%

10.71%

10.98%

0.27%

0.45%

Three
Years

4.52%

5.66%

5.49%

0.97%

1.14%

Five 
Years

5.47%

4.43%

5.30%

0.87%

1.04%

Since Inception
(03/31/02)

6.81%

5.77%

6.63%

0.86%

1.04%




