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AVIVA INVESTORS’ ALTERNATIVE INCOME
These six assets share a number of characteristics. They are 
income-producing, unlisted, private assets and may offer 
illiquidity or complexity premia over comparable listed credit.

Source: Aviva Investors. AUM as at 30 September 2018
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OUR INVESTMENT RATIONALE
For investors who can afford to sacrifice some liquidity, alternative income assets offer a number of potential benefits:

Cash flow matching
A number of alternative income assets such as unleveraged equity 
infrastructure or long-income real estate provide low risk, long-dated, fixed 
uplift or inflation-linked income. Such features make these assets particularly 
attractive for cash flow-matching purposes. This approach can either be used to 
complement an existing liability-driven investment (LDI) strategy or to reduce 
reliance on lower-yielding matching assets such as government bonds.

Capital preservation
Although downside protection is a central tenet of any fixed income 
instrument, such characteristics are especially pronounced in the alternative 
income arena where assets tend to offer a mix of seniority and strong covenants 
and can be either explicitly or implicitly asset backed. These characteristics result 
in lower default rates and higher recovery rates than comparable corporate 
bonds.

Diversification
Alternative income assets extend across a wide range of underlying asset classes 
and so can be used to provide diversification from traditional fixed income 
investments. Areas such as commercial real estate debt, infrastructure debt, 
structured finance and corporate loans provide exposure to issuers and credit 
risk beyond that of typical corporate bond holdings. As a result, blending a 
range of alternative income assets will accentuate the diversification benefits 
on offer and should deliver better risk-adjusted returns which will complement 
the traditional fixed income portfolio.

Enhanced income
Alternative income assets may offer a number of additional risk premia above 
standard ‘vanilla’ corporate bonds of comparable credit risk. Chief among these 
is the illiquidity premium. However, they can also offer premia which compensate 
for the complexity and reduced accessibility they carry. This is why investing in 
these assets requires specialist knowledge as well as the ability to source the right 
opportunities. For investors who can accept a degree of illiquidity and who can 
call upon an experienced manager with the ability to access and manage the 
right deals, this enhanced income is a powerful attraction.

Risks
Where funds are invested in real estate/infrastructure, investors may not be able to 
switch or cash in an investment when they want because real estate/infrastructure 
may not always be readily saleable. If this is the case we may defer a request to switch 
or cash in units. Investors should also bear in mind that the valuation of real estate is 
generally a matter of valuers’ opinion rather than fact. 

The value of an investment and any income from it may go down as well as up and 
the investor may not get back the original amount invested. Past performance is not 
a guide to future returns. 
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Brief  characteristics Loans on infrastructure projects such as hospitals,  schools, 
roads, utilities, etc. Long‑term stable returns available, with 
a proven track record of lower defaults and higher recoveries 
than from comparable corporate credit. Improvement in ratings 
sometimes occurs after a  project is operating as expected for a 
period of time.

Typical maximum maturity 5 ‑ 40 years

Expected credit rating A to BB

Sample transaction Asset Rolling Stock

Investment Size c. £300m

Internal Credit Rating BBB

Tenor > 25 years

Spread / Yield >  200bps pa above swaps

Aviva Investors has been 
providing infrastructure 
finance since 1998, 
funding projects across 
ten European countries. 
In 2017 ranked the 
largest UK infrastructure 
primary lender¹.”

“

¹Infranews league tables January 2018

Past performance is not a guide to the future

INFRASTRUCTURE DEBT
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Brief  characteristics Loans that assist in financing the purchase or refinancing of 
commercial real estate such as offices, retail, industrial and 
logistics, hotels and healthcare facilities. These loans can offer 
diversification away from typical corporate bond issuers, but 
with the  added security of a physical asset as collateral.

Typical maximum maturity 3 ‑ 25 years

Expected credit rating A+ to BB

Sample transaction Asset Industrial Assets

Investment Size c. £20m

Internal Credit Rating A

Tenor c. 5 years

Spread / Yield c. 300bps above LIBOR

Aviva Investors’ first 
loans were made in 
1984. Today we  are 
a leading provider of 
long dated fixed rate 
commercial real estate 
mortgages with an  
end-to-end loan 
origination and 
management platform.”

“
REAL ESTATE FINANCE
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Brief  characteristics Bespoke opportunities in asset, corporate and public sector 
financing. Longer maturity opportunities exist in funding local 
authorities, asset lease financing and collateralised swaps with 
strong corporate counterparties.

Typical maximum maturity 0.5 ‑ 35 years

Expected credit rating AA+ to BB

Sample transaction Asset Swap Portfolio

Investment Size > £450m

Internal Credit Rating A

Tenor > 15 years

Spread / Yield c.  125bps pa above comparable loans

We have originated 
over £3bn² of bespoke 
deals across a range 
of strategies including 
collateral swaps, 
hedged private loans 
and structured bonds.”

“

²Source: Aviva Investors as at 30 September 2018

STRUCTURED FINANCE
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Brief  characteristics Financing low carbon and social infrastructure in sectors such as 
wind, solar, and energy from waste. Unlevered Investing allows 
predictable returns without taking additional risk or introducing 
cash flow volatility by introducing debt. A focus on assets with 
simple operating models and good quality counterparties 
provides an attractive risk profile.

Typical maximum maturity 25 years

Expected credit rating Investment grade equivalent

Sample transaction Asset Energy from Waste Plant

Investment Size c. £60m

Internal Credit Rating High Quality

Tenor 25 years

Spread / Yield c. 12% pa IRR

We focus on areas 
where an unlevered 
approach provides 
an enhanced risk / 
return profile over 
conventional debt 
/ equity structures. 
Limited investor 
competition allows 
for appealing returns.” 

“

Source: Aviva Investors for illustrative purposes only

INFRASTRUCTURE EQUITY
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Brief  characteristics Long‑lease commercial real estate let to strong  tenants and 
ground rents. Income is derived from tenants  in the public 
sector or highly rated corporate entities.
We seek assets that have either inflation‑linked rent reviews or 
fixed rental uplifts. This allows us to generate reliable levels of 
returns and annual distributions.

Typical maximum maturity 35 years for long leases 
125 years for ground rents

Expected credit rating Investment grade equivalent

Sample transaction Asset Ground Rent

Investment Size > £20m

Internal Credit Rating AAA

Tenor > 100 years

Spread / Yield c.  300bps pa above index‑linked gilts

Aviva Investors  
has one of the  
longest-running  
secure income real 
estate strategies in  
the UK.”

“
REAL ESTATE LONG INCOME
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Brief  characteristics Private placements (PPs) and direct lending to a variety of sectors 
and issuers, ranging from investment grade borrowers to privately 
owned mid‑sized and SME corporates.

Typical maximum maturity 10 ‑ 40 years for private placements  
3 ‑ 10 years for private debt

Expected credit rating AA+ to B

Sample transaction Asset Senior Unsecured Note

Investment Size c. £20m

Internal Credit Rating AA+

Tenor 35 years

Spread / Yield c. 75bps pa above gilts

Investing in corporate 
loans and private 
placements is a natural 
extension of our debt 
capabilities. As the 
asset management 
arm of one of the 
world’s largest insurers, 
investing in fixed 
income is a cornerstone 
of our business.”

“
PRIVATE CORPORATE DEBT



HOME OUR INVESTMENT 
RATIONALE

INFRASTRUCTURE  
DEBT

REAL ESTATE 
FINANCE

STRUCTURED 
FINANCE

INFRASTRUCTURE 
EQUITY

REAL ESTATE 
LONG INCOME

PRIVATE 
CORPORATE DEBT CONTACT US

CONTACT US
Aviva Investors 
St Helen’s,  
1 Undershaft,  
London EC3P 3DQ

+44 (0) 20 7809 6000 
www.avivainvestors.com

Important Information
This document is for investment professionals only. It is not to be viewed by, or used with, 
retail investors. 
Except where stated as otherwise, the source of all information is Aviva Investors Global 
Services Limited (“Aviva Investors”) as at 27 November 2018. Unless stated otherwise any 
views and opinions expressed are those of Aviva Investors. They should not be viewed as 
indicating any guarantee of return from an investment managed by Aviva Investors nor as 
advice of any nature.
Some of the information within this document is based upon Aviva Investors estimates. 
It is not to be relied on by anyone else for the purpose of making investment decisions.

In Switzerland, this document is issued by Aviva Investors Schweiz GmbH, authorised by 
FINMA as a distributor of collective investment schemes.
Issued By Aviva Investors Global Services Limited, registered in England No. 1151805. 
Registered Office: St Helen’s, 1 Undershaft, London EC3P 3DQ. Authorised and regulated 
by the Financial Conduct Authority.
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