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Source: FactSet
The value of investments can fluctuate. Data assumes reinvestment of dividends and capital gains. Data reflects past performa nce. Past 
performance does not guarantee future results.
Periods greater than one year have been annualized.
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Total Effect includes residual securities not reflected in the categories shown above.

Attribution Analysis One Year Ending 31 March 2023

Portfolio Management Team

Start Date

Name Industry Firm
Charles Tan 1994 2018 

Jason Greenblath 2002 2019 

Jim Platz, CFA 1986 2003 

Jeffrey Houston, CFA 1986 1990 

Peter Van Gelderen 2005 2021 

Rajat Ahuja 2004 2021 

Robert Gahagan 1983 1983 

Portfolio team subject to change at any time and without 
notice.

Composite Performance
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Credit Quality

Portfolio Weight vs. Benchmark (%) Credit Quality
Portfolio

(%)
Benchmark

(%)

Portfolio holdings subject to change.

2.57

5.31

0.00

0.00
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1.38

3.81
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3.15

-1.45

-22.42

-30.00 -20.00 -10.00 0.00 10.00

U.S. Government 47.51 69.93
AAA 1.82 3.27
AA 5.91 2.76
A 14.33 11.24
BBB 17.30 12.76
BB 3.81 0.00
B 1.38 0.00
CCC 0.03 0.00
CC 0.00 0.00
C & Below 0.00 0.00
Non Rated 5.34 0.03
Cash and Cash Equivalents 2.57 0.00

Sector Allocation

Source: American Century Investments, Bloomberg Index Services Ltd.

Portfolio
(%)

Benchmark
(%)

Difference
(%)

USD Denominated 96.00 100.00 -4.00 

Credit 28.66 27.13 1.53 

Credit Default Swaps -0.02 0.00 -0.02 

High Yield Credit 3.36 0.00 3.36 

Investment Grade Credit 25.32 27.13 -1.81 

Emerging Markets 2.43 1.35 1.08 

Equity 0.21 0.00 0.21 

Government 17.99 42.18 -24.19 

Agency 0.07 1.16 -1.09 

Inflation-Linked Government 1.39 0.00 1.39 

Nominal Government 16.53 41.02 -24.49 

Treasury Futures 0.00 0.00 0.00 

Securitized 46.71 29.34 17.37 

Agency Collateralized Mortgage Obligation 0.01 0.00 0.01 

Agency Commercial Mortgage Backed Security 0.00 0.82 -0.82 

Agency Mortgage Backed Securities 29.50 27.17 2.33 

Asset Backed Security 6.32 0.43 5.89 

Collateralized Loan Obligation 4.49 0.00 4.49 

Non-Agency Collateralized Mortgage Obligation 3.87 0.00 3.87 

Non-Agency Commercial Mortgage Backed Security 2.52 0.92 1.60 

Cash & Cash Equivalents 2.60 0.00 2.60 

Non-USD Denominated 1.42 0.00 1.42 

Non-USD Government 1.11 0.00 1.11 

Non-USD Nominal Government 1.11 0.00 1.11 

Non-USD Securitized 0.31 0.00 0.31 

Non-USD ABS 0.31 0.00 0.31 

Currency Derivatives -0.03 0.00 -0.03 

Total 100.00 100.00 0.00
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Portfolio Characteristics

Relative Duration
Portfolio Weight vs. Benchmark

Duration Years

Portfolio Benchmark

Duration 7.38 Years 6.41 Years

Spread Duration 4.66 Years 3.91 Years

Weighted Average Life to Maturity 9.06 Years 8.78 Years

Yield to Maturity 5.37% 4.37%

0.01

-0.04

0.03

-0.01

0.09

0.59

0.34

-0.01

0.04

-0.13

0.03

-0.20

-0.10

0.00

0.10

0.20

0.30

0.40

0.50

0.60

0.70

3M 1Y 2Y 3Y 5Y 7Y 10Y 15Y 20Y 25Y 30Y

R
el

at
iv

e 
D

ur
at

io
n

Source: American Century Investments, Bloomberg Index Services Ltd.



31 MARCH 2023 U.S. Core Plus Fixed Income 

MARKETING MATERIAL/FOR PROFESSIONAL CLIENTS ONLY/NOT FOR PUBLIC USE 4

Quarterly Commentary

Market Review 

Bonds delivered quarterly gain. U.S. investment-grade bonds posted their second-consecutive quarterly gain. Despite ongoing challenges from high 
inflation and significant Fed tightening, and new challenges from banking industry turmoil, all investment-grade bond sectors advanced for the 
quarter. 

U.S. economy gave mixed signals. Data released in the quarter showed the economy grew in late 2022 but at a slower pace than in the third 
quarter. Manufacturing improved in the first quarter but remained in contraction territory, while the services sector expanded for the first time since 
June. The unemployment rate ticked higher, and consumer confidence fell for the first time in four months. 

Fed maintained inflation fight. Despite moderating inflation and banking industry turmoil, the Fed raised rates 25 bps in February and March and 
indicated it may need to tighten more to quell above-target inflation. These actions brought the federal funds rate target to a range of 4.75% to 5%. 
Meanwhile, investors generally expected no additional rate hikes and rate cuts later this year. 

Treasury yields tumbled. Treasury yields fell in January on hopes for a Fed pause. But Fed tightening in February drove yields higher until early 
March, when two U.S. bank failures sparked a flight to quality. Yields plunged to end the quarter lower. Overall, the 10-year Treasury yield fell 41 bps 
to 3.47%, and the two-year yield sank 39 bps to 4.03%. The yield curve flattened but stayed inverted. 

Inflation moderated but remained elevated. Annual headline and core CPI moderated to 5% and 5.6%, respectively, by March, still well above Fed 
targets. While goods prices continued to flatten, services prices particularly shelter and rent continued to climb. Longer-term inflation expectations 
ended the quarter relatively flat, but TIPS outperformed nominal Treasuries. 

Corporates, Treasuries outperformed. Amid falling yields, corporate bonds rallied and were top performers for the quarter, outperforming Treasuries 
and the broad investment-grade bond market index. Treasuries also outperformed the index, while MBS underperformed. Meanwhile, high-yield credit 
spreads tightened for the quarter, and high-yield corporates outperformed investment-grade corporates. 

Portfolio Performance Review 

Securitized holdings contributed. -of-index ABS from 
aircraft leasing companies were top contributors. Our selections among agency MBS and out-of-index non-agency CMOs and CLOs also aided 
results. 

Duration strategy aided performance. We began extending duration in the second half of 2022, as recession risk increased and Treasury yields 
rose to multiyear highs. We maintained this strategy in the first quarter, given our view that recession risk is rising. This positioning aided results as 
Treasury yields declined for the quarter. 

Corporate credit contributed. Our investment-grade corporates aided results overall. In particular, holding large money center banks rather than 
regional banks in March helped performance. Conversely, an out-of-index hedged position in high-yield corporates, which we reduced by quarter-end, 
weighed on results. The hedge, reflecting our defensive strategy, detracted as high-yield bonds rallied. 

Positioning for the Future 

Recession appears likely. We expect the combination of elevated inflation, restrictive monetary policy and tighter lending conditions from banking 
industry turmoil to lead to a recession. The timing and depth of the downturn remain uncertain, though, largely due to the labor market, which remains 
surprisingly resilient. In our estimate, recession may emerge in late 2023 or early 2024. 

Another Fed rate hike possible. 
inflation is still too high and the labor market too strong for the Fed to pause. Ultimately, we expect additional signs of economic stress will emerge, 
prompting the Fed to end its tightening campaign and hold rates steady. 

Rates should head lower. As growth fades and the economy moves closer to recession, we expect short and long maturity Treasury yields to decline 
further. Against this backdrop, we believe maintaining a duration overweight is beneficial. Additionally, demand for higher-quality securities should rise 

Inflation easing. We expect prices will continue moderating. However, inflation may now be embedded in wages, causing services inflation to remain
resilient. A still-hawkish Fed and a likely recession are creating headwinds for inflation break-even valuations. We have reduced exposure to inflation-
linked bonds and emphasized shorter maturity securities as we await better reentry points. 

Agency mortgages offer attractive value. We have increased our stake in agency MBS, believing these high-quality bonds offer attractive 
valuations. While fallout from recent bank failures and bank demand for the securities remain highly uncertain, current valuations are sufficiently 
attractive to increase the size of our position. 

Higher-quality focus remains prudent. We favor higher-quality, less-volatile securities as we navigate economic and market uncertainties. Among 
corporates, we continue to focus on higher-rated bonds, notably in the troubled banking industry, and more-defensive securities. Similarly, in the 
securitized sector, we are maintaining an up-in-quality bias across credit-sensitive segments. 
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Goal

Risk Guidelines

Seeks to provide total return by 
investing in debt securities.

Duration limits: +/- 20% 
contribution to duration versus the 
benchmark

Credit quality limits: Maximum 
35% in below investment-grade 
and/or non-rated securities

Issuer limits: 5% per issuer at 
purchase, excluding government 
securities and government agency  
mortgages

5

Investment Philosophy

We believe:

• Misunderstood and mispriced risks within fixed income markets create inefficiencies and 
anomalies that can be exploited.

• Rigorous risk budgeting and continuous stress testing are integral to achieving strong and 
consistent risk-adjusted results.

• Diversified sources of return through active positions in duration, yield curve, country 
allocation, sector allocation, currency allocation and security selection help generate a 
more consistent return profile.

Underlying Tenets

• Proprietary Fundamental Research

• Active Risk Budgeting

• Diversified Sources of Returns

Security

SelectionExcess Return Target: 50 %

S

Outlook

Asset Allocation

O

A

S
Security Selection

Global Fixed Income Investment Committee:

▪ Outlook on global economic growth, interest rates 
and the risk environment.

▪ Risk management oversight.

Sector Teams:

▪ Portfolio manager/research analyst/trader 
collaboration to manage sector exposures, 
security selection and issuer weights.

▪ Incorporate ESG risk factors and their impact 
on valuation and spreads.

▪ Position sizing based on strength of conviction 
and upside potential. 

GFI Investment Committee and Portfolio 
Construction Teams:

▪ Asset allocation driven by sector-based relative 
value analysis ranking expected returns and 
information ratio under various risk scenarios.

▪ Incorporates qualitative and quantitative inputs.

▪ Optimized portfolio construction designed to 
meet client-specific risk/reward targets. 

Investment Process

SG) factors into their investment processes in addition to traditional 
financial analysis. However, when doing so, the portfolio managers may not consider ESG factors with respect to every investment decision and, even when such factors are considered, they may 
conclude that other attributes of an investment outweigh ESG considerations when making decisions for the portfolio. The consideration of ESG factors may limit the investment opportunities available to 
a portfolio, and the portfolio may perform differently than those that do not incorporate ESG considerations. ESG data used by the portfolio managers often lacks standardization, consistency, and 
transparency, and for certain companies such data may not be available, complete, or accurate. 

The total return target is aspirational in nature and is not based on any criteria or assumptions. The target is not meant to reflect any projection or promise of performance. No guarantee or representation 
is being made that any account will or is likely to achieve the objectives or targets shown.
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Available Vehicles

Separate Account Available in U.S. and certain non-U.S. countries

SG) factors 
into their investment processes in addition to traditional financial analysis. However, when doing so, the portfolio managers may not consider 
ESG factors with respect to every investment decision and, even when such factors are considered, they may conclude that other attributes 
of an investment outweigh ESG considerations when making decisions for the portfolio. The consideration of ESG factors may limit the 
investment opportunities available to a portfolio, and the portfolio may perform differently than those that do not incorporate ESG 
considerations. ESG data used by the portfolio managers often lacks standardization, consistency, and transparency, and for certain 
companies such data may not be available, complete, or accurate.

ESG Definitions
ESG Integrated: An investment strategy that integrates ESG factors aims to make investment decisions through the analysis of ESG 
factors alongside other financial variables in an effort to deliver superior, long-term, risk-adjusted returns. Therefore, ESG factors may limit the 
investment opportunities available, and the portfolio may perform differently than those that do not incorporate ESG factors. Portfolio 

tment 
decisions may not be affected by ESG factors.
ESG Focused: An investment strategy that focuses on ESG factors seeks to invest, under normal market conditions, in securities that meet 
certain ESG criteria or standards in an effort to promote sustainable characteristics, in addition to seeking superior, long-term, risk-adjusted 
returns. This investment focus may limit the investment opportunities available to a portfolio. Therefore, the portfolio may underperform or 
perform differently than other portfolios that do not have an ESG investment focus. ESG-focused investment strategies include but are not 
limited to impact, best-in-class, positive screening, exclusionary, and thematic approaches.

Unless otherwise stated, data is provided by American Century Investments.

No offer of any security is made hereby. This material is provided for informational purposes only and does not constitute a recommendation 
of any investment strategy or product described herein. This material is directed to professional/institutional clients only and should not be 
relied upon by retail investors or the public. The content of this document has not been reviewed by any regulatory authority.

The information contained herein must be treated in a confidential manner and may not be reproduced, used or disclosed, in whole or in part, 
without the prior written consent of American Century. Disclosure to any persons other than the recipient and its representatives is 
prohibited. More information is available upon request.

This document does not constitute an offer or solicitation to invest. American Century Investment Management (UK) Limited may not be 
licensed in all jurisdictions, and unless otherwise indicated, no regulator or government authority has reviewed this document or the merits of 
the investment referenced herein. This document is provided on a privileged and confidential basis and, where required by local law, at the 
request of the recipient. This document (and the information contained herein) is for informational purposes only and is not to be reproduced, 
distributed or transmitted without the written consent of American Century Investment Management (UK) Limited. If you receive a copy of 
this document, you may not treat this as constituting a public offering and you should note that there may be restrictions or limitations to 
whom these materials may be made available. You should conduct appropriate checks to ensure that these materials are made available only 
to eligible recipients, pursuant to private placement exemptions, or are otherwise used in accordance with applicable law. If you wish to 
invest, it is your duty to inform yourself of, and to observe, all applicable laws and regulations of any relevant jurisdiction. In particular, you 
should inform yourself as to the legal requirements of so applying, and any applicable exchange control regulations and taxes in the countries 
of your respective citizenship, residence or domicile as well as any other requisite governmental or other consents or formalities which you 
might encounter which might be relevant to your purchase, holding or disposal of the investment. Past performance is no indication as to 
future performance and the value of any investment may fall as well as rise.

This promotion has been approved with limitations, in accordance with Section 21 of the Financial Services and Markets Act, by American 
Century Investment Management (UK) Limited, which is authorised and regulated by the Financial Conduct Authority. This promotion is 
directed at persons having professional experience of participating in unregulated schemes and units to which the communication relates are 
available only to such persons. Persons who do not have professional experience in participating in unregulated schemes should not rely on 
it.

American Century Investment Management (UK) Limited is registered in England and Wales. Company number: 06520426. Registered 
office: 12 Henrietta St, 4th Floor, London WC2E 8LH.

American Century Investment Management (Asia Pacific), Limited currently holds Type 1 and Type 4 registrations from the Securities and 

American Century Investments (EU) GmbH is registered by the German Federal Financial Supervisory Authority (Bundesanstalt für
Finanzdienstleistungsaufsicht (BaFin)).

American Century Investment Management, Inc. is not authorised by the German Federal Financial Supervisory Authority (Bundesanstalt für 
Finanzdienstleistungsaufsicht (BaFin)).
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To receive a complete list of composite descriptions and/or a GIPS® Composite Report, contact:

American Century Investments®

4500 Main Street
Kansas City, MO 64111
1-866-628-8826

330 Madison Avenue
9th Floor
New York, NY 10017
1-866-628-8826

3945 Freedom Circle, Suite 800
Santa Clara, CA 95054
1-866-628-8826

360 East 2nd Street
5th Floor
Los Angeles, CA 90071
1-866-628-8826

12 Henrietta Street, 4th Floor
London, WC2E 8LH
United Kingdom
+44 20 7024 7080

506-
2 Ice House Street, Central
Hong Kong
+852 3405 2600

Governor Phillip Tower
RM 3676 L36
1 Farrer Place
Sydney, NSW, 2000, Australia
+61 2 8823 3403

Taunusanlage 8
WeWork 4.101
D-60329 Frankfurt am Main
Germany
+49 69 8088 5501

www.americancentury.com

-8174) is a US registered investment 
adviser pursuant to the Investment Advisers Act of 1940 of the Securities and Exchange Commission. ACIM relies on the 

-
regulated financial service providers in relation to the provision of financial services to Australian clients. ACIM has an Australian 

Financial Service Licence (Number: 518417) issued by ASIC.  This material contained in this document is for information 
purposes only and should not be construed as an offer or solicitation or recommendation to buy or sell any financial products. 
The information is directed and available to residents of Australia only deemed to be Wholesale Clients under Section 761G of
the Corporations Act of 2001.
Composite returns are gross of investment management fees. unless otherwise noted. Sector weights, portfolio characteristics 
and holdings are of a representative account in the composite. Holdings are current as of the date indicated, are subject to 
change and may not reflect the portfolio's current holdings. Portfolio construction guidelines document operational policies and
not necessarily investment restrictions imposed on management of the strategy. Material presented has been derived from 
industry sources considered to be reliable, but their accuracy and completeness cannot be guaranteed. Opinions expressed are 
those of the portfolio investment team and are no guarantee of the future performance of any American Century Investments®

portfolio. Nothing in this document should be construed as offering investment advice. Please note that this is for informational 
purposes only and does not take into account whether an investment is suitable or appropriate for a specific investor. References 
to specific securities are for illustrative purposes only, and are not intended as recommendations to purchase or sell securities. 
Opinions and estimates offered constitute our judgment and along with other portfolio data, are subject to change without notice.
For purposes of compliance with the Global Investment Performance Standards (GIPS®), the Firm is defined as American Century 

®). U.S. 
Core Plus Fixed Income composite includes portfolios that typically invest in a diversified portfolio of investment grade and below 
investment grade debt securities, with a portfolio weighted-average maturity of 3½ years or longer.  Index futures (and currency 
forwards and futures, where applicable or appropriate) are occasionally used to equitize cash and manage portfolio risk. Other 
derivative instruments may be used, as allowed, as part of the investment strategy. Returns are calculated and stated in U.S. dollars. 
The return may increase or decrease as a result of currency fluctuations. Returns for periods less than one year are not annualized.

GIPS® is a registered trademark of CFA Institute. CFA Institute does not endorse or promote this organization, nor does it warrant the 
accuracy or quality of the content contained herein.


