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Key Points

 Institutional allocation to GFI has been rising in recent times.

 GFI sectors and asset class has done very well over year and decade on the back of falling rates around the world.

 In 2019, Emerging markets outperformed Developed market returns. UK, Canada, Italy and Australia amongst the best performers in 
DM.

 While yield dispersion across major segments remain high, investors need to avoid sectors with high risk, low returns.

 Active manager performance has been mixed across most styles, yield based style stands out the most.

 Dispersion of key portfolio and return drivers is very high amongst global fixed income managers.

 Investors need to compare managers of similar style to ensure apple to apple comps.

 Dispersion on performance and risk also very high, reflecting greater dispersion of style and factor biases.
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• Allocations to GFI assets have been 
rising steadily over the past 5 years 

• Q1 2014: 5.8%

• Q2 2019: 9.0%

Asset Allocation Trends
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• The addressable market for GFI is 
very large across the major 
superannuation segments

• Total assets invested across the 
system represent $164bn. 

Asset Allocation Trends
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• Risky segments have delivered strong 
returns. 

• EM High Yield, Global High Yield and 
EM Aggregate have done very well in 
AUD terms.

• Watch-out for low return, high risk 
segments for potential issues.

Performance has been very 
strong across the board
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• Emerging market government bonds 
have delivered the best returns in 
2019.

• Within Developed markets; UK, 
Canada and Italy lead the pack

• Australia also delivered strong results

Performance by country and 
region – Government bonds
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• Risky segments have delivered strong 
returns. 

• EM USD Aggregate HY experienced 
highest levels of growth over 5-, 10-
and 15-year periods. 

• FTSE EM USD Government Bond 
Index delivered highest returns over 
1- and 3-year periods. 

• Global High Yield bonds have 
delivered top 5 returns across all 
periods shown. 

Long Term Performance by 
sectors
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• Yield dispersion continues to offer 
opportunities to add value through 
active management. 

• Developed market sector yields have 
converged. 

• Not all sectors offer commensurate 
risk premium. 

Yield dispersion still high 
across the segments
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• Global corporate yield spreads are 
now below long term average. 

• In the context of late corporate 
earnings cycle, are investors 
appropriately compensated for taking 
credit risk?

Watch out for low return, high 
risk segments
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• Rolling volatility shows G7 bonds 
(USD) currently has the highest 
volatility. 

• Second and third panels show that G7 
bonds have had the highest dispersion 
(also highest median) in volatility over 
the median 10 year period. 

• The least dispersion in volatility was 
experienced by EM Hard Currency 
bonds. 

Longer term volatility still low
for now
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• Global fixed income manager 
performance (broad group) has been 
disappointing since the GFC. 

• While more offerings have hit the 
market, only about 40% of managers 
have actually beaten their index. 

Manager performance across 
all style segments is 
disappointing.
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• Managers within the Foresight 
investment style ‘Yield’ have done well 
since the GFC. 

• Average outperformance has been 2% 
above the cash benchmark. 

• Almost 100% of managers have 
outperformed consistently. 

Manager performance across 
Yield style has been much 
stronger
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• Significant dispersion across Foresight 
style groups. 

• Key reason why style-based grouping 
is important. 

Dispersion of portfolio drivers 
is very high



Phone : +61 288 831 369   Email: info@foresight-analytics.com |  Website: www.foresight-analytics.com

• Average coupon of the Foresight peer 
group is 3.2% with a range between 
1% and 7%.

• Average effective duration is 7% with 
a peer group range between 12 years 
and 1 year.

• Variation of duration with style groups 
is much lower as expected.

Dispersion of portfolio drivers 
is very high
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• Median modified duration is 6.31 
years and median YTM is 2.22

• Significant dispersion across Foresight 
style groups. 

• Key reason why style-based grouping 
is important. 

Dispersion of portfolio drivers 
is very high
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• Median modified duration is 6.31 
years and median coupon is 3.02

• Significant dispersion across Foresight 
style groups. 

• Key reason why style-based grouping 
is important. 

Dispersion of portfolio drivers 
is very high
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Manager risk adjusted 
performance

• Manager risk adjusted performance 
variation across Foresight ‘Yield’ style 
is quite high



• The median fee level is 0.53% for all 
managers

• Passive funds are charging 0.2%

• Macquarie true index is the cheapest 
offering in the peer group

Dispersion of fees higher than 
return
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Foresight Fixed Income Methodology

Clustering Technique
Foresight uses clustering technique based on statistical method. The technique is designed to 
define the true style of fixed income managers so that any comparison is more reliable and 
relevant. The underlying drivers of clustering analysis include:
• Region
• Primary sector
• Maturity
• Credit quality
• Coupon
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Foresight Clusters – based on three years average allocation dataForesight Clusters – based on three years average allocation data

Diversified – there is a 
balanced exposure to each of 

the 5 key style drivers

Quality – the dominant bias of the 
portfolio is towards the highest rate 

securities in developed markets

Yield – the dominant bias is towards 
the high yield securities across any 

market
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Foresight Analytics - Unlocking your investment advantage
Foresight Analytics is a data-driven investment research, analytics and consulting firm. Using its innovative 360-degree framework and factor-based technology, Foresight provides analytical, 
predictive and market intelligence solutions to leading investment management companies, superannuation funds and wealth groups.

For asset owners, Foresight solutions include quality and risk-based manager appraisal, forensic validation of manager skill, portfolio risk aggregation and factor-based portfolio optimisation. 
Foresight’s 360-degree analytical framework integrates financial and extra-financial considerations and across equity and bond asset classes.   

Foresight Disclaimer
The material contained in this document is for general information purposes only. It is not intended as an offer or a solicitation for the purchase and/or sale of any security, derivative, index, 
or financial instrument, nor is it an advice or a recommendation to enter into any transaction. No allowance has been made for transaction costs or management fees, which would reduce 
investment performance. Actual results may differ from reported performance. Past performance is no guarantee for future performance. 

This material is based on information that is considered to be reliable, but Foresight Analytics makes this information available on an “as is” basis without a duty to update, make warranties, 
express or implied, regarding the accuracy of the information contained herein. The information contained in this material should not be acted upon without obtaining advice from a licensed 
investment professional. Errors may exist in data acquired from third party vendors, and in coding related to statistical analyses.

Foresight Analytics disclaims any and all expresses or implied warranties, including, but not limited to, any warranties of merchantability, suitability or fitness for a particular purpose or use. 
This communication reflects our quantitative insights as of the date of this communication and will not necessarily be updated as views or information change. All opinions expressed herein are 
subject to change without notice.

Data Provider Disclaimers
Parts of the data used in this report are sourced from Morningstar. While Morningstar uses all reasonable efforts to obtain information from reliable sources, it does not guarantee the data or 
content contained herein to be accurate, complete or timely. To the extent that its data and statistics are based on information received from other parties, no liability is accepted by 
Morningstar, its affiliates nor its content providers for errors contained in the report or omissions from the report.

'Morningstar' and the Morningstar logo are registered trademarks of Morningstar, Inc.

Portions of information contained in the assessments and underlying data were sourced from Datastream, a Thomson Reuters Company, subject to the following: Copyright 2018 © Thomson 
Reuters. All rights reserved. Any copying, republication or redistribution of Datastream content, including by caching, framing or similar means, is expressly prohibited without the prior 
written consent of Datastream. Thomson Reuters and/or Foresight Analytics shall not be liable for any errors or delays in the content, or for any actions taken in reliance thereon.


