
Source: FactSet
The value of investments can fluctuate. Data assumes reinvestment of dividends and capital gains. Data reflects past performance. Past performance 
does not guarantee future results.
Periods greater than one year have been annualized.
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Attribution Analysis

Quarterly Review

Total Effect includes residual securities not reflected in the categories shown above.

Portfolio Management Team

Start Date
Name Industry Firm
Charles Tan 1994 2018 

Robert Gahagan 1983 1983 

Jeffrey Houston, CFA 1986 1990 

Jason Greenblath 2002 2019 

Peter Van Gelderen 2005 2021 

Jim Platz, CFA 1986 2003 

Rajat Ahuja 2004 2021 

At a Glance

Inception:  May 1, 1993 

Benchmark: Bloomberg U.S. 
Aggregate Bond

AUM: $6.22 billion

December 31, 2022

U.S. Core Fixed Income

One Year Ending December 31, 2022 
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Credit Quality

Portfolio Weight vs. Benchmark Credit Quality
Portfolio

(%)
Benchmark

(%)

Portfolio holdings subject to change.

Portfolio Weight vs. Benchmark (%) Credit Quality
Portfolio

(%)
Benchmark

(%)

1.77

5.55

0.00

0.00

0.00

0.07

0.30

2.46

3.05

4.35

-1.09

-16.45

-20.00 -15.00 -10.00 -5.00 0.00 5.00 10.00

U.S. Government 53.78 70.23
AAA 2.27 3.36
AA 7.12 2.77
A 14.02 10.97
BBB 15.07 12.61
BB 0.30 0.00
B 0.07 0.00
CCC 0.00 0.00
CC 0.00 0.00
C & Below 0.00 0.00
Non Rated 5.61 0.06
Cash and Cash Equivalents 1.77 0.00

Sector Allocation

Portfolio
(%)

Benchmark
(%)

Difference
(%)

USD Denominated 98.23 100.00 -1.77 

Credit 24.70 26.81 -2.11 

Bank Loans 0.15 0.00 0.15 

Credit Default Swaps -0.03 0.00 -0.03 

High Yield Credit 0.00 0.03 -0.03 

Investment Grade Credit 24.58 26.78 -2.20 

Emerging Markets 1.38 1.29 0.09 

Government 29.52 42.05 -12.53 

Agency 0.72 1.18 -0.46 

Inflation-Linked Swaps 0.00 0.00 0.00 

Nominal Government 28.80 40.87 -12.07 

Treasury Futures 0.00 0.00 0.00 

Securitized 42.63 29.85 12.78 

Agency Collateralized Mortgage Obligation 0.17 0.00 0.17 

Agency Commercial Mortgage Backed Security 0.00 0.85 -0.85 

Agency Mortgage Backed Securities 24.09 27.57 -3.48 

Asset Backed Security 6.39 0.45 5.94 

Collateralized Loan Obligation 5.07 0.00 5.07 

Non-Agency Collateralized Mortgage Obligation 3.44 0.00 3.44 

Non-Agency Commercial Mortgage Backed Security 3.47 0.98 2.49 

Cash & Cash Equivalents 1.77 0.00 1.77 

Total 100.00 100.00 0.00
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Portfolio Characteristics
Portfolio Benchmark

Duration 6.75 Years 6.32 Years

Spread Duration 4.15 Years 3.92 Years

Weighted Average Life to Maturity 8.75 Years 8.71 Years

Yield to Maturity 5.24% 4.64%
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Quarterly Commentary

Market Review 

Bonds gained in quarter but sank for year. U.S. investment-
three months. Despite this rebound, the Bloomberg U.S. Aggregate Bond Index declined 13% for the year, its worst performance in index history. 
A tumultuous year of high inflation, aggressive Fed tightening and rising interest rates weighed on returns. 

Fed continued to raise rates. Despite a slowdown in the annual inflation rate, the Fed continued to aggressively raise rates. The Fed lifted rates 
75 bps in November and 50 bps in December. These actions brought the year-to-date rate hike total to 425 bps and the federal funds rate to a 
range of 4.25% to 4.5%. 

U.S. economy rebounded from first-half decline. Data released in the fourth quarter indicated the economy bounced back in the third quarter at 
a faster-than-expected pace. Nevertheless, recession fears lingered as inflation remained high, interest rates climbed to multiyear highs, 
manufacturing contracted and retail sales slowed. 

Treasury yields were volatile. Treasury yields were highly volatile in the quarter, but the 10-year Treasury ended nearly unchanged. Yields rose 
steadily to begin the period, tumbled in November, then surged in late December. The 10-year Treasury yield ended the quarter at 3.88%, up 5 
bps from September 30. The two-year Treasury ended December up 14 bps at 4.42%. The yield curve remained inverted. 

Inflation eased but remained high. Annual headline CPI moderated from 8.2% in September to 7.1% in November. Core CPI eased from 6.6% 
to 6%. Services prices particularly shelter and rent costs continued to climb, while goods prices declined amid improving supply chains and 
U.S.-dollar strength. Longer-term inflation expectations rose, and TIPS outperformed nominal Treasuries. 

Corporates, MBS outperformed. 
to tighter credit spreads. Corporate bonds rallied and were top performers for the quarter, outperforming Treasuries and the broad market index. 
MBS also benefited from the risk-on sentiment and outperformed Treasuries and the broad bond benchmark. 

Portfolio Performance Review 

Security selection detracted. Security selection detracted from relative results, mostly in the securitized sector. Our non-agency CMOs and ABS 
detracted, largely due to repricing issues we believe are temporary. Our defensive positioning among agency MBS detracted late in the quarter. 
Positive selection among CLOs and investment-grade corporates helped offset some of these negative effects. 

Duration was a modest detractor. We began extending duration late in the third quarter as recession risk increased and Treasury yields rose to 
multiyear highs. However, our longer-than-index duration slightly detracted from performance, as yields ended the fourth quarter modestly higher. 

Allocations contributed. An underweight position in government bonds aided results. A small out-of-index position in short maturity inflation-
linked securities also helped. These results more than offset the negative effects of our out-of-index, hedged position in high-yield corporates. 
The hedge, which reflects our defensive strategy, detracted as high-yield bonds rallied for the quarter. 

Positioning for the Future 

Markets on recession watch. We expect the combination of elevated inflation and restrictive monetary policy to eventually weaken the labor 
market and drive a dramatic slowdown in economic growth. The timing and depth of a recession remain uncertain, given the time it takes for 
monetary policy to work through the economy. In our view, recession should emerge in the second half of 2023. 

Fed risks overtightening. 
giving the Fed room to wait. We believe the Fed wants to avoid the mistakes of previous episodes of unusually high inflation. Therefore, we 
believe the Fed is more comfortable with the risks of overtightening than the risks of under tightening. 

Inflation probably peaked. We believe annual inflation has likely peaked for the current economic cycle. We expect good prices to ease, but 
inflationary pressures on services, mainly shelter and rent, should persist. We believe core CPI ultimately will reset at a higher level than current 
market expectations. Therefore, we believe inflation-linked bonds still offer value. 

Rates likely to decline. We see value in the intermediate portion of the Treasury yield curve, where yields may have peaked recently and likely 
will decline as the economy slows. Against this backdrop, we believe extending duration is a prudent strategy because rates should decline and 
demand for higher-quality securities should rise as a recession appears imminent. 

Lingering volatility merits quality focus. Amid continuing macroeconomic uncertainty, we believe market volatility will remain heightened in the 
months ahead. Lingering geopolitical tensions will also further aggravate the investment backdrop. Accordingly, we remain cautious in our 
positioning, with a preference for higher-quality corporate and securitized securities. 

Nimble strategy is prudent. 
financial conditions and slowing growth will test economic and credit fundamentals. Accordingly, we believe staying nimble and opportunistic in 
the face of elevated volatility and broad market uncertainty remains a prudent approach. 
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Investment Philosophy Goal

Risk Guidelines

Seeks to generate an annualized 
information ratio of 0.5 versus the 
Bloomberg U.S. Aggregate Bond Index.

Duration limits: +/- one year 
contribution to duration versus the 
benchmark

Maximum sector exposure: +/- 20% 
of benchmark weight

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

Active risk target: 1% to 2% versus 
benchmark

Cash exposure: < 5%

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

5

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. 
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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 managers have ultimate discretion in 

y 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.

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.

For purposes of compliance with the Global Investment Performance Standards (GIPS® tment 
Performance Standards (GIPS®). U.S. Core Fixed Income composite includes portfolios that typically invest in a diversified portfolio of primarily 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.

Available Vehicles

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

Diversified Bond Fund

I Share Class - ACBPX Available only in U.S.

R5 Share Class - ADRVX Available only in U.S.

R6 Share Class - ADDVX Available only in U.S.

Investor Share Class - ADFIX Available only in U.S.

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


