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Quoniam Investment Grade Credit Factor Strategy

By using a variety of return sources, a corporate bond portfolio can achieve consistent out-
performance against the benchmark. Quoniam’s multi-factor approach not only offers broad
diversification, but also minimises drawdowns for investors.

High-quality corporate bonds offer investors positive interest in-
come and additional yield compared to government bonds
with manageable credit risks. However, in order to further diversify
the bond portfolio, it may make sense for investors to add a
quantitative credit approach.

The advantage: Factor strategies can unlock hidden sources of
return and risk that traditional, discretionary strategies often cannot.
In addition, factor strategies are not only highly transparent, but
also cost-effective. They therefore offer institutional investors, such
as pension funds and insurance companies, a way to diversify a
core portfolio away from index-tracking and fundamental strategies.

The Quoniam solution

Our investment grade credit strategies use scientifically proven sources of return. We use a model-driven,
quantitative process that can consistently and objectively calculate factors for all companies in the market.
Specifically, we combine the value, momentum and carry factors. Over many years of research, these
factors have proven to be statistically and economically significant indicators of alpha. They therefore

form the basis of our forecasts.

m Value: Undervalued, inexpensive bonds perform better
than overvalued or expensive ones.

m Momentum: Bonds of companies with positive stock
price momentum outperform those of companies with
weak momentum.

m Carry: Bonds with higher spreads and a steeper yield
curve generate higher returns.

However, as the individual factors perform differently in differ-
ent cycles, it makes sense to combine them into a multi-factor
signal as part of a forecasting process. This approach can tap
into existing premiums in the market in a more stable way
than individual signals.

Our philosophy and multi-factor approach to corporate bonds
have the following advantages:

m By analysing the entire global credit universe, we are able
to systematically identify opportunities that are not covered
in fundamental approaches.

m The returns generated by our approach have a low correlation
with the alphas of traditional fundamental strategies, providing
a source of diversification.

= Our approach systematically captures the factor premia

available in the market, adding consistent value and
high risk-adjusted alphas.

Factor strategies can unlock hidden

sources of return and risk that traditional,

discretionary strategies often cannot.
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Global IG credit factor alpha
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Global IG credit top 20% portfolio: Relative performance per factor vs global senior IG benchmark for the period 31.12.2004 to 29.12.2023.
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Our approach:

m Factor-based spread valuation: Factors are our measure
of a bond’s attractiveness.

m Systematic portfolio construction: We maximise the
net return of the portfolio per unit of risk.

m Risk modelling: Risk models complement our return
projections to reflect the risk of bonds within the portfolio
structure and to avoid rating downgrades.

Our systematic process analyses 15,000 corporate bonds,
identifying the return and risk drivers for each security using
numerous data points.

Advantages of the Quoniam IG Credit Factor approach
over traditional fundamental strategies:

m Larger investment universe: Factor approaches use
quantitative analysis methods and can therefore efficiently
analyse a significantly larger investment universe.

= Another characteristic of a factor portfolio is the large
number of small, active positions, which leads to a
high degree of diversification and a low tracking error.

m Performance drivers: While fundamental approaches often
generate returns through an active carry strategy, Quoniam
focuses more on returns from the value and momentum
factors. Although carry delivers added value, it often records
strong drawdowns and therefore has a lower weighting in our
multi-factor model.

Investors can benefit from the diversification advantages by
adding a multi-factor strategy to their fundamentally managed
credit allocation. Over time, this will lead to more stable overall
credit portfolio performance and open up new sources of
outperformance.
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Track record
Our track records for global and euro investment grade corporate
bonds show stable outperformance against the respective bench-

mark.

Euro IG credit strategy: alpha versus benchmark
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Quoniam Asset Management GmbH
Westhafen Tower - Westhafenplatz 1
60327 Frankfurt am Main
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Why Quoniam?

We have almost 20 years of experience in managing
corporate bonds with a systematic factor approach. Our
models and processes reflect expertise from various market
cycles, including the global financial crisis of 2007/2008
and the Corona crisis of 2020, making our portfolios
optimally equipped for any market situation. We currently
manage around 8.1 billion euros in bond portfolios for our
clients (as per July 2024).

Thanks to our technological know-how in data collection
and processing, we can make the best possible use of
market liquidity and trade very cost-effectively. Our
automated processes calculate the transaction costs and
available liquidity of each bond in real time.

Our approach is also transferable to individual solutions
thanks to the automated platform, in terms of benchmarks,
loss budgets, ratings, duration and investment universe.

In addition, the credit strategy can be flexibly adapted to
individual ESG requirements.
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The use of investment services as well as investments in financial instruments are conjoint with risks.
For more information and guidance on opportunities and risks, please visit www.quoniam.com/riskstatement

This document was produced by Quoniam Asset Management GmbH (hereafter
‘Quoniam’) using reasonable care and to the best of our knowledge and belief. It is
provided for information purposes only and is for the exclusive use of the recipient. The
opinions, appraisals and information expressed in this document are those of Quoniam
or derived from publicly available sources at the time of writing and are subject to
change at any time without notice. However, Quoniam provides no guarantee with
regard to its content, completeness and topicality.

This document is expressly not intended for use by retail clients within the meaning of

article 4 (1) (11) of Directive 2014/65/EU (MiFID II). Excluding documents compiled
for investment committee meetings or those compiled in order to fulfil contractual
obligations (e.g. reporting), this document qualifies as marketing material that has
been published for advertising purposes only. We hereby expressly note, that the
information provided do not constitute a statement of assets in accordance with
applicable investment law. Consequently, we advise the recipient to turn themselves to
the respective investment company.

For more detailed information, in particular a description of the mentioned funds’ risks
and rewards, please refer to the prospectus, the key investor information document
and the most recently published annual and semi-annual report. These publications are
available upon request and free of charge from the German payment and information
agents, DZ BANK AG (Frankfurt/Main). The aforementioned documents constitute the
sole binding basis for the purchase of fund units.

The information contained herein does not consider any personal and financial circum-
stances of the recipient. Therefore it does not constitute an offer or a recommendation
to buy or sell financial instruments or banking services. Neither historical nor future

performance simulations and financial market scenarios are a guarantee for current
or future performance. We advise the recipient to seek investment advice in order to
ensure that information provided is in line with their own circumstances.

This document has not been prepared in accordance with legal requirements designed
to promote the independence of investment research. Further, it is not subject to any
prohibition on dealings ahead of the dissemination of investment research. As a conse-
quence information and opinions herein must not be read as independent investment
research.

This document shall not be reproduced or passed on to third parties either in part or in
full without the written permission of Quoniam.

Quoniam is authorised and supervised by the Federal Financial Supervisory Authority
(Bundesanstalt fur Finanzdienstleistungsaufsicht) and is subject to limited regulation
by the Financial Conduct Authority. Details about the extent of our regulation by the
Financial Conduct Authority are available upon request.

Quoniam processes your personal data including name, gender, postal address, e-mail
address, phone number and job title within our business correspondence based on
article 6 paragraph 1 lit. b) and f) GDPR. Controller in terms of article 4 number 7 GDPR
is Quoniam Asset Management GmbH, Westhafenplatz 1, 60327 Frankfurt am Main.
For further information please read the data privacy section in our legal notices. You
do not want to receive further information from Quoniam? Please send an e-Mail to
dataprotection@quoniam.com
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