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Alpha/Beta Allocator: Fixed income
Very little value for money
The industry

YTD TOTAL INDUSTRY AUM

AUM & flows
Active

€8.6
tn

Passive

€7.2tn
€1.4tn

YTD 2018 TOTAL FLOWS
€105.3bn

€175.3
bn

“Some modest
improvements
aside, conditions
remain difficult”

€70bn

YTD 2018 FIXED INCOME FLOWS

Marlène Hassine Konqui,
Head of ETF Research

€8.8
bn

(€13bn)

€21.8bn

YTD 2018 EURO BOND FLOWS

(€7.7)
bn

(€10.7bn)

€3.0bn

The active managers

Performance vs. benchmarks

Despite some improvement in sovereign and credit conditions, alpha has still
been hard to find...
Miss

Hit

COUNTRY/AREA
YTD I OVER 10 YEARS

WORLD
30% I 38%
US IG
38% I 50%

EMERGING
10% I 11%
EURO GOV
28% I 19%

US HY
23% I 50%

EURO IG
18% I 33%

...and despite their impressive Q3 rebound, European bond managers continue
to disappoint YTD.
Q3 2018

YTD

2017

Euro Govies

5 year

Euro Corporate

95%
28%
20%
68%
19%

Euro Inflation Linked

10 year

US Corporate

53%
44%
6%
67%
82%

Hit: when YTD results are >50% or >10yr figure
Miss: when YTD results are <33% or <10yr figure

60%
18%
52%
40%
33%

72%
38%
57%
70%
50%

Euro High Yield

US High Yield

26%
28%
16%
16%
6%

13%
23%
56%
86%
50%

The costs

How active & passive compare

0.40%

Active
ETF

0.25%

The typical active fixed income fund is
c.2x more expensive than the typical
ETF – why pay more for less?

Why Lyxor for fixed income?

25+
routes

Lowest cost

to European &
US bond markets

UK & US government
bond exposures
starting from

Unique

Accomplished

One of a kind euro
bond indices

Among the best-performing &
most liquid US Treasuries ETFs
on the market

Source: Lyxor International Asset Management. Europe-domiciled funds - data from Lyxor ETF, Morningstar, as of 30/09/2018 unless otherwise
indicated. Statements refer to European ETF market. 0.07% TER correct as at 12/11/2018. Unique euro bond indices refers to Lyxor’s FTSE MTS
Highest Rated Macro Weighted European Bond ETFs. Past performance is no guide to future returns.

*Source: Source: Morningstar & Bloomberg, data from
30/09/2008 to 28/09/2018. 50% and 33% represent the best
and worst results after we divided the universe we cover into
3 sub-groups. Between those limits, “hits” and “misses” are
set comparing the current period’s result vs. the long-term
averages. Past performance is no guide to future returns.

Conflicts of interest
This research contains the views, opinions and
recommendations of Lyxor International Asset Management
(“LIAM”) Cross Asset and ETF research analysts and/or
strategists. To the extent that this research contains trade
ideas based on macro views of economic market conditions
or relative value, it may differ from the fundamental Cross Asset
and ETF Research opinions and recommendations contained
in Cross Asset and ETF Research sector or company research
reports and from the views and opinions of other departments
of LIAM and its affiliates. Lyxor Cross Asset and ETF research
analysts and/or strategists routinely consult with LIAM sales
and portfolio management personnel regarding market

Knowing your risk
It is important for potential investors to evaluate the general
risks described below and in the fund prospectus on our
website www.lyxoretf.com
Capital at risk
ETFs are tracking instruments: Their risk profile is similar
to a direct investment in the Underlying index. Investors’
capital is fully at risk and investors may not get back the
amount originally invested.
Replication risk
The fund objectives might not be reached due to
unexpected events on the underlying markets which
will impact the index calculation and the efficient fund
replication.
Counterparty risk
With synthetic ETFs, investors are exposed to risks
resulting from the use of an OTC swap with Société
Générale. In-line with UCITS guidelines, the exposure to
Société Générale cannot exceed 10% of the total fund
assets. Physically replicated ETFs may have counterparty
risk if they use a securities lending programme.
Concentration risk
Smart Beta ETFs select stocks or bonds for their portfolio
from the original benchmark index. Where selection rules are
extensive, it can lead to a more concentrated portfolio where
risk is spread over fewer stocks than the original benchmark.

Important information
This document has been provided by Lyxor International
Asset Management that is solely responsible for its content.
This document is not to be deemed distribution of
funds in Switzerland according to the Swiss collective
investment schemes act of 23 June 2006 (as amended from
time to time, CISA) or any other applicable Swiss laws or
regulations.
This document is reserved and must be given in Switzerland
exclusively to Qualified Investors as defined by the Swiss
Collective Investment Scheme Act of 23 June 2006 (as
amended from time to time, CISA).
Financial intermediaries (including particularly,
representatives of private banks or independent asset
managers, Intermediaries) are hereby reminded on the strict
regulatory requirements applicable under the CISA to any
distribution of foreign collective investment schemes in
Switzerland. It is each Intermediary’s sole responsibility to
ensure that (i) all these requirements are put in place prior to
any Intermediary distributing any of the Funds presented in
this document and (ii) that otherwise, it does not take any
action that could constitute distribution of collective
investment schemes in Switzerland as defined in article 3
CISA and related regulation.
Any information in this document is given only as of
the date of this document and is not updated as of any date
thereafter.

information including, but not limited to, pricing, spread levels
and trading activity of ETFs tracking equity, fixed income and
commodity indices. Trading desks may trade, or have traded,
as principal on the basis of the research analyst(s) views and
reports. Lyxor has mandatory research policies and procedures
that are reasonably designed to (i) ensure that purported facts
in research reports are based on reliable information and (ii) to
prevent improper selective or tiered dissemination of research
reports. In addition, research analysts receive compensation
based, in part, on the quality and accuracy of their analysis,
client feedback, competitive factors and LIAM’s total revenues
including revenues from management fees and investment
advisory fees and distribution fees.

Underlying risk
The Underlying index of a Lyxor ETF may be complex and
volatile. For example, when investing in commodities, the
Underlying index is calculated with reference to commodity
futures contracts exposing the investor to a liquidity risk
linked to costs such as cost of carry and transportation.
ETFs exposed to Emerging Markets carry a greater risk
of potential loss than investment in Developed Markets
as they are exposed to a wide range of unpredictable
Emerging Market risks.
Currency risk
ETFs may be exposed to currency risk if the ETF is
denominated in a currency different to that of the
Underlying index they are tracking. This means that
exchange rate fluctuations could have a negative or
positive effect on returns.
Liquidity risk
Liquidity is provided by registered market-makers on
the respective stock exchange where the ETF is listed,
including Société Générale. On exchange, liquidity may
be limited as a result of a suspension in the underlying
market represented by the Underlying index tracked by
the ETF; a failure in the systems of one of the relevant
stock exchanges, or other market-maker systems; or an
abnormal trading situation or event.

This document is for information purposes only and does not
constitute an offer, an invitation to make an offer, a
solicitation or recommendation to invest in collective
investment schemes. This document is not a prospectus as
per article 652a or 1156 of the Swiss Code of Obligations, a
listing prospectus according to the listing rules of the SIX
Swiss Exchange or any other trading venue as defined by
the Swiss Financial Market Infrastructure Act of 19 June
2015 (as amended from time to time, FMIA), a simplified
prospectus, a key investor information document or a
prospectus as defined in the CISA.
An investment in collective investment schemes involves
significant risks that are described in each prospectus or
offering memorandum. Each potential investor should read
the entire prospectus or offering memorandum and should
carefully consider the risk warnings and disclosures before
making an investment decision.
Any benchmarks/indices cited in this document are provided
for information purposes only.
This document is not the result of a financial analysis
and therefore is not subject to the “Directive on the
Independence of Financial Research” of the Swiss Bankers
Association.
This document does not contain personalized
recommendations or advice and is not intended to substitute
any professional advice on investments in financial products.

This document is for the exclusive use of investors acting on their own account and categorised either as “eligible
counterparties” or “professional clients” within the meaning of markets in financial instruments directive 2004/39/ce.
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