
Market review
Market volatility persisted in the first quarter, particularly within 
the banking sector. Central banks are balanced on a knife’s edge: 
while elevated inflation implies higher interest rates are needed, 
recent market turmoil suggests rate-sensitive corporates 
are already beginning to feel the effects of tighter financial 
conditions. 

US GDP growth was revised down from 2.7% to 2.6% 
annualized growth rate, and driven by weaker consumer 
spending: more specifically, consumption was revised from an 
annualized growth rate of +1.4% down to +1.0%. What’s more, 
final sales to private domestic purchasers were revised down 
to +0.0% from +0.1% (quarter-over-quarter annualized), its 
slowest increase since 2009.

February's headline and core PCE both came in-line with 
expectations at +0.3% (month-over-month), lower than the 
+0.60% readings in January. Persistent inflation will likely 
underscore the Fed’s resolve to keep interest rates elevated for 
the foreseeable future.     

Performance review
During the first quarter, investors continued to focus on expected 
central bank rate hikes to temper inflation and potential 
economic implications. In mid-March, banking sector concerns 
took center stage driving spreads in many risk-based assets to 
their highest levels for the quarter. Fear contagion began to 
subside heading into the last week of the quarter, and the return 
to more “normal” market conditions provided some relief to risk-
based assets. 

The US Sustainable Fixed Income strategy outperformed the 
Bloomberg US Aggregate Index, gross and net of fees, during 

the quarter. Carry and the impact of credit spreads contributed 
positively to relative returns during the period, while curve 
positioning detracted. By asset class on an ex-duration basis, 
selection within asset-backed securities was the biggest 
contributor to relative returns, followed by an ex-index allocation 
to high yield corporate credit. The largest detractor to relative 
returns came from allocations to and selection within emerging 
markets. Within investment grade corporates, financials 
detracted from relative performance but that was offset by 
contributions from industrials and utilities.

Absolute returns across the sustainability pillars were positive for 
the quarter with issuers in all six categories (Resource Efficiency, 
Sustainable Growth, Health & Wellbeing, Eco Solutions, Climate 
Change, and Inclusion) contributing. Sustainable Leaders, 
which are issuers with the greatest alignment with sustainable 
initiatives, contributed the most relative to Sustainable 
Influencers and Improvers.

Positioning
Our positioning remains broadly overweight risk product, 
and we continue to favor excess carry and spread tightening 
opportunities from select ex-index positioning in securitized 
credit, high yield and emerging markets. In contrast, we continue 
to remain underweight government-related debt and agency 
mortgage-backed securities. In corporate credit, we continue 
to be selectively partial to credits with strong balance sheets. 
We remain overweight securitized credit given attractive 
spread levels, positive fundamental trends for underlying 
assets, and strong structural protections, although we have 
started to reduce some of our commercial mortgage-backed 
securities positioning.  Additionally, we continue to participate 
opportunistically in Green, Social and Sustainability bonds where 
these are available to our investible universe and represent 
attractive relative value.

Outlook
Following significant monetary tightening in 2022, we expect 
the cumulative effect of a higher cost of capital to work its 
way through the economy in 2023, slowing both inflation and 
growth. Therefore, our overarching outlook is that restrictive 
monetary policy should cool inflation but likely at the cost of 
creating a recession. Note, this is more negative than the current 
consensus which calls for a soft landing/growth recession. The 
upshot for our forecast is that washing the deck clean faster 
allows for a larger rebound, illustrated by our ’24 forecast ahead 
of consensus.
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• Market volatility continued in the first quarter, 
particularly within the banking sector.

• Carry and the impact of credit spreads contributed 
to relative returns during the period, while curve 
positioning detracted.

• Positioning remains broadly overweight risk product 
– investment grade corporates remain a core 
holding and we continue to see opportunities in 
structured debt. 

US Sustainable Fixed Income composite performance

As of 3/31/2023 QTD YTD 1 year 3 year Since inception*

Composite - Gross (%) 3.27 3.27 -5.82 -1.78 0.18

Composite - Net (%) 3.20 3.20 -6.09 -2.07 -0.11

Benchmark (%) 2.96 2.96 -4.78 -2.77 0.03
Past performance is not indicative of future results. Returns are presented gross and net of management fees and include the reinvestment of all income. Returns beyond 12 months are 
annualized. For comparison purposes, this composite is measured against the Bloomberg US Aggregate Index. *Inception date: 4/1/2019. Numbers may not add due to rounding.



The following Aegon affiliates are collectively referred to herein as 
Aegon Asset Management: Aegon USA Investment Management, LLC 
(Aegon AM US), Aegon USA Realty Advisors, LLC (Aegon RA), Aegon 
Asset Management UK plc (Aegon AM UK), and Aegon Investment 
Management B.V. (Aegon AM NL). Each of these Aegon Asset 
Management entities is a wholly owned subsidiary of Aegon N.V. 

Past performance is not indicative of future results. The net of 
fees performance is time weighted and includes the reinvestment 
of dividends, interest, and other earnings, and is calculated net of 
model fees and expenses. The gross of fees performance figures do 
not reflect the deduction of investment advisory fees (as described 
in the firm's ADV, Part 2) and other expenses. Cash is included in 
the calculation of performance. The client's return will be reduced 
by the management fees and any other expenses it may incur in the 
management of its investment advisory account. The volatility of the 
performance shown may be materially different from the individual 
performance attained by any specific investor. In addition, client 
holdings may differ significantly from the securities that comprise 
the index. It is not possible to invest directly in an index, which also 
does not take into account trading commissions and costs. In addition, 
the actual investment advisory fees incurred by the client will vary 
according to the asset classes in the account and the size of the 
account.  An individual client's actual returns may differ from the 
results shown for reasons such as the timing of investments and 
withdrawals.

This material is to be used for institutional investors and not for any 
other purpose. This communication is being provided for informational 
purposes in connection with the marketing and advertising of products 
and services. This material contains current opinions of the manager 
and such opinions are subject to change without notice. Aegon AM US 
is under no obligation, expressed or implied, to update the material 
contained herein. This material contains general information only on 
investment matters; it should not be considered a comprehensive 
statement on any matter and should not be relied upon as such. If 
there is any conflict between the enclosed information and Aegon AM 
US’ ADV, the Form ADV controls. The information contained does not 
take into account any investor's investment objectives, particular needs, 
or financial situation. Nothing in this material constitutes investment, 
legal, accounting or tax advice, or a representation that any investment 
or strategy is suitable or appropriate to you. The value of any 
investment may fluctuate. Investors should consult their investment 
professional prior to making an investment decision. Aegon AM US is 
not undertaking to provide impartial investment advice or give advice 
in a fiduciary capacity for purposes of any applicable federal or state 
law or regulation. By receiving this communication, you agree with the 
intended purpose described above.

Strategies described herein are supported in part by investment models 
and/or other analytical tools. These models or tools inform but do not 
dictate investment recommendations. There is no assurance that these 
models or tools will work as intended, produce accurate results, or be 
free from defects, all of which could impact investment performance. 

Models or tools may be discontinued or modified for any reason and 
without notice. 

Diversification does not ensure a profit nor guarantee against loss.

This document contains "forward-looking statements" which are 
based on the firm's beliefs, as well as on a number of assumptions 
concerning future events, based on information currently available. 
These statements involve certain risks, uncertainties and assumptions 
which are difficult to predict. Consequently, such statements cannot be 
guarantees of future performance, and actual outcomes and returns 
may differ materially from statements set forth herein.  

The US dollar is the currency used to express performance. 

Aegon USA Investment Management, LLC (“AUIM”), a wholly owned 
indirect subsidiary of Aegon N.V., is a US-based investment adviser 
registered with the Securities and Exchange Commission (“SEC”) and 
part of Aegon Asset Management, the global investment management 
brand of Aegon Group. AUIM operates under the brand name Aegon 
Asset Management US (“Aegon AM US”) and is a limited liability 
company formed on June 1, 2001 and began managing assets on 
December 1, 2001. The firm definition was revised January 1, 2018 to 
better reflect AUIM's brand name and relationship within the global 
Aegon Asset Management organization. 

Aegon AM US claims compliance with the Global Investment 
Performance Standards (GIPS®). Please contact Aegon AM US at 
aegoninvestments@aegonam.com or 877-234-6862 to obtain a GIPS 
Composite Report for the strategy presented in this advertisement. 
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.
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