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Cash flow-driven investing (CDI) is just as the name would suggest, an investment approach focused on 
delivering a consistent, reliable stream of income to meet the obligations of an organization. CDI is growing 
in popularity and is most commonly presented as an investment solution for corporate defined-benefit 
plans that must make regular benefit payments. But corporate defined-benefit plans do not stand alone 
in this challenge. Public, multi-employer and healthcare plans, as well as foundations and endowments 
have regular cash flow requirements. The same can be said for insurance companies. Although each 
organization’s cash payments may serve a different purpose, the need is the same: a programmatic and 
systematic approach to meet current and future liabilities. 

C stands for customized

Cash flow-driven investing is an option for a wide variety of investor types because it is highly customized. No two organizations 
look the same; therefore, no two CDI portfolios should be identical. Each CDI portfolio can be tailored to an organization’s specific 
circumstances, taking into consideration cash-flow predictability, expected contributions, risk tolerance, liquidity needs, tax 
considerations and the overall objective of the portfolio. Each of these factors contributes to the development of a customized 
investment solution (Exhibit 1). 

Exhibit 1: Components of a CDI solution 

Moving beyond a corporate 
defined-benefit solution 

CASH FLOW-DRIVEN INVESTING

Asset mix: Cash flows, comprised of principal and income, are typically generated by investing in 
a combination of investment grade-rated corporate bonds, high-quality structured finance, short-
duration high yield corporates and emerging market (EM) debt. Additional yield can be sought 
through higher allocations to asset classes with a higher risk/return profile such as to high yield 
corporates and EM debt, bank loans and even distressed debt.

Curve positioning: Where traditional liability-driven investment strategies focus on investing 
further out on the yield curve to match long liabilities, a CDI portfolio focuses on investing on 
the front end of the yield curve where credit risk may be more appealing. Research analysts 
often have more transparency into the short-term viability of a potential investment and 
therefore, have stronger conviction in their credit recommendations.

Time horizon: A CDI portfolio can be constructed for a preset time horizon or it can be 
rolled forward as contributions are added on a periodic basis. Annual contributions 
create additional flexibility in portfolio construction and offer an opportunity to buy 
further out on the yield curve, which potentially translates to higher yields, spreads 
and total returns.  
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Different cash flow needs require tailored cash flow solutions

Public and multi-employer defined benefit plans

Scenario: Asset allocations vary significantly among defined-benefit plans based 
on their respective funded status. Because a majority of these plans are still heavily 
invested in equities and alternatives, the fixed income allocation is a potential source 
of diversification and is often invested in a Barclay’s Aggregate-like core bond 
portfolio.

Why Now? We see many defined benefit plans are already cash-flow negative or 
heading there soon. This phenomenon forces investment committees, advisors and 
consultants to spend a significant amount of time finding creative ways to make 
benefit payments. Often, plans are forced to sell assets to make payments. This could 
be an inefficient use of resources and an ineffective way to make investment decisions. 
For example, selling equities during a turbulent market period or following a major 
correction may not be a prudent approach.

Solution: Implementing a programmatic and systematic approach to managing short-
term obligations equips investment committees with a solution designed to prevent 
the need to sell assets to satisfy cash-raising responsibilities. Using a CDI portfolio 
promotes the goal of funding obligations with a predefined set of asset flows. As 
shown in Exhibit 2, a CDI portfolio can provide similar diversification to a Bloomberg 
Aggregate portfolio but can be positioned with the goal of generating higher yields. 
For plans or trusts with an asset allocation that favors equity risk, having a CDI 
portfolio may help to hedge the portfolio during a market downturn.

Endowments and foundations

Scenario: Endowments and foundations, similar to pension plans, have a need to 
invest for the short and long term. The asset allocation mix is typically a blend of 
return-seeking growth assets and diversified, preservation-oriented assets with the 
goal of supporting today’s expenses and tomorrow’s growth.

Why Now? Endowments and foundations rely heavily on fundraising to remain 
sustainable, which can be unpredictable. If current year fundraising is needed to meet 
the current year’s spending budget and goals are not met, organizations could be 
forced to liquidate assets and are left with no new money to invest for future growth. 
The likelihood of a fundraising shortfall is increased during economic slowdowns, 
when asset prices are also more likely to be depressed.

Solution: A CDI portfolio can be designed with the goal of creating a cash-flow stream 
to account for a portion or all of a fund’s annual budget needs. Using a strategy that 
doesn’t rely on current year fundraising to meet the projected cash flows, relieves 
some of the pressure for fundraising. This also gives the investment committee 
freedom to use the annual fundraising as they best see fit—whether that is in new 
long-term investments or further investment in their CDI portfolio. Either way, with 
short-term concerns planned for, it allows for a more dynamic and flexible approach to 
the remaining asset allocation of the fund.

About us

We are active global investors. In 
a complex world we think and act 
across traditional boundaries. We 
organize our teams globally by 
asset class, to bring the breadth 
and depth of our investment and 
research capabilities together for 
clients across the world. We call 
it investing beyond borders.
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Exhibit 2: Diversification of a CDI, CDI Plus and Core Aggregate 
portfolio

CDI hypothetical portfolio

CDI Plus hypothetical portfolio*

Bloomberg US Aggregate Index

Past performance is not indicative of future results. Sources: Bloomberg, Credit Suisse and Aegon AM US as of 
December 31, 2023.  *Enhanced version of a CDI portfolio through allocations to asset classes with a higher risk/
return profile. Hypothetical examples for illustrative purposes only. Individual accounts may vary based on restrictions, 
substitutions, cash flows and other factors. Yield to worst should not be interpreted as performance. As such, the 
hypothetical examples shown do not reflect the deduction of investment management fees and other expenses. It 
should not be assumed that a client’s portfolio will mirror the characteristics shown or any of the holdings listed were 
or will be profitable. As with any investment strategy, there is potential for profit as well as the possibility of loss. There 
is no assurance that the intended benefits stated above will be achieved. Refer to disclosures for important information 
regarding the estimated yield-to-worst calculations.

Explore your options with 
a trusted service provider

Aegon Asset Management 
specializes in multi-sector, fixed 
income investing, an expertise 
built over decades of working 
closely with insurance company 
clients. Having evolved from 
the customized benchmarking 
and asset-liability management 
approach used by life 
insurance companies, we have 
adapted skills and developed 
infrastructure to help match 
asset cash flows with anticipated 
liabilities. Our highly customized 
approach to finding relative 
value at each part of the yield 
curve is born from the strategy 
life insurance companies utilize 
to match their highly complex, 
unique liability streams. 

We combine the full complement 
of our deep, fundamental, 
bottom-up research culture, 
our global top-down house 
view process, and our risk 
management systems, to provide 
customized solutions for all 
types of clients.

Although the investment 
approach is consistently applied, 
the collaboration between 
clients, advisors, actuaries, 
investment consultants and 
investment professionals is 
essential to developing and 
implementing a customized 
investment solution that meets 
the unique needs of each 
investor.

Estimated
yield to worst

5.29%

IG Corporates 70%

CMBS 6%

ABS 9%

Emerging Markets 6%

HY Corporates 5%

Non-agency RMBS 4%

Estimated
yield to worst

6.60%

IG Corporates 40%

HY Corporates 16%

Credit Opportunities 8%

Emerging Markets 11%

Bank Loans 7%

CMBS 5%

ABS 9%

Non-agency RMBS 4%

Government 45%

RMBS 27%

IG Corporates 25%

CMBS 2%

Emerging Markets 1%

Other 0%

Yield-to-worst
4.51%
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Disclosure 

Unless otherwise noted, the information in this document has 
been derived from sources believed to be accurate at the time 
of publication. 

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 Ltd. 

Aegon Asset Management entities deliver services to, and 
share resources with, one another pursuant to applicable 
law as well as both global and local, policies, monitoring, 
and supervision. Personnel employed by a foreign Aegon Asset 
Management entity engaged in activity for, or through, a local 
Aegon Asset Management entity are subject to that local 
entity's applicable requirements and oversight. This may 
include the use of delegation arrangements and/or a 
participating affiliate arrangement (as this term is used by the 
U.S. Securities and Exchange Commission (SEC).

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 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. 

Specific sectors mentioned do not represent all sectors in 
which Aegon AM US seeks investments. It should not be 
assumed that investments of securities in these sectors were 
or will be profitable.

Diversification does not ensure a profit nor guarantee against 
loss. 

The hypothetical portfolio shown is based on Aegon AM US’ 
investment process and assessment of the market and reflects 
a portfolio of securities similar to one which the team would 
construct today if they were awarded a mandate of similar 
market value to the portfolio shown.  The portfolio is based on 
sample guidelines and the credits selected are reflective of 
similarly managed portfolios, but do not reflect an actual 
portfolio currently being managed by Aegon AM US.

Portfolio holdings and other characteristics in individual 
accounts may vary depending on a variety of things, including 
but not limited to, account size, cash flows, account 
restrictions, and other client-specific factors. Holdings selected 
may positively or negatively affect performance. Portfolio 
holdings are subject to change daily. The hypothetical portfolio 
has been provided for purposes of comparison and as an 
example of a potential allocation. It should not be assumed 
that a client’s portfolio will mirror the characteristics of the 
example shown. The hypothetical portfolio characteristics 
shown are not taken from a representative account, although 
Aegon AM US manages accounts in similar strategies. The 
specific characteristics provided may not represent the entire 
universe in which Aegon AM US seeks investments. 

Hypothetical examples are for illustrative purposes only. 
Hypothetical or simulated examples have several inherent 
limitations and are generally prepared with the benefit of 
hindsight. There are frequently sharp differences between 
simulated results and actual results. In addition, there are 
numerous factors related to the markets in general or the 
implementation of any specific investment strategy which 
cannot be fully accounted for in the preparation of simulated 
results, yet all of which can adversely affect actual results. No 
guarantee is being made that results shown will be achieved. 

The holdings and asset classes listed should not be construed 
as investment advice or recommendations to buy or sell a 

aegonam.com
linkedin.com/company/aegonam
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particular security or invest in a particular asset class. The 
information presented is for hypothetical accounts and is for 
illustrative purposes only. Holdings may vary depending on a 
variety of things, including, but not limited to, the size of an 
account, cash flows within an account, and restrictions on an 
account. Holdings selected may positively or negatively affect 
performance. Portfolio holdings are subject to change daily. 
The portfolio examples have been provided for purposes of 
comparison and as examples of potential allocations. It should 
not be assumed that securities purchased for any portfolio 
were or will be profitable or that the securities listed were 
profitable. It should not be assumed that a client’s portfolio 
will mirror the characteristics of the examples shown.

The estimated yield calculations shown for the CDI and CDI 
plus hypothetical fixed income allocations were calculated 
using the following market indices as proxies for asset class 
allocations. All yields used in the calculations are as of quarter 
end. The yields for each asset class were weighted by the 
allocation weighting to calculate an estimated yield for each 
investment strategy. Yields for the ABS and non-agency RMBS 
allocations have been supplemented with an additional spread 
component to better reflect potential portfolio holdings.  
Spreads used to supplement the ABS and non-agency RMBS 
yields reflect spreads from the ABS and non-agency RMBS 
sleeves of the Core Aggregate Fixed Income and Core Plus 
Fixed Income composites.

IG Corporates: Bloomberg US Intermediate Credit Index

Emerging Markets: Bloomberg Emerging Markets USD 
Aggregate 3-5 Year Index

CMBS: Bloomberg CMBS 1-3.5 Year IG Index

ABS: Bloomberg ABS Index

HY Corporates: Bloomberg US High Yield Ba/B 1-5 Year Index

Non-agency RMBS: Bloomberg US Treasury 1-3 Year Index

Credit Opportunities: Bloomberg US High Yield CCC Only Index

Bank Loans: Credit Suisse Leveraged Loan Index 

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. 

There is no guarantee these investments or portfolio 
strategies will work under all market conditions or are suitable 
for all investors and each investor should evaluate their 
ability to invest over the long-term, especially during periods 
of increased market volatility. Results for certain charts and 
graphs are included for illustrative purposes only and should 
not be relied upon to assist or inform the making of any 
investment decisions. 

Aegon Asset Management US is a US-based SEC registered 
investment adviser. Aegon Asset Management US is part 
of Aegon Asset Management, the global investment 
management brand of the Aegon Group.

Aegon AM US claims compliance with the Global Investment 
Performance Standards (GIPS®). Please contact us at 
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.

Nothing in these materials should be (i) construed as 
investment advice or subject to a fiduciary duty, (ii) be 
considered individualized investment advice based on the 
particular needs of a client or (iii) serve as a primary basis for 
investment decisions. Aegon USA Investment Management, 
LLC, Transamerica Retirement Solutions, LLC, Transamerica 
Retirement Advisors, LLC, and Transamerica Investors 
Securities Corporation and Transamerica Trust Company are all 
affiliated with each other and under common control.  

©2024 Aegon Asset Management or its affiliates. All rights 
reserved.
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