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Fixed Income markets are inefficient 

1. Bond trading suffers 
from a significant lack of 
transparency: 

Only bond dealers see bid-
offer spreads and 
transactions. Execution 
levels are rarely seen by 
non-professional 
investors. 

 

2. Fixed Income pricing inefficiencies 
are very difficult to quantify: 

Market participants have a wide array of 
goals and objectives driving valuations 
and reflected in many risk characteristics 
including credit, options, duration and 
convexity. These are highly difficult to 
monitor by most investors on a real-time 
basis across a diversified portfolio.  

 

3. Market inefficiencies 
require a disciplined, 
algorithmic methodology 
to extract excess 
returns: 

Successful methodologies 
require calibration, out-of-
sample testing and 
sensitivity analysis. 

   

1. ICE U.S. Treasury Short Bond TR USD 
2. ICE U.S. Treasury 1-3 Year Bond TR USD 
3. ICE U.S. Treasury 3-7 Year Bond TR USD 
4. ICE U.S. Treasury 10-20 Year Bond TR USD 
5. ICE U.S. Treasury 20+ Year Bond TR USD 
6. Bloomberg Barclays US Agency TR USD 
7. Bloomberg Barclays US TIPS 0-5 Year TR USD 
8. Bloomberg Barclays US Trsy US TIPS TR USD 
9. ICE BofA Merrill Lynch 1-5Y US CorpTR USD 
10. ICE BofA Merrill Lynch 5-10Y Corp TR USD 
11. Markit iBoxx Liquid IG TR USD 
12. ICE BofA Merrill Lynch 10+Y Corp TR USD 

 

13. Bloomberg Barclays US HY 350mn CP 0-5 2% TR USD 
14. Markit iBoxx Liquid High Yield TR USD 
15. S&P/LSTA U.S. Leveraged Loan 100 TR USD 
16. Bloomberg Barclays US MBS TR USD 
17. Bloomberg Barclays CMBS ERISA Eligible TR USD 
18. Bloomberg Barclays 1-3 Year Global Treasury ex-US Capped Index 
19. JPM EMBI Global Core TR USD 
20. Bloomberg Barclays Muni Managed Mny Short TR USD 
21. Bloomberg Barclays AMT-Free Interm Cont Mun TR USD 
22. Bloomberg Barclays Municipal Custom High Yield Composite Index 
23. FTSE Nareit All Mortgage Capped TR USD 
 
 
 

Index Construction 
FolioBeyond utilizes an advanced Factor-based algorithm to optimize portfolio allocations based on forward-
looking value, momentum, correlations, volatility, and stress-testing across 23 sub-sector indices in the Fixed 
Income market. 
 

About the Strategy 

Investment Philosophy 

FolioBeyond employs a disciplined approach 
utilizing sophisticated algorithms to create 
optimal portfolios for Fixed Income and core 
Equity strategies, as well as more tactical 
Equity and customized Fixed Income portfolio 
allocations. We emphasize a comprehensive 
Factor-based optimization model for Fixed 
Income and Factor-based and Volatility-
weighted methodologies for Equities. 

Investment Objective 

Strategy serves as a Core-Plus, Multisector or 
Nontraditional Fixed Income allocation. 

Key Advantages 

P Global Diversification 

Practices broad asset selection as a fundamental 
investment principle to capture what global 
markets offer in potential return while smoothing 
the volatility in performance. 

P Risk Management 

Limits absolute exposure to any one sector in 
addition to correlation effects across all sectors. 

P Volatility Constrained 

Anchors the volatility of the selected portfolio to 
the historical volatility of the broad investment 
grade market benchmark, the Bloomberg Barclays 
US Aggregate Bond Index. 
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Optimized Fixed Income Strategy vs Market Benchmarks 

Annualized Returns (through 8/31/20)¹ 

 
 
 
 
 
 
 
 
 
 
 
Contact us 

James Viceconte   Yung Lim 
Chief Marketing Officer   Chief Executive Officer 
Co-Chief Investment Officer  Co-Chief Investment Officer  
jviceconte@foliobeyond.com  ylim@foliobeyond.com 
(W) 212-299-5526   (W) 212-397-7539 
(C) 203-249-6661   (C) 917-892-9075 
 
 

STRATEGY August YTD 1Yr 3Yr 5Yr 10Yr 

FolioBeyond Optimized Fixed Income Strategy² -0.17% 0.11% 4.08% 4.69% 5.19% 4.35% 

Standard Deviation (Monthly) - - 6.21% 4.42% 4.05% 4.19% 

Sharpe Ratio - - 0.58 0.77 1.06 0.97 

Morningstar Category: US Fund Multisector Bond  0.72% 1.07% 2.67% 3.28% 4.21% 4.48% 

Standard Deviation (Monthly) - - 11.80% 7.53% 6.12% 5.18% 

Sharpe Ratio - - 0.32 0.32 0.55 0.78 

FolioBeyond Strategy Percentile Ranking 91 72 46 23 19 64 

US Fund Multisector Bond Category Universe 317 317 313 298 271 176 

Bloomberg Barclays US Aggregate TR -0.81% 6.85% 6.47% 5.09% 4.33% 3.65% 

Standard Deviation (Monthly) - - 3.46% 3.40% 3.15% 2.96% 

Sharpe Ratio - - 1.56 1.01 1.00 1.03 

Source for Bloomberg Barclays US Aggregate TR and US Fund Multisector Bond Category data: Morningstar  

¹ FolioBeyond Optimized Fixed Income Strategy returns are net of underlying ETF fees and 30 bp assumed management fee. Returns 
are monthly based on back-tested simulation results. Back-tested performance does not represent actual performance and should not 
be interpreted as an indication of such performance. Actual performance for client accounts may be materially lower than that of the 
index portfolios. Back-tested performance results have certain inherent limitations. Such results do not represent the impact that material 
economic and market factors might have on an investment adviser’s decision-making process if the adviser were actually managing 
client money. Back-tested performance also differs from actual performance because it is achieved through the retroactive application 
of model portfolios (in this case, FolioBeyond’s ETF portfolios) designed with the benefit of hindsight. As a result, the models theoretically 
may be changed from time to time and the effect on performance results could be either favorable or unfavorable. 
² Strategy is available in ETF form (Ticker: FWDB), index form (S-Network FolioBeyond Optimized Fixed Income Index - SNFBFI), and 
for Separately Managed Account environments. FWDB and SNFBI incur additional fees. 

LinkedIn: 
Linkedin.com/company/FolioBeyond 
Twitter: 
Twitter.com/FolioBeyond 
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  Important Disclaimers 

  
1. Material in this document is intended for professional and institutional investors.  
2. FolioBeyond, LLC (FolioBeyond) is an SEC registered investment adviser. Information pertaining to FolioBeyond’s advisory 
operations, services, and fees is set forth in FolioBeyond’s current Form ADV Part 2 (Brochure), a copy of which is available upon request 
and at www.adviserinfo.sec.gov. The performance information presented in certain charts or tables represent back-tested performance 
based on combined simulated index and ETF data for the dates indicated, using the FolioBeyond’s automated fixed income strategy and 
rebalancing the index and ETF weightings. Back-tested performance is hypothetical (it does not reflect trading in actual accounts) and is 
provided for informational purposes only to indicate historical performance had the indices been available over the relevant time period. 
FolioBeyond did not offer referenced portfolios until January 1, 2019. Prior to January 1, 2019, FolioBeyond managed client assets using 
strategies with risk profiles that were different from what’s shown. FolioBeyond’s investment strategies are based on proprietary models 
and algorithms that are designed to capture alpha generating opportunities in the fixed income and equity markets. FolioBeyond utilized 
Exchange Traded Funds (“ETFs”) in constructing client portfolios that are designed to provide substantial global diversification in order 
to reduce investment concentration and the resulting potential increased risk caused by the volatility of individual companies, indexes, 
or asset classes.  
3. The ETFs used in FolioBeyond’s portfolios are FolioBeyond’s best estimate of an ETF that will come closest to the index data included 
in the simulated performance. FolioBeyond’s back-tested performance data is based on a starting value of October 1, 2009.  
4. Back-tested performance does not represent actual performance and should not be interpreted as an indication of such 
performance. Actual performance for client accounts may be materially lower than that of the back-tested portfolios. Back-
tested performance results have certain inherent limitations. Such results do not represent the impact that material economic and 
market factors might have on the execution of model-based portfolio strategies. Back-tested performance also differs from actual 
performance because it is achieved through the retroactive application of model portfolios (in this case, FolioBeyond’s ETF portfolios) 
designed with some benefit of hindsight. As a result, the models theoretically may be changed from time to time and the effect on 
performance results could be either favorable or unfavorable.  
5. Back-tested performance results assume the reinvestment of dividends and capital gains and rebalancing, as required based on a 
15% risk deviation threshold on fixed income model. It is important to understand that the assumption of rebalancing has an impact on 
the monthly returns reported for the FolioBeyond ETF portfolios. Actual monthly and year-to-date returns will differ from the back-
tested returns due to the cost impact of rebalancing transactions on the overall portfolio. Back-tested risk and return data can be a 
combination of live (or actual) ETF results and simulated results. All returns data reflect net returns applying a deduction of 30 basis 
points of investment advisory fees. Tax liability is not deducted from performance results. Performance results reflect estimated 
transaction fees (e.g., commissions, platform access fees and ETF bid-offer spreads) but there is no assurance that these 
assumptions are accurate and represent actual transaction costs that would have been incurred by investors in live accounts. 
6. Performance results for clients that invested in accordance with the FolioBeyond Model Portfolios will vary from the back-
tested performance due to market conditions and other factors, including investment cash flows, allocations, frequency and precision 
of rebalancing, tax-management strategies, cash balances, advisory fees, varying custodian fees, and/or the timing of fee deductions. As 
the result of these and potentially other variances, actual performance for client accounts may differ materially from (and may be lower 
than) that of the back-tested portfolio(s). Clients should consult their account statements for information about how their actual 
performance compares to that of the index portfolios.  
7. As with any investment strategy, there is potential for profit as well as the possibility of loss. FolioBeyond does not guarantee any 
minimum level of investment performance or the success of any portfolio or investment strategy. All investments involve risk and 
investment recommendations will not always be profitable.  
8. Past performance does not guarantee future results.  
9. DISCLAIMER: THERE ARE NO WARRANTIES, EXPRESSED OR IMPLIED, AS TO ACCURACY, COMPLETENESS, OR RESULTS OBTAINED 
FROM ANY INFORMATION PROVIDED HEREIN OR ON THE MATERIAL PROVIDED. This document does not constitute a complete 
description of our investment services and is for informational purposes only. It is in no way a solicitation or an offer to sell securities or 
investment advisory services. Any statements regarding market or other financial information is obtained from sources which we and 
our suppliers believe to be reliable, but we do not warrant or guarantee the timeliness or accuracy of this information. Neither our 
information providers nor we shall be liable for any errors or inaccuracies, regardless of cause, or the lack of timeliness of, or for any 
delay or interruption in the transmission thereof to the user. All investments involve risk, including foreign currency exchange rates, 
political risks, market risk, different methods of accounting and financial reporting, and foreign taxes. Your use of these 
materials, including information from the FolioBeyond website, is your acknowledgement that you have read and understood the full 
disclaimer as stated above.  


