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Since 2011, due to the very accommodative monetary policy of Central Banks around the world, 
investors have been facing low interest rates, particularly in Europe.

In this context, investors may want to consider short term strategies, if they believe that:

• �2018, will be a year of transition in the financial markets, before entering a new investment cycle 
and the possibility of re-building of risky assets premiums, or

• Central Banks will accelerate the normalization of their monetary policies, due to higher inflation
expectations.

In other words, even if the path and timing remains ambiguous, we could face some spikes in 
volatility in 2018. In that scenario the question should not be what was a portfolio’s investment 
record, but rather how will performance be achieved now, in this new cycle? 

In the case where the world doesn’t change in 2018, investors will continue to have to live with 
low interest rates and will want to find alternatives to very low money market rates (EONIA index 
stands at -0.35% as of end of May 2018).

Short-term strategies 
could make the difference

in a context of 
interest rates uncertainties
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SHORT TERM STRATEGIES 
RELEVANT NOW FLOATING RATE NOTE SHORT TERM CREDIT ABSOLUTE RETURN

EURO ABS IG

ULTRA SHORT TERM CREDIT

EURO SHORT TERM CREDIT

SHORT TERM GLOBAL HIGH INCOME

EURO BONDS OPPORTUNITIES

CREDIT OPPORTUNITIES

The strategies presented above are subject to capital loss. 

Over the past years, short duration strategies 
have elicited growing investor interest. On one 
hand, the extremely low level of money market 
rates has incited corporate treasurers to consider 
extending their investment horizons so as to 
access incremental yield. On the other hand, 
longer term investors must also contend with the 
fact that rates have reached historically low levels 
and should be expected to rise at some point. For 
such portfolios reducing the average maturity of 
investments is one way to try to protect capital.

Thus, investors willing to accept some principal 
fluctuation in exchange for yields that significantly 
outpace money market investments, with far 
lower volatility than long term bonds, might 
consider reducing their portfolio’s maturity 
structure to minimize interest rate risk, over a 
two-year horizon.

We offer short term strategies to meet the needs 
for lower modified duration and a lower historical 
volatility. We classify these into three categories: 
Floating Rate Notes, Short-Term Credit Strategies, 
Absolute Return Strategies.

■ �Floating Rate Notes strategies to significantly 
reduce modified duration
This is not a linear relationship; the lower the 
duration, the greater the decline in sensitivity 
to interest rates.
Here we deal with a modified duration close to 
zero in order to minimize interest rate risk.

■ �Short Duration Credit strategies to reduce 
volatility

�Next to reducing interest-rate sensitivity, short 
term credit strategies are also appealing for 
their partial buffer against rising rates, as well 
as against steepening yield curves. Duration or 
sensitivity to interest rate change, is naturally 
lower for shorter maturities and higher 
coupons. Short maturities can offer a measure 
of principal preservation thanks to the pull to 
par effect and thanks to the spread embedded 
in the yield to maturity, which acts as a cushion 
helping to absorb volatility effects

■ �Absolute Return Strategies to search for the 
most attractive instruments 
in changing markets.
�This can be important in an environment 
where market declines, ‘air pockets’, and 
capital losses are increasingly frequent. For 
example, an absolute-return approach can 
apply flexibility in duration management; 
rather than managing, for example, against a 
short-duration government index.



SHORT-TERM INVESTMENT STRATEGIES - OSTRUM ASSET MANAGEMENT 3

1  The Euro ABS IG strategy holds an AA average credit rating as of 27.04.2018.
2  These forecasts are not a reliable indicator of future performance

1. FLOATING RATE NOTES:

Euro ABS IG: A floating rate strategy with a high 
average rating1

The investor benefits from returns offered by senior 
tranches of European securitizations, backed by 
diversified assets (a.o. auto and consumer loans 
and residential mortgage backed securities) of 
high quality: the portfolio has an average rating of 
“AA” as of 27/04/2018. Due to the fact that these 
tranches are floating rates, the modified duration 
of the strategy is close to zero. We do think 
that the ABS asset class will continue to attract 
investors in 2018 thanks to its low rate sensitivity, 
its attractive valuation at similar rating and the 
new regulatory framework with the new label 
“STS” for Simple Transparent and Standardized. 
For 2018, Ostrum Asset Management anticipates 
a gross performance between 0.10% and 0.30%. 
The annualized volatility at three years is low at 
0.49%2 as of the end of April 2018 (gross of fees).

Main risks: Capital, Credit, Specific risks 
associated with investment in securities issued by 
securitisation vehicles.

2. SHORT TERM CREDIT STRATEGIES:

Ultra Short Term Credit:  A strategy with 
guidelines close to money market funds

The guidelines of the ultra-short-term credit strategy 
reflect those of European money market funds 
both in terms of Weighted Average Life (“WAL”) 
and Weighted Average Maturity (“WAM”). Like for 
European money market funds, no single investment 
may have a residual final maturity of more than 
two years. The main difference with money market 

funds is that the ultra-short-term credit strategy 
allows investing in both high yield and non-rated 
bonds for up to 70% of net assets in total in order to 
enhance returns. Portfolio construction is based on 
a rigorous security selection. It aims to identify the 
best investment opportunities maintaining a goal of 
capital conservation. 
For 2018, Ostrum Asset Management, forecasts 
a gross performance between 0.10% and 0.20%2.  
The annualized volatility at three years is low at 
0.40% as of the end of April 2018 (gross of fees).

Main risks: Capital, Credit, Below investment 
grade securities, Overexposure, Emerging Market, 
Securitization instruments.

Euro Short Term Credit: A short-term credit 
bond strategy with a return above of the money 
market funds.

The strategy, with its core plus process invests in 
short investment grade credit bonds and benefits 
from an additional return with an exposure up to 
15% on European High-Yield bonds and/or up to 
15% on securitization instruments. The average 
rating of the portfolio is still “BBB” but with 
a higher yield to maturity than its benchmark 
with an average modified duration very close to 
2 (as of end of April 2018). The driving force of 
performance comes from the issuer/issue selection. 
For 2018, we forecast the continuing of the CSPP 
which will maintain the spread compression. 
For 2018, Ostrum Asset Management plans a 
gross performance between 0.50% and 1.00%1. 
The annualized volatility at three years is at 1.01% 
as of the end of April 2018 (gross of fees).

Main risks: Capital, Credit, Below investment grade 
securities, Leverage, Securitization instruments.
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Short Term Global High Income, a strategy to 
benefit from the carry and the diversification on 
short term high yield bonds.

This strategy invests in short-term high yield 
bonds from both sides of the Atlantic with 
contained volatility. The portfolio’s average 
modified duration is below 2 years. The short-
term high yield market will still be attractive in 
2018 in the two areas thanks to investors yield 
search, good credit fundamentals and low default 
rate forecasts in the US and in Europe. For 2018, 
Ostrum Asset Management anticipates a gross 
performance between 1.5% and 2%1 in EUR. The 
annualized volatility at three years is at 2.22%, as 
of the end of April 2018 (gross of fees).

Main risks: Capital, Credit, Below investment 
grade securities.

3. ABSOLUTE RETURN STRATEGIES:

Euro Bond Opportunities 12M: A flexible 
approach which adapts to changing market 
conditions.

The Euro Bonds Opportunities 12M strategy uses 
two active strategies, a carry strategy and a dynamic 
duration management. Flexible allocation between 
carry and duration strategies targets enhanced 
return while minimizing the risk of capital loss or 
drawdown.
The strategy seeks to make the most of all fixed income 
market configurations over a 12-month investment 
horizon while aiming to minimize downside risk. 
The active security selection aims to deliver the 
highest available yield in the market through Euro 
sovereign debt selection, covered bonds and bank 
bills with the ability to manage the duration from 
0 to 4 years. For 2018, Ostrum Asset Management 

anticipates a gross performance of Eonia +110 bps1. 
The annualized volatility at three years is around 
0.74%, as of the end of April 2018 (gross of fees). 

Main risks: Capital, Debt securities, Interest rates, 
Leverage.

Credit Opportunities: A pure credit absolute 
return strategy that seeks to benefit from positive 
credit trends and aims to deliver attractive and 
durable performance through market cycles.

In a context of low returns and low credit spreads 
with a non-negligible probability of more volatile 
markets, the credit opportunity strategy has the 
freedom to go beyond traditional benchmarks with 
a limited budget of risk. 
The Credit Opportunities strategy is a pure credit 
absolute return strategy that seeks to benefit from 
positive credit trends, while remaining flexible 
enough to withstand volatility and try to deliver 
attractive and durable performance through market 
cycles.
To that end, the portfolio holds an exposure to 
credit market on Investment Grade and High 
Yield with an ability to stay between -2% and +2%  
in modified duration and, an overlay of global 
flexible strategies such as long/ short or directional 
strategies.
The portfolio management team uses an active, 
discretiona²ry and disciplined management 
process designed to seek durable alpha generation 
while putting risk first.
The gross performance targeted for 2018 is around 
EONIA +3.5%1 within a limited risk budget (targeted 
VaR 99%, 20 days at 2.5%)

Main risks: Capital, Credit, Interest rates, Leverage, 
Securitisation, Below investment grade securities.

1 These forecasts are not a reliable indicator of future performance
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Short Term Strategies in a nutshell:

* This data should not be interpreted as having any contractual value. It is produced for information purpose only. There can be no assurance that developments will transpire as may be 
forecasted in material. Natixis Asset Management will not be held responsible for any decision taken on the basis of this information. These forecasts are not a reliable indicator of future 
performance.’anticipés. Ostrum Asset Management ne saurait être tenue responsable des décisions prises sur la base de ces informations. Ces prévisions ne constituent pas un indicateur fiable 
des performances futures
**The risk-return indicator is presented on a scale ranging from 1 to 7. The numbers correspond to increasing levels of risk and return, allowing for a better understanding of a mutual fund’s 
performance potential in comparison to its associated risk. The general method for calculating this regulatory indicator is based on the fund’s historical annualised volatility, which is calculated 
using weekly returns over a 5-year period. This indicator is periodically reviewed and may change. the indicator is the one applicable at the time of writing of the document.
***Data as of 27/04/2018 (average duration and AuM).

Source : Ostrum Asset Management on 30 April 2018

Written on May 2018
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duration*** AuM (M)*** Base cur. Inception

date

Euro ABS IG 0.10% - 0.30% 1 year 1/7 0 - 0.25 0.13 902 EUR 15/04/2005

Sh
o

rt
 T

er
m

 C
re

d
it

Strategy

Expected 
gross 

performance 
for 2018*

Recommended 
investment horizon

Risk and 
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Average 
duration*** AuM (M)*** Base cur. Inception

date

Ultra Short Term 
Credit 0.10% - 0.30% 2 years 2/7 0 - 0.5 0.35 872 EUR 01/03/2013

Euro Short Term 
Credit 0.50% - 1.00% 2 years 2/7 0 - 5 2.0 1.382 EUR 30/09/2011

Short Term Global 
High Income

1.5% - 2%  
(en EUR) 3 years 3/7 2 years max 1.8 93 USD 25/10/2011
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Risk and 
reward
profile 
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Duration 
(guidelines)

Average 
duration*** AuM (M)*** Base cur. Inception

date

Euro Bonds 
Opportunities 12M Eonia + 1.10% 1 year 2/7 0 - 4 1.4 197 EUR 01/09/2009

Credit 
Opportunities Eonia + 3.50% 2 years 4/7 - 2 - + 2 0.35 65 EUR 15/04/2012
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Legal information

Intended for professional clients only in accordance with MIF Directive.
It may not be used for any purpose other than that for which it was intended and may not be reproduced, disseminated or disclosed 
to third parties, whether in part or in whole, without prior written consent from Ostrum Asset Management. No information contained 
in this document may be interpreted as being contractual in any way. This document has been produced purely for informational 
purposes. The analyses and opinions referenced herein represent the subjective views of the author(s) as referenced, are as of the 
date shown and are subject to change without prior notice. There can be no assurance that developments will transpire as may be 
forecasted in this material. Ostrum Asset Management reserves the right to modify the information presented in this document at 
any time without notice. Ostrum Asset Management will not be held liable for any decision taken or not taken on the basis of the 
information in this document, nor for any use that a third party might make of the information. Figures mentioned refer to previous 
years. Past performance does not guarantee future results. The funds mentioned in this document have received the approval of 
the Autorité des Marchés Financiers (AMF) or the CSSF, and have received authorization to be marketed in France and possibly in 
other countries where its sale is not contrary to local legislation. Prior to any investment, investors must check that they are legally 
authorized to invest in a fund. The characteristics, fees and risk return profile connected to investment in a fund are described in 
the Key Information Investor Document (KIID) of this fund. The KIID and periodic documents are available from Ostrum Asset 
Management upon request. You must examine the KIID, which will be given to you prior to subscription. Under Ostrum Asset 
Management’s social responsibility policy, and in accordance with the treaties signed by the French government, the funds directly 
managed by Ostrum Asset Management do not invest in any company that manufactures sells or stocks anti-personnel mines and 
cluster bombs.

This non-contractual document has been prepared by Ostrum AM on May 2018.

www.ostrum.com

Ostrum Asset Management
Registered Office: 43, avenue Pierre Mendès-France – 75013  Paris – Tel. +33 1 78 40 80 00
Limited Liability Company, Share Capital €50,434,604.76
Regulated by AMF under n°GP 90-009
Company Trade Registration (RCS) Number 329 450 738 Paris
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This material has been provided for information purposes only to investment service providers or other Professional Clients, Qualified or 
Institutional Investors and, when required by local regulation, only at their written request.  This material must not be used with Retail Investors. 
In the E.U. (outside of the UK): Provided by Natixis Investment Managers S.A. or one of its branch offices listed below. Natixis Investment 
Managers S.A. is a Luxembourg management company that is authorized by the Commission de Surveillance du Secteur Financier and 
is incorporated under Luxembourg laws and registered under n. B 115843. Registered office of Natixis Investment Managers S.A.: 2, rue 
Jean Monnet, L-2180 Luxembourg, Grand Duchy of Luxembourg. France: Natixis Investment Managers Distribution (n.509 471 173 RCS 
Paris). Registered office: 43 avenue Pierre Mendès France, 75013 Paris. Italy: Natixis Investment Managers S.A., Succursale Italiana (Bank 
of Italy Register of Italian Asset Management Companies no 23458.3). Registered office: Via Larga, 2 - 20122, Milan, Italy. Germany: Natixis 
Investment Managers S.A., Zweigniederlassung Deutschland (Registration number: HRB 88541). Registered office: Im Trutz Frankfurt 55, 
Westend Carrée, 7. Floor, Frankfurt am Main 60322, Germany. Netherlands: Natixis Investment Managers, Nederlands (Registration number 
50774670). Registered office: World Trade Center Amsterdam, Strawinskylaan 1259, D-Tower, Floor 12, 1077 XX Amsterdam, the Netherlands. 
Sweden: Natixis Investment Managers, Nordics Filial (Registration number 516405-9601 - Swedish Companies Registration Office). Registered 
office: Kungsgatan 48 5tr, Stockholm 111 35, Sweden. Spain: Natixis Investment Managers, Sucursal en España. Serrano n°90, 6th Floor, 28006, 
Madrid, Spain. 
In Switzerland: Provided for information purposes only by Natixis Investment Managers, Switzerland Sàrl, Rue du Vieux Collège 10, 1204 
Geneva, Switzerland or its representative office in Zurich, Schweizergasse 6, 8001 Zürich. 
In the U.K.: Provided by Natixis Investment Managers UK Limited which is authorised and regulated by the UK Financial Conduct Authority 
(register no. 190258).  This material is intended to be communicated to and/or directed at persons (1) in the United Kingdom, and should 
not to be regarded as an offer to buy or sell, or the solicitation of any offer to buy or sell securities in any other jurisdiction than the United 
Kingdom; and (2) who are authorised under the Financial Services and Markets Act 2000 (FSMA 2000); or are high net worth businesses with 
called up share capital or net assets of at least £5 million or in the case of a trust assets of at least £10 million; or any other person to whom 
the material may otherwise lawfully be distributed in accordance with the FSMA 2000 (Financial Promotion) Order 2005 or the FSMA 2000 
(Promotion of Collective Investment Schemes) (Exemptions) Order 2001 (the «Intended Recipients»). The fund, services or opinions referred 
to in this material are only available to the Intended Recipients and this material must not be relied nor acted upon by any other persons. 
Registered Office: Natixis Investment Managers UK Limited, One Carter Lane, London, EC4V 5ER.
In the DIFC: Provided in and from the DIFC financial district by Natixis Investment Managers Middle East (DIFC Branch) which is regulated 
by the DFSA. Related financial products or services are only available to persons who have sufficient financial experience and understanding 
to participate in financial markets within the DIFC, and qualify as Professional Clients as defined by the DFSA. Registered office: Office 603 - 
Level 6, Currency House Tower 2, PO Box 118257, DIFC, Dubai, United Arab Emirates. 
In Japan: Provided by Natixis Investment Managers Japan Co., Ltd., Registration No.: Director-General of the Kanto Local Financial Bureau 
(kinsho) No. 425. Content of Business: The Company conducts discretionary asset management business and investment advisory and 
agency business as a Financial Instruments Business Operator. Registered address: 1-4-5, Roppongi, Minato-ku, Tokyo. 
In Taiwan: Provided by Natixis Investment Managers Securities Investment Consulting (Taipei) Co., Ltd., a Securities Investment Consulting 
Enterprise regulated by the Financial Supervisory Commission of the R.O.C . Registered address: 16F-1, No. 76, Section 2, Tun Hwa South 
Road, Taipei, Taiwan, Da-An District, 106 (Ruentex Financial Building I), R.O.C., license number 2017 FSC SICE No. 018, Tel. +886 2 2784 5777. 
In Singapore: Provided by Natixis Investment Managers Singapore (name registration no. 53102724D) to distributors and institutional 
investors for informational purposes only.  Natixis Investment Managers  Singapore is a division of Ostrum Asset Management Asia Limited 
(company registration no. 199801044D). Registered address of Natixis Investment Managers Singapore: 5 Shenton Way, #22-05 UIC Building, 
Singapore 068808.
In Hong Kong: Provided by Natixis Investment Managers Hong Kong Limited to institutional/ corporate professional investors only.
In Australia: Provided by Natixis Investment Managers Australia Pty Limited (ABN 60 088 786 289) (AFSL No. 246830) and is intended for 
the general information of financial advisers and wholesale clients only .  
In New Zealand: This document is intended for the general information of New Zealand wholesale investors only and does not constitute 
financial advice. This is not a regulated offer for the purposes of the Financial Markets Conduct Act 2013 (FMCA) and is only available to 
New Zealand investors who have certified that they meet the requirements in the FMCA for wholesale investors. Natixis Investment Managers 
Australia Pty Limited is not a registered financial service provider in New Zealand.
In Latin America: Provided by Natixis Investment Managers S.A. 
In Uruguay: Provided by Natixis Investment Managers Uruguay S.A., a duly registered investment advisor, authorised and supervised by the 
Central Bank of Uruguay. Office: San Lucar 1491, oficina 102B, Montevideo, Uruguay, CP 11500. The sale or offer of any units of a fund qualifies 
as a private placement pursuant to section 2 of Uruguayan law 18,627. 
In Colombia: Provided by Natixis Investment Managers S.A. Oficina de Representación (Colombia) to professional clients for informational 
purposes only as permitted under Decree 2555 of 2010. Any products, services or investments referred to herein are rendered exclusively 
outside of Colombia. This material does not constitute a public offering in Colombia and  is addressed to less than 100 specifically identified 
investors. 
In Mexico: Provided by Natixis IM Mexico, S. de R.L. de C.V., which is not a regulated financial entity or an investment manager in terms of 
the Mexican Securities Market Law (Ley del Mercado de Valores) and is not registered with the Comisión Nacional Bancaria y de Valores 
(CNBV) or any other Mexican authority. Any products, services or investments referred to herein that require authorization or license are 
rendered exclusively outside of Mexico. Natixis Investment Managers is an entity organized under the laws of France and is not authorized 
by or registered with the CNBV or any other Mexican authority to operate within Mexico as an investment manager in terms of the Mexican 
Securities Market Law (Ley del Mercado de Valores). Any use of the expression or reference contained herein to “Investment Managers” is 
made to Natixis Investment Managers and/or any of the investment management subsidiaries of Natixis Investment Managers, which are also 
not authorized by or registered with the CNBV or any other Mexican authority to operate within Mexico as investment managers.
The above referenced entities are business development units of Natixis Investment Managers, the holding company of a diverse line-up of 
specialised investment management and distribution entities worldwide. The investment management subsidiaries of Natixis Investment 
Managers conduct any regulated activities only in and from the jurisdictions in which they are licensed or authorized. Their services and the 
products they manage are not available to all investors in all jurisdictions. It is the responsibility of each investment service provider to ensure 
that the offering or sale of fund shares or third party investment services to its clients complies with the relevant national law.
The provision of this material and/or reference to specific securities, sectors, or markets within this material does not constitute investment 
advice, or a recommendation or an offer to buy or to sell any security, or an offer of any regulated financial activity. Investors should 
consider the investment objectives, risks and expenses of any investment carefully before investing. The analyses, opinions, and certain of the 
investment themes and processes referenced herein represent the views of the portfolio manager(s) as of the date indicated. These, as well 
as the portfolio holdings and characteristics shown, are subject to change. There can be no assurance that developments will transpire as may 
be forecasted in this material. Past performance information presented is not indicative of future performance. 
Although Natixis Investment Managers believes the information provided in this material to be reliable, including that from third party sources, 
it does not guarantee the accuracy, adequacy, or completeness of such information. This material may not be distributed, published, or 
reproduced, in whole or in part.
All amounts shown are expressed in USD unless otherwise indicated.

Legal information


