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Thanks to its high-conviction approach and its track record for consistent, low-risk returns, the Quilter
Investors Absolute Return Bond Fund, managed by Janus Henderson, has been a core holding for the

WealthSelect Managed Portfolios since its launch in 2018.

| A focus on income

generation

The Quilter Investors Absolute Return
Bond Fund employs a risk-adjusted
approach to generate a consistent income
that's above the returns available from
cash and money market funds, but for less
risk than conventional bond investments.

The fund's remit allows it to access all
parts of the global fixed-income universe.
It aims to provide a cash plus 2% return
across economic cycles while mitigating
the risk of interest-rate volatility.

The strategy also avoids the structural
biases that arise in conventional bond
indices and those areas where it sees the
greatest risks or where liquidity is poor.

The Janus Henderson team filters its
investment universe using proprietary
quantitative analysis. It then performs
credit research to evaluate the
opportunities unearthed and find the
most efficient, and liquid, way to invest.

Capital
preservation
mindset

2

3 Uncorrelated

returns

The fund's focus on downside protection
means it avoids sectors with the greatest
risk of loss and is less sensitive to
interest-rate changes than a typical core,
fixed-income portfolio.

It also seeks to include some relative-value
(or pairs trading) positions to generate
additional alpha. These are low-risk trades
that are actively managed to provide
greater diversification and ensure that
your clients are adequately compensated
for the risks taken.

The fund focuses on minimising default
and liquidity risk by looking across the
issuance spectrum to find the most
attractive jurisdiction, capital structure,
and maturity profile for each bond.

Risk management is also baked into the
process. This enables the fund to respond
to changes in markets while maintaining a
stable, liquid portfolio throughout a
market cycle.

The fund's index-agnostic, global approach
creates a low-volatility income stream,
regardless of market conditions, with
absolute returns that are uncorrelated to
bond markets.

The fund management team seeks out
those areas that offer the greatest, low-risk
return potential while avoiding the structural
biases of conventional bond indices.

The fund's derivative overlay of
relative-value trades is based on
discrepancies identified across countries,
credit spreads, volatility, sectors, yield
curves, interest-rate sensitivity, and
currency. This extends the number of
potential return drivers for the strategy.

With a core portfolio of income-generating
bonds and a derivatives-based, alpha
strategy overlay, the fund has the potential
to deliver enhanced returns, but with less
risk over a market cycle.
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High conviction

The fund employs a high-conviction approach based on the
belief that bond index benchmarks constrain investors by
forcing them to hold the largest issuers.

Janus Henderson argues that index-based investing further
limits the opportunity set as indices only represent a fraction of
the fixed-income market and that they're subject to significant
compositional drift, which limits the usefulness of past
performance analysis.

Creating the mandate

We launched this sub-advised mandate with Janus Henderson
at the end of 2018. The strategy, which takes a different
approach to most alternative fixed-income offerings, was
originally run by an investment management firm called
Kapstream. When Janus Henderson acquired Kapstream in
2015, this strategy joined its stable of fixed-income offerings.

Thanks to our analysts, we were already well informed about
the Kapstream approach. Consequently, we approached Janus
Henderson to run a mandate for us that would replicate its
existing retail fund.

At the time, we were diversifying our alternatives holdings and moving away from commercial property as an asset class. Thanks
to its non-traditional approach and its low-volatility, cash-plus income stream, the Quilter Investors Absolute Return Bond Fund
was the perfect diversifier for other alternative holdings such as the Quilter Investors Global Equity Absolute Return Fund, and
the PIMCO Dynamic Bond Fund.

A core holding

On of the key reasons we hold the fund is for the predictability of the return stream it generates. Its low volatility of returns has
made the Quilter Investors Absolute Return Bond Fund a core holding and, thanks to being held right across the WealthSelect
Managed Portfolios, the fund has grown to become our largest sub-advised mandate at around £850" million.

1 Assets under management as at 15 March 2024.

Key takeaways

P The Quilter Investors Absolute Return Bond Fund is an alternative fixed-income approach that seeks to
generate a predictable, low-risk income of cash plus 2%, for less risk than conventional bond investments.

The fund holds traditional credit assets and incorporates an overlay of low-risk, relative-value trades
using derivative contracts.

The fund combines a focus on income generation and capital preservation to deliver returns that are
uncorrelated to major market indices.
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Important information

Past performance is not a guide to future
performance and may not be repeated.
Investment involves risk. The value of
investments and the income from them
may go down as well as up and investors
may not get back the amount originally
invested. Because of this, an investor is not
certain to make a profit on an investment
and may lose money. Exchange rates may
cause the value of overseas investments to
rise or fall.

Please be aware that calls and electronic
communications may be recorded for
monitoring, regulatory and training
purposes and records are available for at
least five years.

The WealthSelect Managed Portfolio
Service is provided by Quilter Investment
Platform Limited and Quilter Life &
Pensions Limited. “Quilter” is the trading
name of Quilter Investment Platform
Limited (which also provides an Individual
Savings Account (ISA), Junior ISA (JISA) and
Collective Investment Account (CIA)) and
Quilter Life & Pensions Limited (which
also provides a Collective Retirement
Account (CRA) and Collective Investment
Bonds (CIB)).

Quilter Investment Platform Limited

and Quilter Life & Pensions Limited

are registered in England and Wales
under numbers 1680071 and 4163431
respectively. Registered office at Senator
House, 85 Queen Victoria Street, London,
United Kingdom, EC4V 4AB.

Quilter Investment Platform Limited is
authorised and regulated by the Financial
Conduct Authority. Quilter Life & Pensions
Limited is authorised by the Prudential
Regulation Authority and regulated by

the Financial Conduct Authority and the
Prudential Regulation Authority. Their
Financial Services register numbers are
165359 and 207977 respectively. VAT
number 386 1301 59.

Quilter uses all reasonable skill and

care in compiling the information in

this communication and in ensuring its
accuracy, but no assurances or warranties
are given. You should not rely on the
information in this communication in
making investment decisions. Nothing in
this communication constitutes advice or
personal recommendation.

Data from third parties (“Third-Party Data")
may be included in this communication
and those third parties do not accept

any liability for errors and omissions.
Therefore, you should make sure you
understand certain important information,
which can be found at www.quilter.
com/third-party-data/. Where this
communication contains Third-Party

Data, Quilter Investors cannot guarantee
the accuracy, reliability or completeness

of such Third-Party Data and accepts no
responsibility or liability whatsoever in
respect of such Third-Party Data.
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