
Why invest in unconstrained bond strategy?
Performance leadership across fixed income sectors changes 
over time, depending on the market environment. Traditional, 
benchmarked bond strategies have limited flexibility to adjust 
duration and credit exposures and therefore depend on 
favourable market conditions to generate returns. 

Unconstrained strategies adopt a more flexible approach, with  
the ability to take advantage of opportunities across the entire 
fixed income market. A larger tool kit means unconstrained 
bond strategies have the potential to perform even in 
challenging markets, such as when interest rates are rising. 

Why UBS Global Dynamic?
UBS Global Dynamic scours the globe for high conviction 
investment ideas across government bonds, corporate 
bonds, emerging market debt and currencies. Although 
‘unconstrained’, the strategy takes a balanced approach, 
emphasising global diversification and actively striving to 

avoid any sector bias. A blend of strategic and tactical 
positions should ensure the strategy is not reliant on any 
one particular source of returns. The portfolio management 
team seeks to maintain a high quality portfolio, with an 
average investment grade rating, while placing a priority on 
maintaining liquidity.  
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The future returns of traditional, benchmark-oriented fixed income strategies may 
be limited by historically low yields and central banks that are normalising or seeking 
to normalise interest rates. For investors looking for a solution capable of navigating 
potentially volatile fixed income markets whilst taking advantage of opportunities as 
they arise, unconstrained bond strategies are an attractive option.
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10.9% 7.2% 1.6% 13.4% 6.7% 10.7% 8.3% 5.5% 2.8% 5.3% 6.5% -4.0% 19.8% 9.5% 8.2% 10.4% -1.5% 7.2% 0.8% 6.0% 6.5%

10.4% 7.1% -1.9% 11.3% 4.5% 10.2% 6.2% 5.4% 2.7% 5.0% 4.6% -6.8% 14.5% 5.9% 7.5% 7.3% -2.9% 6.1% 0.7% 1.7% 5.4%

9.6% 3.0% -2.4% 9.1% 4.5% 9.4% 3.3% 4.7% 2.6% 4.4% 3.3% -8.9% 5.8% 5.7% 6.1% 2.6% -3.4% 6.0% -0.6% 1.1% 2.5%

9.3% -16.2% -6.3% -5.1% 4.5% -1.9% 2.3% 3.5% 2.0% 3.1% 2.2% -26.4% -3.7% 2.3% 4.4% 2.2% -6.0% 2.5% -4.6% 0.4% 2.4%
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Which fixed income asset class performs best depends on the economic cycle

Source: ICE BofA Merrill Lynch as at 31 December 2017 
Note: Table shows annual total returns
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Strategy
The flexible, total return bond strategy, free from the 
constraints of a benchmark aims to achieve attractive risk-
adjusted returns compared to broad fixed income markets 
over the medium term whilst carefully managing risk. 

The strategy actively takes positions in global rates, 
investment grade and high-yield corporates, securitized 
assets, emerging markets debt, developed and emerging 
market currencies and convertibles using bonds and 
derivatives while maintaining an overall positive duration and 
net long fixed income market exposure. 

The strategy can have individual short exposures, enabling 
the portfolio managers to take advantage of relative value 
opportunities, for instance taking a long position in markets 
where rates are expected to fall and a short position in markets 
where rates are expected to rise. Derivatives may also be used 
to actively manage credit / interest rate exposure or for hedging. 

Duration is actively managed from 0-10 years. Over time we 
would expect 50% of returns to come from active interest rate 
and currency positions and 50% from asset allocation and 
security selection.

Process
The investment process blends top-down macro views with 
bottom-up security selection. We combine fundamental, 
quantitative and technical analysis to construct a portfolio 
with a mix of strategic and tactical positions across the 
global fixed income opportunity set.

Why UBS-AM?
The strategy is managed by the global bond team located in 
London and headed by Kevin Zhao. Kevin is supported in the 
daily management of the strategy by two additional portfolio 
managers specialising in rates and FX. The investment 
process involves close collaboration with the wider fixed 
income team at UBS, comprising more than 100 investment 
professionals globally. This approach enables the portfolio to 
leverage the best ideas generated by our portfolio managers 
specialising in rates, investment grade, high yield, emerging 
markets and securitized debt.  

 Identification of themes / long-term 
fundamentals

–– Identify key macroeconomic drivers
–– Establish a global investment context (stage of 
economic cycle, economic data trends, inflationary 
pressures, policy response and market valuation)

 Idea generation and filtering
–– Identify opportunities in context themes / long-term 
fundamentals

–– Thorough analysis and filtering of ideas based on 
risk/return profile

–– Best risk-reward trades selected for closer monitoring

 Trade analysis and implementation
–– Use quantitative and qualitative techniques to 
determine entry levels, stop loss limits and trade sizing

 Portfolio construction and risk management
–– Construct diversified portfolios while closely 
monitoring all portfolio risks. Identify and manage 
tail risk

–– Conduct stress testing against extreme outcomes. 
Strictly adhere to stop loss discipline

Actively managing duration

Investment guidelines

1 Government and corporate 
Note: Trade examples are provided for informational purposes only and are not  
a recommendation to buy or sell any particular security

Themes / Long-term fundamentals

Idea generation & filtering

Trade analysis & implementation

Portfolio positioning

For illustrative purposes only
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–– Attractive total return potential 
–– Diversification across geography, asset class and issuer to 
mitigate risks such as liquidity and defaults

–– Flexible duration management allowing portfolio managers to 
protect capital in rising rate environments or increase returns in 
anticipation of falling yields

–– Access the best ideas from across our global fixed income platform  
–– Disciplined investment process supported by a global research 
platform, local presence and strong risk management capabilities

–– The strategy is not a traditional long-only fixed income strategy. 
It may have exposures to higher-risk strategies within the fixed 
income and currency markets, and it may take both long and 
short positions utilizing derivatives 

–– The use of derivatives may result in additional risks, particularly 
counterparty risk 

–– Increased portfolio flexibility may increase the risk of portfolio 
management decisions adversely affecting performance

–– Changes in interest rates, credit spreads and exchange rates 
have an impact on the value

–– Default risk may be higher with corporate bonds than with 
government bonds

–– Emerging markets investing involves specific risks

RisksOpportunities

Glossary
Convertible bonds
Debt security that can be converted into a predetermined 
amount of the underlying company's equity at certain 
times during the bond's life, usually at the discretion of the 
bondholder. 

Currency risk
Fluctuations in exchange rates may expose a strategy to losses
 
Derivatives
A financial security with a value that is reliant upon or derived 
from an underlying asset or group of assets. 

High yield securities 
A bond with a credit rating below investment grade as indicated 
by agencies such as Standard & Poor's, Moody's and Fitch

Securitized bond
Securitization is the financial practice of pooling various types 
of contractual assets and selling their related cash flows to 
third party investors

Unconstrained
A strategy whereby the manager has the freedom to invest 
according to his or her own strategy, not being obliged to allocate 
capital according to the weightings of any index, for example.
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For marketing and information purposes by UBS.

For professional, institutional clients / qualified investors only. The information and opinions contained in this document have been compiled or arrived at based upon information 
obtained from sources believed to be reliable and in good faith, but is not guaranteed as being accurate, nor is it a complete statement or summary of the securities, markets or 
developments referred to in the document. UBS AG and / or other members of the UBS Group may have a position in and may make a purchase and / or sale of any of the securities or 
other financial instruments mentioned in this document.

Before investing in a product please read the latest prospectus carefully and thoroughly. Units of UBS funds mentioned herein may not be eligible for sale in all jurisdictions or to 
certain categories of investors and may not be offered, sold or delivered in the United States. The information mentioned herein is not intended to be construed as a solicitation or 
an offer to buy or sell any securities or related financial instruments. Past performance is not a reliable indicator of future results. The performance shown does not take account of 
any commissions and costs charged when subscribing to and redeeming units. Commissions and costs have a negative impact on performance. If the currency of a financial product 
or financial service is different from your reference currency, the return can increase or decrease as a result of currency fluctuations. This information pays no regard to the specific or 
future investment objectives, financial or tax situation or particular needs of any specific recipient. The details and opinions contained in this document are provided by UBS without 
any guarantee or warranty and are for the recipient's personal use and information purposes only. This document may not be reproduced, redistributed or republished for any purpose 
without the written permission of UBS AG. Source for all data and charts (if not indicated otherwise): UBS Asset Management
This document contains statements that constitute “forward-looking statements”, including, but not limited to, statements relating to our future business development. While these 
forward-looking statements represent our judgments and future expectations concerning the development of our business, a number of risks, uncertainties and other important 
factors could cause actual developments and results to differ materially from our expectations. 
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UBS AG
Asset Management
P.O. Box
CH-8098 Zürich
ubs.com/am

FOR FURTHER INFORMATION, PLEASE CONTACT YOUR CLIENT ADVISOR. FOR A DEFINITION OF FINANCIAL TERMS 
REFER TO THE GLOSSARY AVAILABLE AT UBS.COM/GLOSSARY. INVESTORS SHOULD NOT RELY ON THIS MARKETING 
MATERIAL ALONE TO MAKE AN INVESTMENT DECISION.


