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Agenda

▪ The Corporate Credit Landscape

▪ Systematic Credit Overview 

▪ Credit Outlook 
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THE CORPORATE CREDIT LANDSCAPE
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Overview of U.S. Corporate Debt Market

Investment 
Grade Bonds

$7.4T

High Yield 
Corporate Bonds

$1.2T

Broadly Syndicated 
Bank Loans

$1.3T

Bank Commercial & 
Industrial Loans

$2.5T

Private Debt
$1.1T

Source: ICE, Morningstar, Goldman Sachs, S&P Global Market Intelligence. As of December 31, 2022.  

Total

$13.9T
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Variety of Offerings and Access

Source: ICE, Morningstar, S&P Global Market Intelligence. As of December 31, 2022. 

Public / 

Private

Quality Fixed / 

Floating

Common Index Inception Date 

(Launch Date)

Investment Options

Investment Grade Public IG Fixed Ibbotson's U.S. 

Long-Term 

Corporate Bond

1973 Broad range of passive 

and active options

High Yield Public HY Fixed Bloomberg High 

Yield Corporate

1988 Broad range of passive 

and active options

Broadly Syndicated 

Bank Loans

Public HY Floating Morningstar LSTA 

Leveraged Loan 

1996 (2011) Passive and active options 

available

Direct Lending Private HY / Not-

Rated

Floating Cliffwater Direct 

Lending

2004 (2015) Public BDCs, active managers
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Credit in Asset Allocation: Long-Term Sharpe Ratios 
Credit has historically provided investors with robust, diversifying, and income-generating return streams

Source: “Current Opportunities in Public Credit Markets.” Acadian Asset Management. https://www.acadian-asset.com/investment-insights/systematic-methods/current-opportunities-in-public-credit-markets. Credit: Investment grade credit minus duration-matched 

Treasuries. Equity: U.S. equity minus T-bills. Term: Intermediate Treasuries minus T-bills. 
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https://www.acadian-asset.com/investment-insights/systematic-methods/current-opportunities-in-public-credit-markets
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Performance By Corporate Credit Categories

Dashed lines represent and index backfilling returns prior to its inception. Date range shown is based on available data from Direct Lending (Cliffwater Direct Lending Index). Investment Grade is proxied by the ICE BofA Corporate Index. High Yield is proxied by ICE 

BofA U.S. High Yield Index. Bank Loans is proxied by the Morningstar LSTA U.S. Leveraged Loans Index.  
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Direct Lending: Performance Comparison
Adjusting for higher fees and smoothed returns results in performance beginning to be sensible

Source: Bloomberg, MSCI, ICE. Data is from September 2004 to June 2023. MSCI Copyright MSCI 2023. All Rights Reserved. Unpublished. PROPRIETARY TO MSCI.
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SYSTEMATIC CREDIT OVERVIEW
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Credit Markets: The Evolution of Electronic Trading

Is This the New Era for 

Electronic Credit Trading?
Tradeweb, 16-May-23

The creeping equitisation of 

credit trading
Financial Times, 2-Jun-23

Credit trading finally exits the Dark Ages
Financial Times, 4-Apr-23
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Systematic Investing in Corporate Credit Markets

▪ While the roots of systematic investing in equities were established around the 1960s, the same concept 

applied to corporate bonds was not formally studied until the early 2010s

▪ Reasons for late adoption include limited data, greater fragmentation in corporate bond liquidity and pricing 

relative to equities, and the historically manual process of corporate bond trading 

1980 1990 20001970 2010 2020

1973

First total return 

bond index 

(Lehman Brothers)

1983

First bond-index fund 

(Wells Fargo)

1987

Lehman bond-level 

price index

2002

TRACE publicly disseminated 

traded corporate bond prices 

2014

TRACE 144a Prices

2015

Nascent stages of electronic “buy side 

to buy side” intermediated trading

2022

Significant electronic 

US volumes post 

COVID-19 pandemic
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Adding Value Across Multiple Dimensions
Managers can add value by expanding themes, by more sophisticated measures, and in implementation

Simple 

Measures

Sophisticated 

Measures

Implementation

Expertise

Breadth of 

Themes

Quality

Carry

Momentum

Value

Other

Source: Systematic Fixed Income, An Investor’s Guide. Richardson 2022.
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Diversifying Potential of Systematic Strategies 
We find little evidence that discretionary managers provide exposure to systematic strategies’ themes
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Source: eVestment, CRSP. Holdings as of December 31, 2022. Discretionary managers selected based on largest strategy AUM in eVestment. Attractiveness measured as a Z-score reflecting deviation of forecast return from benchmark return expectations. Return 

forecasts are based on Acadian's proprietary systematic credit investment themes. Portfolios are reweighted to exclude bonds without a return forecast. CRSP®, Center for Research in Security Prices. Graduate School of Business, The University of Chicago. Used 

with permission. All rights reserved. crsp.uchicago.edu. Please see appendix for additional disclosures. 

Top Discretionary Managers Exposure to a Systematic Credit Approach

As of December 31, 2022
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CREDIT OUTLOOK
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U.S. High Yield Outlook: Borrower Quality is Robust 

Source: ICE. Data from January 2008 to June 2023. Dashed lines represent the 25th and 75th percentiles and solid lines represent the median. 
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Option Adjusted Spread

Yield to Worst

U.S. High Yield Outlook 
Spreads and yields are at attractive levels versus long-term values

Source: ICE. December 1996 to October 2023. ICE BofA U.S. High Yield Index. Long-term values are based on the medians since January 1997. 
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Takeaways

▪ Corporate credit: Plays an evergreen role in asset allocation 
and current conditions suggest a strong tactical opportunity

▪ Accessing credit premium: We believe an active approach 
to public credit is superior to a passive implementation and 
more compelling than private credit in the current environment

▪ Systematic active in corporate credit: Captures a unique 
opportunity set, attractive as a standalone allocation and a 
diversifying complement to discretionary strategies
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Intuitive Themes Implemented in Credit Markets
Themes have efficacy on a standalone basis and low correlations to other themes

Value
Cheap bonds outperform expensive bonds

Drivers: Over-extrapolation, potential compensation 

for systematic risk

Spread relative to rating (i.e., a measure of credit risk)

Momentum
A bond’s recent outperformance will continue

Drivers: Under reaction to news, investor herding
Issuer returns

Carry
Higher yielding assets outperform lower yielding

Drivers: Excess demand for capital
Option-adjusted spread level

Quality
High-quality outperforms low-quality

Drivers: Leverage aversion, lottery preferences Strong balance sheets

Theme Concept Example
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DISCLOSURES
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Index Disclosure

SOURCE ICE DATA INDICES, LLC (“ICE DATA”), IS USED WITH PERMISSION. ICE® IS A REGISTERED TRADEMARK OF ICE DATA OR ITS AFFILIATES, AND BOFA® IS A REGISTERED TRADEMARK OF 
BANK OF AMERICA CORPORATION LICENSED BY BANK OF AMERICA CORPORATION AND ITS AFFILIATES ("BOFA") AND MAY NOT BE USED WITHOUT BOFA'S PRIOR WRITTEN APPROVAL. ICE DATA, 
ITS AFFILIATES AND THEIR RESPECTIVE THIRD PARTY SUPPLIERS DISCLAIM ANY AND ALL WARRANTIES AND REPRESENTATIONS, EXPRESS AND/OR IMPLIED, INCLUDING ANY WARRANTIES OF 
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, INCLUDING THE INDICES, INDEX DATA AND ANY DATA INCLUDED IN, RELATED TO, OR DERIVED THEREFROM. NEITHER ICE 
DATA, ITS AFFILIATES NOR THEIR RESPECTIVE THIRD PARTY SUPPLIERS SHALL BE SUBJECT TO ANY DAMAGES OR LIABILITYWITH RESPECT TO THE ADEQUACY, ACCURACY, TIMELINESS OR 
COMPLETENESS OF THE INDICES OR THE INDEX DATA OR ANY COMPONENT THEREOF, AND THE INDICES AND INDEX DATA AND ALL COMPONENTS THEREOF ARE PROVIDED ON AN “AS IS” BASIS 
AND YOUR USE IS AT YOUR OWN RISK. ICE DATA, ITS AFFILIATES AND THEIR RESPECTIVE THIRD PARTY SUPPLIERS DO NOT SPONSOR, ENDORSE, OR RECOMMEND ACADIAN ASSET MANAGEMENT 
LLC, OR ANY OF ITS PRODUCTS OR SERVICES.

“BLOOMBERG®” and the Bloomberg indices listed herein (the “Indices”) are service marks of Bloomberg Finance L.P. and its affiliates, including Bloomberg Index Services Limited (“BISL”), the administrator of the 
Indices (collectively, “Bloomberg”) and have been licensed for use for certain purposes by the distributor hereof (the “Licensee”). Bloomberg is not affiliated with Licensee, and Bloomberg does not approve, endorse, 
review, or recommend the financial products named herein (the “Products”). Bloomberg does not guarantee the timeliness, accuracy, or completeness of any data or information relating to the Products.

eVestment Alliance, LLC and its affiliated entities (collectively, “eVestment”) collect information directly from investment management firms and other sources believed to be reliable, however, eVestment does not 
guarantee or warrant the accuracy, timeliness, or completeness of the information provided and is not responsible for any errors or omissions. Performance results may be provided with additional disclosures available on 
eVestment’s systems and other important considerations such as fees that may be applicable. Not for general distribution and limited distribution may only be made pursuant to client’s agreement terms. * All categories 
not necessarily included, Totals may not equal 100%. Copyright 2012-2023 eVestment Alliance, LLC. All Rights Reserved.

Copyright © 2023, Standard & Poor’s Financial Services LLC. All rights reserved.

MSCI Copyright MSCI 2023. All Rights Reserved. Unpublished. PROPRIETARY TO MSCI. 

2023 Cliffwater. All rights reserved.
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Legal Disclaimer
These materials provided herein may contain material, non-public information within the meaning of the United States Federal Securities Laws with respect to Acadian Asset Management LLC, BrightSphere Investment Group Inc. and/or their respective 
subsidiaries and affiliated entities. The recipient of these materials agrees that it will not use any confidential information that may be contained herein to execute or recommend transactions in securities. The recipient further acknowledges that it is aware 
that United States Federal and State securities laws prohibit any person or entity who has material, non-public information about a publicly-traded company from purchasing or selling securities of such company, or from communicating such information to 
any other person or entity under circumstances in which it is reasonably foreseeable that such person or entity is likely to sell or purchase such securities.

Acadian provides this material as a general overview of the firm, our processes and our investment capabilities. It has been provided for informational purposes only. It does not constitute or form part of any offer to issue or sell, or any solicitation of any 
offer to subscribe or to purchase, shares, units or other interests in investments that may be referred to herein and must not be construed as investment or financial product advice. Acadian has not considered any reader's financial situation, objective or
needs in providing the relevant information. 

The value of investments may fall as well as rise and you may not get back your original investment. Past performance is not necessarily a guide to future performance or returns. Acadian has taken all reasonable care to ensure that the information 
contained in this material is accurate at the time of its distribution, no representation or warranty, express or implied, is made as to the accuracy, reliability or completeness of such information.

This material contains privileged and confidential information and is intended only for the recipient/s. Any distribution, reproduction or other use of this presentation by recipients is strictly prohibited. If you are not the intended recipient and this presentation 
has been sent or passed on to you in error, please contact us immediately. Confidentiality and privilege are not lost by this presentation having been sent or passed on to you in error.

Acadian’s quantitative investment process is supported by extensive proprietary computer code. Acadian’s researchers, software developers, and IT teams follow a structured design, development, testing, change control, and review processes during the 
development of its systems and the implementation within our investment process. These controls and their effectiveness are subject to regular internal reviews, at least annual independent review by our SOC1 auditor. However, despite these extensive 
controls it is possible that errors may occur in coding and within the investment process, as is the case with any complex software or data-driven model, and no guarantee or warranty can be provided that any quantitative investment model is 
completely free of errors. Any such errors could have a negative impact on investment results. We have in place control systems and processes which are intended to identify in a timely manner any such errors which would have a material impact on the 
investment process.

Acadian Asset Management LLC has wholly owned affiliates located in London, Singapore, and Sydney. Pursuant to the terms of service level agreements with each affiliate, employees of Acadian Asset Management LLC may provide certain services on 
behalf of each affiliate and employees of each affiliate may provide certain administrative services, including marketing and client service, on behalf of Acadian Asset Management LLC.

Acadian Asset Management LLC is registered as an investment adviser with the U.S. Securities and Exchange Commission. Registration of an investment adviser does not imply any level of skill or training. 

Acadian Asset Management (Singapore) Pte Ltd, (Registration Number: 199902125D) is licensed by the Monetary Authority of Singapore. It is also registered as an investment adviser with the U.S. Securities and Exchange Commission. 

Acadian Asset Management (Australia) Limited (ABN 41 114 200 127) is the holder of Australian financial services license number 291872 ("AFSL"). It is also registered as an investment adviser with the U.S. Securities and Exchange Commission. Under 
the terms of its AFSL, Acadian Asset Management (Australia) Limited is limited to providing the financial services under its license to wholesale clients only. This marketing material is not to be provided to retail clients. 

Acadian Asset Management (UK) Limited is authorized and regulated by the Financial Conduct Authority ('the FCA') and is a limited liability company incorporated in England and Wales with company number 05644066. Acadian Asset Management (UK) 
Limited will only make this material available to Professional Clients and Eligible Counterparties as defined by the FCA under the Markets in Financial Instruments Directive, or to Qualified Investors in Switzerland as defined in the Collective Investment 
Schemes Act, as applicable.
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