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The AQR Investor Guides are designed to help investors 
develop a clearer understanding of how certain investment 
strategies work, and how AQR’s distinctive approach to 
managing them may help investors achieve their long-term 
investment objectives.
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What is Core Plus Fixed Income? 
In most investor portfolios, equities tend to be the primary source of risk 

and return, while fixed income aims to provide stability and income. 

However, the fixed income universe is large and, in some ways, more 

complex than equities. From conservative to aggressive, there are three 

types of strategies that aim to provide broad fixed income exposure:

•  Core - consists of investment grade securities1 such as U.S. Treasury, 

Corporate or Government. 

•  Core Plus - adds global or non-investment grade bonds to a  

core portfolio. These strategies are also known as Total Return.

•  Unconstrained - invests across the spectrum of fixed  

income securities.  

Investors seeking to find the middle ground between risk and return should 

consider Core Plus Fixed Income. These strategies aim to outperform their 

benchmark, such as the Bloomberg Barclays U.S. Aggregate Bond Index  

(“the Index”), by overlaying U.S. investment grade bonds with global 

government bonds, high-yield corporates and currencies.

Core Plus strategies may offer a 
solid foundation of investment 
grade bonds with the added return 
potential of diversified investments. 

1 Investment grade is the rating associated to securities indicating their risk of default. Ratings consist of letters. Investment grade securities have a rating of BBB and higher, with AAA indicating the highest 
quality. BB and below indicate lower quality securities that are considered non-investment grade. 

For illustrative purposes only.
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How Does Systematic Core Plus Fixed Income Work?
Core Plus strategies can be differentiated by their security selection process and the overall portfolio characteristics 

versus the benchmark.  

Systematic Core Plus strategies follow a disciplined and repeatable process to identify securities expected to 

outperform, without relying on exposure to riskier assets. Using a rules-based approach, fundamental investment 

ideas are applied across a broad universe to thoughtfully construct a portfolio that maintains the overall sector 

weights and risk characteristics of the Index. 

Source: AQR. For illustrative purposes only.

A systematic investment process incorporates a broad set of investment ideas for security selection.

Cheap vs. Expensive

Recent Outperformers vs. Underperformers

Improving vs. Worsening Fundamentals

High vs. Low Yielding

Strong vs. Weak Fundamentals

Low vs. High Risk

Other Ideas

Fundamental Ideas Investment Themes

Valuation

Price Momentum

Fundamental Momentum

Carry

Quality

Low Risk

+
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When Does it Work? 
The performance of Core Plus strategies tends to align directionally with their benchmark, the Bloomberg Barclays U.S. 

Aggregate Bond Index. However, a quantitative, disciplined investment process is designed to provide returns in excess 

of the benchmark regardless of the market environment. 

When Does it Struggle?
Core Plus strategies may experience negative returns when broader fixed income markets, or the Index,  

perform poorly. 

To help diversify away some of the risk that comes with market performance, Systematic Core Plus portfolios are 

constructed to combine a diversified set of securities across a broad range of sectors, geographies, issuers and maturities. 

While the strategy will still move with the overall market, security selection and the breadth of holdings may help reduce 

portfolio losses.



AN INVESTOR’S GUIDE     |     CORE PLUS FIXED INCOME 6

RETURN POTENTIAL

Systematic Core Plus Fixed Income aims to 

generate multiple return sources through 

the systematic application of time-tested 

investment ideas.  

Using a multi-factor approach, the strategy 

seeks excess returns through country, maturity, 

credit and currency selection. Out-of benchmark 

sectors are strictly used to increase security 

selection breadth, while still targeting the credit 

and duration2 profile of the benchmark.

The result is a portfolio designed to seek returns 

above the benchmark, without assuming 

meaningful additional risk.

What Are the Benefits of Systematic Core Plus?

Systematic Core Plus Fixed Income seeks to outperform in 
both rising and falling bond markets.

2 Credit risk: The risk associated with a borrower’s ability to repay their debts. Duration: Measures the sensitivity of the price of the strategy to a change in interest rates.

Source: AQR. For illustrative purposes only and not representative of an actual portfolio that AQR manages. Past performance is not a guarantee of future results.

The Index Systematic Core Plus
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Reaching for higher returns, many traditional, 

fundamental Core Plus managers tend to 

increase exposure to lower quality securities, 

which can be highly correlated to equity risk. 

This can diminish the diversification benefits 

of fixed income within an investor’s portfolio 

and result in unintended market bets. 

Systematic Core Plus strategies are designed 

to derive excess returns from the quality and 

breadth of holdings rather than from exposure 

to riskier assets. This makes these strategies a 

potentially diversifying source of returns versus 

other asset classes such as equities, as well as 

traditional fixed income managers.

ENHANCED PORTFOLIO DIVERSIFICATION

Unlike some traditional Core Plus managers, systematic Core 
Plus aims to move independently from equity markets.

Equity Markets

Traditional 
Core Plus

Systematic 
Core Plus

Fixed Income Markets

Source: AQR. For illustrative purposes only and not representative of an actual portfolio that AQR 
manages. Diversification does not eliminate risk. Past performance is not a guarantee of future results. 

Strong Weak WeakStrong
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DISCIPLINED RISK-MANAGED PROCESS

Source: AQR. For illustrative purposes only and not representative of an actual portfolio that AQR manages. Past performance is not a guarantee of future results. 

Traditional approaches tend to be less disciplined at aligning with the benchmark’s credit and duration 

characteristics, which may result in unbalanced risk levels throughout time. 

On the other hand, systematic approaches seek consistent and repeatable returns by:

 Diversifying risk across sectors

 Maintaining credit and interest rate risk consistent with the benchmark 

 Accounting for liquidity and risk constraints when building the portfolio 

These three approaches to risk management diff erentiate this strategy’s implementation from its peers.

Systematic Core Plus aims to maintain a targeted level of risk, more consistent with the benchmark over the long term.

Traditional Core Plus Systematic Core Plus
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How Does Systematic Core Plus 
Fixed Income Fit into a Portfolio?

Source: AQR. For illustrative purposes only.

Equities

Traditional 
Fixed  

Income

Systematic 
Fixed

Income

The choices that Core Plus managers make when constructing 

portfolios may lead to meaningfully different results. It is important to 

consider whether they are relying too heavily on credit/equity risk  

to achieve returns. 

A systematic approach to Core Plus investing aims to deliver excess 

returns that are diversifying and complementary to other fixed income 

managers, which can help preserve the diversification benefits of this 

asset class. 

With low correlation to equities and to other fixed income strategies, 

Systematic Core Plus Fixed Income may be suitable as a standalone 

investment or as a complement to other fixed income strategies in an  

investor’s portfolio.
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AQR is a global investment management fi rm dedicated to delivering 

results for our clients through an innovative and forward-thinking 

approach. Our ideas were born in academia, and education has been 

paramount ever since. Today, approximately half our employees hold 

advanced degrees. We maintain ties with top universities, fi nancial leaders 

and industry infl uencers around the globe.

As quantitative investors, AQR lives at the nexus of economics, behavioral fi nance, 

data and technology – continuously exploring what drives markets and applying our 

fi ndings in a systematic and disciplined way to our clients’ portfolios. Our senior management 

team has been managing complex hedge fund strategies since the early 1990s. Our innovative 

approach has one simple purpose: to help our clients succeed through more informed 

investment decisions. 

AQR has been managing and implementing systematic fi xed income strategies since the fi rm’s inception. 

We launched the fi rst standalone strategy in 2015 and the fi rst mutual fund, the AQR Core Plus Bond Fund, 

in 2018.

About AQR

A pioneer in quantitative investing 

A leading provider of alternative strategies

Clients representing some of the largest and most sophisticated investors around the globe

Investment opportunities spanning most asset classes and markets throughout the world
*Data as of September 30, 2020.

billion in assets 
under management*

1998
Founded in

$138



DISCLOSURES 

The use of derivatives, forward and futures contracts, and commodities exposes the Fund to additional risks including increased volatility, 
lack of liquidity, and possible losses greater than the Fund’s initial investment as well as increased transaction costs. Concentration generally 
will lead to greater price volatility. This Fund enters into a short sale by selling a security it has borrowed. If the market price of a security 
increases after the Fund borrows the security, the Fund will suffer a potentially unlimited loss when it replaces the borrowed security at the 
higher price. Short sales also involve transaction and other costs that will reduce potential Fund gains and increase potential Fund losses.

This Fund is not suitable for all investors. An investor considering the Fund should be able to tolerate potentially wide price fluctuations. The 
Fund may attempt to increase its income or total return through the use of securities lending, and they may be subject to the possibility of 
additional loss as a result of this investment technique. 

The Bloomberg Barclays US Aggregate Bond Index is a flagship measure of USD-denominated investment grade debt. This benchmark 
includes treasury, government-related, corporate, and securitized fixed-rated bonds from both developed and emerging market issuers.  

One cannot invest directly in an index. 

Investors should carefully consider the investment objectives, risks, charges and expenses of the funds 
before investing. To obtain a prospectus or summary prospectus containing this and other important 
information, please call 1-866-290-2688 or visit www.aqrfunds.com to view or download a prospectus 
or summary prospectus online. Read the prospectus or summary prospectus carefully before you invest. 
There are risks involved with investing including the possible loss of principal. Past performance does 
not guarantee future results.

© AQR Funds are distributed by ALPS Distributors, Inc. AQR Capital Management, LLC is the Investment Manager of the Funds and a 
federally registered investment adviser. ALPS Distributors is not affiliated with AQR Capital Management or its affiliates.
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