
 

January 9, 2018 

MBSM Agg Plus Alpha Dec 2017 returns - Optimal Portfolio of Fixed Income Funds 

Happy New Year! 

NEW! 

We now have both Institutional and Retail versions of our Agg Plus Alpha strategy. Both 
Fact Sheets are attached. These can be accessed from our website as well. 

This strategy creates a substitute for the Bloomberg Barclays Aggregate Index (and AGG ETF), 
by applying finance and statistics to create an optimal portfolio of Fixed Income Funds. This 
portfolio has the same standard deviation as the Agg, but generates Alpha and 
outperformance over the Agg, (while lowering Beta and correlations) making this Fixed 
Income strategy and portfolio compelling for CIOs and PMs that conduct Asset 
Allocation as part of their portfolio construction.  

Recent research from AQR has implied that fixed income managers outperform the Agg by 
taking on high yield exposure.  

We have replaced our Index benchmarks with ETF benchmarks, including HYG instead of a 
corporate bond ETF, to propose and demonstrate an alternative lower risk fixed income 
portfolio. 

Both our institutional and retail portfolios outperform the AGG (and most other bond 
indices and benchmark ETFs) in absolute terms with half the standard deviation, fewer 
drawdowns, and double the Sharpe Ratio! Our institutional portfolio outperforms HYG 
after fees, while the retail portfolio has outperformed HYG over a long period, but 
bracketed it during 2017. 

Of note is 13 straight months of positive returns for both versions, (ie 0 drawdowns in 
2017, in spite of rates rising), all "out-of-sample" from our modelling period (2012-2016). 

For researchers, these results should provide compelling proof that at least some Active 
Managers in Fixed Income can outperform ETFs in spite of higher fees. 

Summary of performance: 

 
  

Agg Plus Alpha 

Instutional (net) 

Agg Plus Alpha 

Retail (net) 
AGG ETF HYG ETF 

 
Dec 2017 0.26% 0.06% 0.47% 0.25% 

 
YTD 2017 6.47% 5.08% 3.55% 6.07% 

https://mbsmantrallc-dot-yamm-track.appspot.com/Redirect?ukey=1Ku0QyhNgr73nknJm8m5yP_LmYn7rjms1esB67tgFN3s-0&key=YAMMID-18028517&link=http%3A%2F%2Fmbsmantrallc.com%2Fdocuments.shtml


 
Drawdowns 2017 0 0 4 2 

 
Sharpe Ratio 1.9 1.5 0.3 0.7 

 
Standard Deviation 0.80% 0.77% 0.80% 1.60% 

      

 
Alpha to AGG 5.60% 4.50%     

 
Beta to AGG 0.4 0.5     

 
Correlation to AGG 0.5 0.5     

 
          

 
Alpha to HYG 5.10% 4.07%     

 
Beta to HYG 0.3 0.3     

 
Correlation to HYG 0.6 0.6     

We can also customize a bond fund portfolio based on desired risk, creating an optimal 
portfolio for any targeted standard deviation - the Efficient Frontier.  

Besides direct investors, this is also an ideal product for investment consultants, wealth 
managers, and others that are seeking Fixed Income Beta as part of an asset allocation 
process, but seek greater returns/Alpha than a broad market ETF. We can invest and manage 
this strategy on a sub-advisory basis. 

We can also provide this portfolio as a consulting service to Investment Consultants and 
independent Investment Managers that are seeking outperformance for their clients but need to 
execute in house. 

Please call with questions. 

Regards, Samir. 

 
Samir Shah 
President and CIO 
MBS Mantra, LLC (a CT Registered Investment Advisor) 
"Alpha Through Analysis" 
 
203-388-8356 P 
203-273-0360 C 
sshah@mbsmantrallc.com 
https://www.linkedin.com/in/samir-shah-6a9096a 
Please visit our website  www.mbsmantrallc.com for important disclosures. 

 

 

Important Notice - Disclaimer  
This overview is being provided to you by MBS Mantra, LLC (“MBS Mantra” or the “Firm” or the “Adviser”), for 

informational purposes only, on a confidential basis and is intended solely for use by the company or individual to 

whom it is being delivered. Potential investors are advised to request and carefully read and review MBS Mantra’s 

Firm Brochure (Form ADV Part 2), and other documents, if any, provided by MBS Mantra (the “Documents”).  

Under no circumstances should this overview be used or considered as an offer to sell, or a solicitation of any offer 

to buy, interests in any securities, funds, other financial products or investment strategies managed by MBS Mantra, 

nor shall it or its distribution form the basis of, or be relied upon in connection with, any contract for advisory 

services or otherwise.  

tel:(203)%20388-8356
tel:(203)%20273-0360
mailto:sshah@mbsmantrallc.com
https://www.linkedin.com/in/samir-shah-6a9096a
http://www.mbsmantrallc.com/


 

The information contained with this brochure has not been audited and is based upon estimates and assumptions. No 

reliance should be placed, for any purpose, on the information or opinions contained in this overview. The 

information contained in this brochure is based upon proprietary information of MBS Mantra and public 

information, but it may not be comprehensive, and it should not be interpreted as investment advice. No 

representation, warranty or undertaking, express or implied, is given as to the accuracy or completeness of the 

information or opinions contained in this overview by MBS Mantra or by its affiliates and any of their principals, 

members, managers, directors, officers, employees, contractors or representatives.  

 

Investors must make their own investment decisions based on their specific investment objectives and financial 

position. Charts, tables and graphs contained in this overview or in the Documents are not intended to be used to 

assist an investor in determining which securities to buy or sell or when to buy or sell securities. While this overview 

may contain past performance data, PAST PERFORMANCE IS NOT INDICATIVE OF FUTURE RESULTS, 

WHICH MAY VARY. There can be no assurance that any investment strategy will achieve its investment objective 

or avoid substantial or total losses. Except as required by law, MBS Mantra assumes no responsibility for the 

accuracy and completeness of any forward-looking statements. Further, MBS Mantra does not provide legal and tax 

advice; MBS Mantra recommends that investors consult with their own independent tax and legal advisers.  

 

Any example represents an actual trade made by Samir Shah, MBS Mantra’s principal, and/or MBS Mantra; any 

hypothetical represents a possible trade. None of the examples, whether actual or hypothetical, contained in this 

overview and the Documents should be viewed as representative of all trades made by MBS Mantra, but only as 

examples of the types of trades MBS Mantra expects to complete for its customers. None of the examples provided 

can in and of themselves be used to determine which securities to buy or sell, or when to buy or sell them. It should 

not be assumed that recommendations made in the future will be profitable or will equal the performance of the 

securities used as examples in these Documents. To the extent that this document contains statements about the 

future, such statements are forward looking and subject to a number of risks and uncertainties, including, but not 

limited to, the impact of competitive products, product demand and market risks, fluctuations in operating results 

and other risks. (A complete list of trades made by Samir Shah and/or MBS Mantra is available upon request.)  

 

This overview and all Documents provided by MBS Mantra should only be considered current as of the date of 

publication without regard to the date on which you may receive or access the information. MBS Mantra maintains 

the right to delete or modify the information without prior notice; MBS Mantra undertakes no obligation to update 

such information, including, but not limited to, any forward-looking statements, as of a more recent date, except as 

otherwise required by law. 

 


