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FIXED MATURITY PORTFOLIOS: AN EFFECTIVE COMBINATION 
The physical world is replete with examples of how combining things can create something special 
– the same can be true in the world of finance. Here, Janus Henderson Investors explores the 
potential benefits of a fixed maturity portfolio. 

Por Janus Henderson Investors  

 
 
Look around you and so many things are the result of a 
combination. Where would we be if oxygen and 
hydrogen weren’t combined to make water? Who wants 
to return to a world where heavy luggage had no 
wheels? 

 

In the financial world sometimes putting together 
different structures can provide investors with an 
appealing investment. Often this might involve a 
solution that mixes asset classes to offer a different 
risk/return profile but sometimes it is also about the 
structure of the vehicle itself.  

Seeking Predictability 

Many investors crave predictability. It is partly why the 
bond market exists. In buying a bond an investor 
essentially lends money for a set period – and providing 
the bond does not default – receives a specific income 
over the term of the bond and their principal back when 
the term ends (the maturity date).  

Investors value the predictability of steady income and 
the return of capital at a defined maturity date that a 
single bond offers. But this comes with a high degree of 
concentration risk – what if the bond defaults? 

Of course, an investor could turn to a bond fund, which 
would reduce single issuer risk by diversifying across a 
portfolio of bonds and comes with the comfort that the 
portfolio is being managed by professionals. However, 
these tend to be open-ended so the yield on the fund 
can vary over time and the capital value when the 
investor comes to divest is less certain.  

Potential benefits of a fixed maturity bond fund 

This is where a fixed maturity bond fund comes in. It 
combines the core features of a single bond (regular 
predictable coupon and fixed maturity date) with the key 
benefits offered by a fund (diversification across many 
bonds, together with security selection and monitoring 
from investment professionals). 
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Source: Janus Henderson investors, 31 May 2023. For illustrative 
purposes only. 

A fixed maturity bond fund has a finite life (typically in 
the three to five-year time frame), so investors know 
when to expect a return of capital. Moreover, with 
investments mostly made during the initial investment 
period, this helps to lock in yields, offering protection 
against potential falls in interest rates. This helps 
provide visibility around the fund’s potential return and 
means duration risk (interest rate sensitivity) is low and 
declines as the fund approaches maturity.  

Fixed maturity products are designed to be held to 
maturity and investors should be prepared to remain 
invested for the term of the fund. Normally, to help 
protect remaining investors in the portfolio, there is a 
fee applied to any investor who redeems before the 
maturity date.  

Key considerations 

Ultimately, the most critical elements to assess a fixed 
maturity bond fund are the level of income generation 
and the sustainability of the coupon and capital.  

Credit risk and reinvestment risk are the two of the 
biggest threats to income on a fixed maturity bond fund. 
Credit losses could potentially endanger the level of 
income paid out and the final maturity payment, so it is 
important to employ a manager with deep credit 
expertise. Similarly, consideration needs to be given to 
reinvestment risk as coupons and maturities come due 
and need to be reinvested later in the fund’s life, 
potentially at lower yields. To help reduce reinvestment 
risk, a manager can keep callable bonds to a small 
proportion of the fund and invest in bonds with 
maturities that closely align to the term of the fund.  

This is where a management team with experience in 
constructing and managing this type of portfolio is key. 
A global research footprint can help source the best 
opportunities, which may mean including some high 
yield alongside investment grade to exploit price 
inefficiencies and enhance yield.  

A dynamic approach 

Within Janus Henderson we advocate a more active 
investment process than a typical “buy and hold to 
maturity” approach, which can be termed “buy and 
actively manage”. It can be thought of as combining two 
elements:  

• Buy component: This refers to establishing 
the portfolio, setting the base for a strategy and 
target yield. This is where access to suitable 
investments and fundamental credit analysis 
comes into play. 

• Active component: This refers to on-going 
surveillance and risk monitoring to ensure the 
portfolio is robust and continues to deliver to 
expectations.  

We believe this “buy and active” approach is a potential 
differentiator to typical fixed maturity bond funds. When 
managing these funds, we are essentially looking for 
the most efficient and reliable way to get a consistent 
yield for our clients over time. Building a robust bond 
portfolio upfront is hugely important but circumstances 
change and in our view the ability to be dynamic through 
our more active approach can be beneficial in avoiding 
problem credits and defending income. 

Taken together, we believe fixed maturity bond funds 
can offer investors an appealing combination of income, 
diversification and a known maturity date.  

 

Nota (CFA Society Chile) 

Según información pública, Janus Henderson Investors está 
actualmente en la fase de suscripción del fondo Fixed 
Maturity Bond Fund (USD) 2027 (fecha de cierre: 10 de 
agosto de 2023; ver más información en: 
https://www.janushenderson.com/en-
us/offshore/product/fixed-maturity-bond-fund-usd-2027/).  

CFA Society Chile distribuye este artículo como "contenido de 
Sponsor" con fines exclusivamente informativos. El Comité 
Editorial y Medios de CFA Society no estuvo involucrado en 
la redacción del presente artículo, y tanto este comité como 
CFA Society Chile declaran que la presentación de este 
artículo no constituye una recomendación de compra de este 
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u otros productos de inversión distribuidos por Janus 
Henderson Investors. 

Important information (Janus Henderson Inc.) 

The views presented are as of the date published. They are 
for information purposes only and should not be used or 
construed as investment, legal or tax advice or as an offer to 
sell, a solicitation of an offer to buy, or a recommendation to 
buy, sell or hold any security, investment strategy or market 
sector. Nothing in this material shall be deemed to be a direct 
or indirect provision of investment management services 
specific to any client requirements. Opinions and examples 
are meant as an illustration of broader themes, are not an 
indication of trading intent, are subject to change and may not 
reflect the views of others in the organization. It is not intended 
to indicate or imply that any illustration/example mentioned is 
now or was ever held in any portfolio. No forecasts can be 
guaranteed and there is no guarantee that the information 
supplied is complete or timely, nor are there any warranties 
with regard to the results obtained from its use. Janus 
Henderson Investors is the source of data unless otherwise 
indicated, and has reasonable belief to rely on information and 
data sourced from third parties. Past performance does not 
predict future returns. Investing involves risk, including the 
possible loss of principal and fluctuation of value. 

Not all products or services are available in all jurisdictions. 
This material or information contained in it may be restricted 
by law, may not be reproduced or referred to without express 
written permission or used in any jurisdiction or circumstance 
in which its use would be unlawful. Janus Henderson is not 
responsible for any unlawful distribution of this material to any 
third parties, in whole or in part. The contents of this material 
have not been approved or endorsed by any regulatory 
agency.  

Outside of the U.S.: For use only by institutional, professional, 
qualified and sophisticated investors, qualified distributors, 
wholesale investors and wholesale clients as defined by the 
applicable jurisdiction. Not for public viewing or distribution. 
Marketing Communication. 

Janus Henderson Investors is the name under which 
investment products and services are provided by the entities 
identified in the following jurisdictions: (a) Europe by Janus 
Henderson Investors International Limited (reg no. 3594615), 
Janus Henderson Investors UK   Limited (reg. no. 906355), 
Janus Henderson Fund Management UK Limited (reg. no. 
2678531), Henderson Equity Partners Limited (reg. 
no.2606646), (each registered in England and  Wales at 201 

Bishopsgate, London EC2M 3AE and regulated by the 
Financial  Conduct Authority) and Janus Henderson Investors 
Europe S.A. (reg no. B22848 at 2 Rue de Bitbourg, L-1273, 
Luxembourg and regulated by the Commission de 
Surveillance du Secteur Financier); (b) the U.S. by SEC 
registered investment advisers that are subsidiaries of Janus 
Henderson Group plc; (c) Canada through Janus Henderson 
Investors US LLC only to institutional investors in certain 
jurisdictions; (d) Singapore by Janus Henderson Investors 
(Singapore) Limited (Co. registration no. 199700782N). This 
advertisement or publication has not been reviewed by 
Monetary Authority of Singapore; (e) Hong Kong by Janus 
Henderson Investors Hong Kong Limited. This material has 
not been reviewed by the Securities and Futures Commission 
of Hong Kong;  (f) South Korea by Janus Henderson Investors 
(Singapore) Limited only to Qualified Professional Investors 
(as defined in the Financial Investment Services and Capital 
Market Act and its sub-regulations); (g) Japan by Janus 
Henderson Investors (Japan) Limited, regulated by Financial 
Services Agency and registered as a Financial Instruments 
Firm conducting Investment Management Business, 
Investment Advisory and Agency Business and Type II 
Financial Instruments Business; (h) Australia and New 
Zealand by Janus Henderson Investors (Australia) Limited 
(ABN 47 124 279 518) and its related bodies corporate 
including Janus Henderson Investors (Australia) Institutional 
Funds Management Limited (ABN 16 165 119 531, AFSL 
444266) and Janus Henderson Investors (Australia) Funds 
Management Limited (ABN 43 164 177 244, AFSL 444268); 
(i) the Middle East by Janus Henderson Investors 
International Limited, regulated by the Dubai Financial 
Services Authority as a Representative Office. This document 
relates to a financial product which is not subject to any form 
of regulation or approval by the Dubai Financial Services 
Authority ("DFSA"). The DFSA has no responsibility for 
reviewing or verifying any prospectus or other documents in 
connection with this financial product. Accordingly, the DFSA 
has not approved this document or any other associated 
documents nor taken any steps to verify the information set 
out in this document, and has no responsibility for it. The 
financial product to which this document relates may be 
illiquid and/or subject to restrictions on its resale. Prospective 
purchasers should conduct their own due diligence on the 
financial product . If you do not understand the contents of this 
document you should consult an authorised financial adviser. 
No transactions will be concluded in the Middle East and any 
enquiries should be made to Janus Henderson. We may 
record telephone calls for our mutual protection, to improve 
customer service and for regulatory record keeping purposes. 
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