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MANAGER 
INSIGHT

By the Loomis Sayles Investment Grade Buy & Maintain Team

Buy & Maintain: Understanding Loomis 
Sayles' Approach for Investment Grade 
Corporates 

Who is Buy & Maintain suitable for?

In our view, buy & maintain mandates may be the right solution for 
institutional investors with one or more of the following investment needs:

• Specific yield target

• Cash flow matching

• Low turnover to meet regulatory, accounting, hedging or tax requirements 

We believe what sets buy & maintain portfolios apart in the spectrum of 
corporate bond strategies are their benchmark agnostic construction, heavy 
focus on credit migration and default, low turnover and highly significant 
customization (see page three: Buy & Maintain Portfolios in the Spectrum of 
Corporate Bond Strategies). Buy & maintain mandates seek to provide a  
cost-effective method to achieve steady income potential through  
well-diversified portfolios that consist of fundamentally sound credits typically 
capable of generating the necessary cash-flow patterns. The success of these 
strategies relies heavily on the skill and experience of portfolio managers, 
research analysts and traders working closely together. 

@loomissayles

KEY TAKEWAYS

• Buy & maintain corporate 
bond strategies can be suited 
to provide steady income 
for institutional investors 
who are focused on capital 
preservation with specific 
yield objectives and/or 
defined cash-flow needs. 

• Diligent credit selection 
and diversified portfolio 
construction at inception can 
be significant determinants 
of success in buy & maintain 
mandates, making the 
expertise of portfolio 
managers, analysts and 
traders critical.

• Proactive maintenance of 
a quality portfolio is an 
important part of maintaining 
target income and keeping a 
portfolio’s risk profile in line 
with client requirements.
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What are the Key Characteristics of a Buy & Maintain Mandate?

BENCHMARK AGNOSTIC 
Since fixed income benchmarks are market-capitalization weighted, companies and industries 
with the most debt have a higher weighting in the index. Unlike benchmark-relative 
portfolios, buy & maintain mandates are not usually tied to such allocations and therefore 
do not favor companies or industries with large amounts of debt outstanding. This can allow 
more diversified portfolio construction across issuers and industries.

For some buy & maintain mandates, clients may identify a starting benchmark to help 
determine their yield or spread objective; however, benchmarks are not typically used as a 
performance measure.

LOWER TURNOVER
Most buy & maintain mandates trade less frequently due to constraints such as gain/loss 
considerations, long-term currency hedges, need to maintain target yield or other accounting 
constraints. Given the longer investment horizon for these mandates, maintaining higher 
liquidity is typically less important. This allows the portfolio managers to favor attractive, 
albeit at times less liquid issues and potentially harvest an additional liquidity premium over 
the investment horizon.

LONG-TERM FUNDAMENTAL FOCUS
Near-term volatility of issuers or industries can be less of a concern, whereas credit-quality 
migration in the long term takes on more importance. During credit selection, additional 
criteria to consider may include business viability given technological disruptions and shifting 
demographics, barriers to entry and macro-economic secular risks. This allows portfolio 
managers to focus more on long-term fundamental risk as opposed to short-term relative-
value dislocations.

HIGHLY CUSTOMIZED
These portfolios typically have a yield or spread focus and are targeted toward long-term 
holdings with minimal possible credit risk. They can be customized to clients’ investment 
guidelines and are often constructed to meet specific cash-flow needs, turnover limitations, 
duration and quality objectives. 
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*Typically less than 10% if cash flow schedule is fixed and portfolio duration rolls down, and less than 50% if a constant duration is 
maintained  
**Typically less than 10% if portfolio duration rolls down, and less than 25% if a constant duration is maintained 
*** +/- 1 year of the index.

Classifications are considered typical for the style. Other industry investment personnel may have different views and assumptions. 
Descriptions assume normal market conditions. 

There is no guarantee that the investment objective will be realized or that the strategy will generate positive or excess return.

PASSIVE CASH FLOW 
MATCHED

BUY & 
MAINTAIN

LOW 
TURNOVER ACTIVE

OBJECTIVE

Seeks to provide 
a return and 
volatility to 

closely match an 
index

Seeks to meet 
future liabilities 

through cash flow 
matching

Seeks to achieve 
a specific yield/
return target 

within maturity 
parameters

Seeks to 
outperform an 

index while 
limiting capital 
gains and losses 

from transactions

Emphasizes long 
term total return 

potential

RETURN POTENTIAL Similar to index Index agnostic Index agnostic Index + alpha Index + alpha

TURNOVER Similar to index Typically less than 
10%*

Typically less than 
10%**

Typically between 
50-75% per year

Typically greater 
than 100%  

per year

NEED FOR BOND 
LIQUIDITY Higher Lower Lower Moderate Higher

REALIZED INTEREST RATE 
SENSITIVITY Similar to index Lower Lower Moderate Moderate***

RISK TOLERANCE Similar to index Client directed Client directed Relative to index Relative to index

FEES Lower Low to Moderate Low to Moderate Moderate Higher

USE OF DEEP CREDIT 
RESEARCH

None Higher Higher Higher Higher

Buy & Maintain Portfolios in the Spectrum of Corporate Bond 
Strategies
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CREDIT

CUSTOMIZATION CONSTRUCTION

EXPERTISE in assessing corporate credit  
risk through the life of the portfolio

PARTNER with clients to 
design customized solutions

BUY &  
MAINTAIN 

FOCUS

PROPRIETARY portfolio 
construction framework  
optimizes risk and yield targets

CREDIT

Given that a buy & maintain portfolio is not constructed for frequent trading and repositioning, 
a high level of care and diligence in credit selection is critical at portfolio inception. The primary 
risks to a customized buy & maintain portfolio are factors that could impede meeting a client’s 
objectives—forced sales and defaults that result from credit migration. For clients with specific 
guidelines on downgrade-based selling, portfolios may realize steep losses from forced sales. 
Issuer defaults could lead to a permanent loss of capital and a lower-than-target portfolio yield.
Given these potential risks, Loomis Sayles built its buy & maintain discipline on its 
longstanding strength—credit analysis. Loomis Sayles has been rating credits since 1926 and its 
career credit-research team covers 98% of the Bloomberg Barclay’s Corporate Universe. Rigorous 
and fundamentally driven credit analysis is the cornerstone of our investment philosophy and a 
driving force behind our strong investment performance. 

Our team of analysts has the expertise to determine forward looking ratings that may take into 
account not only current credit metrics, but projected longer-term fundamentals that are key 
for long-horizon buy & maintain portfolios. These include but are not limited to factors such as 
cash-flow stability, barriers to entry, secular industry headwinds and management quality. The 
portfolio management team continues to monitor the credit quality of the portfolios beyond 
inception and exercises a sell discipline that seeks to proactively reduce exposure to issuers with 
risks skewed to the downside.

The Loomis Sayles Buy & Maintain Discipline

The core tenet of the Loomis Sayles Buy & Maintain Investment Grade Corporate Bond 
Strategy is to seek attractive yield while minimizing credit risk. We do so by investing in a 
fundamentally robust, diversified portfolio where each bond is carefully selected to reflect 
long-term risk and return. We believe the expertise we bring to credit selection, portfolio 
construction and customization sets our strategy apart (see exhibit below).
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CONSTRUCTION

Building portfolios that can withstand the peaks and valleys of economic and credit cycles 
requires an expert and experienced investment management team that can weave together top-
down macroeconomic themes with bottom-up security selection. The buy & maintain portfolio 
managers use their deep knowledge of the properties of credit risk and default phenomena to 
analyze, select and size issuers and industries judiciously. Our team makes critical decisions to 
limit exposure to issuers, sovereigns or industries that appear to offer unattractive, long-term risk-
adjusted yield.  
 
Loomis Sayles has spent years developing a proprietary portfolio-construction platform that takes 
into consideration client guidelines, internal credit ratings and outlooks as well as specific buy 
& maintain liquidity and risk parameters to assist in constructing optimal portfolios that can 
balance return with risk. The portfolio management team scrutinizes the credit worthiness of all 
issuers and ensures that the portfolio is well diversified across factors such as industries, countries/
region, quality, and capital structure. 

CUSTOMIZATION

Buy & maintain mandates tend to be highly customized. We have partnered with clients across 
a spectrum of risk-and-return objectives to meet their individual needs. We are able to customize 
mandates to help accommodate specific yield or spread requirements, cash-flow needs, average-
quality guidelines, regulatory restrictions, gain/loss restrictions, environmental, social and 
governance (ESG) factors and other client-specific guidelines. See Appendix for a broad overview 
of customization we have provided for clients.

What is Maintain?
A buy & maintain mandate requires a high level of monitoring and maintenance. Loomis Sayles 
portfolio managers focus on preserving the optimal risk profile and yield target based on the 
original risk-return target and turnover guideline. 

As part of our maintenance process, we constantly monitor the credit worthiness of each 
portfolio holding and proactively identify holdings that present material downside risk. For such 
holdings, the portfolio management team works closely with the credit research analysts and 
traders to perform detailed scenario analysis to estimate expected downside. The probability of 
default, while low for investment-grade credits, could rise sharply if quality declines and/or the 
investment horizon extends. We work with our clients during portfolio funding to determine a 
relevant downgrade bucket as well as appropriate parameters for a sell discipline. We are sensitive 
to the impact of realizing losses in the portfolio and thoroughly review each credit before taking 
action.

We exercise the same level of diligence when participating in tenders and exchanges. For 
mandates that allow reinvestment, we seek to find the best available opportunities to rebalance 
risk and enhance potential yield relative to hedging costs when necessary. We also may consider 
participating in the new-issue market to take advantage of potential attractive entry points for 
reinvesting. 
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Conclusion
There are a variety of investment objectives that may prompt institutional investors to seek 
low-turnover, yield-focused investment strategies with long-term horizons and measured credit 
risk. We believe a buy & maintain strategy is a strong alternative for such investors because 
it can provide custom portfolios aligned with their guidelines, delivered with cost efficiency. 
Loomis Sayles’ approach to custom buy & maintain portfolios is differentiated by its seasoned 
professionals who create diversified portfolios underpinned by rigorous research.

PORTFOLIO 
DESIGN

PORTFOLIO 
CONSTRUCTION

INVESTMENT 
TEAM REVIEW

RAMP-UP

MAINTENANCE

Incorporate client objectives and guidelines, LS strategy, and the 
available universe to create the portfolio parameters

View the potential risk /return spectrum via portfolio optimization

Review issuers and portfolio characteristics for the best fit to portfolio 
design. Re-run portfolio construction step to optimize the final 
portfolio

Establish and constantly monitor timeline, goals and execution margin 
for funding

Monitor credit worthiness of holdings, review quality and 
characteristics for shifts or deterioration. Deploy available cash into 
best available opportunities

1

2

3

4

5

OBJECTIVE TEAM INVOLVEMENT

QRRA

Trading Desk

Credit Research

Investment Team

QRRA

Trading Desk

Credit Research

Investment Team

QRRA

Trading Desk

Credit Research

Investment Team

QRRA

Trading Desk

Credit Research

Investment Team

QRRA

Trading Desk

Credit Research

Investment Team

STEP

Continuous Collaboration of Investment Professionals Throughout Investment Process
Our tenured buy & maintain portfolio management team has an average of 28 years of investment industry experience. 
We believe our key to success has been our deep understanding of credit as well as close collaboration across our 
investment team, credit, quantitative and macro research analysts and traders. We have proprietary tools and platforms to 
construct, manage and effectively measure bespoke portfolios. We strategically partner with our clients through all phases 
of the portfolio providing ongoing, tailored and dedicated client service.

QRRA stands for Quantitative Risk Research & Analysis.
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PORTFOLIO 
DESIGN

Allow unique guidelines and customization for clients: 

• Extensive restricted issuer lists
• ESG-related
• Risk/return objectives
• Removal of “large” or “common” issuers widely held by the client

PORTFOLIO 
CONSTRUCTION

Interactive dialogue to set up appropriate portfolio guidelines, including: 

• Inclusion of a downgrade bucket
• Emerging market and/or country of risk exposure
• Allowance for 144A securities

INVESTMENT 
TEAM REVIEW

Complete a thorough review to identify: 

• Absolute and relative exposures at industry, issuer and issue levels
• Issuers with potential headline risk
• M&A candidates that may require a new combined maximum exposure

RAMP-UP

Fund portfolios under different market conditions and various client-mandated requests, including: 

• Very short periods for portfolio ramp-up
• Near US holidays

• Early trading windows to accommodate the clients’ hedging window and the time difference in Europe

Appendix: Loomis Sayles Buy & Maintain Portfolio Customization Examples



FEBRUARY 2019 8For Institutional and Investment Professional Use Only. Not For Further Distribution.

One Financial Center Boston, MA 02111 www.loomissayles.com

Disclosure
Diversification does not ensure a profit or guarantee against a loss. 

This article is provided for informational purposes only and should not be construed as investment advice. Any opinions 
or forecasts contained herein reflect the subjective judgments and assumptions of the authors only and do not necessarily 
reflect the views of Loomis, Sayles & Company, L.P. Other industry analysts and investment personnel, including those 
within Loomis Sayles, may have different views and assumptions. Investment recommendations may be inconsistent with 
these opinions. There can be no assurance that developments will transpire as forecasted and actual results will be different. 
Data and analysis do not represent the actual or expected future performance of any investment product. We believe 
the information, including that obtained from outside sources, to be correct, but we cannot guarantee its accuracy. This 
information is subject to change at any time without notice. 

Past performance is no guarantee of future results.

LS Loomis | Sayles is a trademark of Loomis, Sayles & Company, L.P. registered in the U.S. Patent and Trademark Office.PRAMILA AGRAWAL, CFA, PHD
Vice President, Portfolio Manager 

THE TEAM

MALR022959

CAROL EMBREE, CFA
Vice President, Portfolio Manager 

RICHARD RACZKOWSKI 
Vice President, Portfolio Manager 

KURT WAGNER, CFA, CIC
Vice President, Portfolio Manager 



Additional Notes

This material has been provided for information purposes only to investment service providers or other Professional Clients, 
Qualified or Institutional Investors and, when required by local regulation, only at their written request.  This material must not be 
used with Retail Investors. 
In the E.U. (outside of the UK and France): Provided by Natixis Investment Managers S.A. or one of its branch offices listed 
below. Natixis Investment Managers S.A. is a Luxembourg management company that is authorized by the Commission de 
Surveillance du Secteur Financier and is incorporated under Luxembourg laws and registered under n. B 115843. Registered office 
of Natixis Investment Managers S.A.: 2, rue Jean Monnet, L-2180 Luxembourg, Grand Duchy of Luxembourg. Italy: Natixis 
Investment Managers S.A., Succursale Italiana (Bank of Italy Register of Italian Asset Management Companies no 23458.3). 
Registered office: Via Larga, 2 - 20122, Milan, Italy. Germany: Natixis Investment Managers S.A., Zweigniederlassung Deutschland 
(Registration number: HRB 88541). Registered office: Im Trutz Frankfurt 55, Westend Carrée, 7. Floor, Frankfurt am Main 60322, 
Germany. Netherlands: Natixis Investment Managers, Nederlands (Registration number 50774670). Registered office: Stadsplateau 
7, 3521AZ Utrecht, the Netherlands. Sweden: Natixis Investment Managers, Nordics Filial (Registration number 516405-9601 - 
Swedish Companies Registration Office). Registered office: Kungsgatan 48 5tr, Stockholm 111 35, Sweden. Spain: Natixis 
Investment Managers, Sucursal en España. Serrano n°90, 6th Floor, 28006, Madrid, Spain. 
In France: Provided by Natixis Investment Managers International – a portfolio management company authorized by the Autorité 
des Marchés Financiers (French Financial Markets Authority - AMF) under no. GP 90-009, and a public limited company (société 
anonyme) registered in the Paris Trade and Companies Register under no. 329 450 738. Registered office: 43 avenue Pierre Mendès 
France, 75013 Paris.
In Switzerland: Provided for information purposes only by Natixis Investment Managers, Switzerland Sàrl, Rue du Vieux Collège 10, 
1204 Geneva, Switzerland or its representative office in Zurich, Schweizergasse 6, 8001 Zürich. 
In the British Isles: Provided by Natixis Investment Managers UK Limited which is authorised and regulated by the UK Financial 
Conduct Authority (register no. 190258) - registered office: Natixis Investment Managers UK Limited, One Carter Lane, London, 
EC4V 5ER. When permitted, the distribution of this material is intended to be made to persons as described as follows: in the 
United Kingdom: this material is intended to be communicated to and/or directed at investment professionals and professional 
investors only; in Ireland: this material is intended to be communicated to and/or directed at professional investors only; in 
Guernsey: this material is intended to be communicated to and/or directed at only financial services providers which hold a license 
from the Guernsey Financial Services Commission; in Jersey: this material is intended to be communicated to and/or directed at 
professional investors only; in the Isle of Man: this material is intended to be communicated to and/or directed at only financial 
services providers which hold a license from the Isle of Man Financial Services Authority or insurers authorised under section 8 of 
the Insurance Act 2008. 
In the DIFC: Provided in and from the DIFC financial district by Natixis Investment Managers Middle East (DIFC Branch) which is 
regulated by the DFSA. Related financial products or services are only available to persons who have sufficient financial experience 
and understanding to participate in financial markets within the DIFC, and qualify as Professional Clients or Market Counterparties 
as defined by the DFSA. No other Person should act upon this material.  Registered office: Office 603 - Level 6, Currency House 
Tower 2, PO Box 118257, DIFC, Dubai, United Arab Emirates. 
In Japan: Provided by Natixis Investment Managers Japan Co., Ltd., Registration No.: Director-General of the Kanto Local Financial 
Bureau (kinsho) No. 425. Content of Business: The Company conducts discretionary asset management business and investment 
advisory and agency business as a Financial Instruments Business Operator. Registered address: 1-4-5, Roppongi, Minato-ku, 
Tokyo. 
In Taiwan: Provided by Natixis Investment Managers Securities Investment Consulting (Taipei) Co., Ltd., a Securities Investment 
Consulting Enterprise regulated by the Financial Supervisory Commission of the R.O.C. Registered address: 34F., No. 68, Sec. 5, 
Zhongxiao East Road, Xinyi Dist., Taipei City 11065, Taiwan (R.O.C.), license number 2018 FSC SICE No. 024, Tel. +886 2 8789 
2788.
In Singapore: Provided by Natixis Investment Managers Singapore (name registration no. 53102724D) to distributors and 
institutional investors for informational purposes only.  Natixis Investment Managers  Singapore is a division of Ostrum Asset 
Management Asia Limited (company registration no. 199801044D). Registered address of Natixis Investment Managers Singapore: 
5 Shenton Way, #22-05 UIC Building, Singapore 068808.
In Hong Kong: Provided by Natixis Investment Managers Hong Kong Limited to institutional/ corporate professional investors only. 
In Australia: Provided by Natixis Investment Managers Australia Pty Limited (ABN 60 088 786 289) (AFSL No. 246830) and is 
intended for the general information of financial advisers and wholesale clients only .  
In New Zealand: This document is intended for the general information of New Zealand wholesale investors only and does not 
constitute financial advice. This is not a regulated offer for the purposes of the Financial Markets Conduct Act 2013 (FMCA) and is 
only available to New Zealand investors who have certified that they meet the requirements in the FMCA for wholesale investors. 
Natixis Investment Managers Australia Pty Limited is not a registered financial service provider in New Zealand.
In Latin America: Provided by Natixis Investment Managers S.A. 
In Uruguay: Provided by Natixis Investment Managers Uruguay S.A., a duly registered investment advisor, authorised and 
supervised by the Central Bank of Uruguay. Office: San Lucar 1491, oficina 102B, Montevideo, Uruguay, CP 11500. The sale or offer 
of any units of a fund qualifies as a private placement pursuant to section 2 of Uruguayan law 18,627. 
In Colombia: Provided by Natixis Investment Managers S.A. Oficina de Representación (Colombia) to professional clients for 
informational purposes only as permitted under Decree 2555 of 2010. Any products, services or investments referred to herein are 
rendered exclusively outside of Colombia. This material does not constitute a public offering in Colombia and  is addressed to less 
than 100 specifically identified investors. 
In Mexico Provided by Natixis IM Mexico, S. de R.L. de C.V., which is not a regulated financial entity, securities intermediary, or an 
investment manager in terms of the Mexican Securities Market Law (Ley del Mercado de Valores) and is not registered with the 
Comisión Nacional Bancaria y de Valores (CNBV) or any other Mexican authority. Any products, services or investments referred to 
herein that require authorization or license are rendered exclusively outside of Mexico. While shares of certain ETFs may be listed in 
the Sistema Internacional de Cotizaciones (SIC), such listing does not represent a public offering of securities in Mexico, and 
therefore the accuracy of this information has not been confirmed by the CNBV. Natixis Investment Managers is an entity organized 
under the laws of France and is not authorized by or registered with the CNBV or any other Mexican authority. Any reference 
contained herein to “Investment Managers” is made to Natixis Investment Managers and/or any of its investment management 
subsidiaries, which are also not authorized by or registered with the CNBV or any other Mexican authority. 
The above referenced entities are business development units of Natixis Investment Managers, the holding company of a diverse 
line-up of specialised investment management and distribution entities worldwide. The investment management subsidiaries of 
Natixis Investment Managers conduct any regulated activities only in and from the jurisdictions in which they are licensed or 
authorized. Their services and the products they manage are not available to all investors in all jurisdictions. It is the responsibility 
of each investment service provider to ensure that the offering or sale of fund shares or third party investment services to its clients 
complies with the relevant national law. The provision of this material and/or reference to specific securities, sectors, or markets 
within this material does not constitute investment advice, or a recommendation or an offer to buy or to sell any security, or an 
offer of any regulated financial activity. Investors should consider the investment objectives, risks and expenses of any investment 
carefully before investing. The analyses, opinions, and certain of the investment themes and processes referenced herein represent 
the views of the portfolio manager(s) as of the date indicated. These, as well as the portfolio holdings and characteristics shown, are 
subject to change. There can be no assurance that developments will transpire as may be forecasted in this material. Past 
performance information presented is not indicative of future performance. Although Natixis Investment Managers believes the 
information provided in this material to be reliable, including that from third party sources, it does not guarantee the accuracy, 
adequacy, or completeness of such information. This material may not be distributed, published, or reproduced, in whole or in part.
All amounts shown are expressed in USD unless otherwise indicated.
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