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INTRODUCTION

Fixed Maturity Portfolios
Access

As clients continue to look for alternative ways to build income generating, diversified

Fixed Maturity Portfolios are an
attractive and unique way for
investors to access fixed income
markets

and efficient bond portfolios, Fixed Maturity Portfolios (FMPs), also known as term or

Diversification
Fixed Maturity Portfolios offer a
diversified portfolio of bonds while
maintaining the typical
characteristics of an individual
bond

Maturity

defined maturity trusts, have become an increasingly popular means for investors to
access fixed income markets.
Fixed Maturity Portfolios help investors build a diversified portfolio of bonds while
maintaining the typical characteristics of an individual bond – including periodic
coupons and return of principal upon maturity.
Individual bond investors are open to significant risks given the concentration of their
portfolio, including default and downgrade risk. Given these considerations, investors
could potentially benefit from these types of portfolios, which seek to complement
existing bond exposures as well as help mitigate volatility with professional
management and diversification.

Fixed Maturity Portfolios are a
buy, hold and maintain solution set
to mature at a specific
predetermined date

Similar to individual bonds, FMPs have a known maturity date, aim to generate
income along the way and target return of principal (+- market fluctuations/credit
events) at a specified maturity date while like traditional bond mutual funds aim to
provide greater diversification potential and reduced transaction costs vs. individual
bonds.

A broad universe of Fixed Income exposures
As FMPs have evolved over time, current offerings target different areas of the bond
market, including corporate, government, high-yield, and municipal securities. It is
important to understand that these products are fixed income investments and should
not be confused with asset allocation strategies such as target-maturity, target-date
or target-risk funds.

Key Structural Attributes

•

Term dated strategy: Buy, hold and maintain solution set to mature at a specific
predetermined date

•

Diversified: Designed to be a complement or alternative to solely holding
individual bonds

•

Income/credit-oriented: Aims to offer attractive yields, active credit monitoring
and lower volatility

•

Limited offering period: Only open for subscriptions during the asset gathering
period
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Portfolio framework
Even though FMPs share some similarities with both individual bonds and traditional bond mutual funds, there are
differences in their mechanics and behavior due to their hybrid structure.

1

Initial
offering
period

2

Investment
period

▪ Asset gathering period, investor subscriptions
▪ Investor subscriptions to remain in cash for this period

▪ Assets stabilization, no new capital allowed
▪ Portfolio ramp, and initial bond purchases executed
▪ Maintenance of bond positions; Investors receive regular coupon payments (i.e.
interest) on underlying bond exposures

▪ Assets gradually decrease
▪ Gradual disposition of portfolio assets
▪ Return of principal to investors reflecting any market impact

Post3 investment
period

Illustrative Investor Experience
Similar to owning an individual bond or a mutual fund, a fixed maturity portfolio may provide stability in income with a
reasonable degree of predictability over its life.
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This is an illustrative example only and is not meant to predict performance of any fund. Only certain share classes will
distribute Income. All others will be accumulating shares and not distribute Income.
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The role of Fixed Maturity Portfolios (FMPs)
● Seek to diversify and complement existing individual bond holdings: FMPs help investors build a diversified
portfolio of bonds while maintaining the typical characteristics of an individual bond including periodic coupons and
anticipated return of principal upon maturity. Given their unique structure, FMPs can serve as a transition tool for many
individual bond investors to thoughtfully move towards managed bond funds. Additionally by providing an alternative
way to manage duration and maturity exposures, investors are able to complement already existing exposures in
individual bonds and bond mutual funds with FMPs as well.

● Construct a bond ladder in an alternative way: Some investors build strategic fixed income allocations using series
of individual bonds across different maturities and then reinvest maturing proceeds into additional bonds. Investors may
believe that directly managing bond portfolios using strategies like bond ladders offers more control than using
traditional bond mutual funds; however, a downside of this approach is that diversification is often difficult to achieve.
Such an approach could potentially be enhanced through the use of FMPs with broader pools of capital to diversify
across multiple bonds in credit-sensitive areas of the fixed income market.

● Pre-fund future liabilities: When individual bonds and FMPs mature, they provide cash flow at a known point in time.
Traditional bond funds do not have a fixed maturity date, so the value of the fund at a future point is even more
uncertain. When an investor has a predetermined future spending need, and in particular if it is near-term, an individual
bond with a maturity date that matches this liability may be preferable to a traditional bond fund. Alternatively, investors
may pre-fund these known obligations using FMPs. There is some degree of variability in the amount that a FMP
returns at maturity; however, in these cases, FMPs may provide better cost-effective access to a more diversified
corporate, high-yield, or municipal bond portfolio than an investor could build on his or her own.

Conclusion
The role of FMPs will depend on an investor’s objectives and preferences. FMPs help investors to build a diversified
portfolio of bonds while maintaining the typical characteristics of both an individual bond and bond mutual funds. We
believe this unique hybrid structure helps investors with efficient portfolio management and diversification for a portion of a
client’s fixed income portfolio.
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All investments involve risk, including risk of losing principal.
In Latin America and Iberia, for institutional investors and financial intermediaries only (not for public distribution). This
material is for educational purposes only and does not constitute investment advice or an offer or solicitation to sell or a
solicitation of an offer to buy any shares of any fund or security and it is your responsibility to inform yourself of, and to observe,
all applicable laws and regulations of your relevant jurisdiction. If any funds are mentioned or inferred in this material, such funds
may not been registered with the securities regulators of Argentina, Brazil, Chile, Colombia, Mexico, Panama, Peru, Portugal,
Spain Uruguay or any other securities regulator in any Latin American or Iberian country and thus, may not be publicly offered in
any such countries. The securities regulators of any country within Latin America or Iberia have not confirmed the accuracy of any
information contained herein. No information discussed herein can be provided to the general public in Latin America or Iberia.
The contents of this material are strictly confidential and must not be passed to any third party. Diversification does not assure a
profit nor does it protect against loss of principal. Diversification among investment options and asset classes may help reduce
overall volatility. This material has been produced by BlackRock, Inc. for use by Third Party Distributors where they have the
appropriate authorization to market the products and use this material. BlackRock, Inc. takes no responsibility for this marketing
activity. This material is solely for educational purposes, and does not constitute investment advice, or an offer or solicitation to
sell or a solicitation of an offer to buy any shares of any fund (nor shall any such shares be offered or sold to any person) in any
jurisdiction in which an offer, solicitation, purchase or sale would be unlawful under the securities laws of that jurisdiction.
BlackRock is a trading name of BlackRock Investment Management (UK) Limited. © 2017 BlackRock, Inc. All Rights reserved.
BLACKROCK, BLACKROCK SOLUTIONS, iSHARES, SO WHAT DO I DO WITH MY MONEY, INVESTING FOR A NEW
WORLD, and BUILT FOR THESE TIMES are registered and unregistered trademarks of BlackRock, Inc. or its subsidiaries
in the United States and elsewhere. All other trademarks are those of their respective owners.
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