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UNCONSTRAINED FIXED INCOME STRATEGY COMMENTARY
Based on our macroeconomic outlook over a three to
five year period and our cyclical views from quarter to
quarter, we employ top-down strategies that focus on
yield curve positioning, volatility, and sector rotation.
We then utilize bottom-up analysis to drive our security
selection process and facilitate the identification of
undervalued securities with the potential for above
average income. We invest in securities that operate
across diversified sectors in the fixed income markets of
the United States, primarily those in U.S. dollar
denominated high yield and investment grade bonds,

including government securities, corporate bonds, and
mortgage- and asset-backed. Sources of added value:
Credit Analysis - We emphasize independent analysis
and do not rely on credit agencies.
Duration Risk - We avoid long, extreme duration
shifts generally operating within a moderate duration
range typically between two and four years.
High Income - Our research attempts to identify issues
paying above average income.
Risk Premium Management - We seek to attain an
attractive yield/spread in relation to a five-year treasury
within acceptable levels of portfolio risk.

PERFORMANCE COMMENTARY
In its June meeting the Federal Reserve left rates unchanged
keeping its benchmark interest rate within a target range of
2.25% to 2.50%. Despite inflation remaining near the
FOMC’s 2.0% target level and citing sustained expansionary
economic activity and strong labor market conditions, the
Fed expressed an increasing level of uncertainty on the
continuing strength and stability of the US economy
signaling the growing likelihood of instituting a rate cut in
the coming months. The yield curve, which began the
quarter modestly inverted, increased its inversion on the
short end with the 10-year note contracting approximately
40 bps over the quarter to a level of just 2.0%, 12 bps lower
than 3-month T-bills. Investment grade corporate bonds
performed the best in the broad based US fixed income
market during the quarter returning 4.5% followed by
Treasuries and Agencies which each generated returns of
approximately 3.0%.
The Unconstrained Fixed Income strategy returned 1.28%,
gross of fees, in the second quarter of 2019 lagging the
Barclays US Aggregate Bond and ICE BofAML US High
Yield indices by 180 bps and 188 bps respectively. Year-todate the Unconstrained Fixed Income strategy is up 6.66%,
gross of fees, outpacing the Barclays US Aggregate Bond
index by 55 bps, while continuing to trail the greater high
yield corporate bond market with the ICE BofAML US High
Yield index up 10.16% through the first two quarters of
2019.
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Top Ten Holdings

Weight

Tempur Sealy Int’l Inc. 5.625%

1.33%

CenturyLink, Inc. 6.750%

1.31%

Oppenheimer Hldgs Inc. 6.750%

1.30%

TreeHouse Foods, Inc. 4.875%

1.27%

Sonic Automotive, Inc. 5.000%

1.27%

Quad/Graphics Inc. 7.000%

1.26%

Suburban Propane Partners 5.500%

1.25%

Avis Budget Car Rental 5.500%

1.24%

Coeur Mining Inc. 5.875%

1.23%

Ingles Markets, Inc. 5.750%

1.23%
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DISCLOSURES
This report includes candid statements and observations regarding investment strategies, individual securities, and
economic and market conditions; however, there is no guarantee that these statements, opinions or forecasts will
prove to be correct. These comments may also include the expression of opinions that are speculative in nature and
should not be relied on as statements of fact. Altrius is committed to communicating with our investment partners as
candidly as possible because we believe our investors benefit from understanding our investment philosophy and
approach. Our views and opinions include “forward-looking statements” which may or may not be accurate over the
long term. Forward-looking statements can be identified by words like “believe,” “expect,” “anticipate,” or similar
expressions. You should not place undue reliance on forward-looking statements, which are current as of the date of
this report. We disclaim any obligation to update or alter any forward-looking statements, whether as a result of new
information, future events or otherwise. While we believe we have a reasonable basis for our appraisals and we have
confidence in our opinions, actual results may differ materially from those we anticipate.
The information provided in this material should not be considered a recommendation to buy, sell or hold any
particular security. The S&P 500® Index is an unmanaged index of 500 selected common stocks, most of which are
listed on the New York Stock Exchange. The Index is adjusted for dividends, weighted towards stocks with large
market capitalizations and represents approximately two-thirds of the total market value of all domestic common
stocks. The Russell 3000 Value Index is an unmanaged index commonly used as a benchmark to measure value
manager performance and characteristics. The Dow Jones U.S. Select Dividend Index is an unmanaged index
commonly used as a benchmark to measure dividend manager performance and characteristics. The Russell 2000
Index, the Russell 2000 Growth Index, and the Russell 2000 Value Index are unmanaged indices commonly used as
benchmarks to measure small cap manager performance and characteristics. The MSCI EAFE® Index is a free floatadjusted market capitalization index that is designed to measure developed market equity performance, excluding the
U.S. & Canada. The Barclays Capital U.S. Aggregate Bond Index and Bank of America Merrill Lynch US High
Yield Master II Total Return Index are unmanaged indices that are commonly used as benchmarks to measure fixed
income performance and characteristics. Index performance returns do not reflect any management fees, transaction
costs or expenses. Investments cannot be made directly in an index. Investments made with Altrius Capital
Management, Inc. are not deposits or obligations of any bank, are not guaranteed by any bank, are not
insured by the FDIC or any other agency, and involve investment risks, including possible loss of the
principal amount invested. Past performance is not a guarantee of future returns.
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