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Thoughts from our Domestic Fixed Income Team

In the first half of 2022, fixed income markets experienced surprisingly large declines. Initially, concerns over elevated inflationary 
pressures and geopolitical events triggered expectations for higher interest rates, which weighed on fixed income valuations with 
longer durations. During the second quarter, credit concerns also began to surface as it became clear that the Federal Reserve 
sought even tighter monetary policy to tame the surging (and broadening) levels of inflation, even at the cost of potentially slowing 
down the economy. 

Throughout the quarter, the Consumer Price Index and Personal Consumption Expenditures Index increased to some of the highest
levels in the past 40 years1, and the Federal Reserve hiked interest rates by 50 bps and 75 bps in April and June, respectively, and 
signaling the need for the Federal Reserve to possibly hike more times this year. Moreover, in a statement made to Congress in June, 
Federal Reserve Chair Powell vowed that the committee’s commitment towards fighting inflation was “unconditional” and that price
stability would be prioritized over both employment and growth.2 Accordingly, the market implied Fed Funds Rate in December 
2022 increased to 3.4%, up from just 0.8% at the start of the year3, as markets reacted to the more hawkish outlook by the Federal 
Reserve. We believe expectations for the FOMC to hike interest rates higher and faster than previously expected not only caused the 
yield curve to move higher, however, but also increased the possibility of an economic slowdown or even a recession. As a result, 
credit spreads widened across the quality spectrum to reflect the growing levels of uncertainty.

Higher yields and wider credit spreads appear to have had the greatest impact on fixed income securities having longer durations
and lower quality credit ratings.  As such, the ICE BofA Preferred Securities Index underperformed Roosevelt’s preferred securities 
portfolio due to the Index’s longer duration, and greater spread duration, which indicate greater price sensitivity to changes in 
interest rates and credit spreads. Roosevelt’s Preferred Securities Portfolio declined 5.8% gross and 5.9% net in the second quarter, 
taking the first half performance to a decline of 9.5% gross and 9.7% net. The ICE BofA Preferred Securities Index, P0P1, (comprised 
of 40% institutional and 60% retail preferred securities) declined 7.7% and 13.9% in the second quarter and year-to-date, respectively. 

With respect to the credit quality of the portfolio, we believe the investment grade securities have a solid footing heading into a 
potential recessionary environment. At present, companies rated BBB- or better at the parent company level generally have some of 
the highest levels of interest coverage, and lowest levels of net leverage, that the group has had in recent years. In addition,
investment grade issuers tend to be larger, and more diversified in terms of business segment, putting them in a better position (in 
our view) to withstand potential cost pressures and/or declining profit margins in a recession. Furthermore, many companies have
“termed out” their debt in recent years by calling securities early and re-issuing them at lower costs and longer maturities, effectively 
reducing the chances of facing pressures from near-term funding needs. Therefore, based on the current interest rate environment
and our view of the resiliency of high-quality corporate issuers, we believe investing in preferred securities provides an attractive 
risk/reward today. 
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Due to the sharp selloff in fixed income markets year-to-date, we are now buying securities at considerably higher yields 
than at the start of the year. Average yields to worst on the ICE BofA Preferred Securities Index have reached the highest 
level in the past ten years (ex/March of 2020), and we are now able to re-invest proceeds at average yields to worst of 
over 6% in the portfolio. 



Over the past year the portfolio management team has sought to defensively position the portfolio for a volatile interest rate 
environment, generally tilting the portfolio towards fixed to floating rate coupons, higher fixed-rate (vs. lower fixed-rate) coupons, 
and a lower overall portfolio duration. While we continue to favor a mix of both fixed and fixed to floating rate coupon securities, 
given the increased chances of a recession we have taken additional steps to position for potentially lower yields. In recent months 
we have swapped out of some fixed-to-floating rate coupons that could have lower “adjustable” rates in the future (via their low
“float” spread) and into fixed to floating rate coupons with higher “float” spreads at which the adjustable coupon could reset. In 
addition, with the market now discounting a greater likelihood of rate cuts in 2023, we believe the portfolio’s very short duration may 
no longer be optimal. As such, we are aiming to slightly extend the average time before which securities reach their first call date. 
We intend to take a balanced approach in seeking high current income without taking on excess credit risk or making interest rate 
bets in either direction. As always, we continue to monitor geopolitical events and the macroeconomic environment as we seek 
attractive levels of income and capitalize on the opportunity to invest in higher yields.

Source:
1Https://www.bea.gov/data/personal-consumption-expenditures-price-index
2https://www.federalreserve.gov/monetarypolicy/files/20220617_mprfullreport.pdf
3https://www.cmegroup.com/markets/interest-rates/stirs/30-day-federal-fund.quotes.html
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1        Year (%) Since Inception (%)*

Preferred Securities Portfolio
Gross

-9.45 1.40

Preferred Securities Portfolio
Net

-9.74 0.82

ICE BAML Fixed Rate 
Preferred Securities Index 

-13.71 -1.20

https://www.federalreserve.gov/monetarypolicy/files/20220617_mprfullreport.pdf
https://www.cmegroup.com/markets/interest-rates/stirs/30-day-federal-fund.quotes.html


DISCLOSURES
Data provided by BLOOMBERG, additional disclosures below. We deem this to be a reliable source but cannot guarantee the accuracy and completeness. Account
minimums may apply. Actual holdings and yield results will vary based on economic conditions and other factors that Roosevelt cannot foresee at this time. Results shown
do not represent the deduction of advisory fees, brokerage or other commissions and other expenses an actual client would have paid. All investments have the potential
for loss.

All expressions of opinion reflect the judgment of Roosevelt Investments at this time and are subject to change. This material is not intended as an offer or solicitation to  
buy, hold or sell any financial instrument or investment advisory services. Information has been obtained from sources considered reliable, but we do not guarantee that  
the material presented is accurate or that it provides a complete description of the securities, markets or developments mentioned. We may, from time to time, have a  
position in the securities mentioned and may execute transactions that may not be consistent with this communication’s conclusions.

Our current disclosure statement is set forth on our Form ADV Part 2, available for your review upon request, and on our website, www.rooseveltinvestments.com. Our  
Form CRS is also available for your review upon request, and on our website. These comments were created as per client request. Stated yields are not a guarantee of future  
yields. Past performance is not a guarantee of future results. Roosevelt Investments is solely responsible for the content of its website. The sponsor/broker dealer firm has  
not reviewed or verified the accuracy or completeness of its content and is not responsible for any statements included therein.

INVESTMENT PRODUCTS: NOT FDIC INSURED • NO BANK GUARANTEE • MAY LOSE VALUE .

Data provided by BLOOMBERG - The BLOOMBERG PROFESSIONAL service, BLOOMBERG Data and BLOOMBERG Order Management Systems (the 'Services') are owned
and distributed locally by Bloomberg Finance L.P. ('BFLP') and its subsidiaries in all jurisdictions other than Argentina, Bermuda, China, India, Japan and Korea (the 'BLP
Countries'). BFLP is a wholly-owned subsidiary of Bloomberg
L.P. ('BLP'). BLP provides BFLP with all global marketing and operational support and service for the Services and distributes the Services either directly or through a non-
BFLP subsidiary in the BLP Countries. The Services include electronic trading and order- routing services, which are available only to sophisticated institutional investors  
and only where necessary legal clearances have been obtained. BFLP, BLP and their affiliates do not provide investment advice or guarantee the accuracy of prices or  
information in the Services. Nothing on the Services shall constitute an offering of financial instruments by BFLP, BLP or their affiliates. BLOOMBERG, BLOOMBERG  
PROFESSIONAL, BLOOMBERG MARKET, BLOOMBERG NEWS, BLOOMBERG ANYWHERE, BLOOMBERG TRADEBOOK, BLOOMBERG BONDTRADER, BLOOMBERG TELEVISION,  
BLOOMBERG RADIO, BLOOMBERG PRESS and BLOOMBERG.COM are trademarks and service marks of BFLP, a Delaware limited partnership, or its subsidiaries.
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Year

Annual  
Performance  

Results  
Composite

Annual  
Performance  

Results  
Composite Benchmark Composite Number of

% of  
Non-

Composite  
Assets  
(USD)

Total
Firm
Assets

3 YEAR  
STD

Composite

3 YEAR  
STD

Benchmk

End
Pure Gross  

(Supplemental) Net Return Dispersion Accounts
Fee-

Paying (millions) (millions)
2021 1.91% 1.33% 2.24% N.A. 2 1 0% 113 3,435 N.A.1 N.A. 1

2020 9.03% 8.38% 6.95% N.A. 2 1 0% 64 2,938 N.A.1 N.A. 1

2019* 3.39% 3.25% 2.67% ** 1 0% 4 2,698 N.A.1 N.A. 1

*Composite and benchmark performance are for the period September 1, 2019 through December 31, 2019. **Composite dispersion is not presented for the partial year.
1. - The three-year annualized standard deviation is not presented due to less than 36 months of composite and benchmark data.
2. - Information is not statistically meaningful due to an insufficient number of portfolios in the composite for the entireyear.

The Roosevelt Investment Group, LLC (TRIG) claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report 
in  compliance with the GIPS standards. TRIG has been independently verified for the periods January 1, 2004 through December 31, 2019. The verification report is 
available  upon request.
A firm that claims compliance with the GIPS standards must establish policies and procedures for complying with all the applicable requirements of the GIPS standards.  
Verification provides assurance on whether the firm’s policies and procedures related to composite and pooled fund maintenance, as well as the calculation, presentation, 
and  distribution of performance, have been designed in compliance with the GIPS standards and have been implemented on a firm-wide basis. Verification does not 
provide  assurance on the accuracy of any specific performance report. TRIG is an investment adviser registered with the Securities and Exchange Commission under the 
Investment Advisers act of 1940. The Roosevelt Preferred Securities Portfolio is an enhanced yield and liquidity management solution for use in the context of a fixed 
income asset allocation for U.S. taxable or  non-taxable investors. The portfolio consists of $1,000 par value institutional fixed to floating rate preferred securities, as well as 
$25 par value retail preferred securities  benchmarked to the secured overnight financing rate (SOFR), and 5–10-year constant maturity treasury rate (CMT). The strategy is 
diversified across issuers and sectors,  although a majority of holdings are in the financial sector, consistent with the preferred securities market. For comparison purposes 
the composite is measured against the ICE  BofAML Fixed Rate Preferred Securities Index. The ICE BofA Fixed Rate Preferred Securities Index tracks the performance of 
fixed rate US dollar denominated preferred  securities issued in the US domestic market. Qualifying securities must have an investment grade rating (based on an average of 
Moody’s, S&P and Fitch) and must have an investment grade rated country of risk (based on an average of Moody’s, S&P and Fitch foreign currency long term sovereign 
debt ratings). Index constituents are market  capitalization weighted. Unlike the index, the strategy is actively managed and may include substantially fewer securities than 
the number of securities comprising the indexes,  and may have volatility, investment and other characteristics that differ from the strategy. Returns presented are time-
weighted returns. Valuations are computed and performance is reported in US dollars. Pure gross returns are shown as supplemental information, include the reinvestment 
of all income and do not include investment management fees, custodial fees or transaction  costs. Net returns include the reinvestment of all income and are reduced by the 
actual, entire SMA fee charged to the client. SMA fees include transaction costs, investment  management fees and custodial fees. SMA fees vary across SMA sponsors, 
generally ranging between 1.0% and 3.0% of total assets under management. TRIG receives a  portion of this fee for investment management services provided. SMA fee 
schedules are provided by independent SMA sponsors and are available upon request from the  respective SMA sponsor. The average investment management fee schedule 
for the composite is 0.25%. Actual investment advisory fees incurred by clients may vary.
Additional information on TRIG’s investment management fees can be found on its Form ADV, Part II Policies for valuing investments, calculating performance, and preparing 
GIPS reports are available upon request.  A list of composite descriptions is available upon request. The Roosevelt Preferred Securities Portfolio SMA Composite was created 
on January 22, 2021 and has an inception date of September 1, 2019. Internal dispersion is calculated using the asset-weighted standard deviation of annual net returns of those 
portfolios that were included in the composite for the entire year (“n.a”  appears if there are less than 5 accounts present for the entire year). The three-year annualized standard 
deviation measures the variability of the composite returns and the benchmark returns over the preceding 36-month period and is calculated  utilizing asset-weighted annual 
gross returns. Results are based on fully discretionary accounts under management, including those accounts no longer with the firm. The Number of Accounts and Composite 
Assets columns  include only the accounts that were in the composite at the end of the year. Past performance is not indicative of future results. GIPS® is a registered trademark 
of CFA Institute. CFA Institute does not endorse or promote this organization, nor does it warrant the accuracy or quality of the content  contained herein.

The Roosevelt Investment Group, LLC
ROOSEVELT PREFERRED SECURITIES PORTFOLIO (SMA) COMPOSITE  

GIPS COMPOSITE REPORT


	Slide Number 1
	Slide Number 2
	Slide Number 3
	Slide Number 4
	Slide Number 5

