
The Winter Olympics began this weekend in Beijing, and not without geopolitical drama. With some western countries 

diplomatically boycotting the Olympics, and Russia encroaching upon Ukraine’s sovereignty, the political dynamics during the 

next few weeks might be as entertaining as the hockey and skiing competitions. In this volatile market environment for equities 

and fixed income, and public and private assets, we thought a current look at the asset market medal stand made sense—our 

optimization models point toward relative value in a variety of niches in the income universe.

Let The Games Begin

Senior loans deserve a place atop the podium. As part of a diversified income portfolio, an allocation to loans via exchange-traded 

funds (ETFs) or closed-end funds (CEFs), offers yield, low interest rate risk and good diversification. In most of the large liquid loan 

ETFs, the underlying holdings are first lien and at the top of the capital stack—a good place to be in an uncertain environment. 

The high quality loan ETFs can yield close to 4%, with no interest rate risk. The demand for loans remains high as the Collateralized 

Loan Obligation (CLO) machine continues to buy up loan products and loan spreads continue to hover about 1% more than high 

yield bonds. Loan ETFs or CEFs are a good addition to a well-diversified optimal income portfolio.

Gold Medal

Business Development Corporations (BDCs) are liquid publicly traded entities that hold assets of primarily middle market loans. 

BDCs were established to encourage financing of a previously overlooked part of the economy (middle market companies), and 

these public entities must pay out the majority of their earnings as dividends. Well run BDCs (there are close to 40 that are 

publicly traded) offer annualized yields of anywhere from 6-11%. As BDCs are comprised of floating rate loans, they offer income 

without interest rate risk. As yields move higher with the Federal Reserve embarking on a rate hike campaign, floating rate assets 

will benefit the BDCs. We think this specialized income asset class could act as a nice complement in portfolios containing 

diversified assets with a higher yield target and some risk tolerance. Additionally, BDCs give public and liquid market investors the 

ability to access the private markets. Overall, BDCs are awarded a silver medal in the current environment.

Silver Medal

Deserving of a place on the podium, but not without some reservations, are Emerging Market Local Currency funds (EM Local). EM 

Local has been a poor performer over the past year as emerging market central banks have been raising rates, US yields have been 

rising and the dollar has been strengthening— all toxic for the asset class. However, a lot of risk premium has been built into many 

emerging market curves, and there has been some differentiation lately between those countries that are well into their hiking 

cycle (i.e., Chile, South Africa and Brazil) and those that are in the eye of the storm (i.e., Russia). EM Local strategies currently offer 

two critical things in optimal income portfolio building—value and diversification. As a result, a small allocation to EM Local assets 

could be beneficial in a diversified portfolio of fund holdings. Overall, EM Local gets our nod for the bronze medal. 

Bronze Medal
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Investment advisory services are offered through YieldX Advisers, LLC, an affiliate of YieldX, Inc. Yield Advisers, LLC is an investment 

adviser registered with the Securities and Exchange Commission (SEC).  Registration of an investment adviser does not imply any 

specific level of skill or training and does not constitute an endorsement of the firm by the Commission.  YieldX Advisers, LLC only 

transacts business in states in which it is properly registered or is excluded or exempted from registration.  A copy of YieldX Advisers, 

LLC's current written disclosure brochure filed with the SEC which discusses among other things, YieldX Advisers, LLC 's business 

practices, services and fees, is available through the SEC's website at: www.adviserinfo.sec.gov.


 


Please note, the information provided herein is for informational purposes only and investors should determine for themselves whether 

a particular service or product is suitable for their investment needs. Please refer to the disclosure and offering documents for further 

information concerning specific products or services.


 


All investment strategies have the potential for profit or loss; changes in investment strategies, contributions or withdrawals may 

materially alter the performance and results of a portfolio. Different types of investments involve varying degrees of risk, and there can 

be no assurance that any specific investment will be suitable or profitable for a client's investment portfolio. Past performance is not a 

guarantee of future results. There is no guarantee that investment objectives or targets will be achieved.


 


This document may contain forward-looking statements relating to the objectives, opportunities, and the future performance of the U.S. 

market generally. Forward-looking statements may be identified by the use of such words as; “believe,” “expect,” “anticipate,” “should,” 

“planned,” “estimated,” “potential” and other similar terms. Examples of forward-looking statements include, but are not limited to, 

estimates with respect to financial condition, results of operations, and success or lack of success of any particular investment strategy. 

All are subject to various factors, including, but not limited to general and local economic conditions, changing levels of competition 

within certain industries and markets, changes in interest rates, changes in legislation or regulation, and other economic, competitive, 

governmental, regulatory and technological factors affecting a portfolio's operations that could cause actual results to differ materially 

from projected results. Such statements are forward-looking in nature and involve a number of known and unknown risks, uncertainties 

and other factors, and accordingly, actual results may differ materially from those reflected or contemplated in such forward-looking 

statements. Prospective investors are cautioned not to place undue reliance on any forward-looking statements or examples. None of 

YieldX Advisers, LLC or any of its affiliates or principals nor any other individual or entity assumes any obligation to update any forward-

looking statements as a result of new information, subsequent events or any other circumstances. All statements made herein speak 

only as of the date that they were made.


 


Certain information herein has been obtained from third party sources and, although believed to be reliable, has not been 

independently verified and its accuracy or completeness cannot be guaranteed. No representation is made with respect to the 

accuracy, completeness or timeliness of this document. 
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