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GENOA TAXABLE STRATEGIES OVERVIEW  

With rising inflation expectations, the market started the quarter on a negative note. Quickly following a year end stimulus bill, 
President Biden began work and passed a third bill pumping $1.9 trillion of spending and support into the economy. All the fiscal 
stimulus, going back to the 2020 CARES Act, were funded by new borrowing. Combining the fiscal stimulus with the US Federal 
Reserve’s continued monetary stimulus, caution about future price stability is warranted. Add in the expected issuance of US 
Treasuries to fund this bill, you get a recipe for a higher long term interest rates and lower prices. 
The 10-year US Treasury started the quarter at a yield to maturity of 0.916% and by the end of the quarter, the yield to maturity 
had risen to 1.742%. While the Bloomberg Aggregate Bond Index had fallen 3.37%%, the Bloomberg Long US Treasury Index had 
fallen 13.52%. 
Corporate bonds fared better, as expectations that a strong economy should benefit companies whose performance is tied to the 
economy. Like the rotation in the stock market, bonds tied to economic growth (Industrials, Finance, Energy) did better than 
defensive industries (Technology, Healthcare, Defense). BBB rated and lower BB+ and below rated bonds also did better as risks 
for default were much lower with programs in place to rescue troubled companies. 

Strategy Review As of 03/31/2021 (Source: Morningstar) 

 

Strategy YTD (gross) 0.52% -3.32% 

Strategy YTD (net) 0.22% -3.57% 

Benchmark* YTD -3.37% -3.37% 

Relative Performance YTD (g) 3.89% -0.20% 

  Characteristics Overview  

Yield to Maturity 3.81% 1.88% 

Duration (years) 5.20 6.05 

Credit BBB AA- 
*Barclays US Aggregate 

PERFORMANCE CONTRIBUTORS   

Opportunistic Income Quality Income 
• Holdings in floating rate securities 

performed well as investors began to 
address the end of lower rates and the 
potential of higher rates 

• The purchase of out of the money 
convertible bonds worked well as the stock 
market rally has moved the underlying stock 
prices higher making our convertible bonds 
worth more 

• Rising rates increased demand for the 
floating rate bonds we own 

• Outperformance of our bonds issued by 
financial companies 

PERFORMANCE DETRACTORS  

Opportunistic Income Quality Income 
• Long dated, high quality corporate bonds fell 

as long-term interest rates increased in the 
quarter 

• Holdings in utility bonds underperformed as 
less liquid bonds spread wider to treasuries 

• Exposure to longer dated bonds as long rates 
increased 

• Holdings in utility bonds underperformed 
as less liquid bonds spread wider to 
treasuries 

STRATEGY POSITION AND 2021 OUTLOOK  

Looking ahead, we believe the market expectations for inflation are over blown. While the US is significantly expanding the 
money supply, they are doing it to counter significant deflationary forces in the economy. Continued high unemployment 
(stagnant wages), high consumer savings rates (less borrowing), material shortages, and slow loan growth all combine to limit 
inflationary pressures. Without companies and consumers borrowing, the multiplicative effect of stimulus is muted. Material 
shortages create price spikes and a lack of products to purchase with stimulus money. While recent consumer/producer  
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CONTINUED STRATEGY POSITION AND 2021 OUTLOOK  

economic release headlines have been worrisome, deeper analysis reveals the recovery of energy prices from the COVID oil price 
wars in 2020 was the driver of the numbers. We expect core inflation to remain below The Fed’s target for the intermediate 
term.  
This combination of low rates and economic growth will continue to benefit corporate bonds. While corporate spreads reflect 
the improved economy, we remain focused on improving credits where credit spreads can continue to tighten. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Disclosures  
 
F/m Investments, LLC, doing business as Genoa Asset Management (“Genoa”), is an investment advisor registered under the Investment 
Advisers Act of 1940. Registration as an investment adviser does not imply any level of skill or training. The oral and written communications of 
an adviser provide you with information about which you determine to hire or retain an adviser. For more information please visit: 
https://adviserinfo.sec.gov/ and search our firm name.  
 
The information presented in the material is general in nature and is not designed to address your investment objectives, financial situation or 
particular needs. Prior to making any investment decision, you should assess, or seek advice from a professional regarding whether any 
particular transaction is relevant or appropriate to your individual circumstances. This material is not intended to replace the advice of a qualified 
tax advisor, attorney, or accountant. Consultation with the appropriate professional should be done before any financial commitments regarding 
the issues related to the situation are made. The reported benchmark is not intended as a direct comparison to the performance of the portfolio, 
and the holdings in the strategy may differ significantly from the securities in the index. Index performance used throughout is intended to 
illustrate historical market trends and performance. Indexes are unmanaged and do not incur investment management fees. An investor is unable 
to invest in an index.  
 
The opinions expressed herein are those of Genoa and may not actually come to pass. This information is current as of the date of this material 
and is subject to change at any time, based on market and other conditions. Although taken from reliable sources, Genoa cannot guarantee the 
accuracy of the information received from third parties..  
 
All investing involves risk including loss of principal. Bonds are subject to market and interest rate risk if sold prior to maturity. Municipal bonds 
are subject to availability, price, and to market and interest rate risk if sold prior to maturity. Bond values will decline as interest rate rise. Interest 
income may be subject to the alternative minimum tax. Interest may be federally tax-free but other state and local taxes may apply.  
 
Past performance is no guarantee of future results. The performance presented is that of a composite. Statistics are as of the date referenced 
above and are subject to change. The actual portfolio holdings and investment rates will differ from what is depicted and are subject to current 
supply, availability, and other market conditions. Additional information on the composites for the strategies described, including performance 
data, is available upon request. As an investor, you may experience a loss, and your performance may differ from the performance being 
presented. 
 
The “Gross” returns presented are gross of fees. The results do not reflect the deduction of investment management fees and other expenses 
incurred in the management of the account. “Net” of fee performance reflects a deduction of .25% for Quality Income and .30% for Opportunistic 
Income% for advisory fees. The fee schedule can be found in Genoa's ADV Part 2A. Actual fees will vary depending on, among other things, the 
applicable fee schedule, the investment period, investment performance and account size. 
 
The mention of specific securities and sectors illustrates the application of our investment approach only and is not to be considered a 
recommendation by Genoa. The specific securities identified and described above do not represent all of the securities purchased and sold for 
the portfolio, and it should not be assumed that investment in these types of securities were or will be profitable. There is no assurance that 
securities discussed in this article have been purchased or remain in the portfolio or that securities sold have not been repurchased. It should not 
be assumed that any change in investments, discussed in this article have been applied to your account. Please contact your investment adviser 
to discuss your account in detail. This information does not constitute a solicitation nor an offer to buy or sell any securities.  
 
The Bloomberg Barclays US Aggregate Bond Index is a broad-based flagship benchmark that measures the investment grade, US dollar-
denominated, fixed-rate taxable bond market. The index includes Treasuries, government-related and corporate securities, MBS (agency fixed-
rate pass-throughs), ABS and CMBS (agency and non-agency) 
 
FOR SOPHISTICATED INVESTORS ONLY 


