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Quarterly Asset Class Report

Tax Exempt Fixed Income

Canterbury Consulting (“CCI”) is an SEC registered Investment Adviser. Information pertaining to CCI's advisory 

operations, services, and fees is set forth in CCI’s current Form ADV Part 2 (Brochure), a copy of which is available 

upon request and at www.adviserinfo.sec.gov. Information provided through CCI’s Quarterly Outlook related to 

market or asset class performance figures is believed to be derived from reliable sources. However, CCI assumes 

no responsibility for their content or the manner in which the viewer utilizes such information. The performance 

information presented in certain charts or tables is for informational purpose only and represents historical 

performance based on available market data results for the quarterly period shown above and does not reflect any 

performance related to trading in actual accounts. Any recommendations or statement made in the Quarterly 

Outlook is not to be construed as specific investment advice. The viewer should be aware of the inherent 

limitations of data derived from the retroactive application of historical data developed with the benefit of 

hindsight and that actual results may differ. Actual performance with client accounts would be materially less 

than the stated performance results for the same period when including the deduction of advisory fees, brokerage 

or other commissions, and any other expenses that a client would have paid.

June 30, 2019

http://www.adviserinfo.sec.gov/


Role in the Portfolio Fixed Income
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Canterbury Consulting recommends and communicates asset-class strategy with the objective of 

constructing a diversified portfolio of fixed income strategies designed to (in aggregate): 

— Preserve capital and mitigate volatility

— Provide measured exposure to the diverse universe of fixed income securities

— Exhibit returns uncorrelated to equity markets

— Canterbury fixed income portfolios are expected to deliver consistent net of fees excess returns and moderate 

tracking error versus the Barclays Global Aggregate.

— Relative to the index, Canterbury’s current fixed income portfolios will exhibit lower duration, similar credit quality, 

and higher yields.
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Index Returns (06/30/19) Fixed Income
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Market Environment Fixed Income
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Sources: Federal Reserve Economic Data; World Bank,

U.S. Treasury Department, Barclays as of 6/30/19

• Core fixed income generated positive 
returns as heightened trade tariff concerns, 
lower growth, and inflation expectations 
resulted in falling long-term interest rates. 
During the quarter, the 10-year Treasury 
moved from 2.4% to 2.0% and the 30-year 
Treasury moved from 2.8% to 2.5%. 
Concurrently, the Fed continued to 
communicate dovish guidance and signaled 
that a rate cut may occur as early as July.

• The high yield sector generated positive 
returns. However, higher quality (BB-rated 
credits) outperformed lower quality (B & 
CCC-rated credits), given the market’s 
volatility.

• Emerging market debt posted positive 
returns as lower global inflation 
expectations continued to trend lower. The 
Fed’s renewed accommodative monetary 
policy and a potential China-U.S. trade deal 
could provide a supportive backdrop for 
EMD. 
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Market Environment

• U.S. Treasury issuance significantly increased 
after the financial crisis. Since the Fed began 
tapering, Treasury issuance plateaued while 
corporate and MBS issuance continued to 
grow.

• The EM debt market has grown significantly 
since 1996. While investors have worried 
about EM liabilities denominated in U.S. 
dollars, debt denominated in local currency 
has exponentially grown since 2004.

• Corporate leverage significantly decreased 
after 2008. Leverage in the U.S. and EM has 
since grown while leverage in Europe and 
Japan has moderated.

Asset Class Report Updates
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Sources: SIFMA, Bloomberg, JPM EM Indices

(EMBI Global, JPM GBI-EM Broad, JPM

CEMBI Broad)

NOT FOR DISTRIBUTION



Portfolio Characteristics

• Depending on a client’s equity exposure, 
duration and credit allocations can vary within 
the fixed income segment.

• Fixed income portfolios should target a 
portfolio duration less than that of the 
benchmark (Barclays Global Aggregate) in 
order to reduce interest rate risk.

• Investors can lower portfolio duration (while 
maintaining yield) by allocating to credit and 
diversifying globally.

• To ensure the fixed income allocation reduces 
overall portfolio risk and provides 
diversification, Canterbury seeks to maintain a 
portfolio that, on average, is investment grade 
or better.

• Canterbury attempts to optimize the risk-return 
relationship of fixed income portfolios by 
spreading risk across several factors (interest 
rate, credit, prepayment, liquidity, currency, 
political, counterparty, etc.).

Fixed Income
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The Current Portfolio has allocations to the following investment manager types: 45% Core Plus, 

30% Global, 10% Credit, and 15% Mortgage-Backed 

Source of Benchmark Information: Barclays 

As of 06/30/19
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