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Market Conditions
• Risk appetite held up well during the quarter. The US high yield rally continued and equity 

markets hit all-time highs following Donald Trump’s presidential win and the surprise 
Republican sweep of Congress. The Federal Reserve (the Fed) raised interest rates for the 
second time in a decade, Brent crude oil surged over 13 % in the face of a strong US dollar 
rally, and market volatility generally remained low.

• US high yield was a bright spot in global fixed income during the quarter and built on 
already outstanding year-to-date returns. The sector benefited as the jump in oil prices 
helped strengthen credit profiles in energy and related industries. Energy-related names 
tended to lead the broad market in results.

• The US Treasury yield curve (a curve that shows the relationship among bond yields across 
the maturity spectrum) steepened significantly, with all yields moving higher. The belly of 
the curve (5- to 10-year rates) rose the most, with the 10-year yield up around 100 basis 
points for the quarter.

Portfolio Review
• The fund’s positive performance was primarily due to our global rates tools and high yield 

corporate bonds.

Performance data shown represents past performance and is no guarantee of, and not necessarily 
indicative of, future results. Investment return and value will vary and you may have a gain or loss when 
shares are sold. Current performance may be lower or higher than quoted. For most recent month-end 
performance, visit www.loomissayles.com. 
Additional share classes may be available for eligible investors. Performance will vary based on the share class. Performance 
for periods less than one year is cumulative, not annualized. Returns reflect changes in share price and reinvestment of 
dividends and capital gains, if any. You may not invest directly in an index.
Gross expense ratio 0.85% (Class Y). Net expense ratio 0.85%. As of the most recent prospectus, the investment advisor 
has contractually agreed to waive fees and/or reimburse expenses once the expense cap of the fund has been exceeded. 
This arrangement is set to expire on 4/30/2017. When an expense cap has not been exceeded, the fund may have similar 
expense ratios and/or yields. 
The Class Y inception date is 12/15/2010. Class Y shares are sold to eligible investors without a sales charge; other Classes 
are available for purchase.

CUMULATIVE TOTAL RETURN AVERAGE ANNUALIZED RETURN

3 MONTH YTD 1 YEAR 3 YEAR 5 YEAR SINCE 
INCEPTION

FUND 1.47 6.86 6.86 2.59 4.23 2.90
BENCHMARK 0.21 0.71 0.71 0.41 0.39 1.24

CLASS Y PERFORMANCE AS OF DECEMBER 31, 2016 (%)

FUND FACTS
OBJECTIVE

Seeks to provide an attractive 
absolute total return, 
complemented by prudent 
investment management designed 
to manage risks and protect investor 
capital. The secondary goal of the 
fund is to achieve these returns 
with relatively low volatility

Share class Y

Inception 12/15/2010

Ticker LASYX

CUSIP 63872T620
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Winners
• The fund’s global rates tools, primarily the use of interest rate swaps and futures, contributed 

to return. Short eurodollar futures and US interest rate swaps accounted for most of the fund’s 
positive results, as the Treasury yield curve steepened in anticipation of the Fed’s December 
rate hike. The UK yield curve continued to steepen during the quarter after sustained 
flattening following the Brexit vote. The Czech yield curve also steepened, as European 
markets remained alert to risks that the European Central Bank (ECB) might reduce 
monetary accommodation at its December policy meeting—an action the ECB eventually 
decided against making. These movements aided the fund’s UK and Czech swaps, which were 
positioned to benefit from a steepening yield curve.

• High yield corporate bond spreads (the difference in yield between Treasury and high-yield 
bonds of similar maturity) continued to tighten and finished near their narrowest levels of the 
year. Aided by a relatively dovish Fed, positive flows into the asset class, stable oil and metals 
prices and a general dearth of yield, investors continued to allocate into risk assets, pushing 
valuations higher. Individual energy, telecommunications and technology names aided 
performance the most.

• The Fund’s risk management tools, primarily the use of credit default swap indexes (CDX), 
equity index and interest rate futures, aided return as the general rise in Treasury yields 
benefited our hedges. As a result, our short positions in Treasury interest rate futures boosted 
performance.

• Convertibles also lifted performance, gaining from the meaningful post-election rally in the 
US equity market. Our strategy focuses on capturing positive asymmetric potential while 
limiting the downside should a position fail to appreciate. We did not have a large position 
in convertibles given their potential volatility, but riskier assets performed well after the US 
election, and investor sentiment turned positive. Individual energy, technology and consumer 
non-cyclical names were top contributors.

Laggards
• Investment grade corporate bonds detracted as spreads remained relatively flat during the 

quarter after consistently tightening for much of the the year. Rising US Treasury yields 
weighed on longer- duration corporates, and the sector’s recent streak of positive returns 
came to an end (duration refers to a security’s price sensitivity to interest rate changes). Most 
of the negative contribution came from banking and telecommunication names.

Outlook
• Growth in the US continues at a moderate rate, while Europe’s pace remaines a bit slower. 

As the Fed works to normalize US interest rates, we expect two rate hikes in 2017 and 
four additional hikes in 2018. We believe a fiscal stimulus package from the Trump 
administration could boost GDP growth and inflation, but not until 2018. Expectations for 
higher inflation are primarily responsible for the accelerated pace of tightening in 2018.

• We believe expected for tax reform and pro-business policies could prolong the expansion 
phase of the US credit cycle1. Key assumptions include a measured path of rate hikes that 
does not create significant volatility in risk markets and continued strong foreign demand 
for corporate bonds. Deteriorating corporate fundamentals remain a concern at this stage of 

1A credit cycle is a cyclical pattern that follows credit availability and corporate health.
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the cycle, as companies reward equity holders at the expense of balance sheets.

• While deteriorating debt fundamentals in the emerging markets have been bottoming 
out, growth remains weak, and the fiscal picture has not yet improved. External balances 
are still mixed across countries, with winners and losers determined by their status as a 
commodity importer or exporter. Meanwhile, European corporate fundamentals remain 
solid and notably better than in the US, with stable balance sheets and prudent outlooks. 
Mergers and acquisitions, capital spending and share repurchases remain subdued, with 
capital spending forecasted to be down again in 2017.

About Risk
Fixed income securities may carry one or more of the following risks: credit, interest rate (as 
interest rates rise bond prices usually fall), inflation and liquidity. Below investment grade 
fixed income securities may be subject to greater risks (including the risk of default) than 
other fixed income securities. Currency exchange rates between the US dollar and foreign 
currencies may cause the value of the fund’s investments to decline. Derivatives involve risk 
of loss and may entail additional risks. Because derivatives depend on the performance of an 
underlying asset, they can be highly volatile and are subject to market and credit risks. Foreign 
and emerging market securities may be subject to greater political, economic, environmental, 
credit, currency and information risks. Foreign securities may be subject to higher volatility 
than US securities due to varying degrees of regulation and limited liquidity. These risks are 
magnified in emerging markets. Mortgage-related and asset-backed securities are subject 
to the risks of the mortgages and assets underlying the securities. Other related risks include 
prepayment risk, which is the risk that the securities may be prepaid, potentially resulting 
in the reinvestment of the prepaid amounts into securities with lower yields. Commodity-
related investments, including derivatives, may be affected by a number of factors including 
commodity prices, world events, import controls and economic conditions, and therefore may 
involve substantial risk of loss. Non-diversified funds invest a greater portion of assets in fewer 
securities and therefore may be more vulnerable to adverse changes in the market.

BoA Merrill Lynch US Dollar 3-month LIBOR Constant Maturity. The 3-Month US 
LIBOR represents the London interbank offered rate (LIBOR) with a constant 3-month average 
maturity. LIBOR is a composite of the rates of interest at which banks borrow from one another 
in the London market, and it is a widely used benchmark for short-term interest rates. Indexes are 
unmanaged and do not incur fees. It is not possible to invest directly in an index.

Outlook as presented in this material reflects subjective judgments and assumptions of the portfolio 
team and does not necessarily reflect the views of Loomis, Sayles & Company, L.P. There is no 
assurance that developments will transpire as stated. Opinions expressed will evolve as future  
events unfold.

Before investing, consider the fund’s investment objectives, risks, charges, and 
expenses. Please visit www.loomissayles.com or call 800-225-5478 for a prospectus 
and a summary prospectus, if available, containing this and other information. Read 
it carefully.

NGAM Distribution, L.P. (fund distributor) and Loomis, Sayles & Company L.P. are affiliated.

LS Loomis | Sayles is a trademark of Loomis, Sayles & Company, L.P. registered in the US Patent 
and Trademark Office.
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