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Market Conditions
• Most major asset categories delivered positive returns in the first quarter. Following a year 

in which negative news flow weighed heavily on investor sentiment and inflation pressured 
bond yields higher, 2023 brought a recovery in financial assets. The gains reflected the end 
of tax-loss selling and general repositioning among investors who had lighter exposure to 
equities than would typically be the case. In addition, hopes that the US Federal Reserve 
(Fed) was set to pivot to a less restrictive policy fueled mounting optimism among market 
participants. 

• The investment environment grew more challenging in February, as persistent inflation 
and messaging from Fed officials indicated growing odds that the Fed would in fact need 
to continue hiking rates. Sentiment continued to deteriorate in March, when the failure of 
three US banks and the collapse of the European institution Credit Suisse put significant 
stress on the financial system and raised the possibility of a crisis similar to that of 2008-
2009. The Fed responded by providing liquidity to banks through the creation of the Bank 
Term Funding Program, a move widely seen as a form of monetary easing. While the quick 
action helped prevent the crisis from spreading, it also fueled concerns that central banks 
would face a difficult choice between supporting the banking sector and continuing their 
fight against inflation. 

• Although central banks acted quickly to head off contagion, they also continued to raise 
interest rates. The European Central Bank (ECB) boosted rates by a half point in March, 
while the Fed and the Bank of England (BoE) each hiked rates by a quarter point. These 
moves were actually a positive for the markets, as they were seen as an indication that 
officials believed the financial system was on a sound enough footing that rate hikes 
wouldn’t lead to further near-term disruptions. 

• The world fixed-income markets responded favorably to these events, with government 
debt posting low single-digit returns across all major developed markets. Emerging-market 
bonds also registered solid gains, as did the investment-grade and high-yield corporate 
sectors throughout the developed world. Last year’s considerable increase in the yields of 
credit-oriented fixed-income investments provided a cushion against rising yield spreads in 
the first three months of 2023. 

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 0.89% (Class Y). Net expense ratio 0.89%. 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 1/31/2024. When an expense cap has not been exceeded, the fund may have similar 
expense ratios and/or yields.
The Class Y inception date is 5/1/1996. Class Y shares are sold to eligible investors without a sales charge; other Classes 
are available for purchase.

Class Y Performance as of March 31, 2023 (%)
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• Global equities also rallied during the quarter, albeit with elevated volatility. Mega-cap, 
US technology-related stocks, which were seen as a “safe haven” from the effects of the 
turmoil in the banking sector, generated robust gains and supported returns for the major 
world indexes. European stocks also performed particularly well despite the failure of 
Credit Suisse, led by the core markets of France and Germany. Emerging-market equities 
continued to lag, however. The value style also underperformed, due in part to the higher 
representation of energy and financial stocks in the category. In addition, the types of 
defensive, dividend-paying stocks that tend to be prevalent in the value space fell out of 
favor as investors rotated toward lower-quality companies and faster growers. 

• The US dollar declined versus the euro and British pound in the quarter, reflecting 
expectations that the ECB and the BoE will need to tighten policy to a greater extent than 
the Fed. As a result, the US dollar did not play its usual role as a “safe haven” as investors 
grew more cautious in March. Still, the dollar rose against the Japanese yen and other major 
Asia/Pacific currencies.

Portfolio Review
• The fund’s performance was in-line with its primary benchmark, the MSCI All Country 

World Index, primarily due to its equity component.  The fund outperformed its secondary 
blended index (60% MSCI All Country World/40% Bloomberg Global Aggregate).

Contributors
• In equities, the three largest contributors to performance were Nvidia, Salesforce and 

Airbnb.
• Nvidia’s origins are in hardware and the gaming end market; it created the world’s first 

discrete graphics processing unit (GPU) in 1999. The company has since evolved into 
a larger ecosystem of products with the GPU at its core; its accelerators are used in the 
gaming, professional visualization, data center and automotive markets. The company 
created a single platform across all products and updates are fully compatible, making for 
seamless transitions for their customers. Nvidia has only one GPU competitor and holds a 
70% or higher market share (depending on the end market). The company has continued 
to grow by creating new uses for its hardware and software. Specifically, the recent AI 
renaissance, which is increasingly leveraging GPUs rather than CPUs, has led to new and 
larger opportunities in the data center and automotive markets. The company is starting 
to explore options to monetize its software (currently it is “free” with its hardware) via 
licensing and subscription models. Nvidia’s gross margin has been on an upward trajectory 
over the last decade as its mix is shifting towards the more profitable data center business; 
we expect this trend to continue as standalone software sales and new markets provide a lift. 
Capital allocation is strong with dividends, repurchases and select M&A, while maintaining 
a net cash position.  

• Shares of Nvidia rose following the company’s earnings report in late February.  Its gaming 
segment appeared to have bottomed as the inventory correction and China demand issues 
subsided. While data center sales for the quarter were slightly behind expectations, US 
hyperscalers remained strong. Management noted their view of the data center market 
has improved over the last 60-90 days given the buzz around ChatGPT (an AI tool). 
Management also introduced AI as a Service, which would give access to sophisticated 
AI tools otherwise not affordable to many; as AI penetration is less than 10%, we see 
little chance of cannibalization at this point. Later in the quarter, the company hosted 
its annual investor day where management reaffirmed its long-term vision. A number 
of announcements were made regarding new partnerships and product launches with 
customers.

• Salesforce is an enterprise software company with leadership in large and growing markets. 
We view  Salesforce as having pioneered “software as a service (SaaS)” which allows 
customers to access its product via the internet.  Since its founding in 1999, Salesforce has 
continued to develop its original product as well as add additional services, creating the 
“Salesforce economy” consisting of the four clouds it operates:  Sales Cloud, Service Cloud, 
Marketing and Commerce Cloud, and Salesforce Platform.  The company announced 
solid quarterly results in early March, highlighted by strong revenue growth and earnings 
coming in above consensus expectations.  Fiscal year 2024 guidance was strong, well ahead 
of the target that Salesforce had announced at its Investor Day a few months back. We 
believe management’s pivot to profitable growth is encouraging and aligned with our thesis 
of sustained intrinsic value growth. Notwithstanding the macro challenges, we believe 

Data is based on total gross assets 
before any fees are paid; any cash held 
is included. The portfolio is actively 
managed and holdings are subject to 
change. References to specific securities 
or industries should not be considered 
a recommendation. Holdings may 
combine more than one security from 
the same issuer and related depositary 
receipts. Portfolio weight calculations 
include accrued interest. For current 
holdings, please visit our website.

Top Ten Equity 
Holdings (%)
ASML Holding NV 3.2

3.1Amazon.com

Linde GmbH 3.0

LVMH Moet Hennessy Louis 
Vuitton SE 2.9

Alphabet Inc 2.9

S & P Global inc 2.8

Airbnb Inc 2.8

salesforce.com Inc 2.8

Mastercard Inc 2.7

Accenture PLC 2.6

Total 28.8

http://salesforce.com
http://Amazon.com
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Salesforce remains well positioned to help its customer base manage revenue and process 
optimization via digital transformation.

• Airbnb is an online marketplace for short-term stays and vacation rentals. Over the last 
decade, Airbnb has disrupted the lodging industry by creating a medium for homeowners 
to offer their properties for rent, introducing significantly more choice for consumers. Our 
investment thesis on Airbnb is driven by its leadership position within this large addressable 
market. Airbnb’s capital-lite platform, where it collects commissions for each rental, 
benefits from a powerful network effect. The more property owners who list their properties 
the more renters it attracts and vice versa. Airbnb’s platform offers a superior consumer 
experience for both the host and the guest driven by trust; hosts can access guest profiles, 
provide feedback on guests, while guests can also provide reviews and ratings on hosts. 
We believe this experience has created a brand synonymous with seamless private rentals, 
which is evidenced by the high percentage (over 90%) of direct traffic to Airbnb.com.  
Shares outperformed following the company’s earnings report and guidance.  The business 
continues to execute well, with positive top line growth and strong progression on margins.  

• In fixed income, yield curve positioning contributed to performance over the period. 
Positioning in the US dollar and euro-pay markets contributed the most to performance. 
Within the US dollar-pay market, allocations to the five and ten-year maturity segments 
were the largest contributors.

• Currency allocation contributed to performance, particularly allocations to the euro and 
British pound sterling as these currencies strengthened against the US dollar over the 
period. 

Detractors
• In equities, the three most significant detractors from returns were Zions Bank, 

UnitedHealth Group and Home Depot.
• Zions Bank is a high quality regional bank with a client base dominated by small to mid-size 

businesses (SME’s) in the western US. It has a strong franchise in its home base of Utah, 
where it has top market share, and in higher growth southern and western states.  Zions has 
a high quality management team, and since 2018 management’s strategy has shifted away 
from acquisitions and towards better allocation of excess capital generated, including share 
buybacks. Its focus on SME’s provides it with low cost funding, as it has a relatively high 
proportion of non-interest bearing commercial deposits. The bank has made significant 
improvements since the Global Financial Crisis, better managing its expenses and materially 
improving its efficiency ratio, bringing it more in line with peers. Zions has also improved 
its credit risk management through diversifying its loan book, primarily by reducing its 
proportion of real estate and energy loans. We believe the bank is well placed to benefit in 
a rising interest rate environment due to its strong base of non-interest bearing deposits. 
We also think Zions has an opportunity to further improve its operations by increasing its 
fee income through wealth management and capital market services. Shares are attractively 
valued using our discounted cash flow methodology. Shares of Zions fell nearly 40% in 
the first quarter, as investors were concerned about midsize regional bank deposit outflows 
and a rising cost of deposits that could put pressure on profitability.  These concerns were 
exacerbated by the failure of Silicon Valley Bank and another regional bank in March, 
following deposit runs amid scrutiny of banks’ unrealized losses in their securities portfolios.

• UnitedHealth Group is the largest managed care operator (MCO) in the US. The 
company’s businesses include OptumCare (primary and urgent care centers), OptumInsight 
which offers back office technology to healthcare providers, and OptumRx, the company’s 
Pharmaceutical Benefit Manager business. Shares of UNH gave back gains in the first 
quarter following a long period of outperformance as investors weighed the impacts of a 
potential dovish pivot from central banks. However, our investment thesis remains intact.  
As the largest MCO, it benefits from scale advantages, specifically greater underwriting 
experience and the ability to leverage non-medical costs. Via its Optum businesses, the 
company has accumulated valuable medical trend data over decades, providing best in class 
insights which it leverages for its own MCO as well as external clients. UNH rates highly 
across our quality dimensions, consistently returning cash to shareholders via its growing 
dividend and share buybacks. It has a strong track record of acquisitions, including Surgical 
Care Affiliates, Advisory Board, and DaVita Medical Group.  Most recently, UnitedHealth 
completed its acquisition of Change Healthcare in the fourth quarter. Change Healthcare 
operates the nation’s largest electric data interchange clearinghouse, which health care 
providers use to submit claims for payments and insurers use to provide remittances; we 
believe the acquisition is a natural fit with UnitedHealth’s stated mission of increasing 

http://Airbnb.com
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efficiency in the US health care system.
• Home Depot is the largest home improvement specialty retailer globally, with a significant 

footprint of stores across the United States, Canada and Mexico. Its competitively priced 
products span building materials, appliances and garden products; the company also 
offers various installation services and tool and equipment rentals.  Shares lagged as the 
housing market softened due to the rising rate environment.  Lower consumer confidence 
also impacted sentiment around the stock.  Home Depot rates highly across our quality 
criteria. The company’s business model focuses on its industry leading scale, which provides 
negotiating leverage across its business, and enables Home Depot to pass savings on to 
customers through everyday low prices. The customer experience is further enhanced by 
Home Depot’s employees, who have significant product expertise. The company has a 
favorable market structure with home improvement stores better insulated from e-commerce 
threats, as the weight of many items prohibits cost-effective shipping. The company’s quality 
is further demonstrated by its return on invested capital, which has averaged over 30% 
over the last five years. We expect the company’s intrinsic value growth to be driven by 
margin expansion via continued enhancements to its supply chain, and also superior capital 
allocation. The company is attractively valued on our methodology.

• In fixed income, security specific selections within the communications and transportation 
sectors detracted from performance. Within communications, holdings of Dish Network 
Corp. weighed on return, reflecting the secular decline of the company’s satellite video 
business. Within transportation, holdings of Southwest Airlines detracted as the airline’s 
earnings released in the first quarter showed a decline in earnings and pretax margins over 
the fourth quarter of 2022.

• Despite an overall positive contribution from the fund’s allocation to spread sectors over 
the quarter, the allocation to the banking sector detracted from performance, particularly 
holdings of Credit Suisse. In March, the Swiss bank experienced financial turmoil and 
was ultimately acquired by fellow Swiss bank UBS after the Swiss government determined 
Credit Suisse had reached a “point of non-viability”.

Outlook
• Tighter monetary policy often exposes financial excesses and pockets of risk within an 

economy, and this may again prove to be the case in the current late-cycle environment. 
Stricter lending standards and stress in the financial sector are impediments to the economy, 
and central banks appear willing to use the lending channel to dampen economic growth 
further to cool inflation. 

• We believe that while the Fed may pause its rate hikes, as long as core personal consumption 
expenditure inflation is well above its target it likely will be slow to pivot toward rate 
cuts,barring a sharp slowdown in the economy.. The Fed is far from alone in this regard, 
as core inflation in both the euro zone and United Kingdom could remain an even more 
significant issue for the ECB and BoE.

• Corporate profit growth has been under pressure globally. Profits contracted year-over-
year for US large cap companies in the fourth quarter of 2022, and we anticipate another 
contraction in the first quarter of 2023. The fundamental backdrop for credit can deteriorate 
quickly when corporate profitability begins to falter, especially when leverage is rising. We 
expect declining profits could lead to layoff announcements as companies look to reduce 
costs. The combination of spiking unemployment and weaker profit growth could weigh on 
the economy over the course of 2023, particularly with the financial system already under 
strain. We therefore estimate that there is at least a 50% chance of recession within the next 
six months. 

• Against this more challenging backdrop, our focus remains on investing in companies we 
believe have the ability to manage the current environment and generate value over the 
longer-term. In equities, periods of volatility can provide us with the opportunity to build 
positions in high quality companies at more attractive valuations.
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About Risk
Equity securities are volatile and can decline significantly in response to broad market and 
economic conditions. 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. 
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. 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.

The fund’s primary benchmark is the MSCI All Country World Index (Net). The fund’s secondary 
benchmark is a blended benchmark of 60% MSCI All Country World Index (Net)/ 40% Bloomberg 
Global Aggregate Bond Index. Indexes are unmanaged and do not incur fees. It is not possible to invest 
directly in an index.

The MSCI All Country World Index (Net) is a free float-adjusted market capitalization-weighted index 
that is designed to measure the equity market performance of developed and emerging markets. 

The Bloomberg Global Aggregate Bond Index provides a broad-based measure of the global investment 
grade fixed income markets. The three major components of this Index are the US Aggregate, the Pan-
European Aggregate and the Asian-Pacific Aggregate Indices. The Index also includes Eurodollar and Euro-
Yen corporate bonds, Canadian government, agency and corporate securities, and USD investment grade 
144A securities.

The Standard & Poor’s 500® Index is a market capitalization weighted index consisting of 500 US 
industrial, transportation, financial, and utility companies, calculated on a total return basis with dividends 
reinvested.

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.

Natixis Distribution, LLC (fund distributor, member FINRA|SIPC) 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

1037405.35.1
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