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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, the turn of the calendar to 2023 brought an impressive 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 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 a contagion, they also continued to raise 
interest rates. The ECB boosted rates by a half point in March, while the Fed and the Bank 
of England 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 0.75% (Class I). Net expense ratio 0.70%. As of the most recent prospectus, the investment advisor 
has contractually agreed to waive fees and/or reimburse expenses (with certain exceptions) once the expense limitation of 
the fund has been exceeded. This arrangement is set to expire on 1/31/2024. When an expense limitation has not been 
exceeded, the fund may have similar expense ratios and/or yields. 
The Class I inception date is 5/10/1991. Class I shares are only available to certain institutional investors only; minimum 
initial investment of $100,000.

CUMULATIVE TOTAL RETURN AVERAGE ANNUALIZED RETURN

3 MONTH YTD 1 YEAR 3 YEAR 5 YEAR 10 YEAR

FUND 2.74 2.74 -9.52 -1.84 -1.19 0.11
BENCHMARK 3.01 3.01 -8.07 -3.43 -1.34 0.07

Class I Performance as of March 31, 2023 (%)
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• Global equities also rallied during the quarter, albeit with elevated volatility. Mega-cap, 
U.S. 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 European Central Bank (ECB) and the Bank of England (BoE) will 
need to tighten policy to a greater extent than the US Federal Reserve. This factor prevented 
the US dollar from playing its usual role as a “safe haven” once investors grew more cautious 
in March. Still, the dollar rose against the Japanese yen and other major Asia/Pacific 
currencies. 

Portfolio Review 
• The fund underperformed its benchmark, the Bloomberg Global Aggregate Index, primarily 

due to the impact of currency allocation.

Contributors
• The fund’s positioning along the yield curve (which depicts the relationship among bond 

yields across the maturity spectrum) and stance with respect to duration and corresponding 
interest rate sensitivity led positive contributions to relative performance during the quarter. 
Local market positioning in the South African rand, US dollar and Brazilian real-pay 
markets proved most beneficial. The portfolio’s positioning along the belly of the US dollar-
pay curve was also additive to performance. 

• In sector terms, allocations to certain securitized credit, transportation and sovereign 
sectors contributed positively to performance during the quarter. Within corporate bonds, 
transportation service company issuers have benefited as supply chain bottlenecks have 
eased and normal services have resumed. 

• Security selection within insurance, banking and transportation issues aided performance 
during the quarter. We remain overweight select insurance companies due to the benefit of 
rising rates, strong capitalization and stable issuer fundamentals.

Detractors
• The fund’s overall currency allocation was the largest detractor from performance relative to 

the benchmark during the quarter. A neutral allocation to the Japanese yen which incurred 
hedging costs as well as underweight allocations to the British pound sterling and euro were 
the main detractors. Most G-10 currencies rebounded as the US dollar experienced bouts of 
volatility and softened throughout the quarter.

• Overall security selection was a contributor to performance. However, select issuers within 
the agency MBS, Financial Other and owned no guarantee sectors hindered performance. 
Within financial other, holdings with exposure to European residential and logistics REITs 
weighed on return as the broader sector has been impacted by weakness in commercial real 
estate. 

• Although exposure to spread sectors which trade at a yield advantage relative to treasuries 
contributed positively overall, allocations to the banking, insurance and consumer non-
cyclical sectors weighed on relative performance during the quarter.  
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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, it likely will be slow to pivot toward rate 
cuts—barring a sharp slowdown in the economy—as long as core PCE inflation is well above its 
target. The Fed is far from alone, 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 
U.S. large caps 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 this year, 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. 
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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. Currency exchange rates 
between the US dollar and foreign currencies may cause the value of the fund’s investments 
to decline. Below investment grade fixed income securities may be subject to greater risks 
(including the risk of default) than other fixed income securities. Foreign securities may 
involve heightened risk due to currency fluctuations. Additionally, they may be subject to 
greater political, economic, environmental, credit and information risks. Foreign securities 
may be subject to higher volatility than US securities due to varying degrees of regulation and 
limited liquidity. 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.

Bloomberg Global Aggregate 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. 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 800-633-3330 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.
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