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As of 03/31/23 

FUND COMMENTARY   

Market participants focus on inflation was disrupted by stress in the financial sector. Two 

U.S. regional banks had to be taken over by the FDIC in the face of depositor flight due 

to large unrealized losses in their securities portfolios.  The stress spread to regional banks 

broadly as investors worried  about commercial real estate exposure.  European banks 

came under stress and a Swiss Bank had to be rescued by its regulator in an arranged 

merger with a competitor  As credit spreads widened, investors worried about the impact 

of tighter credit on the broader economy.  Investors reduced their rate hike estimate.  

Investors had increased the expected Federal Reserve (Fed) target rate to 5.50% after 

high inflation readings in January and February.  This was pared down to 5% after the 

tightening of financial conditions caused by stress in the financial sector. 

1-3 year credit spreads as measured by the Bloomberg 1-3 Year Option Adjusted Spread 

(OAS) widened from 73 basis points (0.73%) to 101 basis points (1.01%) and hit an intra-

quarter high of 132 basis points (1.32%).  Treasury yields were lower, with the 1-year lower 

by 9 basis points (0.09%), and the 2-year and 3-year Treasury yields lower by 40 basis points 

(0.40%).  Yields were lower as investors decreased bets on Fed tightening and priced in 

rate cuts beginning in the second half of 2023. 

The Fund outperformed the benchmark. The Fund’s overweight to corporate bonds and 

securitized investments contributed to the outperformance. 

 

 

 

 

 

Option-adjusted spread measures the difference in yield between a fixed-income security and a risk-free security, Treasury bond, 

which is then adjusted to account for embedded options.  
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Performance as of 03/31/23 
 

Annualized Returns 
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* 

Gross 

Expense 

Ratio 

Net 

Expense 

Ratio 

Short Bond  1.75% 1.75% 0.20% 0.51% 1.32% 1.05% 3.43% 0.45% 0.40% 

Bloomberg 1-3 

Year U.S. 

Government/ 

Credit Index1 

1.51% 1.51% 0.26% -0.38% 1.26% 1.01% 3.40% 

  

*Inception Date- 01/11/93 

1Bloomberg 1-3 Year U.S. Government/Credit Index is an unmanaged index of securities issued by the U.S. government and 
corporate bonds with maturities of one to three years. It is not possible to invest directly in an index. 

Performance quoted represents past performance and does not guarantee future results. 
Investment return and principal value will fluctuate so that shares, when redeemed, may be worth 
more or less than their original cost. Current performance may be lower or higher than that shown 
here. Performance data current to the most recent month end is available by calling 800-595-9111. 

The Gross and Net Expense Ratios are as of the most recent prospectus. The Net Expense Ratio includes 
contractual expense reimbursements that, if not extended, will end on July 31, 2023. 
 
Bond Risk: Bond funds will tend to experience smaller fluctuations in value than stock funds. However, 
investors in any bond fund should anticipate fluctuations in price, especially for longer-term issues and in 
environments of rising interest rates. 
 
 
Not FDIC insured | May lose value | No bank guarantee 

 


