
The Core Fixed Income Strategy seeks to add
value by capturing market inefficiencies with
regards to security selection and sector
rotation. Through rigorous credit research and
thoughtful analysis of risk/reward, we seek to
construct portfolios with a yield advantage to
the overall market. Through the compounding
of this yield advantage and by minimizing other
areas of portfolio volatility, we believe we can
offer clients an attractive risk adjusted return
through different market cycles.
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One Month
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Date

Year to 

Date
One Year Three Years Five Years

Inception to 

Date (*)

Core  (Gross) 0.95% 0.16% -0.49% 2.81% -2.60% 0.59% 1.52%

Core  (Net) 0.89% 0.07% -0.67% 2.42% -2.97% 0.21% 1.13%

Bloomberg U.S. Aggregate 0.95% 0.07% -0.71% 2.63% -3.02% -0.23% 1.03%

Core Fixed Income

Bloomberg 

Aggregate Bond 

Index

Yield to Maturity 4.82% 5.01%

Effective Duration 6.2 years 6.0 years

Average Credit Quality Aa2 AA2

Trai l ing 12 Month Turnover 32%

Firm Assets  ($MM) 287.0

Product Assets  ($MM) 36.6
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Birch Run Investments, an independent SEC registered investment advisor, claims compliance with the Global Investment Performance

Standards (GIPS). GIPS is a registered trademark of CFA Institute. CFA Institute does not endorse or promote this organization, nor

does it warrant the accuracy or quality of the content contained herein. Birch Run Investments has been independently verified for the

period ending December 31, 2022. The performance data quoted represents past performance; past performance does not guarantee

future results. Current performance may be lower or higher than the performance data quoted. The gross performance results were

calculated on a time weighted basis, include all dividends and interest, accrual income, realized and unrealized gains or losses, and are

net of all brokerage commissions and execution costs. Net performance represents the gross results net of investment management

fees and in some cases custody charges. To receive a complete list and description of Birch Run Investments composites and/or a

presentation that adheres to the GIPS standards, please contact David Killian by phone 610-321-3453, email info@birchruninvest.com,

or by mail 211 Welsh Pool Rd, Suite 234 Exton, PA 19341.

Top 10 Holdings

As discussed previously, stubbornly high inflation readings earlier this year led to the
Federal Reserve delaying interest rate cuts, electing to hold short term interest
unchanged to further combat inflation. By maintaining this restrictive policy stance,
recent readings on inflation have continued to improve and appear close to reaching a
sustainable path towards the Fed’s stated objective of 2.0%. The additional gains
achieved in tamping down inflation over the second quarter have come at the expense of
a softening in economic data which raises the risk of an economic contraction. GDP has
moderated and a growing number of economic indicators are reflecting the negative
effects of a prolonged period of restrictive monetary policy. One of the more
troublesome areas of weakness has been in the labor market. While still historically low,
the unemployment rate has risen over the past several months to 4.1%, a key level that
has preceded all but six rate cuts by the Federal Reserve since 1972.

In addition to a softening in the labor market, home sales are also reflecting the effects of
high interest rates as are rising delinquencies on credit cards and auto loans. The recent
slowdown in economic activity, while necessary to achieve the Fed’s inflation goal,
highlights the risk policymakers now face in balancing their dual mandate of price
stability and full employment. The Fed is widely expected to acknowledge the more
uncertain economic outlook by reducing the federal funds rate at the September FOMC
meeting and in doing so join seven other Global Central Banks that have already begun
the process of lowering interest rates. Market pricing suggests this one rate cut by year
end will be the only one this year. However, given the softening economic backdrop
there remains an increasing likelihood that the Fed moves more aggressively and cuts
rates more than expected.

The bond market reacted to the weakening economic data as expected with yields
steadily declining throughout the quarter. Declines were most pronounced on
intermediate maturities with the Ten-Year U.S Treasury yield ending the period at 4.20%.
While the yield curve has remained modestly inverted as the Fed has remained on hold,
we expect short term interest rates to react more swiftly when the rate cuts do occur
which should normalize the curve in the months ahead. We expect portfolio yield curve
positioning to be an important driver of relative returns in the coming year and will be
adjusting portfolio maturity exposure accordingly.

Despite mixed economic data, with the exception of bonds in the lowest high yield
ratings category, corporate bond credit spreads remained mostly unchanged during the
quarter. Rich valuations will continue to pose a headwind for further price appreciation
with additional outperformance more likely to come from the sectors yield advantage.
Given the increasingly uncertain outlook, we continue to emphasize issuers of higher
credit quality which are less susceptible to underperformance during a period of
economic contraction.

As we look to the future, we will continue to monitor Fed policy; however, the upcoming
elections and their possible impact on the economy and the business environment will
see an increasing role.
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US TREASURY 2.375% due 
05/15/2029

5.52%

US TREASURY 1.25% due 
06/30/2028

3.99%

US TREASURY 4% due 
02/15/2034

3.23%

US TREASURY 1.125% due 
02/29/2028

3.00%

US TREASURY 2.875% due 
08/15/2028

2.64%

FNMA #MA5207 4% due 
11/01/2053

2.10%

FNMA #FS6121 3% due 
02/01/2052

1.93%

FNMA #CB2928 2.5% due 
02/01/2052

1.92%

FNMA #FS5387 2.5% due 
05/01/2052

1.92%

FNMA #FS6943 3% due 
06/01/2052

1.91%
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