
 
 

    
 

    
 
 

     

     

  

 
 

      

   

    

 
 

 
 

    

 

 

 
 

   

  

 
 

 
 

  

 

 

 

 
 

 

 

 

 
 

 

 

   

 
 

  
 

 
           

                            
                             

                                
                              

 

      
                              

                     
 

 

Galliard Stable Return Fund W 

Portfolio Commentary – First Quarter 2023 

The Galliard Stable Return Fund W (the Fund) is 100% invested in the Galliard Stable Return Fund Core 

INVESTMENT PERFORMANCE 

During the first quarter, the Galliard Stable Return Fund W continued its positive performance with a quarterly return of 0.65% (before 

investment management fees), which was up from the fourth quarter’s return of 0.61% (before investment management fees). The current 

blended yield for the Fund increased during the quarter to 2.75% (before investment management fees). In the coming quarter, we expect the 

Fund's blended yield to increase modestly. 

PORTFOLIO COMMENTARY 

The Fund had net outflows of $987.5 million during the quarter, which represented an decrease of 4.3% in total Fund assets. The overall 

duration of the Fund was 2.82 years at the end of the quarter, in line with the duration at the end of the previous quarter. In the current market 

environment, we are managing the Fund’s duration toward the middle of its target range, while maintaining an appropriate level of liquidity. 

The average credit quality at the contract level remains strong at Aa3/AA-. 

The Fund’s market-to-book-value ratio increased during the quarter to 95.0%. Strong market value returns in the underlying bond portfolios 

helped with the quarterly increase. The credit quality of the underlying bond portfolios remains strong with 68.4% of the portfolio’s securities 

rated AAA on average, as rated by S&P, Moody’s, and Fitch. Sector allocations continue to be broadly diversified across the bond market. 

ECONOMIC COMMENTARY 

The first quarter of 2023 can be summarized in one word: volatility. We ended 2022 with consumer spending slowing into the holiday season, 

business activity pulling back, inflation finally trending lower, and the Fed downshifting to a slower pace of monetary policy tightening. By late 

February, broader economic trends supported continued policy tightening and the market had come around to the Fed’s “higher for longer” 
position. Only a few days later, stress in the banking sector resulted in multiple bank failures in the U.S., including Silicon Valley Bank and 

Signature Bank. Then, after years of strategic missteps, Credit Suisse found itself on the brink of collapse. Liquidity stress in the banking 

system has been calmed for now; however, many questions remain. 

For the time being, the economic engine in the U.S. remains intact. 4Q GDP growth registered 2.6% q/q annualized, while 1Q GDP growth is 

expected to be 1.0%-2.0% q/q annualized, with most forecasts calling for a recession to begin sometime over the next several quarters. The 

labor market remains hot, but with inflation still problematic, higher interest rates, and frequent headlines about possible recession, it comes as 

no surprise that consumer confidence remains subdued. Overall, housing activity remains muted and businesses activity remains soft. Despite 

persistent labor market strength and a possible resurgence in inflation, the Fed is expected to proceed with caution until the impact of tighter 

credit conditions is revealed. 

The market believes a Fed pivot is close at hand, commensurate with a pending recession; however, the recent SEP dot plot and Fed 

messaging suggest otherwise. With reduced liquidity and an elevated risk of recession, volatility in risk assets has persisted, reflecting fatter 

tails and the risk of unintended consequences. Portfolios are fully invested, generally speaking, and we are comfortable with positioning given 

the market environment. Going forward, we will continue to opportunistically add value given spreads remain relatively attractive. However, we 

continue to be mindful of downside risks and potential headwinds that may impact our portfolio allocation and positioning decisions. 

GUIDELINE COMPLIANCE 

We have not become aware of any investment guideline compliance issues occurring in the portfolio during the quarter. 

Past performance is not an indication of how the investment will perform in the future. 
Returns for periods less than one year are not annualized. Returns designated as “before investment management fees” include all income, realized and unrealized capital gains and losses and all annual 
fund operating expenses. Returns may have been impacted by the effect of compounding and have been rounded to the nearest basis point. Returns designa ted as “before investment management fees” 
do not reflect the maximum 0.25% fee which may be charged by Galliard for management of each client’s account. For example, if the maximum advisory fee of 0.25% were deducted quarterly from each 
account, a one year annualized total return of 2.31% as of March 31, 2023, would have been reduced by 0.25% to 2.06%, which includes the effect of compounding these fees. 

FOR INSTITUTIONAL INVESTOR USE ONLY. 
The information contained herein reflects the views of Galliard Capital Management, LLC. and sources believed to be reliable by Galliard as of the date of publication. No representation or warranty is 
made concerning the accuracy of any data and there is no guarantee that any projection, opinion, or forecast herein will be realized. 

Galliard Client Service 
612.667.3220 

GalliardClientService@galliard.com 
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