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Return Attribution QTD YTD Notes

Security Selection 0.19% -0.31%

Individual credit selection is driven by fundamental bottom-up research that revolves 
around stress testing individual issuer's cash flows and understanding the issuer's 
ability to withstand adverse environments and scenarios. During the quarter, the 
strategy experienced positive outperformance within the consumer cyclical space, 
driven by differentiated performance within gaming and auto credits. Our credit 
selection within energy detracted slightly from relative performance as lower quality 
credit within that industry outperformed with the sharp run-up in underlying 
commodity pricing.

Sector Selection 0.03% -0.49%

The strategy's quality bias and focus on capital preservation contributed to positive 
relative performance within sector selection during the quarter. The strategy 
maintained an overweight to higher rated credits versus the index with no exposure 
to CCC rated securities. Rating category returns within the index for the quarter were 
+0.17% for 1-10 yr BBBs, +1.09% for BBs, +0.61% for Bs, and +0.75% for CCCs. The 
strategy also carried an overweight to the energy industry, the top-performing 
industry within the index during the quarter (+1.69%), which aided performance.

Parallel Duration Shift 0.05% -0.25%
During the quarter, the strategy's duration tracked slightly shorter than that of the 
index, a consequence of security selection, resulting in a positive impact to relative 
performance for the quarter. 

TOTAL** 0.27% -1.05%

1 Source: Bank of America Merrill Lynch
*Preliminary composite performance. ** Totals may not add exactly due to rounding. Source: Bloomberg, BondEdge
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MARKET COMMENTARY

Market Overview

The third quarter opened as fears were beginning to escalate with respect to the COVID-19 Delta variant and its potential negative 
impact on economic growth. In the beginning of July, the yield on the benchmark 10-year Treasury declined from 1.45% to 1.19% as
the market grappled with the latest wave of infections across the world. The weeks between the beginning and the end of the quarter 
were relatively quiet, but as September neared its end, Delta variant concerns were replaced by inflation fears and by expectations 
that the Federal Reserve (Fed) would begin tapering asset purchases in the fourth quarter. In the final week of the quarter alone, the 
10-year jumped a sharp 22 basis points (bps), reversing the decline and leaving rates at 1.52%, an overall change of 7 bps. High yield’s 
outperformance continued in the third quarter, with every ratings category generating positive returns and outperforming Treasuries 
and investment-grade-rated credit. The high yield default rate has improved for eight consecutive months and is now sitting at just 
3.3%,1 the lowest rate since August 2019. 

Performance

The Segall Bryant & Hamill Quality High Yield Fixed Income strategy returned 1.16%* for the third quarter versus 0.89% for the 
Bloomberg U.S. High Yield 2% Issuer Capped Index. Details of the contributors and detractors from performance are in the table 
below.  

(Continued on next page)
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MARKET COMMENTARY (continued)

Outlook and Positioning

There are various factors impacting our outlook as we enter the final quarter of 2021. Arguably the most important is the broad 

continuation of economic improvement—both domestically and worldwide—stemming from the waning impact of COVID-19 and its 

Delta variant. Corporate balance sheets are in good shape, but many corporations are still dealing with income statement pressures 

from ongoing strains in supply chains and shortages of labor. We continue to see optimism around corporate outlooks, 

counterbalanced by the recognition that: a) bond spreads remain tight from a historical context, and b) improved global economic

growth, coupled with inflation that is still evident in many areas, is likely to prompt the Fed to taper asset purchases sometime in the 

near future. 

There are a multitude of factors that could stop any recovery in its tracks, or at the very least impact many corporate credits, including 

the real estate bubble in China, partisan wrangling in Washington over the debt ceiling and infrastructure spending, and higher energy 

prices globally, to name a few. We value the trust placed in us to manage client portfolios and will remain vigilant with respect to 

these and other threats and opportunities.

We continue to find opportunities in the high yield market and are currently emphasizing rating agency misclassifications. The rating 

agencies have been particularly active in reacting to the volatility in the market and economy over the last few years. They quickly 

reacted in 2020 to the COVID-19 outbreak and its impact on corporate issuers with downgrades, including the movement of a number 

of investment grade issuers to high yield status (“Fallen Angels”). However, the recent economic momentum and the broad 

improvement in corporate balance sheets are now driving the agencies toward credit rating upgrades and an increasing number of 

“Rising Star” candidates. Rising Stars are high yield credits that move up the ratings scale to investment grade status. The technical 

support to valuations for such a move is driven by an investment grade buyer base that is approximately 5X larger than high yield and 

is searching for new names with enhanced yield. Our focus on high quality high yield and our understanding of the opportunities and 

changing valuations that occur for crossover credits have allowed us to find value in credits as they teeter on the cusp of high yield 

and investment grade ratings. We were able to purchase Fallen Angels at nice valuations in 2020 and we believe we have identified a 

number of Rising Stars within the current portfolio that we anticipate will positively influence performance over the upcoming year.

Thank you for your continued support. 

Market Commentaries contain certain forward-looking statements about factors that may affect future performance. These statements are based on portfolio 
management’s predictions and expectations concerning certain future events and their expected impact on the strategy, such as performance of the economy as a 
whole and of specific industry sectors, changes in the levels of interest rates, the impact of developing world events, and other factors that may influence the future 
performance of the strategy. Portfolio management believes these forward-looking statements to be reasonable, although these events are inherently uncertain and 
difficult to predict. Actual events may cause adjustments in portfolio management strategies from those currently expected to be employed. This investment may not be 
suitable for all investors.
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SBH Gross 1.16% 3.49% 7.96% 7.21% 6.14% 6.99% 7.01%

Bloomberg U.S. HY 2% Issuer Capped Index 0.89% 4.54% 11.27% 6.89% 6.50% 7.42% 7.46%

*  Preliminary. Periods greater than one year are annualized. Historical performance cannot guarantee future results.  Effective third quarter 2019, the primary 
benchmark for the Segall Bryant & Hamill Quality High Yield Strategy has changed to the Bloomberg U.S. High Yield 2% Issuer Capped Index. The Strategy has elected to 
use the Bloomberg U.S. High Yield 2% Issuer Capped Index because management believes it is a more appropriate broad-based index for comparison purposes. 
See specific performance disclosure pages at the end of the presentation.
Source:  Bloomberg. “Bloomberg®” and Bloomberg U.S. High Yield 2% Issuer Capped Bond Index are service marks of Bloomberg Finance L.P. and its affiliates, including 
Bloomberg Index Services Limited (“BISL”), the administrator of the index (collectively, “Bloomberg”) and have been licensed for use for certain purposes by SBH. 
Bloomberg is not affiliated with SBH, and Bloomberg does not approve, endorse, review, or recommend SBH Quality High Yield Fixed Income. Bloomberg does not 
guarantee the timeliness, accurateness, or completeness of any data or information relating to SBH Quality High Yield Fixed Income. 
1 SBH Composite
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* Preliminary. Periods greater than one year are annualized. Historical performance cannot guarantee future results.  

QUALITY HIGH YIELD FIXED INCOME COMPOSITE PERFORMANCE*
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Segall Bryant & Hamill (SBH) is a Registered Investment Adviser established in 1994. SBH provides fee-based management of fixed 
income and equity portfolios for institutional clients and high net worth individuals. On June 30, 2015, SBH acquired Philadelphia 
International Advisors (PIA). Prior to the acquisition, PIA was a privately held investment management firm whose sole focus was the 
management of international equities. The group that was formerly PIA manages all SBH’s international composites which have been a 
part of SBH since the acquisition. On May 1, 2018, SBH acquired Denver Investment Advisors LLC (aka Denver Investments). As a result 
of the Denver Investments acquisition, SBH added several new Portfolio Managers and composites to the overall firm. The Quality High 
Yield Fixed Income composite was created May 2018. The composite's performance inception date is October 1, 2000. Performance
shown prior to May 1, 2018 represents results achieved by the Fixed Income team while it was a part of Denver Investment Advisors. 
The Quality High Yield Fixed Income composite is defined to include all fee-paying, discretionary accounts that are managed according 
to the Quality High Yield Fixed Income strategy. The composite includes all actively managed accounts that are benchmarked to the 
Bloomberg US Corporate High Yield 2% Capped Index and invest in high-income producing securities, primarily corporate bonds, 
concentrated in below-investment grade securities with maturities less than 30 years. Accounts in the composite invest in both SEC 
registered securities and private 144a securities. Accordingly, the composite is benchmarked against the Bloomberg U.S. High Yield 2% 
Issuer Cap. The Bloomberg US High Yield 2% Issuer Index measures the performance of high yield corporate bonds with a maximum of
2% to any one issuer. Prior to September 2019, the composite's benchmark was the Bloomberg US High Yield Ba. The benchmark was 
changed to the Bloomberg US High Yield 2% Issuer Cap on 9/16/2019 because management believes it is a more appropriate broad-
based index for comparison purposes. Gross results are shown net of trading costs and include the reinvestment of all dividends and 
interest.  Net results are shown net of management fees as well as trading costs and include the reinvestment of all dividends and 
interest. As of January 1, 2019, net results reflect actual fees paid. The current fee schedule applicable to the Quality High Yield Fixed 
Income composite accounts is 0.35% on the first $25 million of assets, 0.30% on the next $25 million of assets and 0.25% over $50 
million of assets.  Actual fees will vary. From 1/1/08 to 12/31/14, net of fee returns were calculated by deducting the maximum 
applicable advisory fee in effect, pro-rated on a quarterly basis. From 1/1/15 – 12/31/18, net of fee returns were calculated by
deducting the maximum applicable advisory fee in effect, pro-rated on a monthly basis. All information is based on US dollar values. 
Dispersion of returns is measured by an equal weighted standard deviation of all the accounts in the composite for a full year period. 
Composite dispersion and three year standard deviation are calculated using gross returns. Neither the composite nor the benchmark 
returns reflect the withholding of any taxes for ordinary income or capital gains. Segall Bryant & Hamill claims compliance with the 
Global Investment Performance Standards (GIPS®) and has prepared and presented this report in compliance with the GIPS standards. 
Segall Bryant & Hamill has been independently verified for the periods January 1, 2000 through December 31, 2020. The verification 
report is available upon request. A firm that claims compliance with the GIPS standards must establish policies and procedures for 
complying with all the applicable requirements of the GIPS standards. Verification provides assurance on whether the firm's policies and 
procedures related to composite and pooled fund maintenance, as well as the calculation, presentation, and distribution of 
performance, have been designed in compliance with the GIPS standards and have been implemented on a firm-wide basis. Verification 
does not provide assurance on the accuracy of any specific performance report. It should be noted that principal risk is taken and that 
historical performance can not guarantee future results. A complete list and description of the firm's composites and pooled funds, as 
well as additional information regarding policies for valuing investments, calculating performance and preparing GIPS Reports, is 
available upon request from SBH. GIPS® is a registered trademark of the CFA Institute. The CFA Institute does not endorse or promote 
this organization, nor does it warrant the accuracy or quality of the content contained herein.


