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Macro Update
Asset prices, with few exceptions, were beaten up in June to close out the worst first half
of a year for financial markets in decades. Market liquidity worsened as we moved towards
the midpoint of 2022 due to factors like the beginning of the Fed’s quantitative tapering,
adverse fund flows, and concerns over recession and inflation. The usual summer slowdown in trading activity didn’t help the cause. Most notably, the daily debate of recession
vs. inflation carried on, driving large daily moves (in both directions) followed by reversals.
The dominant question remains whether the Fed can successfully guide the economy in
avoiding a hard landing following rate hikes. While consumer spending has slowed, no
single outcome is inevitable, as the economy does still show resilience in various key areas.
A significant dynamic to watch will be the impact of the ramp-up of the Fed’s quantitative
tapering on liquidity, as dollars are pulled from the financial system and Treasury new
issuance turns negative.
Major global equity indices like the S&P 500 (-8.4%) and German DAX (-11.2%) fell
substantially in June. The U.S. tech rout worsened with the NASDAQ off by 8.7%. Emerging
markets were also hit hard (MSCI EM Index -7.1%), while the month’s out-performers were
the Asian equity indices. Japan’s Nikkei (-3.3%) experienced a lesser decline, while the
full outlier was China, with the Shanghai Composite up 6.7% as COVID lockdowns in the
country were dialed back.
Interest rate volatility picked up by 26% month over month as the MOVE Index hit a
2-year high. Overall, Treasury yields moved up substantially in June, driven by an aboveexpectation 8.5% CPI print. A partial retracement rally followed in the second half of the
month as recession concerns elevated. On net, the 2Y UST still sold off 40 bps in June. It is
270 bps higher year-over-year. The 2s-10s slope bear flattened by 23 bps.
Spreads suffered as well, as financial conditions tightened. The IG and HY indices were
wider by 25 bps and 163 bps for the month. Agency MBS spreads widened around 18 bps
while AAA Auto ABS moved out just 2 bps.
Volatility
MOVE Index (Rate Vol)
VIX Index (U.S. Equity Vol)

6/30/22
136
29

5/31/22
107
26

Change
26.5%
9.6%

U.S. Credit
IG Index OAS
IG Index Yield
HY Index OAS
HY Index Yield
HY Energy Index OAS

6/30/22
1.55%
4.70%
5.69%
8.89%
5.21%

5/31/22
1.30%
4.21%
4.06%
7.09%
3.77%

Change
25 bps
49 bps
163 bps
180 bps
144 bps
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U.S. Credit by Rating
AAA
AA
A

July, 2022
6/30/22
0.71%
0.88%
1.26%

5/31/22
0.59%
0.71%
1.05%

Change
12 bps
17 bps
21 bps

BBB
BB
B

1.92%
4.04%
6.31%

1.61%
2.63%
4.48%

31 bps
141 bps
183 bps

CCC

10.43%

8.30%

213 bps

U.S. Yield Curve & Rates
UST 2Y
UST 10Y
2s10s Slope

6/30/22
2.95%
3.01%
0.06%

5/31/22
2.56%
2.84%
0.29%

Change
40 bps
17 bps
-23 bps

UST 5Y
UST 30Y
5s30s Slope

3.04%
3.18%
0.14%

2.82%
3.05%
0.23%

22 bps
14 bps
-8 bps

3m LIBOR
SOFR

2.29%
1.50%

1.61%
0.79%

67 bps
71 bps

U.S. High Quality Spread
Agency MBS Basis
FNMA 10Y Bench. Index
AAA Auto ABS

6/30/22
1.36%
0.32%
0.96%

5/31/22
1.18%
0.31%
0.94%

Change
18 bps
1 bps
2 bps

Equities
S&P 500
Dow Jones Industrial Avg.
NASDAQ Composite
Shanghai Composite
Nikkei 225 (Japan)
Hang Seng (Hong Kong)
STOXX Europe 600
EURO STOXX 50
DAX (German)
CAC (France)
MSCI Emerging Markets

6/30/22
3,785
30,775
11,029
3,399
26,393
21,860
407
3,455
12,784
5,923
1,001

5/31/22
4,132
32,990
12,081
3,186
27,280
21,415
443
3,789
14,388
6,469
1,078

Change
-8.4%
-6.7%
-8.7%
6.7%
-3.3%
2.1%
-8.2%
-8.8%
-11.2%
-8.4%
-7.1%

Commodities
Oil (WTI)
Gold (oz.)
Bitcoin

6/30/22
$105.76
$1,807
$18,731

5/31/22
$114.67
$1,843
$31,788

Change
-7.8%
-1.9%
-41.1%
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Yorktown Funds Fixed Income Focus – In The Market For Some Friends
“The secret of life is honesty and fair dealing. If you can fake that, you’ve got it
made.”
- Groucho Marx
We are at the mid-point of the calendar. Halfway there. Or halfway done? I guess that
depends on whether you are an optimist or a pessimist. My wife and I visited Hawaii years
ago. We did the usual tourist things. One of which is the Road to Hana drive. It’s in all
the tourist books. A fantastic, scenic ride on tight but paved roads. The books tell you to
drive halfway, have some lunch, maybe check out the local tourist merchandise, then turn
around and go out the way you came in. It’s a full, slow day. A perfectly relaxed, vacationfriendly day. A “friend” of mine convinced me however that merely driving halfway and
turning around wasn’t the move. Rather he insisted I keep driving and go out the “back
side.” So, we drove leisurely in, had a nice lunch, and then, taking his advice, ignoring the
whole drive out the way you came in move, I hopped behind the wheel of my rental car
and went out the back side. It was one of the most harrowing drives of my life. A white
knuckler on a frightening road that turned into one lane in various spots, making you
negotiate space with traffic coming the other way. There was also limited to no guard rails
and ultimately, I had to battle against bottoming out my rental car in massive, crater-sized
potholes. I never forgave that “friend” for that advice.
So, as we hit the halfway point of the calendar of what has been a bumpy first half of the
year, we must consider where our footing lies and what options might be available going
forward. Having learned a valuable lesson in the past, we also feel it important to see what
our “friends” are telling us; are they being helpful or are they actually not helping at all?
As we have discussed of late, the market has flip-flopped almost daily on whether it fears
inflation or recession more. The daily change in attitude has caused havoc in rates and
credit spreads. Over the last few weeks of June, it seems recession fears have won the
short-term battle and we have seen rates rally and stabilize a bit within a band while credit
spreads leak further and further out. A good part of this widening can be attributed to
liquidity premiums rising. While fears of a recession are mounting, most corporate reporting
(beyond some recent concerns in the leisure sector such as cruise ships) has been, at worst,
fairly benign. And yet at the same time spreads have marched further and further out. A
good deal of the pressure on liquidity has come from mutual fund flows. It hasn’t mattered
much whether funds are investment-grade-focused or high-yield-concentrated, all bond
funds have seen flows turn somewhat negative, with some positive traction only now
appearing recently in IG.
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Investment Grade ($MM)
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That type of reported movement in flows should result in trading activity increasing to the
point of being robust; that is exactly the type of activity we are seeing. The charts below
illustrate it quite well. However, interestingly enough, what the charts below don’t show,
with regards to primary dealer activity, is a large reason why we would surmise liquidity
premiums are increasing.
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Primary Dealer Daily Avg. Trading Volume Corp ($MM)
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Primary Dealer Daily Avg. Corp. Sec. Below IG Trading Vol. ($MM)
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Typically, with an increased amount of trading, one would expect strong liquidity. In this
case, however, we are seeing liquidity premiums increase and price concessions rise. This
is resulting in OAS spreads overall widening to levels in some cases that mirror levels not
seen since the early days of the pandemic, prior to Fed intervention.
This brings us back to the primary dealers. As we mentioned above, the charts would seem
to indicate heavy primary dealer participation. It is important to note that when we use
the term “dealer” what most are referring to are the primary dealers; the big names in the
marketplace, those who carry large balance sheets and can afford to position securities.
Anecdotally, what we have heard from many market participants is a common refrain: the
dealers are not looking to buy anything, but at the same time they seem reluctant to sell
anything. Thus while trading activity illustrated above would seem to indicate they are still
participating, what the chart is really telling us is that the activity is mostly customer to
customer, with the primary dealers merely acting as a conduit. If true, this unwillingness to
support or participate in this market might be exacerbating the issue, contributing to the
liquidity premium rising.
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But that is market chatter. And talk can be cheap. Does the data support this?
Primary dealers take a lot of heat for a variety of reasons. In good and bad times, they are
accused of acting in their own interests rather than that of their clients or even of the
markets. It is important to note these are for-profit businesses. Nevertheless, the larger
dealers hold a unique position of reaping the benefits of appearing to be market-makers,
while having little downside when they decide that they no longer need to do so. They
routinely bring large primary issuance deals to the market, headlining as lead or back-up
underwriters and are then tasked with allocating to clients’ orders on those deals. Postissuance, many investors look to them to support deals, especially new ones, providing
bids and using balance sheet to position that security, helping to create a liquid market for
those deals. Not participating in this manner can create a sense of confusion in the market
as even new issues, months old, may not find a supporting level bid from those dealers on
the syndicate that announced, priced and allocated that deal. This in turn has a detrimental
effect on how that bond trades and can, if no support is visible, cause liquidity premiums
to widen out on a recent issue deal causing pain to those investors who participated in the
deal at launch.
As illustrated below, primary dealer positions in corporate securities have been falling
over the past 6 months to near 10-year lows. The only time we saw a serious spike in
holdings was shortly after the Fed intervened in the bond market, which was obviously
an advantageous moment to hold securities that suddenly were going to be heavily in
demand. Since that time, and especially since the start of the current year, the amount
positioned has been falling regularly, indicating a lack of buying or providing supporting
bids in the marketplace.
Primary Dealer Positions Net Outright Total Corp. Securities ($MM)
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A similar pattern emerges across other credit sectors. ABS typically has much smaller
amounts of issuance overall, but also has a much smaller investor base to that of corporate
debt. That characteristic can make it easy to justify for the primary dealers a reduced
willingness to position, but the overall result is the same. What we see is smaller holdings,
and liquidity premiums, rising in outstanding securities.
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Primary Dealer Positions Net Outright Total ABS ($MM)
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This type of activity, or even lack of it, tends to push liquidity premiums higher and thus
spreads wider is also pretty evident in Agency MBS. This sector has been hit quite harshly
over the past 9 months, with widening spreads becoming the talk of the market, as this
sector has underperformed at a near historic clip. A lot of attention has been paid to the
fact the Fed is in the process of winding down their holdings and potentially negatively
impacting the market. Lost in that explanation with regards to overall performance,
perhaps, is the role the dealers themselves seem to be playing.
Primary Dealer Net Outright MBS Holdings ($MM)
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The only place the primary dealers seem to be adding to their positions? Well, it would
seem to be Agency paper. With interest rate movement and yields on treasuries climbing,
one could see rate volatility having an impact on rate sensitive securities such as MBS.
In addition, with a looming concern about credit due to recessionary pressures, dealers
would appear to also be stepping away from those markets. Thus, it seems natural that if
they were going to use balance sheet, they seem relatively open to it being used for more
vanilla, liquid holdings such as Agency paper.
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Primary Dealer Positions Net Outright Agency ($MM)
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The inaction of the major dealers surely seems like it is affecting the liquidity premium now
being folded into the spreads of corporate bonds. It is somewhat noticeable in investment
grade securities, and very obvious based on price concessions in high yield. This shines
a spotlight on just how markets operate and how even the slightest shift in how each
counterparty is operating can have an affect on the overall feel and efficiency of those
markets. There are a great deal of smaller dealers that operate in a customer to customer
manner now, and always have done so. Those dealers tend to be smaller and thus have
limited to no balance sheet to act in the manner of market makers. Their role is mostly
to act as a conduit between buyers and sellers in the market, and they have operated in
this manner historically. There has been no departure in how this role is played and so no
change in how the market would operate when considering this. The larger dealers, the
ones you see as lead underwriter on large syndicate deals in the primary market, typically
are leaned on to operate or play a different role, that of more a market maker. When those
large dealers shift their operation type, start shutting down their balance sheets, and
morph into the characteristics more regularly expected of the smaller dealers, it causes a
shift in how markets operate and contributes to spread widening. We have seen extreme
cases of this during the Great Financial Crisis and more recently, for a shorter period of
time, during the initial days of the pandemic. Recently however, it has been less focused
on as a contributing factor to what we are currently seeing in the fixed income markets. In
this particular case it is far more stealth, but if you dig deep enough, evidence seems to be
there that it is happening, albeit in a more stealth manner or one without the screaming
headlines.
Data points like this are not only a good reflection point on just where markets are, but as
we have said in the past, an indication of where opportunities are available. The dealers
are not going to shift balance sheet usage overnight, and thus, it would seem that taking
advantage of opportunities by providing liquidity in a targeted manner are going to be
available for the near term. Once sentiment shifts and dealers open up their balance
sheets again, we would expect spreads to tighten dramatically. That would indicate that
legacy positions are seemingly on the cusp of some sort of tightening and a recovery of
performance. More importantly, by hoarding cash and selectively pruning exposures to
create more cash, one may build value in the portfolio by taking advantage of a moment,
in the right securities, to potentially build future performance when maybe credit is less of
a concern, but liquidity premiums are advantageous and demanding attention.
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Multi-Sector Bond
Another month, another FOMC meeting, and another rate hike. In June, as anticipated,
the Fed gave the market what it wanted with a 75bps rate hike. With that hike and followup speeches, the Fed is now back to trying to exude confidence that they are on the
ball. However, the market continues to push rates around. Nevertheless, like last month,
inflation fears seem to be alternating daily with recession fears; with those fears comes
further spread widening in credit. Both investment grade and high yield are seeing spread
widening, with high yield seemingly more exacerbated. Rates do seem to be stabilizing,
picking up some of the theme of the previous month end. However, recession fears are
becoming more and more of concern with market participants.
Those fears, alongside quarter end angst, have impacted market liquidity some. With the
volatility abounding, the primary market continues to limp along. Furthermore, we have
seen anecdotal evidence of dealers stepping back at the same time. They seem less eager
to bid on offerings, and yet at the same time, just as unwilling to offer bonds. Liquidity still
remains adequate, but that lack of activity has meant that the liquidity premium on buying
and selling has also entered the fray, further impacting transaction prices. In these types of
moments, it is a buyer market somewhat, with opportunities available for those providing
liquidity, allowing those investors to lock in potential solid future upside.
We are seeing varying degrees of anecdotal evidence of shifting situations in the market.
Like any situation, the question becomes “are movements and fears going too far?”
Opportunity typically lurks in the background. As such, we consider all inputs to provide a
market color steps away from just relying on government reports, which can contain not
only stale data, but the risk of revision later in the month. Empirical data from sources like
large retailers can sometimes provide a more up-to-date picture of what is occurring in
markets and help shape thoughts around proactive measures to size up opportunities or
whether more defense needs to be played. We are witnessing ever so slightly some cracks
in the inflation worries, and as such, would consider an equivalent response in how we
approach interest rates. At the same time, one has to take into consideration the risk of
rates being too aggressive and lending itself to fanning recession. All of which leads us to
re-evaluate risk overall and positioning but also what it means to future performance of
individual sectors.
Moments like this require a consistent approach. We continue to do just that, remaining
true to our approved list, and using that list to target opportunities in certain sectors and
issuers. we feel taking what the market will give you in terms of investigating and executing
advantageous moves may lead to overperformance. We continue to favor investment grade
over high yield near term, as risk concerns and liquidity typically squeeze sub-investment
grade more in moments like this. Our rate outlook and duration targets have shifted ever
so slightly as we consider whether expectations have already been priced into asset price
levels, and we feel slight changes to favored spots on the yield curve may provide more
upside down the road.
Noted asset sector target or bias this month includes:
•

Unfavored sectors such as energy, BDCs and REITs remain unattractive. Fossil fuel
energy had a nice rebound and run, but with crude prices stagnating (and even
dropping) from recent highs, and the political efforts to push prices at the pump
down, we have seen a retreating from the sector and spread widening, reminding
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us again why we avoid the area. BDCs and REITs suffer for different underlying credit
reasons, with each area having some spread widening issues. Making matters worse
is the liquidity premium for both these sectors, which even in more benign times is
prevalent and in times such as these, crushing.
•

Auto ABS continues to be a valued area. ABS spreads in auto paper, and all of ABS, have
widened out. However as deals season, upgrades are more likely to occur in this space
than in corporates. Thus, even without overall credit spread tightening, individual
deals may look forward to possible rating upgrades to cause spread tightening on
those securities, potentially leading to future overperformance. Furthermore, auto ABS
continues to be highly liquid, even in this environment, providing another core and
important characteristic to its overall strong profile.

•

Overall corp. spreads continue to offer compelling value, especially in IG. Longer
plots on the yield curve are attractive, as opportunities in certain maturities appear to
offer value more than others. Pandemic re-opening sectors have chilled over recent
weeks, especially as concerns of recession ripple through the market. However, in
certain short maturities, that too can represent some value as pricing movement
seems indiscriminate and tends to tier between maturities and sub versus senior type
evaluations. We have found value in rail, container, pharma and utility sectors of late,
and with some tech names caught up in the equity downdraft that has hit that sector.

•

We have moved CLO paper to neutral. We continue to like the credit enhancement
level protection offered from a credit standpoint, and the underlying loan credit due
to its secured nature and historical recovery levels, as well as the floating liability
structure. Nevertheless, with spread movement and higher liquidity premiums, current
exposures are adequate to capture the diversification benefits without overweighting
risks.

•

Floating-rate securities are being moved to neutral. Current exposures are providing
some cushion against volatility and with the added bonus of yield enhancement once
resets occur. In this part of the cycle, LIBOR floaters seem more desired due to the
anticipatory nature of LIBOR versus SOFR. However, at this point in the cycle, beyond
yield enhancement, floating-rate securities are fairly priced and we don’t expect much
more overperformance from that sector in the near-term.

•

Agency MBS continues to be a favored sector. With rate volatility in the air and
uncertainty about the Fed’s balance sheet and their actions to reduce its size, spreads
continue to widen in the sector. We would expect that widening to relax at some point,
and once attention returns to this asset sector, spreads to reverse and value captured.

•

Preferreds continue to move in sympathy with equities as a risk asset. Additionally, yield
expectations for the sector have shifted, widening. During a low-rate environment,
market participants piled into the sector hoping to pick-up incremental yield, driving
pricing and yield in aggressively. As spreads have widened out, market participants
have left the area and preferreds have widened out to levels that now seem attractive.
It continues to be a volatile area and price movement can sometimes be irrational, but
the financials in the sector are solid credits and yields have reached attractive status.

With the rate picture getting a little more clear with each hike, we continue to feel rates
falling into a tighter and tighter band. That provides insight and allows us to sharpen
exposure targets for various sectors and security types. Additionally, recession fears and
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liquidity premiums are creating some slowdown signals to the market, while at the same
time opening up pockets of value to capture for upside performance in the near-term. We
continue to work on finding optimum levels for exposures and sectors, and utilizing dry
powder to take advantage of those opportunities as we see them.
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Definition of Terms
Basis Points (bps) - refers to a common unit of measure for interest rates and other percentages in finance. One basis point is equal
to 1/100th of 1%, or 0.01%, or 0.0001, and is used to denote the percentage change in a financial instrument.
Curvature - A yield curve is a line that plots yields (interest rates) of bonds having equal credit quality but differing maturity dates.
The slope of the yield curve gives an idea of future interest rate changes and economic activity.
Mortgage-Backed Security (MBS) - A mortgage-backed security is an investment similar to a bond that is made up of a bundle of
home loans bought from the banks that issued them.
Collateralized Loan Obligation (CLO) - A collateralized loan obligation is a single security backed by a pool of debt.
Commercial Real Estate Loan (CRE) - A mortgage secured by a lien on commercial property as opposed to residential property.
CRE CLO - The underlying assets of a CRE CLO are short-term floating rate loans collateralized by transitional properties.
Asset-Backed Security (ABS) - An asset-backed security is an investment security—a bond or note—which is collateralized by a pool
of assets, such as loans, leases, credit card debt, royalties, or receivables.
Option-Adjusted Spread (OAS) - The measurement of the spread of a fixed-income security rate and the risk-free rate of return,
which is then adjusted to take into account an embedded option.
Enhanced Equipment Trust Certificate (EETC) - One form of equipment trust certificate that is issued and managed through special
purpose vehicles known as pass-through trusts. These special purpose vehicles (SPEs) allow borrowers to aggregate multiple equipment purchases into one debt security
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Definition of Terms
Real Estate Investment Trust (REIT) - A company that owns, operates, or finances income-generating real estate. Modeled after
mutual funds, REITs pool the capital of numerous investors.
London InterBank Offered Rate (LIBOR) - a benchmark interest rate at which major global banks lend to one another in the international interbank market for short-term loans.
Secured Overnight Financing Rate (SOFR) - a benchmark interest rate for dollar-denominated derivatives and loans that is replacing
the London interbank offered rate (LIBOR).
Delta - the ratio that compares the change in the price of an asset, usually marketable securities, to the corresponding change in
the price of its derivative.
Commercial Mortgage-Backed Security (CMBS) - fixed-income investment products that are backed by mortgages on commercial
properties rather than residential real estate.
Floating-Rate Note (FRN) - a bond with a variable interest rate that allows investors to benefit from rising interest rates.
Consumer Price Index (CPI) - a measure that examines the weighted average of prices of a basket of consumer goods and services,
such as transportation, food, and medical care. It is calculated by taking price changes for each item in the predetermined basket of
goods and averaging them.
Net Asset Value (NAV) - represents the net value of an entity and is calculated as the total value of the entity’s assets minus the total
value of its liabilities.
S&P 500 - The Standard and Poor's 500, or simply the S&P 500, is a stock market index tracking the stock performance of 500 large
companies listed on exchanges in the United States.
German DAX - The DAX—also known as the Deutscher Aktien Index or the GER40—is a stock index that represents 40 of the
largest and most liquid German companies that trade on the Frankfurt Exchange. The prices used to calculate the DAX Index come
through Xetra, an electronic trading system.
NASDAQ - The Nasdaq Stock Market (National Association of Securities Dealers Automated Quotations Stock Market) is an American
stock exchange based in New York City. It is ranked second on the list of stock exchanges by market capitalization of shares traded,
behind the New York Stock Exchange.
MSCI EM Index - The MSCI Emerging Markets Index captures large and mid cap representation across 24 Emerging Markets (EM)
countries. With 1,382 constituents, the index covers approximately 85% of the free float-adjusted market capitalization in each
country.
Nikkei - The Nikkei is short for Japan's Nikkei 225 Stock Average, the leading and most-respected index of Japanese stocks. It is a
price-weighted index composed of Japan's top 225 blue-chip companies traded on the Tokyo Stock Exchange.
Shanghai Composite - is a stock market index of all stocks (A shares and B shares) that are traded at the Shanghai Stock Exchange.
MOVE Index - The ICE BofA MOVE Index (OVE) measures Treasury rate volatility through options pricing.
Duration Risk - the name economists give to the risk associated with the sensitivity of a bond's price to a one percent change in
interest rates.
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Definition of Terms
Federal Open Market Committee (FOMC) - the branch of the Federal Reserve System (FRS) that determines the direction of monetary policy specifically by directing open market operations (OMO).
United States Treasury (UST) - the national treasury of the federal government of the United States where it serves as an executive
department. The Treasury manages all of the money coming into the government and paid out by it.
High Yield (HY) - high-yield bonds (also called junk bonds) are bonds that pay higher interest rates because they have lower credit
ratings than investment-grade bonds. High-yield bonds are more likely to default, so they must pay a higher yield than investment-grade bonds to compensate investors.
Investment Grade (IG) - an investment grade is a rating that signifies that a municipal or corporate bond presents a relatively low
risk of default.
Exchange Traded Fund (ETF) - an exchange traded fund (ETF) is a type of security that tracks an index, sector, commodity, or other
asset, but which can be purchased or sold on a stock exchange the same as a regular stock.
Federal Family Education Loan Program (FFELP) - a program that worked with private lenders to provide education loans guaranteed by the federal government.
Business Development Program (BDC) - an organization that invests in small- and medium-sized companies as well as distressed
companies.

You should carefully consider the investment objectives, potential risks, management fees, charges and expenses of the
fund before investing. The fund's prospectus contains this and other information about the fund and should be read carefully before investing. You may obtain a current copy of the fund's prospectus by calling 800-544-6060.
The fund itself has not been rated by an independent rating agency. Ratings (other than U.S. Treasury securities or securities issued or
backed by U.S. agencies) provided by Nationally Recognized Statistical Rating Organizations (NRSRO’s) including Standard & Poor’s, Moody’s,
Fitch, Kroll, Morningstar DBRS, A.M. Best, and Egan-Jones. This breakdown is not an S&P credit rating or an opinion of S&P as to the creditworthiness of such portfolio. This breakdown is provided by Yorktown Management & Research. When calculating the credit quality breakdown,
the manager selects the middle rating when three or more rating agencies rate a security. When two agencies rate a security, the higher
of the two ratings is used, and one rating is used if that is all that is provided. A rating of BB and below would represent below investment-grade. Ratings apply to the credit worthiness of the issuers of the underlying securities and not the fund or its shares. Ratings may be
subject to change.
As of the most recent prospectus, the operating expense ratios for the Yorktown Multi-Sector Bond Fund are as follows: Class A,
1.11%; Class L, 1.61%; Institutional Class, 0.61%. The Fund does not use fee waivers at this time.
Fixed income investments are affected by a number of risks, including fluctuation in interest rates, credit risk, and prepayment risk.
In general, as prevailing interest rates rise, fixed income securities prices will fall.
Past performance is no guarantee of future results. The investment return and principal value of an investment will fluctuate so that
an investor's shares, when redeemed, may be worth more or less than their original cost. There is no guarantee that this, or any,
investing strategy will succeed. Diversification does not ensure a profit or guarantee against loss.
There is no affiliation between Ultimus Fund Distributors, LLC and the other firms referenced in this material.
The Fund is distributed by Ultimus Fund Distributors, LLC.
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