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Class Quarter     YTD 1-Year  3-Year 5-Year

Since
Inception
6/30/14

Expense Ratios 
(net / gross)

Class A - ASDAX 1.34 1.34 0.87 2.06 1.50 1.59
0.84 / 0.84

   With sales charge* -1.20 -1.20 -1.61 1.19 0.99 1.30

Class C - ASDCX** 1.05 1.05 0.02 1.25 0.73 0.84 1.59 / 1.59

Class I - ASDIX 1.40 1.40 1.03 2.32 1.75 1.85 0.59 / 0.59

Bloomberg 1-3 Year US 
Govt/Credit^ 1.51 1.51 0.26 -0.37 1.26 1.04

While the banking situation continues to evolve, on March 22, 
2023 the Federal Reserve (Fed) announced a 25 basis point (bp 
– .01% of 1) rate hike to a range of 4.75% - 5%.1 Chair Powell 
acknowledged that recent banking developments would likely 
lead to tighter credit conditions, which would assist in the fight 
against inflation, although the overall impact on the economy 
and inflation was unknowable. Given this and the continued 
belief that it will take further restrictive policy to achieve the Fed’s 
2% inflation target, Chair Powell left open the possibility of some 
additional policy firming in 2023.2

The Fed’s median terminal rate expectation of 5.25% aligns with 
our January forecast, though our expectation for cuts to begin 
before year end conflicts with the Fed’s ongoing view that rate 
cuts will not be necessary in 2023.3

After a fourth quarter in which consumer and business activity 
slowed materially, data year-to-date has been mixed. While 
January consumer activity data showed more resilience, February 
data has showed signs of slowing and the challenges that are 
still playing out in the banking sector may weigh on consumer 
sentiment. Away from the consumer, manufacturing and housing 
activity continued to decline.4

Recent labor market data has sent conflicting signals, with 
higher-than-expected net job adds despite rising layoffs and 
softening wage growth.5 Given the COVID labor market 

experience, we believe companies may be more inclined to 
hold onto workers than in past recessions, potentially resulting 
in a smaller increase in unemployment at the expense of higher 
labor costs and lower profit margins. If the recent banking 
sector issues have a material knock-on impact to consumer and 
business sentiment, companies may revert to the traditional 
slowing business playbook of cutting costs through headcount 
reductions.

The combination of aggressive Fed policy and weakening 
growth could be headwinds to inflation, resulting in a potential 
overshoot to the downside versus the Fed’s 2% target in 2023, 
before returning to target in 2024-2025. Recent economic 
data has been accompanied by some indicators of inflation 
resiliency, which we think complicates the Fed’s challenge of 
bringing inflation back to target while also minimizing harm to 
the broader economy. Should the economy continue to hold up 
well, inflation will likely remain elevated.

PORTFOLIO POSITIONING / PERFORMANCE
Over the course of the first quarter, we increased the allocation 
to cash and U.S. Treasuries in lieu of the credit sectors. The 
decision was driven by the preference to move the portfolio up-
in-quality given the uncertain economic backdrop and the crisis 
of confidence witnessed in the banking sector. This increase in 
the allocation to cash was achieved more specifically through 

The following commentary is from HIMCO, the sub-advisor to the Fund and the “we” throughout the commentary. Please note that this discussion provides a very detailed 
review of the market and an analysis of the strategies utilized by Fund. Some of this analysis may be difficult for the average investor to fully understand. It is presented here 
for those who may have an interest in such a discussion and as always, we encourage investors to discuss questions with a financial professional.

Standardized Performance as of 3/31/23 (%) *Sales charge for Class A: 2.50%, maximum 
deferred sales charge 1.00%. **Class C shares 
are subject to a contingent deferred sales charge 
of 1.00% when redeemed within 12 months of 
purchase. Performance returns would be lower 
if this charge was reflected. 
^Bloomberg 1-3 Year US Government/Credit Index is 
the 1-3 year component of the US Government/Credit 
Index, which includes US Treasury notes, agencies, and 
publicly issued US corporate and foreign debentures and 
secured notes that meet specified maturity, liquidity, and 
quality requirements.  An investor cannot invest directly 
in an index. Indices do not include cash.
Returns for periods longer than one year are 
annualized. Redemption fee if redeemed within 30 
days of purchase: 1.00%.  The total annual fund 
operating expenses and net operating expenses do 
not correlate to the ratio of expenses to average net 
assets appearing in the financial highlights table, 
which reflects only the operating expenses of the 
Fund and does not include acquired fund fees and 
expenses.   

The performance data quoted represents past performance and is not a guarantee of future results. 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. Current performance may be lower or higher than the performance 
information quoted. To obtain performance information current to the most recent month-end, please call 1-888-
966-9661.
Advisors Asset Management is an SEC-registered investment advisor and member FINRA/SIPC. SEC registration does not imply a 
certain level of skill or training; nor does it imply that the SEC has sponsored, recommended or otherwise approved of AAM. 
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a reduction primarily in shorter-dated investment grade 
corporates and to a lesser extent the bank loan sector.  

A consistent theme with prior quarters, we are less favorable 
on those securities and sectors that are at risk of further cash 
flow extension particularly given what could remain a more 
challenged refinancing macro backdrop as we move through 
2023. This is especially pertinent within the securitized asset 
classes. We have also continued to avoid direct exposure 
to the emerging market sector where geopolitical concerns 
remain prevalent and valuations are, in our opinion, generally 
less compelling relative to other sectors. The banking exposure 
of the Fund is at the senior part of the capital structure 
diversified amongst both type of institution and geography. 
There is no exposure to subordinated bank bonds. More 
specifically there is no exposure to additional Tier 1 (AT1) 
bonds including preferred securities. These securities have 
garnered significant attention and experienced material 
volatility following not only the events at Silicon Valley Bank 
and Signature Bank (neither of which was held in the portfolio) 
but also the proposed takeover of Credit Suisse by UBS.  
Within the regional bank sector, the exposure is invested in 
what are considered to be super regionals as well as middle 
tier regional senior bank bonds with shorter-dated maturities. 
While this sector has generally experienced significant 
volatility, we remain fundamentally comfortable with each 
of the portfolio’s holdings particularly with the additional 
programs announced by the Fed. Other announcements by 
global central banks have further aided in the beginning of 
recovery in valuations though this has not been uniform across 
the sector.

The duration of the Fund was unchanged on the quarter while 
the weighted average life shortened by 0.14 years. We 
continued to look for opportunities to extend the duration of the 
portfolio informed by several factors including a more certain 
macro-outlook, valuations and cashflows.

The Fund slightly underperformed the benchmark over the 
course of the quarter primarily due to its shorter duration 
posture as interest rates fell. However, the sector allocation 
and security selection were positive contributors offsetting a lot 
of that underperformance. The out-of-benchmark allocations 
to Collateralized loan obligations (CLOs), bank loans, high 
yield corporates and Commercial mortgage-backed securities 
(CMBS) contributed positively. Security selection within the 
banking sector was also a positive contributor to performance 
relative to the benchmark reflecting the up-in-quality bias. The 
portfolio’s underweight to U.S. Treasuries and overweight 
allocation to the investment grade corporate sector detracted, 
reflecting not only the interest rate volatility but also the spread 
volatility experienced over the course of the quarter. 

During the first quarter of 2023, the AAM/HIMCO Short 
Duration Fund Class A returned 1.34% and -1.20% including 
applicable sales charges, Class C returned 1.05% and Class 

I returned 1.40%.  The Fund’s benchmark, the Bloomberg 1-3 
Yr U.S. Government/Credit Index, returned 1.51% for the first 
quarter.6

OUTLOOK
The events of the first quarter of 2023, coupled with continued 
volatility in both interest rates and spreads, have added 
further to the uncertainty in the economic and macro-outlook. 
Conviction levels among investors appear low given the 
number of potential outcomes with the release of economic 
data being ever closely monitored. The data particularly 
garnering a lot of attention include those that are considered 
leading indicators of economic growth as well as employment 
and inflation gauges. While many may agree that we remain 
arguably in the latter stages of the tightening in monetary 
policy, the ultimate terminal level of the Federal Funds Rate and 
period that it will remain there continue to be widely debated. 
The upheaval witnessed in the banking sector has also added 
to concerns of what appears to be a foregone conclusion 
of tighter bank lending standards that is expected to present 
a further headwind to economic growth. This turmoil in the 
banking sector could also potentially be a foretell of the impact 
of the material tightening over the past 12 months given the 
lag with which monetary policy has historically acted. The 
inversion of the yield curve has added further to this narrative. 
Whether the Fed can still navigate a softish landing against 
this backdrop remains to be seen.

Geopolitical risks also remain top of mind across geographies, 
not least the recent announcement of further cuts in oil 
production that had not been widely expected. There also 
remains little sign of an end to the war in Ukraine while 
tensions between China and Taiwan continue to grow further. 
Ongoing gridlock in Washington has raised concerns that 
the need to address the debt ceiling in the U.S. may be left 
to the last moment which may only serve to add further to 
market volatility. Attention on the U.S. political front is then 
likely to pivot to the 2024 Presidential election which could 
potentially stoke further division in what will probably be a 
highly contentious campaign not least the primaries. This will 
be of particular importance for the market given the potential 
divergence of policy initiatives and outcomes.

We remain cautious in adding risk to the portfolio as we 
move through the first half of the year but anticipate there will 
be opportunities across asset classes. Our top-down macro 
view coupled with bottom-up security selection will continue 
to inform portfolio positioning. We expect to pursue adding 
duration on points of the curve where we feel we are being 
compensated. In the credit sectors we anticipate utilizing the 
new issue market, which has been challenging given the 
volatility, when we believe concessions are appropriate. The 
laddering of cash flows will remain a key tenet to our strategy 
allowing us to reposition in an efficient manner.

Past performance is not a guarantee of future results. See disclosures for additional important information.
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  For information the AAM/HIMCO Short Duration Fund, please contact a financial professional or visit aamlive.com.

1. https://www.federalreserve.gov/monetarypolicy/fomcpresconf20230322.htm
2. https://www.federalreserve.gov/monetarypolicy/fomcpresconf20230322.htm
3. https://www.federalreserve.gov/monetarypolicy/fomcpresconf20230322.htm
4. Bureau of Economic Analysis (BEA.gov), March 28, 2023
5.  Bureau of Labor Statistics (BLS.gov), March 28, 2023
6.  The index is the 1-3 year component of the U.S. Government/Credit Index, which 

includes U.S. Treasury notes, agencies, and publicly issued U.S. corporate and foreign 

debentures and secured notes that meet specified maturity, liquidity, and quality re-
quirements.  An investor cannot invest directly in an index. Indices do not include cash. 
The AAM/HIMCO Short Duration Fund utilizes a multi-sector strategy that employs the 
use of substantially more fixed income sectors than are included in the index.

The forecasts, opinions and estimates expressed in this report constitute Hartford Investment Management Company’s (HIMCO) judgment as of March 31, 2023 and 
are subject to change without notice based on market, economic and other conditions. No reliance should be placed on any such forecasts or opinions when making 
an investment decision. The assumptions underlying these forecasts concern future events over which we have no control.  The assumptions may turn out to be materially 
different from actual experience.  There can be no guarantee that any target or forecast will be realized. Past performance is no guarantee of future results. The infor-
mation provided does not constitute investment advice and is not an offering of or a solicitation to buy or sell any security, product, service or fund, including the fund 
being advertised. Any such offer may be made only by the fund’s prospectus.

You should carefully consider the investment objectives, potential risks, management fees, and charges and expenses of the Fund 
before investing. The Fund’s prospectus and summary prospectus contain this and other information about the Fund, and should 
be read carefully before investing. Visit www.aamlive.com to obtain a current copy of the prospectus and summary prospectus 
or call 888.966.9661.
Diversification does not assure a profit, nor does it protect against a loss in a declining market.

Investment Risks: All investments involve risk, including the possible loss of principal. A significant percentage of the Fund’s assets may be below investment-grade secu-
rities (“high-yield securities” or “junk bonds”), which are rated lower because there is a greater possibility that the issuer may be unable to make its interest and principal 
payments, and involve risks beyond those inherent in solely higher rated investments. The Fund invests in bank loans, which carry credit risks of nonpayment of principal 
or interest and risks of bankruptcy, insolvency, illiquidity, prepayment, interest rate, recovery and valuation. The Fund may invest in derivatives, such as options, futures 
and swaps, which carry different (and possibly greater) risks than direct investments in issuers, and are very dependent upon the sub-advisor’s judgment. In addition, 
investments in derivative instruments are subject to the risk that the counterparty in a transaction will be unable to honor its financial obligation to the Fund. The Fund is 
subject to credit risk (the risk that the issuing company may not be able to pay interest and principal when due), interest rate risk (the risk that your investment may go 
down in value when interest rates rise), and risk of loss (the risk that you could lose money on your investment). The Fund may invest in foreign securities, which can be 
riskier than investments in US securities (risks may include illiquidity risks, and risks from substantially lower trading volume on foreign markets). The Fund is subject to 
liquidity risk because its investments may trade less frequently or are not readily marketable; this may adversely affect the Fund’s value or prevent the Fund from being 
able to meet cash obligations or take other investment opportunities. The Fund invests in mortgage-backed, commercial mortgage-backed and asset-backed securities, 
which are subject to higher interest rate, extension and prepayment risk; the value of these investments may be reduced or become worthless if they are “subordinated” 
and receive interest or income payments only after other interests in the same mortgage or asset pool are satisfied. Active trading may increase the Fund’s transaction 
costs, affect performance, and increase your taxable distributions.

Changing Fixed Income Market Conditions. Following the financial crisis that began in 2007, the US government and the Board of Governors of the Federal Reserve 
System (the “Federal Reserve”), as well as certain foreign governments and central banks, took steps to support financial markets, including by keeping interest rates at 
historically low levels and by purchasing large quantities of securities issued or guaranteed by the US government, its agencies or instrumentalities on the open market 
(“Quantitative Easing”). Similar steps were taken again in 2020 in an effort to support the economy during the coronavirus pandemic. This and other government inter-
ventions may not work as intended, particularly if the efforts are perceived by investors as being unlikely to achieve the desired results. In addition, when the Federal 
Reserve determines to “taper” or reduce Quantitative Easing and/or raise the federal funds rate, there is a risk that interest rates across the US financial system will rise. 
Such policy changes may expose fixed-income and related markets to heightened volatility and may reduce liquidity for certain Fund investments, which could cause 
the value of the Fund’s investments and share price to decline. If the Funds invest in derivatives tied to fixed income markets they may be more substantially exposed to 
these risks than a fund that does not invest in derivatives.

Market Conditions: Events in certain sectors historically have resulted, and may in the future result, in an unusually high degree of volatility in the financial markets, both 
domestic and foreign. These events have included, but are not limited to: bankruptcies, corporate restructurings, and other events related to the sub-prime mortgage crisis 
in 2008; governmental efforts to limit short selling and high frequency trading; measures to address US federal and state budget deficits; social, political, and economic 
instability in Europe; economic stimulus by the Japanese central bank; steep declines in oil prices; dramatic changes in currency exchange rates; China’s economic 
slowdown; and circumstances such as pandemics or epidemics in one or more countries or regions. Interconnected global economies and financial markets increase 
the possibility that conditions in one country or region might adversely impact issuers in a different country or region. Such events may cause significant declines in the 
values and liquidity of many securities and other instruments. It is impossible to predict whether such conditions will recur. Because such situations may be widespread, 
it may be difficult to identify both risks and opportunities using past models of the interplay of market forces, or to predict the duration of such events. 

Definitions: The Bloomberg 1-5 year US Corporate Bond Index measures the 1-5 year component of the investment grade, fixed-rate, taxable corporate bond market, 
which includes USD denominated securities publicly issued by US and non-US industrial, utility and financial issuers. The Bloomberg US Corporate Ba High Yield Bond 
Index measures the USD-denominated, high yield, fixed-rate corporate bond market with the middle rating of Moody’s, Fitch and S&P of Ba. Bond credit spreads refer 
to the difference in yield between a US Treasury bond and another debt security of the same maturity but different credit quality. Credit spreads are often used as a 
barometer of economic health; widening is viewed as “bad” and narrowing is viewed as “good”. Bond ratings are grades given to bonds that indicate their credit 
quality as determined by a private independent rating services which evaluates a bond issuer’s financial strength, or its ability to pay a bond’s principal and interest in 
a timely fashion. Ratings are expressed as letters: AAA, AA, A, and BBB are investment grade ratings; BB, B, CCC/CC/C and D are below-investment grade ratings. 
US Government or agency securities are generally considered to be of the highest quality. In limited situations when the rating agency has not issued a formal rating, the 
rating agency will classify the security as nonrated. Cash flow is the net amount of cash and cash-equivalents moving into and out of a business. Duration is a measure 
of the sensitivity of the price of a bond or other debt instrument to a change in interest rates. It measures how long it takes, in years, for an investor to be repaid the 
bond’s price by the bond’s total cash flows. Tier 1 capital, along with Tier 2 capital, is a key measure of a bank’s finanical strength and solvency. It refers to the core 
capital held in a bank’s reserves and is used to fund business activities for the bank’s clients. It includes common stock, as well as disclosed reserves and certain other 
assets. Weighted average life is the average time to receipt of unpaid principal of each security weighted by its respective contribution to the total market value of the 
fund, including principal and accrued interest. A yield curve is a graph in which the yield of fixed-interest securities with equal credit quality is plotted against the length 
of time to maturity from shortest to longest.
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Top ten holdings does not include cash allocation. As of 3/31/23, the top ten holdings in the AAM/HIMCO Short Duration Fund were:

Name (%) Name (%)
1. BX Trust 2.58 6. HSBC Holdings plc 1.25
2. Citigroup Inc 2.12 7. Bank of Nova Scotia 1.24
3. JPMorgan Chase & Co 1.45 8. Penske Truck Leasing/Ptl 1.16
4. Bank of America Corp 1.44 9. Barclays plc 1.03
5. Morgan Stanley 1.41 10. UBS AG London 1.03

Portfolio holdings will change due to ongoing management of the funds. References to specific securities or sectors should not be construed as 
recommendations by the Funds, the Advisor or the Distributor.

Not FDIC Insured.  No Bank Guarantee.  May Lose Value.

Advisors Asset Management, Inc. (AAM) is an SEC-registered investment adviser and member FINRA/SIPC. Securities in your account protected up to $500,000. 
For details, please see www.sipc.org. SEC registration does not imply a certain level of skill or training; nor does it imply that the SEC has sponsored, recommended 
or otherwise approved of AAM. AAM is not affiliated with Hartford Investment Management Company (HIMCO), a registered investment adviser subsidiary of The 
Hartford Financial Services Group, Inc. SEC registration does not imply a certain level of skill or training; nor does it imply that the SEC has sponsored, recommended, 
or otherwise approved of HIMCO.  

Distributed by IMST Distributors, LLC.  CRN: 2023-0501-10858 R | 22-0126


