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By now it’s more-or-less official: Rising interest rates are part of the foreseeable future. , 

recent central bank commentary, and continued COVID related supply chain issues are evidence that today’s rising 

rate environment is likely to persist. Some investors may be contemplating a long-term interest rate shift - a 1980s-

flavored . Does all of this mean there’s a lot of pain on the horizon for fixed income investors? Not 

necessarily.  

When rate increases are on the table, we believe it’s critical to  of clients’ fixed income 

portfolios. Duration directly measures interest rate sensitivity in fixed income holdings.

As shown above, high yield fixed income and short-dated Treasuries both have lower duration, or interest rate 

sensitivity, than core bonds. While we wouldn’t suggest simply swapping out core bonds for high yield, we do 

believe . And it’s worth keeping in mind that in the 

past, tactical high yield strategies have invested in short duration Treasuries and cash equivalents when risk-off – 

helping to reduce a portfolio’s interest rate sensitivity. 
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Source: Morningstar. For illustrative purposes only. 
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https://www.wsj.com/articles/ukraine-war-oil-gas-prices-inflation-federal-reserve-11647268257
https://www.nytimes.com/2022/03/14/business/economy/powell-fed-inflation-volcker.html
https://counterpointfunds.com/do-you-know-your-core-bonds-duration-risk/
https://counterpointfunds.com/rising-rates-time-to-get-a-little-creative/
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The chart above compares recent performance of our  against traditional fixed 

income categories. CPITX, represented in bright green, pivots between high yield corporate credit when the high 

yield index is above its moving average (“Risk On”), and otherwise invests in short-term Treasuries and cash 

equivalents (“Risk Off”). Please note how Counterpoint Tactical Income Fund mimics the performance of high yield 

when risk-on. When risk-off, it behaves more like short-term Treasuries. In both cases it shows lower interest rate risk 

than core bonds. 

 

 

 

 

 

 

 

A , specifically when trends favor a “risk-on” position in high yield. 

High yield bonds tend to pay larger coupons than investment grade bonds to compensate for their greater risk. This 

added yield, especially following periods of market stress, has the potential to benefit investors who prize cash flows. 

Additionally, due to its return profile relative to risk, the strategy may also be suitable for a 

. 

As investors contemplate rising interest rates, they should consider their fixed income portfolios’ duration as a 

measure of interest rate risk. One way to manage the possibility of further rate increases is to consider strategies 

that have lower duration and a systematic approach to managing portfolio downside. Tactical high yield is one such 

option. 

 

Source: Morningstar. For illustrative purposes only. “High Yield Bonds” and “Short Term Treasuries” are completely 

composed of the Morningstar US High Yield Bond and US Short Term Government categories respectively. 

Intermediate Core Bond is represented by the Bloomberg Barclays US Aggregate Bond Index. 

 

 

Counterpoint Tactical Income Fund inception date is December 4, 2014 

Total Annual Operating Expenses: 1.95% 

https://counterpointfunds.com/tactical-income-fund/
https://counterpointfunds.com/how-tactical-high-yield-strategies-can-boost-investment-income/
https://counterpointfunds.com/how-tactical-high-yield-fits-in-an-investment-portfolio/
https://counterpointfunds.com/how-tactical-high-yield-fits-in-an-investment-portfolio/
https://www.finra.org/
https://www.sipc.org/
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There is no guarantee that any investment strategy will achieve its objectives, generate profits or avoid losses. The 

Counterpoint Tactical Income Fund invests primarily in a portfolio of mutual funds, closed-end funds and passively 

and actively managed exchange traded funds that invest in (i) high yield instruments (also known as (including 

bonds, bank loans, floating rate bonds and debt and municipal high yield debt); (ii) U.S. treasuries (with an average 

duration of 1-5 years); and (iii) cash and cash equivalents (including and money market funds). The performance data 

displayed here represents past performance, which is no guarantee of future results. Current performance may be 

lower or higher than the performance data quoted. The investment return and principal value of an investment will 

fluctuate so that investor’s shares, when redeemed, may be worth more or less than their original cost. A shares 

(CPATX) have a Front-End Sales Charge (commission or “load”) of 4.50%, with lower rates for accounts over 

$25,000, and 12b-1 distribution fee of 0.25% per year. For performance information current to the most recent 

month-end, please call toll-free 844-273-8637. 

 

Investments cannot be made in an index. Unmanaged index returns do not reflect any fees, expenses or sales 

charges. A drawdown is a peak-to-trough decline during a specific period for an investment, trading account, or 

fund. Mutual Funds involve risk including the possible loss of principal. The use of leverage by the Fund or an 

Underlying Fund, such as borrowing money to purchase securities or the use of derivatives, will indirectly cause the 

Fund to incur additional expenses and magnify the Fund’s gains or losses. Derivative instruments involve risks 

different from, or possibly greater than, the risks associated with investing directly in securities and other traditional 

investments. There is a risk that issuers and counterparties will not make payments on securities and other 

investments held by the Fund, resulting in losses to the Fund. The Fund may invest in high yield securities, also 

known as “junk bonds.” High yield securities provide greater income and opportunity for gain but entail greater risk 

of loss of principal. Past performance is no guarantee of future results. There is no assurance the Funds will meet 

their stated objectives. 

 

 

Index Definitions 

 

Intermediate Core Bond is represented by the Bloomberg Barclays US Treasury 7-10 Year Index, which measures 

total return of US dollar-denominated, fixed-rate, nominal debt issued by the US Treasury with 7-9.9999 years to 

maturity. The Tactical High Yield Strategy is defined by buying the Morningstar High Yield Category when it closes 

above its 200-day moving average the prior day. The strategy entirely switches to exposure of the Bloomberg  1-3 

Year Treasury Index when the Morningstar High Yield Category closes below its 200-day moving average. High Yield 

and Short-Term Treasuries are represented by the Morningstar High Yield and US Short Government Categories.  

 

© 2021 Morningstar. All Rights Reserved. The information contained herein: (1) is proprietary to Morningstar and/or 

its content providers; (2) may not be copied or distributed; and (3) is not warranted to be accurate, complete or 

timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising from any use 

of this information. Past performance is no guarantee of future results. 
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