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Investors remain optimistic as the rally in global equities continues, with most indices posting all-time highs during the first quarter.  Fixed income sectors, no-
tably intermediate and long-term Treasuries, have faced the headwind of higher yields. The 10-year Treasury finished the quarter at 1.74%, after a move higher 
of about 80 basis points during the quarter. The movement in bond yields was primarily driven by improving growth expectations, with inflation expectations 
also playing a role. 

Our Strategy PLUS models seek to provide an optimal blend of strategic and tactical strategies, which include active and passive management styles.  On the 
fixed income side, we are strong advocates of using tactical and active management given today’s historic low interest rates.  The reason is that passive fixed 
income tends to provide investors negative returns when interest rates rise, which is the environment we are currently in.  

Given the increase in yields we are seeing in fixed income, as well as our expectations for continued growth going forward, we are electing to make changes in 
some of our Strategy PLUS models.  Specifically, we are seeking to increase exposure to tactically managed fixed income strategies and reduce exposure to a 
strategic bond strategy.  

We currently have two tactically managed fixed income strategies, each with unique goals.  One is designed to provide inflation protection in a rising interest 
rate environment by investing in a combination of alternative assets and traditional fixed income.  The other strategy seeks to provide higher yielding positions 
including tactical high yield models and dividend paying equities.  In some models, a slight reduction was made to equity to maintain the same fixed to equity 
allocations within the models.

The allocation changes we are making to the models will increase exposure to inflation protected assets via natural resources, real assets, and floating rate 
bonds.  Due to these assets having slightly more volatility than our strategic bond strategy, the Conservative models will not be included in these reallocations.    

Impacted Strategies/Models
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Model Strategic Tactical Tactical Strategic Strategic

Multi PLUS Moderate Growth -6.00% +8.00% -2.00%*

Multi PLUS Moderate -6.00% +5.00% +4.00% -3.00%*

Multi PLUS Moderate Conservative -6.00% +6.00%

Target PLUS Moderate -10.00% +13.00% -3.00%*

Target PLUS Moderate Conservative -7.00% +12.00% -5.00%**

Index PLUS Moderate Growth -7.00% +7.00%

Index PLUS Moderate -6.00% +6.00%

*Reductions made to maintain our existing equity to fixed income allocations.

**This model currently has a large allocation to PFG Tactical Income Strategy that we are electing to reduce to have more diversified exposure across our fixed income strategies.


