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Performance Trust Strategic Bond, 
Thompson Bond, and USAA Intermediate-
Term Bond Fund 
PTIAX, THOPX, USIBX 

Executive Summary 

The mortgage sector’s yields are currently higher 

than treasury yields with minimal additional default 

risk. CSUF SMIF believes interest rates will stay low 

for the next 12 months.  

CSUF SMIF recommends reconstructing the fixed 

income portfolio by selling CMBS for PTIAX for a 

more diversified exposure, reallocating VCIT for 

USIBX and AGG for THOPX for a better risk and 

reward in corporates. Additionally, THOPX is a low 

duration fund which protects the portfolio once 

rates return to more normal levels. 

THOPX, PTIAX, AND USIBX are good investments 

because together these funds: 

• Increase portfolio diversification into sectors 

CSUF SMIF is currently not exposed to 

• Offers more upside capture while 

substantially decreasing our downside 

capture compared to the BAGG 

• Decreases volatility in portfolio while 

potentially offering similar returns 
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Fund Facts 
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Strategy Overview 

Thesis 

There has been a lot of uncertainty in the economic environment stemming from geopolitical tensions between the U.S. 

and China. Worried investors are fearing a slowing economy and fleeing to quality investments such as U.S. Treasuries, 

pushing yields to an all-time low of below 2%. As treasury yields have decreased, the mortgage sector offers slightly 

more attractive yields with minimal additional default risk as the 30-year fixed rate is at 3.79% and 15-year sitting at 

3.29%. High quality municipals are currently yielding 5.31% while lower quality municipals are yielding 7.25%. 

Additionally, the MBS sector is yielding 5.53%. As PIMCO projects “Improvements in the U.S. labor markets and rising 

home prices are both supportive of higher prepayments in agency mortgages. Despite uncertainty around what the 

Federal Reserve will do regarding interest rates, we believe rising home equity and increasing mobility will drive better-

than-expected cashflows in discounted/lower coupon agency MBS and create potential opportunities for investors in 

2019.” 

Fund Exposures 

To the right are the fund’s weight exposures to 

different sectors compared to the BAGG.  By carefully 

reallocating the portfolio to these funds, CSUF SMIF 

would increase our exposure to sectors we are 

currently not invested in i.e. securitized and municipals 

providing more diversification. 

Listed are each funds’ major exposure: 

• PTIAX: 61% Securitized, 25% Municipals, 6% 

Corporate, and 1% Government 

• THOPX: 57% Corporates, 22% Securitized, 9% 

Government, and 3% Municipals  

• USIBX: 74% Corporates, 13% Securitized, 9% Government, and 3% Municipals 

Country Exposure Breakdown 

 

 

 

 

 

 

 

 

 

• USIBIX has the most foreign country 

exposure: 16.15% 

• THOPX is second with 10.68% 

• PTIAX has the least amount of foreign 

exposure 3.06% 
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Annualized vs. The Barclay’s Aggregate Bond Index 

 

 
          
 

                                                                                  Source: Morningstar (calculations from Morningstar) 

• Over both the three and five year period these three funds have outperformed the BAGG on an annualized basis. 
 

Performance Measurements 

PTIAX, THOPX, and USIBX offer higher sharpe and information ratios all while incurring less volatility compared to our 

current holdings AGG, VCIT, and CMBS. 

 

Upside & Downside Capture 

 

 

 

 

 

 

 

Annualized Return % (8/29/19) 1-month 3-month YTD 1- Year 3- Year 5- Year 10 - Year

PTIAX 2.14 3.55 7.91 8.92 5.34 5.33 -

USIBX 2.53 4.71 10.68 10.17 4.56 3.83 6.43

THOPX 0.44 1.32 4.02 3.43 4.20 3.08 4.62

BBg Barc Bond Index 1.78 3.76 4.80 6.40 2.50 2.70 3.83

Fund Name Rating Duration Expense Ratio Std Dev (3yr) Sharpe (3yr) Tracking Error (3yr) Information Ratio (3Y) 

PTIAX BBB 6.5 0.83% 2.33% 1.59 2.60% 3.00

THOPX BBB 2.5 0.71% 2.72% 1.191 2.97% 1.08

USIBX BBB 5.8 0.76% 2.86% 0.96 1.82% 0.87

AGG AA - 0.05% 3.03% 0.28 -0.35% -1.85

VCIT BBB - 0.07% 3.75% 0.62 1.10% 0.58

CMBS AAA - 0.25% 2.94% 0.36 -0.08% -0.14

Performance Measurements (vs. LBUSTRUU Index)

Fund Name Upside Downside

BAGG 100 100

PTIAX 98 14

THOPX 59 49

USIBX 99 78

AGG 99 101

VCIT 130 105

CMBS 100 95

Upside & Downside Capture (geomean over 5 years) Although our past funds AGG, VCIT, and CMBS are among 
the highest upside capture they also offer the highest 
downside capture. PTIAX and USBIX provide almost all of 
the upside potential, at the same time capturing less than 
half of the downside (excluding USIBX). As expected, 
THOPX captures only about half of the upside, but also 
protects substantially on the downside. THOPX will 
provide welcome protection when interest rates 
eventually begin to normalize. 
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Correlation Matrix 

 

THOPX provides the best diversification with an average correlation near 10%. Whereas PTIAX and USIBX, are slightly 

more correlated to the rest of the portfolio. 

What-If Analysis  

 

Before adding in the funds our portfolio has a A+ weighted average credit rating with a duration of 5.54 years. After the 

reallocation of funds the portfolio’s credit rating would decrease from A+ to BBB+ and result in a lower duration of 4.49 

years. 

Risks 

Prepayment and Extension Risk 

• A decreasing interesting rate environment increases prepayment risk as borrowers refinance for lower rates 

resulting in lower realized returns for investors as the potential for reinvestment income is diminished. In a 

rising interest rate environment, fewer borrowers tend to refinance, extending the life of amortizing securities such 

as mortgage- and asset-backed bonds. This longer life leads to higher duration which can cause capital losses as 

interest rates increase. 

Credit and Market Risks of Mortgage-Backed Securities 

• The mortgage loans or the guarantees underlying mortgage-backed securities are subject to the risk of default or 
may otherwise fail, leading to non-payment of interest and principal. In addition, the liquidity of such investments 
may change over time. 

Liquidity Risk 

• There may be no willing buyer of certain of the securities held by the bond fund at the time the Advisor wishes to 
sell those securities, resulting in the Bond Fund having to sell the securities at a lower price or may not be able to 
sell the securities at all.  

Recommendation 

CSUF SMIF recommends reallocating the fixed income portfolio by selling CMBS, VCIT, and AGG for PTIAX, THOPX, and 

USIBX. 

  

IEI THOPX PTIAX USIBX REBCX

IEI 1

THOPX 0.07 1

PTIAX 0.77 0.09 1

USIBX 0.76 0.22 0.73 1

REBCX 0.00 0.43 0.10 0.22 1

Correlation of Daily Returns as of 8/27/2019

Portfolio Characteristics as of (08-30-19) Index Portfolio

Weighted Avg. Credit Rating AA- BBB+

Weighted Avg. Duration 5.96 yr 4.49 yr.

Portfolio Characteristics as of (08-30-19) Index Portfolio

Weighted Avg. Credit Rating AA- A+

Weighted Avg. Duration 5.96 yr 5.54 yr.
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Appendix 

Management 

PTIAX 

G. Michael Plaiss 

Plaiss received his Bachelor’s in Economics from Indiana University, Bloomington and is CFA charterholder. He has 15 

years of experience in the industry managing $700 million in municipal, corporate, and mortgage-backed securities for 

the Kentucky Farm Bureau. Before working at PT Asset Management he has held multiple positions working at other 

banking institutions managing fixed income portfolios.  

Anthony Harris, CPA 

Harris co-founded Six Degrees Capital Management, an alternative fund managing securitized products. Before working 

at PT Asset Management he has helped managed a multi-billion dollar portfolio consisting of asset backed securities, 

collateralized debt obligations, residential mortgage backed securities at BMO Capital Markets. Lastly, he is a Certified 

Public Accountant.  

THOPX 

James T. Evans, CFA 

Evans has 15 years of industry experience and holds the titles of Chief Investment Officer, Principal and Portfolio 

Manager at Thompson Investment Management, Inc.  Evans graduated from Macalester College with a B.A. in 

Economics and Computer Science. He received his M.B.A. in Finance and Accounting along with a M.S. in Finance from 

the University of Wisconsin- Madison.  During his educational career he was a member of his school’s Applied Security 

Analysis Program. Before joining Thompson he was the managing director for Nakoma Capital Management.  

Jason L. Stephens, CFA 

Stephens has 16 years of industry experience and is Thompon’s Chief Executive Officer, Principal and Portfolio Manager. 

Stephens has a B.S. in English and Communications Arts, an M.A. in Arts Administration, and a M.S. in Finance from the 

University of Wisconsin- Madison.  He has primarily built his career at Thompson completing investment research, 

compliance and firm management, but has previously worked for Plumb and Associates. 

USIBX 

Julianne Bass 

BASS, CFA, is vice president and portfolio manager. Education: B.B.A., University of Texas at Austin; M.B.A., University of 

Houston. She holds the CFA designation and is a member of the CFA Institute and the CFA Society of San Antonio. 

Brian W. Smith 

Smith, CFA, CPA, Executive Director Mutual Funds Portfolios. Mr. Smith has started to engage in investment 

management and worked for USAA since 1999 and 1985, respectively. Education: B.B.A., University of Texas at San 

Antonio, M.B.A., University of Texas at San Antonio. He is a member of the CFA Institute and the CFA Society of San 

Antonio. 
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Disclosure 

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor 

an advice or a recommendation with respect to such securities. This report is prepared for general circulation. It does not have regard 

to the specific investment objectives, financial situation and the particular needs of any recipient hereof. You should independently 

evaluate particular investments and consult an independent financial adviser before dealing in any securities mentioned in this report.  

The information or views in the report (“Information”) has been obtained or derived from sources believed by SMIF to be reliable. 

However, SMIF makes no representation as to the accuracy or completeness of such sources or the Information and SMIF accepts no 

liability whatsoever for any loss or damage arising from the use of or reliance on the Information.  SMIF and its connected persons may 

have issued other reports expressing views different from the Information and all views expressed in all reports of SMIF and its 

connected persons are subject to change without notice. SMIF reserves the right to act upon or use the Information at any time, 

including before its publication herein.   

Except as otherwise indicated below, (1) SMIF, its connected persons and its officers and representatives may, to the extent permitted 

by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit business from, 

the subject corporation(s) referred to in this report; (2) SMIF, its connected persons and its officers and representatives may also, to the 

extent permitted by law, transact with, perform or provide broking or other services for or solicit business from, other persons in respect 

of dealings in the securities referred to in this report or other investments related thereto; and (3) the officers, employees and 

representatives of SMIF may also serve on the board of directors. (All of the foregoing is hereafter referred to as the “Subject 

Business”.)  

However, as of the date of this report, neither SMIF nor its representative(s) who produced this report (each a “research analyst”), has 

any proprietary position or material interest in, and SMIF does not make any market in, the securities which are recommended in this 

report.  

Each research analyst of SMIF who produced this report hereby certifies that (1) the views expressed in this report accurately reflect 

his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by 

him/her/them; (3) he/she/they does not carry out, whether for himself/herself/their self or on behalf of SMIF or any other person, any of 

the Subject Business involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she/they has not 

received and will not receive any compensation that is directly or indirectly related or linked to the recommendations or views expressed 

in this report or to any sales, trading, dealing or corporate finance advisory services or transaction in respect of the securities in this 

report. 


