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T he COVID-19 crisis presented a number 
of attractive opportunities in liquid credit 
during 2020, and as a result, we increased 

our recommended allocation to 2% during the year. 
However, corporate credit spreads have since narrowed 
significantly over recent months and, together with 
declines in interest rates, have brought the US high 
yield index yield-to-worst to a record low of 4.2%, 
which we view as an unattractive value proposition 
after considering the potential for defaults. 

For clients who are unable to bear the illiquidity of 
private debt, we recommend focusing instead on 
areas where potential for further spread tightening 
remains or where economic uncertainty creates security 
selection opportunities, as well as in short-duration 
private lending. Within structured credit, we are 
focused on residential mortgage-backed securities and 
mezzanine tranches of collateralised loan obligations 
(“CLOs”), which we believe offer insulation from further 
economic weakness and the potential for further price 
appreciation. We have reviewed a range of different 
niche private lending strategies, and are focused on 
specialised bridge lending strategies where the weighted 
average life of the loan portfolio is typically 12 months 
or less. We believe these strategies can deliver high 
single digit total returns, which translates to expected 
alpha of roughly 3-5%1 over the expected return of a 
50/50 benchmark of high yield and leveraged loans.

Liquid Credit
Long-term Investors with an ability to tolerate higher levels of illiquidity should 
default to holding Private Debt over Liquid Credit. We therefore have a 
0% allocation to Liquid Credit in both the SAA and TAA of our model 
portfolio. Although we tactically increased our Liquid Credit allocation to 
2% in April 2020, we now reduce that back to 0% on account of spread 
tightening and record low yields for high yield bonds. However, for clients 
who are unable to accept the illiquidity of private debt, we still see attractive 
risk-adjusted returns in structured credit and short duration private lending 
strategies.

Asset Class Definition
The liquid credit asset class consists of investments in 
securities which offer contractual income and repayment 
of principal in exchange for assuming the risk of loss from 
default and non-payment. The underlying borrower can 
be a government, a corporation, an asset owner (e.g., a 
real estate investor), or a consumer. The bond or loan may 
be secured against assets or unsecured, can be senior or 
subordinate in the structure, and can be fixed rate or offer 
a spread above a floating rate of reference such as LIBOR.

The liquid credit landscape is broad, with roughly $50 
trillion of assets across corporate bonds (high yield and 
investment grade) and loans, emerging market debt 
(both USD and local currency, sovereign and corporate), 
hybrid securities and securitised debt such as residential 
mortgage-backed securities (RMBS), collateralised loan 
obligations (CLOs), asset-backed securities (ABS) and 
commercial mortgage-backed securities (CMBS) as 
shown in Exhibit 1. We exclude developed market 
sovereign debt from this complex as we expect the 
returns in that space to be predominately driven by 
interest rates rather than credit risk.

1

 
Hypothetical return expectations are based on 
simulations with forward looking assumptions, which 
have inherent limitations. Such forecasts are not a 
reliable indicator of future performance.   

This is a financial promotion. Your capital is at risk, the value of investments may fall and rise and you may not get back the full 
amount you invested. Past performance is not indicative of future returns. 
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Each sub-segment of the credit market is driven by its own 
fundamental and technical factors. As a result, valuati ons 
and performance can diverge substantially, creating 
opportunity for those who can dynamically allocate across 
liquid credit.

Exhibit 1
Overview of Liquid Credit Universe
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Source: Bloomberg Barclays, BIS, IMF, SIFMA. Data as of December 2020 and January 2021
Notes:
1.  In some areas, data may not include non-index credits and as a result may understate 

the size of debt stock.
2.  The breakdown shown excludes Developed Market sovereign debt, which we 

generally categorise as "Fixed Income".

Role in the Portfolio 
The role of the liquid credit asset class is to provide: 1) a 
contractual income yield and 2) an alternati ve source of 
returns to equiti es. Though we expect credit to off er a 
source of returns that is diff erenti ated from equity, the 
returns from credit and equity are sti ll somewhat correlated. 
Given the seniority in the capital structure and the relati ve 
security of contractual cash fl ows, we budget credit beta, 
as proxied by a blend of corporate high yield bonds and 
levered loans, at approximately 30% of the equivalent risk 
of global equiti es over the long term. 

Over the long term, we expect a return of 3.3%2 from 
the asset class beta (as measured by high yield bonds), a 
functi on of the long-term risk-free rate and the expected 
risk premium from credit risk, adjusted for losses from 
defaults. However, credit is a vast asset class and each 
sub-sector of credit off ers a diff erent risk/return profi le. 

Golden Rules 
—  Adding value via security selecti on is more challenging 

than in some other asset classes due to lower volati lity 
of the instruments and the negati ve skew inherent 
in credit. 

—  There is value to be added from investi ng tacti cally 
into dislocati ons across sub-sectors of credit driven by 
transitory illiquidity. 

—  Manager outperformance of credit benchmarks is most 
oft en driven by taking increased credit or interest rate 
risk and thus purported “alpha” must be scruti nised. 

—  Credit funds need to have the appropriate terms, 
durati on and structure to prevent a liquidity mismatch 
given the elevated risk of sudden changes in market 
liquidity in credit markets. Managed accounts or fund-
of-ones are preferable to miti gate these risks as well as 
to allow targeted control of investment exposures. 

—  We prefer to allocate to specialists due to the value-add 
that comes from deep knowledge of fundamentals, 
market technicals and legal documentati on.

Market Overview
Credit markets sold off  sharply in Q1 2020 as the 
COVID-19 crisis took hold. As the crisis deepened, 
liquidity in funding markets evaporated, leading to 
widespread deleveraging across financial markets. In 
response, the Federal Reserve quickly rolled out a range 
of intervention programs to stabilise funding conditions 
and backstop markets.  
2Hypothetical return expectations are based on simulations with 
forward looking assumptions, which have inherent limitations. Such 
forecasts are not a reliable indicator of future performance. Please 
refer to important Disclaimers at the end of this document. 
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This resulted in a sharp rebound in risk assets in Q2, 
which continued over the second half of the year. While 
there was dispersion in performance, the majority of 
sectors in credit markets finished the year in positive 
territory. The US and Global High Yield indices finished 
the year +7.1% and +5.7%, respectively, although the 
gains were driven predominantly by a decline in interest 
rates. Leveraged loans finished in positive territory as 
well, up +2.8% on the year. Meanwhile investment grade 
credit outperformed due to lower spread sensitivity and 
longer duration, closing the year up a remarkable +9.9%.

Against this backdrop, structured credit struggled on 
a relative basis. The sector was acutely impacted by 
deleveraging during the crisis as certain repo lenders 
abruptly abandoned the market and daily liquid credit 
vehicles saw large redemptions, leading to forced selling. 
Additionally, structured credit lagged the high yield and 
leveraged loan markets during the subsequent market rally 
as is often the case due to its comparatively lower liquidity. 
Furthermore, commercial mortgage-backed securities 
and asset-backed securities were negatively impacted by 
COVID-related weakness in the retail, hospitality, and travel 
industries. Investment grade CMBS performed positively 
(as seen below in Exhibit 2) over the year, but CMBS 
securities further down the capital structure only rebounded 
partially in price. Within ABS, aviation security prices remain 
significantly depressed due to a sharp drop-off in revenue 
and uncertainty regarding the trajectory of recovery in 
air travel.

Exhibit 2
Performance of Credit Sub-Sectors in 2020

U
S 

Co
rp

or
at

e
Hi

gh
 Y

ie
ld

Gl
ob

al
 H

ig
h 

Yi
el

d

U
S 

Co
rp

or
at

e
In

ve
st

m
en

t G
ra

de

Le
ve

ra
ge

d 
Lo

an
s

Em
er

gi
ng

 M
ar

ke
t

De
bt

 (U
SD

)

Em
er

gi
ng

 M
ar

ke
t

De
bt

 (L
C)

Ag
en

cy
 M

BS

N
on

-A
ge

nc
y 

M
BS

N
on

-A
ge

nc
y 

IG
 C

M
BS

Re
tu

rn
 (%

)

15

10

5

0

-5

-10

-15 -13.5%
-12.5% -12.6% -12.1%

-7.1%

-4.7%

7.1%
5.7%

9.9%

2.8%

5.9%

2.7%

-11.5% -11.1%

3.9%

-2.1%

1.1%

7.6%

 March 2020  Full Year 2020

Source: Barclays, Credit Suisse, JP Morgan

Spreads have tightened significantly as credit has rallied 
throughout the final three quarters of the year. As seen 
below in Exhibit 3, the spread on the Barclays US 
Corporate High Yield Index was 368 bps at 2020 year-end, 
well below the historical average of 536 bps and at the 
lower end of its trading range in recent years. Leveraged 
loan spreads have also narrowed but to a lesser extent, with 
the spread on the Credit Suisse Leveraged Loan Index at 
486 bps, slightly above the historical average of 466 bps. 
We view leveraged loans as more attractive than high yield 
on a relative basis, as we discuss in more detail below.

Opportunities for 2021
While the market dynamics of 2020 led to relative 
underperformance of structured products versus other 
credit sub-segments, looking forward structured credit 
appears poised to outperform. As mentioned, the US High 
Yield Index currently has a yield-to-worst of 4.2%, but this 
does not take into account any impact from defaults. A 
modest 3.5% default rate with a 35% recovery rate (in-line 
with historical numbers) would result in a circa 2% loss-
adjusted return for the year. The low starting yields and 
spreads in corporate credit create heightened sensitivity 
and negative asymmetry to any worsening in fundamentals 
or rise in interest rates, with the 5-year US Treasury now 
yielding a near-record low of +0.4%. However, we still 
see opportunities to obtain high-single digit returns in 
structured credit and specialised lending strategies. We 
provide further information on our recommended portfolio 
on the following pages. 

We view leveraged loans as relatively more attractive 
than high yield. Despite the fact that loans are higher up 
in the capital structure and historically have offered higher 
recovery rates, loans currently offer a higher current yield 
(5.1%) than high yield bonds. Additionally, the loan market 
features lower allocations to COVID-sensitive industries 
of energy and travel. Lastly, the low duration sensitivity 
of floating-rate loans is preferable at current interest rate 
levels, and we anticipate there may be tailwinds for leveraged 
loans if interest rates begin to rise and drive investor flows 
into the sector. Despite these relative benefits, the strong 
gains in leveraged loans in recent months are cause for 
caution, as a portion of the potential outperformance from 
the asset class has already been realised.

We are also finding relative value in many areas of structured 
credit. Liquidity-driven forced selling was much more acute 
in these sectors in 2020 and they did not benefit as directly 
from government stimulus. As noted above, some areas 
of structured credit have higher risk due to sensitivity 
to COVID-driven factors, but that elevated uncertainty 
has created a ripe opportunity for security selection for 

US-20231026-3178179
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managers with expertise in those areas. Pricing remains 
attractive relative to liquid high yield. For example, BB CLOs 
have historically averaged a spread premium of +197 bps and 
a yield premium of +248 bps over high yield; as of January 
2021 there was a spread premium of +315 bps and a yield 
premium of +357 bps over high yield. Mezzanine CLOs offer 
a yield-to-maturity of 8.3% currently, with potential for 
modest additional upside from price appreciation.

Exhibit 3
High Yield and Leveraged Loan Spreads vs. History

Barclays US High Yield Spread

CS LL: 486 bps

US HY: 368 bpsCS Leveraged Loan Spread
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Exhibit 4
Yield and Spread Differential of BB CLOs over High Yield
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BB CLO - High Yield (yield)Sp
re

ad
s (

bp
s)

800

700

600

500

400

300

200

100

0

De
c 1

1

M
ar

 1
2

Ju
n 

12

Se
p 

12

De
c 1

2

M
ar

 1
3

Ju
n 

13

Se
p 

13

De
c 1

3

M
ar

 1
4

Ju
n 

14

Se
p 

14

De
c 1

4

M
ar

 1
5

Ju
n 

15

Se
p 

15

De
c 1

5

M
ar

 1
6

Ju
n 

16

Se
p 

16

De
c 1

6

M
ar

 1
7

Ju
n 

17

Se
p 

17

De
c 1

7

M
ar

 1
8

Ju
n 

18

Se
p 

18

De
c 1

8

M
ar

 1
9

Ju
n 

19

Se
p 

19

De
c 1

9

M
ar

 2
0

Ju
n 

20

Se
p 

20

De
c 2

0

 BB CLO minus DM High Yield Index yield differential  BB CLO minus DM High Yield Index spread differential

Source: JP Morgan

Elsewhere in structured credit, we have invested alongside 
managers with expertise in RMBS. The fundamental 
underpinnings of the RMBS market have improved despite 
the crisis as individuals have placed increased value on 
investing in their homes when many offices have limited 
usage and travel is restricted. The Case-Shiller Home Price 
Index increased +9.5% in 2020, with a gain of +9.0% coming 
into the final 3 quarters after the onset of the COVID-19 
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from investment grade to high yield). While we are likely 
past the peak of defaults, past recessions have produced 
a tail of stressed credits over multiple years, providing 
continued opportunities for active credit strategies. 

Exhibit 6
Fallen angel volume in 2020 was the highest  
on record
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Investment Strategy
As discussed above, we plan to avoid or limit allocations 
to investment grade and high yield corporate credit in 
2021. Instead, our focus is on targeted opportunities within 
structured credit, including in mezzanine CLOs and with 
fund investments in managers that have security selection 
expertise in residential mortgage-backed securities (RMBS), 
commercial mortgage backed securities (CMBS), and asset-
backed securities (ABS). Our recommended allocations 
are shown in Exhibit 7. We believe we can achieve high-
single digit returns by investing in these sectors, with a 
similar or better downside risk profile than high yield. 
While there is always potential for adverse mark-to-
market movement as was seen in March, those moves 
were driven in large part by leverage providers exiting 
the space and consequently, the amount of leverage 
employed in these sectors has not risen back to pre-
crisis levels. As a result, we think the probability of a 
March 2020 style event reoccurring in structured credit 
is currently relatively low. 

crisis, and default rates on residential mortgages were lower 
in 2020 than in the years prior. Fiscal stimulus has helped 
to alleviate consumer cash flow shortfalls, and families 
have prioritised their mortgage payments. RMBS spreads 
have tightened meaningfully from the March lows, though 
they remain wider than pre-COVID (292 bps as of January 
2021, vs. 174 bps as of February 2020, see Exhibit 5). One 
current opportunity in RMBS is identifying securities that 
have mispriced call option provisions, or where past credit 
forbearance will ultimately be repaid and create upside. In 
current market conditions, we believe that skilled active 
managers can generate high-single to low-double digit 
gross returns in the asset class.

Exhibit 5
JP Morgan Legacy Non-Agency Index Yield  
and Spread

Spread Over 5-Year UST
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Managers have also highlighted new or growing 
opportunities in segments of the market where some banks 
and other lenders pulled away post-COVID, such as fix-
and-flip residential bridge lending. In areas such as CMBS 
and ABS, prices declined in March and have only partially 
recovered due to the fundamental issues noted above. While 
there are clearly risks in these areas, the uncertainty has 
led to increased dispersion and volatility in security pricing, 
creating trading opportunities. 

Finally, the ongoing financial stress on certain industries and 
companies related to the COVID crisis has created greater 
opportunities for active credit investors. High dispersion in 
the health of company balance sheets and income translated 
into volatility and dispersion in securities across industries, 
companies and capital structures in 2020, with a record 
volume of “fallen angels” (credits that were downgraded 
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Exhibit 7 
Partners Capital Recommended Credit Portf olio vs. 
50/50 High Yield / Leveraged Loan Index 
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Hypothetical return expectations are based on simulations with 
forward looking assumptions, which have inherent limitations. 
Such forecasts are not a reliable indicator of future performance. 

We have supplemented our structured credit exposures 
with allocati ons to certain niche lending strategies in 
undercapitalised market segments that off er above-market 
returns. In general, we are looking for strategies that produce 
consistent high-single digit (or bett er) net returns, oft en with 
relati vely short durati on, and have limited sensiti vity to 
a broader market downturn, such as historical tax credit 
fi nancing and UK residenti al bridge lending. We favored 
these strategies entering the year in 2020, but tacti cally 
reduced our allocati ons as the year progressed given there 
were higher returning opportuniti es from buying stressed 
assets across the liquid credit landscape. However, given 
the rally in high yield, we are now once again focused on 
less correlated lending strategies to provide a diversifying 
return stream.

The market volati lity in 2020 provided the best market 
opportunity for trading-oriented and opportunisti c long/
short credit funds in years, and many managers generated 
excepti onal performance. While it is unlikely that market 
volati lity in 2021 will be as extreme, we sti ll anti cipate an 
above-average opportunity set as COVID-related uncertainty 
should conti nue to drive dispersion in the performance of 
individual credits. As a result, this remains an area of focus 
in 2021. 

Exhibit 8 
Liquid Credit Total Return Expectations by Scenario

Scenario Summary Analysis
2021 

Calendar Year 
Total Expected 

Return

Weighted 
12-Month 

Return

Long-term 
Return 

Forecast

Recommended 
Deviati on from 

Benchmark 
for 2021

Upside Scenario: 
“Warp speed to 
normal growth” 
(20% probability)

Beta return of 5.5%: +4% income and +1.5% from durati on 
net of defaults as yields decline. Beta forecast assumes 
the yield on the global high yield index declines to 4.1% 
from of 4.4%. Rising Treasury yields are off set by spread 
compression, with the spread dropping to just 250 bps, 
a new record low. The default rate remains low as strong 
growth supports corporate earnings. Partners Capital 
managers exploit sector ti lts to add 50bps of alpha. 

6%

Base Case: “The herd 
slowly immunises” 
(60% probability)

Beta return of 2.5%: +4% income and -1.5% from durati on 
net of defaults as yields rise. Beta forecast assumes the yield 
on the global high yield index increases to 5.1% from 4.4%. 
Spreads compress to 350bps, which is not enough to fully 
off set rising Treasury yields. The default rate remains low as 
strong growth supports corporate earnings. Partners Capital 
managers exploit sector ti lts to add 50bps of alpha.

3% 1.3% 3.8% 0.0%

Downside Scenario: 
“Ongoing waves” 
(20% probability)

Beta return of -10%: +4% income and -14% from durati on 
net of defaults as yields rise. Stalling of global growth 
results in higher defaults and wider spread. Yield on 
the global high yield index rises to 8.5% from of 4.4% as 
spread widens to 8%.

-9%

TAA Implicati ons 
of short-term 
returns vs. long-term 
expectati ons

Liquid credit has a scenario weighted expected return of roughly 1% in 2021, below our long-term expected return of 3.8%. This 
suggests that clients should maintain a maximum underweight to the asset class, and within the asset class should skew away 
from generic high yield bonds in favour of more att racti ve sub-sets of the credit market. 

Source: Partners Capital Analysis
Hypothetical return expectations are based on simulations with forward looking assumptions, which have inherent limitations. Such 
forecasts are not a reliable indicator of future performance. Please see important disclaimers at the end of this material.
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jurisdiction applicable to such person, including obtaining 
any governmental or other consent which may be required or 
observing any other formality which needs to be observed in 
such jurisdiction. The investment concepts referenced in this 
material may be unsuitable for investors depending on their 
specific investment objectives and financial position. 

This material is for your private information, and we are not 
soliciting any action based upon it. This report is not an offer 
to sell or the solicitation of an offer to buy any investment. 
While all the information prepared in this material is believed 
to be accurate, the Group, may have relied on information 
obtained from third parties and makes no warranty as to the 
completeness or accuracy of information obtained from such 

third parties, nor can it accept responsibility for errors of such 
third parties, appearing in this material. The source for all 
figures included in this material is Partners Capital Investment 
Group, LLP, unless stated otherwise. Opinions expressed 
are our current opinions as of the date appearing on this 
material only. We do not undertake to update the information 
discussed in this material. We and our affiliates, officers, 
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persons involved in the preparation or issuance of this 
material may, from time to time, have long or short positions 
in, and buy and sell, the securities, or derivatives thereof, of 
any companies or funds mentioned herein. 

Whilst every effort is made to ensure that the information 
provided to clients is accurate and up to date, some of the 
information may be rendered inaccurate by changes in 
applicable laws and regulations. For example, the levels and 
bases of taxation may change at any time. Any reference 
to taxation relies upon information currently in force. Tax 
treatment depends upon the individual circumstances of 
each client and may be subject to change in the future. The 
Group is not a tax adviser and clients should seek independent 
professional advice on all tax matters. 

Within the United Kingdom, and where this material refers 
to or describes an unregulated collective investment scheme 
(a “UCIS”), the communication of this material is made 
only to and/or is directed only at persons who are of a kind 
to whom a UCIS may lawfully be promoted by a person 
authorised under the Financial Services and Markets Act 
2000 (the “FSMA”) by virtue of Section 238(6) of the FSMA 
and the Financial Services and Markets Act 2000 (Promotion 
of Collective Investment Schemes) (Exemptions) Order 2001 
(including other persons who are authorised under the 
FSMA, certain persons having professional experience of 
participating in unrecognised collective investment schemes, 
high net worth companies, high net worth unincorporated 
associations or partnerships, the trustees of high value trusts 
and certified sophisticated investors) or Section 4.12 of the 
FCA’s Conduct of Business Sourcebook (“COBS”) (including 
persons who are professional clients or eligible counterparties 
for the purposes of COBS). This material is exempt from the 
scheme promotion restriction (in Section 238 of the FSMA) 
on the communication of invitations or inducements to 
participate in a UCIS on the grounds that it is being issued to 
and/or directed at only the types of person referred to above. 
Interests in any UCIS referred to or described in this material 
are only available to such persons and this material must not 
be relied or acted upon by any other persons. 

Within Hong Kong, where this material refers to or describes 
an unauthorised collective investment schemes (including 
a fund) (“CIS”), the communication of this material is made 
only to and/or is directed only at professional investors who 
are of a kind to whom an unauthorised CIS may lawfully 
be promoted by Partners Capital Asia Limited under the 
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Hong Kong applicable laws and regulation to institutional 
professional investors as defined in paragraph (a) to (i) under 
Part 1 of Schedule to the Securities and Futures Ordinance 
(“SFO”) and high net worth professional investors falling 
under paragraph (j) of the definition of “professional investor” 
in Part 1 of Schedule 1 to the SFO with the net worth  
or portfolio threshold prescribed by Section 3 of the  
Securities and Futures (Professional Investor) Rules  
(the “Professional Investors”). 

Within Singapore, where this material refers to or describes 
an unauthorised collective investment schemes (including 
a fund) (“CIS”), the communication of this material is made 
only to and/or is directed only at persons who are of a kind 
to whom an unauthorised CIS may lawfully be promoted by 
Partners Capital Investment Group (Asia) Pte Ltd under the 
Singapore applicable laws and regulation (including accredited 
investors or institutional investors as defined in Section 4A of 
the Securities and Futures Act). 

Within France, where this material refers to or describes to 
unregulated or undeclared collective investment schemes 
(CIS) or unregulated or undeclared alternative Investment 
Funds (AIF), the communication of this material is made only 
to and/or is directed only at persons who are of a kind to 
whom an unregulated or undeclared CIS or an unregulated or 
undeclared AIF may lawfully be promoted by Partners Capital 
Europe under the French applicable laws and regulation, 
including professional clients or equivalent, as defined in 
Article D533-11, D533-11-1, and D533-13 of the French 
Monetary and Financial Code. 

Certain aspects of the investment strategies described in 
this presentation may from time to time include commodity 
interests as defined under applicable law. Within the United 
States of America, pursuant to an exemption from the US 
Commodity Futures Trading Commission (CFTC) in connection 
with accounts of qualified eligible clients, this brochure is 
not required to be, and has not been filed with the CFTC. 
The CFTC does not pass upon the merits of participating 
in a trading program or upon the adequacy or accuracy of 
commodity trading advisor disclosure. Consequently, the 
CFTC has not reviewed or approved this trading program or 
this brochure. In order to qualify as a certified sophisticated 
investor a person must (i) have a certificate in writing or 
other legible form signed by an authorised person to the 
effect that he is sufficiently knowledgeable to understand the 
risks associated with participating in unrecognised collective 
investment schemes and (ii) have signed, within the last 12 
months, a statement in a prescribed form declaring, amongst 
other things, that he qualifies as a sophisticated investor in 
relation to such investments. 

This material may contain hypothetical or simulated 
performance results which have certain inherent limitations. 
Unlike an actual performance record, simulated results do 
not represent actual trading. Also, since the trades have not 
actually been executed, the results may have under- or over-

compensated for the impact, if any, of certain market factors, 
such as lack of liquidity. Simulated trading programs in general 
are also subject to the fact that they are designed with the 
benefit of hindsight. No representation is being made that 
any client will or is likely to achieve profits or losses similar 
to those shown. These results are simulated and may be 
presented gross or net of management fees. This material may 
include indications of past performance of investments or 
asset classes that are presented gross and net of fees. Gross 
performance results are presented before Partners Capital 
management and performance fees, but net of underlying 
manager fees. Net performance results include the deduction 
of Partners Capital management and performance fees, and 
of underlying manager fees. Partners Capital fees will vary 
depending on individual client fee arrangements. Gross and 
net returns assume the reinvestment of dividends, interest, 
income and earnings. 

The information contained herein has neither been reviewed 
nor approved by the referenced funds or investment 
managers. Past performance is not a reliable indicator and 
is no guarantee of future results. Investment returns will 
fluctuate with market conditions and every investment 
has the potential for loss as well as profit. The value of 
investments may fall as well as rise and investors may not 
get back the amount invested. Forecasts are not a reliable 
indicator of future performance. 

Certain information presented herein constitutes “forward-
looking statements” which can be identified by the use of 
forward-looking terminology such as “may”, “will”, “should”, 
“expect”, “anticipate”, “project”, “continue” or “believe” 
or the negatives thereof or other variations thereon or 
comparable terminology. Any projections, market outlooks 
or estimates in this material are forward –looking statements 
and are based upon assumptions Partners Capital believe to 
be reasonable. Due to various risks and uncertainties, actual 
market events, opportunities or results or strategies may 
differ significantly and materially from those reflected in or 
contemplated by such forward-looking statements. There is 
no assurance or guarantee that any such projections, outlooks 
or assumptions will occur. 

Certain transactions, including those involving futures, 
options, and high yield securities, give rise to substantial 
risk and are not suitable for all investors. The investments 
described herein are speculative, involve significant risk and 
are suitable only for investors of substantial net worth who 
are willing and have the financial capacity to purchase a high 
risk investment which may not provide any immediate cash 
return and may result in the loss of all or a substantial part 
of their investment. An investor should be able to bear the 
complete loss in connection with any investment. 

All securities investments risk the loss of some or all of your 
capital and certain investments, including those involving 
futures, options, forwards and high yield securities, give rise 
to substantial risk and are not suitable for all investors. 
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