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Don’t Miss the Trees for the Forest

Clients often ask us which corporate sectors, credit tiers, or 
tenors of the yield curve our team finds attractive. These are 
reasonable questions routinely addressed by fixed income 
managers. We tend to reframe the premise when asked 
ourselves. Rather than assigning outlooks to categorized 
segments, we prefer to identify those segments where we 
see investment opportunity and to highlight overlapping 
traits among recent purchases. To some, this may appear 
to be a question of semantics, or it may seem that these 
answers should be equivalent; however, the original question 
assumes a certain level of nuance, and, to us, the distinction 
is important. 

These traits – sector, credit quality, and position on the curve 
(including duration) – do greatly influence prices. We certainly 
assess our own holdings within this framework. However, 
many of our competitors allocate tactically around these risk 
factors, over- or underweighting specific segments based 
on short-term trends or top-down analyses. By contrast, our 
portfolio exposures seldom translate into categorical “likes” 
or “dislikes.” Differentiation at the security level is paramount 
to our process.

To understand why, one must first recognize the unique 
concentration of JAG’s fixed income strategies. Our portfolios 
typically comprise 40 to 50 individual positions while the 
universe of intermediate bonds contains more than 5,000 
corporate issues and 1,000 or so Treasury and agency bonds. 
The benchmark indices are also heavily skewed toward 
the largest issuers, with thousands of individual securities 
essentially amounting to rounding error. For us, this means 
each of our roughly equal-weighted positions represents a 
significant deviation from the benchmark. These high active 
weights magnify the differences between our holdings and 
any aggregated segments they belong to.

Additionally, bonds have significant differentiation within 
conventional segments. Wide price dispersion (i.e., differences 
in yield) exists between bonds even after controlling for many 
risk factors. This is likely common knowledge, but its extent 
is perhaps not well known. We contend that, excepting some 
investment professionals and regular market participants, 

most mainstream investors have not experienced this 
phenomenon first-hand. Admittedly, the variance in expected 
returns in fixed income is less captivating to many audiences 
than that in equities, but with focused position weights and 
prudent selection we can compound these excess return 
opportunities over time.

The exhibits below depict outstanding bond issues in the 
intermediate corporate bond universe as of November 29th. 
Each dot represents a single bond issue, and we narrow the 
focus to highlight certain segments. Extreme outliers have 
been excluded to improve visibility. Through this lens, it 
becomes apparent how one’s opinion of an individual bond 
can easily differ from one’s overall opinion of the various 
groups and categories it falls under.

Exhibit 1: Intermediate investment-grade corporates  
(excludes extreme outliers)
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Exhibit 2: Financial sector issues in green
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In the final exhibit, we apply a rather narrow combination 
of parameters: single-A rated issues in the financial sector 
having 3 to 5 years of duration. As illustrated, an investor still 
has myriad issues to choose from – 202 to be exact – with 

Exhibit 3: Single-A rated issues in blue
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Exhibit 4: Single-A rated, financial sector issues  
in yellow
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Exhibit 5: Single-A financials only; those with 3 to 5 
years of duration in orange
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a roughly 1% gap between the highest- and lowest-yielding 
issues in the group. 

Importantly, higher-yielding issues should not be presumed to 
be attractive on a risk-adjusted basis. Many factors, including 
issuer fundamentals, specific bond features, and liquidity, can 
explain the market’s discounting of these bonds. One may 
also determine that none of these bonds are appropriately 
priced, either based on each bond’s own merit or because 
better opportunities exist elsewhere.

Returning to our original premise, we believe the question 
of which segments are attractive belies an approach that 
may be common but is not our own. JAG’s philosophy is to 
surveil the full opportunity set, continuously searching for 
high-conviction ideas worthy of meaningfully sized positions. 
We find this approach to be well-suited to our philosophy of 
focusing on credit selection and fundamental research. 

Source: Bloomberg Finance LP, JAG Capital Management



3   www.jagcapm.com

JAG Team Insights

Certified Veteran Owned® Business

1610 Des Peres Road, Suite 120
St. Louis, MO 63131

CAPITAL
MANAGEMENTLLC

About JAG
JAG Capital Management (JAG) actively invests for institutions and individuals in highly selective, customizable, and nimble equity and 
fixed income strategies. JAG is a boutique, independent, employee-owned investment management firm in St. Louis.

Disclosures
This report was prepared by the staff of JAG Capital Management, LLC, an SEC-registered investment adviser. The 
information herein was obtained from various sources including but not limited to FactSet, Bloomberg, Reuters, 
Standard & Poor’s, ChatGPT, and the United States Bureau of Labor Statistics, and believed to be reliable; however, 
we do not guarantee its accuracy or completeness. The information in this report is given as of the date indicated. 
We assume no obligation to update this information, or to advise on further developments relating to securities 
discussed in this report. The opinions expressed are those of the adviser listed above as of the date of this report 
and are subject to change without notice. The opinions of individual representatives may not be those of the 
Firm. Additional information is available upon request.

The information contained in this document is prepared and circulated for general information only. It does 
not address specific investment objectives, or the financial situation and the particular needs of any recipient. 
Investors should not attempt to make investment decisions solely based on the information contained in this 
communication as it does not offer enough information to make such decisions and may not be suitable for 
your personal financial circumstances. You should consult with your financial professional prior to making such 
decisions. For institutional investors: JAG Capital Management, LLC, has a reasonable basis to believe that 
you are capable of evaluating investment risks independently, both in general and with regard to particular 
transactions or strategies. For institutions who disagree with this statement, please contact us immediately. 
Past performance should not be considered indicative of future performance. Any investment 
contains risk including the risk of total loss.

This document does not constitute an offer, or an invitation to make an offer, to buy or sell any securities discussed 
herein. J.A. Glynn & Co., JAG Capital Management, LLC, and its affiliates, directors, officers, employees, 
employee benefit programs and discretionary client accounts may have a position in any securities listed herein.

A Veteran Owned Business (VOB) is a business owned, (51% ownership or greater) by a Veteran who has met 
the definition of a veteran. The following represents the criteria that the National Veteran Business Development 
Council (NVBDC) uses in determining ownership: 

Ownership: Fifty-one percent ownership by a Veteran or Veterans. The applicant must share in all risk and profits 
commensurate with their ownership interest.

Control and Management: Proof of active management of the business. Veteran must possess the power to 
direct or cause to direct the management and policies of the business.

Contribution of Expertise and Capital: Contribution of capital and/or expertise by Veteran owner(s) to acquire 
their ownership interest shall be real and substantial and be in proportion of the interest acquired.

Independence: The Veteran owner(s) shall have the ability to perform in their area of specialty/expertise without 
substantial reliance on non-Veteran-owned businesses.
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