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Market Overview
Home Prices are Starting to Roll Over, Core CPI should Follow Shortly.

For over a year now, the sole focus for central banks was to reign-in infl ation through tighter monetary policy. While 
infl ation, as measured by the core Consumer Price Index (CPI), has receded from the peak seen last fall, it remains 
stubbornly high. The March reading for core infl ation came in at 5.6% Year-over-Year (YoY). The main reason it remains 
elevated is due to “Shelter Costs”, which comprise 43% of the core composite number, and have yet to roll over. However, 
we believe this is about to change. Faster moving data series like the S&P CoreLogic Case-Shiller US Home Price Index, 
which tracks the value of single-family homes, is down the most since 2011. On the rental side, vacancy rates and YoY 
price increases are now back in line with pre-COVID levels. While the shelter component of core CPI is a slower moving 
Index and could remain elevated over the coming months, we expect the month-over-month increases to start to subside 
by mid-summer, and with it, the dominant upward pressure on core infl ation numbers. Ultimately, we believe core infl ation 
can fall towards 3% before fi nding its fl oor. This level would still be elevated relative to the average core CPI number 
recorded over the decade leading up to the pandemic. 

The Signifi cant Rise in Interest Rates are having a Material Effect on Bank Deposits. 

The dramatic increase in short-term interest rates over the last 12 months has caused an enormous shift in the capital 
deployed by investors. In the fi rst three months of this year, money market funds have grown assets under management 
by 8.2%. One might expect that these fl ows have come from equity or bond holdings given the volatility in those asset 
classes but fund fl ows into bonds are up 1.6% while equities are fl at. It seems the main culprit is deposit fl ight from banks. 
In the fi rst two months of the year, deposits at commercial banks in the U.S. dropped from $17.95 trillion to $17.59 trillion. 
The fall picked up steam with the failures of Silicon Valley Bank and Signature Bank in March, ending the quarter at $17.35 
trillion. As money leaves the banking system, credit availability is likely to continue to tighten and cause the economy to 
slow.

A Pause from the Fed is Coming, but be Wary of Potential Cuts.  

As of this writing, the futures market is pricing in one additional 25 bps hike by the Federal Reserve (the Fed). This is in line 
with our thinking at the start of the year. However, the market is also pricing in multiple cuts by year-end. Given our view 
that infl ation will retreat in the coming quarters, but stay above the Fed’s 2% target, it would take a signifi cant shock to the 
system to cause the Fed to cut. While many investors are cheering on the potential for the Fed to loosen monetary policy, 
we would warn it would likely unfold in the face of risk assets being pressured by some sort of credit tightening event.

High Yield Overview
The broad high yield bond market returned 3.68% in Q1 as measured by the ICE BofA US Cash Pay High Yield Index. The 10 
Year Treasury yield fell precipitously in early March on the heels of Silicon Valley Bank failing and other regional bank stress, 
exiting Q1 at 3.83%. Meanwhile, the Fed increased the Fed Funds rate twice to 5% (upper bound) exacerbating an already 
historic yield curve inversion. The high yield risk premium, or spread over treasury, fell 23 bps in Q1 to fi nish at 4.52%. Within 
high yield, lower quality issues outperformed in Q1, with BBs, Bs, and CCCs returning 3.37%, 3.79% and 4.53% respectively. 
Longer maturity high yield also outperformed shorter maturity high yield on average. High yield mutual funds/ETFs saw 
roughly $15 billion of outfl ows in Q1, and new issue activity remained relatively subdued with only $36 billion of primary 
issues pricing. At the end of Q1 the yield to maturity on the broad high yield market was 8.5% and the market’s effective 
duration was 3.8 years.

Fund Review

The Carillon Chartwell Short Duration High Yield Fund returned 1.58% during Q1. Telecommunications (5.2%) and Leisure 
(8.9%) were the fund’s best performing sectors, while Transportation (1.1%) and Retail (4.7%) lagged. Top contributors in Q1 
included SBA Communications (2.5%), an owner of cell phone towers, and Albertsons (2.5%), a large grocery store opera-
tor. Albertsons benefi tted from strong earnings, cash fl ow and food infl ation. Negative contributors in Q1 included QVC Inc 
(1.8%) and Starwood Property Trust (2.4%). QVC is recovering from a distribution center fi re, supply chain challenges and 
slowing post-pandemic demand for consumer goods, and while Starwood had good earnings, real estate performance was 
challenged in Q1. Trading activity was modest in the quarter with turnover of approximately 13%. Two positions matured, 
and two other positions were called at premiums to par. In addition, we actively sold other positions that were nearing ma-
turity and redeployed cash into what we think are better opportunities, including new positions in a gaming operator and a 
pharmaceutical company. We also used infl ows to add to exposure in several existing positions at purchase prices that we 
believe were attractive discounts to par. At quarter end the Fund’s largest sector weights were Capital Goods (9.7%), Energy 
(9.6%) and Real Estate (9.0%).
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Total Net Assets 
(millions): $225.56

Number of holdings: 62

Top Holdings
FIDELITY INVESTMENT MONEY 
MARKET

FORD MOTOR CREDIT CO. 
4.063% 11/1/24

SPRINT CORP. 
7.125% 6/15/24

CENTENE CORP.
4.250% 12/15/27

CROWN AMER/CAP CORP. 
4.750% 2/1/26

SBA COMMUNICATIONS
3.875% 2/15/27

GFL ENVIRONMENTAL
4.250% 6/1/25

TRANSDIGM
6.250% 3/15/26

Please consider the investment 
objectives, risks, charges, and 
expenses of any fund carefully 
before investing. Call 888-995-5505 
or your fi nancial professional for a 
prospectus, which contains this and 
other important information about 
the funds. Read the prospectus 
carefully before you invest or send 
money.
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Outlook
Initial signs of a weaker economy are starting 
to pile up in various manufacturing, services, 
and jobs data. Questions remain, however, 
around the severity and duration of the widely 
expected economic slowdown. In our mind it 
comes down to timing of the lagged effects 
of what has been unprecedented monetary 
tightening (higher short rates, shrinking Fed 
balance sheet, contracting money supply). 
The present yield curve inversion refl ects a 
fair amount of tension between the market and 
the Fed over the short-term outlook. Corporate 
earnings over the next few quarters should 
help resolve this tension one way or the other. 
We anticipate uneven economic growth and 
overall slowing, but do not currently see a 
deep and prolonged recession. We would not 
be surprised to see short-term interest rates 
fall later this year on economic weakness. At 
the same time, longer-term rates could move 
higher restoring some normalcy to the yield 
curve if infl ation trends downward but remains 
above the Fed’s 2% target.

With a yield to maturity of 8.5%, the broad high 
yield market generates meaningful income that 
exceeds future infl ation expectations. Credit 
spreads today do not refl ect levels typical of 
prior recessions, which could be cause for 
concern but may partially be explained by 
better overall quality in the high yield market 
now compared to past economic cycles. We 
do expect defaults and distressed exchanges 
to rise over the balance of 2023 if the economy 
weakens but believe most of this activity will 
be confi ned to weaker ‘B’ and ‘CCC’-rated 
issuers. In the current environment we see 
opportunity in lower-dollar-price, performing 
(i.e., non-distressed) high yield bonds with the 
potential to deliver attractive total return in 
addition to good income. The Fund continues 
to see positions exit via maturities, calls and 
tenders at prices of $100 or higher, while new 
purchases entered the Fund during Q1 at an 
average price of less than $98. The Fund’s 
quality and maturity ‘guardrails’ (BB-rated and 
average maturity less than 3 years) remain 
fundamental to the investment process, as we 
believe these structural factors continue to aid 
in generating relatively consistent returns.

Mutual fund investing involves risk, including the 
potential loss of principal.
Fixed income investment includes the following risks: 
credit, prepayment, call and interest rate risk. Credit 
risk refers to the loss in the value of a security based 
on a default in the payment of principle and/or interest 
of the security, or the perception of the market of 
such default. As interest rates rise the value of bond 
prices will decline. High-yield bonds have a higher risk 
of default or other adverse credit events, but have the 
potential to pay higher earnings over investment grade 
bonds. The higher risk of default, or the inability of 
the creditor to repay its debt, is the primary reason 
for the higher interest rates on high -yield bonds. The 
Fund invests in foreign and emerging market securities 
which involves certain risks such as currency volatility, 
political and social instability and reduced market 
liquidity. The Fund may also invest in ETFs (Exchange-
Traded Funds) and therefore would be subject to the 

same risks as the underlying securities in which the 
ETF invests as well as entails higher expenses than if 
invested into the underlying ETF directly.
Past performance is not indicative of future results, 
and investing involves risk, including the risk of loss. All 
information as of March 31, 2023. Opinions expressed 
are the current opinions as of the date appearing in this 
material only. This material should not be construed as 
research or investment advice. No part of this material 
may, without Carillon Tower Advisers’ prior written 
consent, be copied, photocopied, or duplicated in any 
form, by any means.
The information provided should not be construed as 
a recommendation to buy, sell, or hold any particular 
security. The data is shown for informational purposes 
only and is not indicative of future portfolio characteristics 
or returns. Portfolio holdings are not stagnant and may 
change over time without prior notice.
The Consumer Price Index (CPI), reported monthly by the 
U.S. Bureau of Labor Statistics, measures the change 
in prices paid by consumers for food, clothing, shelter, 
fuels, transportation, doctors’ and dentists’ services, 
drugs, and other goods and services.
Basis points (bps) are units of measure often used in 
discussions of interest rates, equity indices, and yields 
of fi xed-income securities. One basis point is equal to 
1/100th of 1%.
A yield curve is a line that plots yields (interest rates) of 
bonds having equal credit quality but differing maturity 
dates. The slope of the yield curve gives an idea of 
future interest rate changes and economic activity. 
Investors and market analysts watch certain yield curves 
for signs of inversion, when yields for longer-term debt 
instruments fall below yields on short-term debt with the 
same credit quality. Inversions are watched as potential 
signs of a weakening economy and in certain cases, a 
harbinger of recessions.

Yield curve control occurs when a central bank targets a 
longer-term interest rate and then buys or sells as many 
bonds as necessary to hit that targeted rate.

The U.S. Dollar Index is a measure of the value of the U.S. 
dollar relative to the value of a basket of currencies from 
most of the U.S.’s most signifi cant trading partners.
Duration incorporates a bond’s yield, coupon, fi nal 
maturity and call features into one number, expressed 
in years, that indicates how price-sensitive a bond or 
portfolio is to changes in interest rates. Bonds with 
higher durations carry more risk and have higher price 
volatility than bonds with lower durations.

The Bloomberg US Treasury Index measures US dollar-
denominated, fi xed-rate, nominal debt issued by the US 
Treasury.

ICE Bank of America (ICE BofA) US Cash Pay High Yield 
Index is an unmanaged index used as a general measure 
of market performance consisting of fi xed-rate, coupon-
bearing bonds with an outstanding par which is greater 
than or equal to $50 million, a maturity range greater than 
or equal to one year and must be less than BBB/Baa3 
rated but not in default.

Benchmark Index
ICE Bank of America (ICE BofA) 1-3 Year BB Cash Pay 
High Yield Index is a subset of the Bank of America U.S. 
Cash Pay High Yield Index including all securities with 
a remaining term to fi nal maturity less than 3 years and 
rated BB1 through BB3, inclusive.
Bloomberg Intermediate Government/Credit Index 
measures the non-securitized component of the US 
Aggregate Index with less than 10 years to maturity.
“Bloomberg®” are service marks of Bloomberg 

Finance L.P. and its affi  liates, including Bloomberg 
Index Services Limited (“BISL”), the administrator of 
the indices (collectively, “Bloomberg”) and have been 
licensed for use for certain purposes by Carillon 
Tower Advisers and Chartwell Investment Partners. 
Bloomberg is not affi  liated with Carillon Tower Advisers 
or Chartwell Investment Partners, and Bloomberg does 
not approve, endorse, review, or recommend the Carillon 
Chartwell Short Duration High Yield Fiund. Bloomberg 
does not guarantee the timeliness, accurateness, or 
completeness of any data or information relating to the 
Carillon Chartwell Short Duration High Yield Fiund.
The fund is the successor to the Chartwell Short 
Duration High Yield Fund pursuant to a reorganization 
involving the Fund and the Predecessor Fund that 
occurred on July 1, 2022. The Class Chartwell shares 
of the fund have adopted the performance history 
and fi nancial statements of the Predecessor Fund. 
Prior to the date of the reorganization, the fund had no 
investment operations. Accordingly, the performance 
information, including information on fees and 
expenses and fi nancial information provided in this 
prospectus for periods prior to the reorganization (the 
Fund’s commencement of operations) is historical 
information for the Predecessor Fund. Given the above, 
unless specifi cally stated otherwise, subsequent 
references in this section to the fund should be read 
to include the Predecessor Fund, as well as the other 
predecessor funds described below.
Prior to this reorganization, the fund acquired the assets 
and liabilities of the Chartwell Short Duration High Yield 
Fund (the “IMST Predecessor Fund,” and together with 
the Predecessor Fund, the “Predecessor Funds”), a 
series of Investment Managers Series Trust, on July 
17, 2017. As a result of the reorganization, the fund is 
the accounting successor of the Predecessor Funds. 
Performance results shown in the bar chart and the 
performance table refl ect the performance of the IMST 
Predecessor Fund for the period prior to July 17, 2017.

Distributed by Carillon Fund Distributors Inc., Member 
FINRA

Prior to June 30, 2022 the wholesaling and marketing 
efforts were provided by, among others, Chartwell 
TSC Securities Corp., an affi  liate broker dealer, 
member FINRA. Chartwell Investment Partners, LLC 
and Chartwell TSC Securities Corp. were both wholly 
owned subsidiaries of TriState Capital Holdings, Inc. 
Beginning July 1, 2022: the fund was re-named the 
Carillon Chartwell Short Duration High Yield Fund; 
the underwriting, wholesaling and marketing efforts 
became provided by Carillon Fund Distributors, Inc., 
member FINRA; Chartwell Investment Partners, LLC 
became the sub-adviser for the fund as well as a 
subsidiary of Carillon Tower Advisers, Inc., which 
became the investment adviser. All entities named are 
affi  liates
The views and opinions expressed are not necessarily 
those of any broker/dealer or any affi  liates. Nothing 
discussed or suggested should be construed as 
permission to supersede or circumvent any broker/
dealer policies, procedures, rules, and guidelines.

While the Fund is no load, there are management fees 
and operating expenses that do apply. Such fees and 
expenses are described in the Fund’s Prospectus.
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