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This Year’s Top Bond Investors
Disagree on Depth of US Recession

B Carillon Reams, Columbia bond funds outpace peers in 2023
B Gains mark rebound from pummeling suffered last year

by Michael Mackenzie and Ye Xie
April 18,2023

This year’s top US bond managers
agree that Federal Reserve interest-
rate cuts are inevitable this year. The
main debate they see is how deep the
economic pain gets.

In a chaotic start to 2023 that
featured the most volatile trading
in more than a decade, the Carillon
Reams Core Plus Bond Fund and the
Columbia Total Return Bond Fund
have delivered the best returns among
112 US peers that actively manage at
least $1 billion.

The funds have led the pack in
recouping some of the staggering
losses that they and the rest of the
bond world suffered last year as the
Fed tightened policy at the fastest
clip in decades to tame inflation.

Now these managers are assessing
the breadth of the fallout from those
rate increases, in particular the risk
of a credit crunch following a spate of
bank failures.

After boosting returns last quarter by
anticipating the big shifts in front-end
Treasuries, Todd Thompson and his fel-
low managers of Reams Asset Manage-
ment’s Carillon Reams Core Plus Bond
Fund are positioning for a soft landing
as the more likely path for the economy.
So, a slowdown but not necessarily
a deep recession. It’s a scenario they
expect will benefit high-grade corpo-
rate debt. For Columbia Threadneedle,
however, the outlook is more dire, and
they’re betting Treasury yields will
revisit the lows seen in August 2022.

“The Fed is being overly aggressive
in this cycle as they try and maintain
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least $1 billion.

their credibility in managing infla-
tion,” said Jason Callan, who along-
side Gene Tannuzzo manages the $2.7
billion Columbia Total Return Bond
Fund. “There is more likelihood of a
harder landing.”

The $1.3 billion Carillon Reams Core
Plus Bond Fund earned 4.2% this year
through April 14, after losing about
12% in 2022, data compiled by Bloom-
berg show. It edged out the 4% return
for the Columbia fund, which plunged
17% last year.

For these funds and much of the
rest of the fixed-income world, 2022
marked by far the worst performance
of at least the past decade. On a three-
year basis, both funds have outpaced
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roughly three quarters of their peers,
data compiled by Bloomberg show.

The year-to-date ranking was based
on an analysis of funds in Morningstar
Direct’s intermediate-term core and
core-plus categories. The average re-
turn for the 112 funds was about 3.2%
through April 14.

Inflation Focus

Data last week showed headline
price pressures cooling, while core in-
flation remained elevated. Meanwhile,
consumers’ inflation expectations for
the next year surged, leading traders
to bet on at least another quarter-
point hike by June, and then rate cuts
by year-end.
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Two-year yields swung some 20 ba-
sis points on two days last week, the
latest in a series of whiplash-inducing
sessions that have rewarded bond
managers who nimbly adjusted the
interest-rate risk in their portfolios.

Active managers now face another
critical stretch to prove their mettle
at a time when even Treasury bills
offer rates around 5%. The challenge
is that the central bank may prove less
willing to ease to stem a credit crunch
should inflation stay stubbornly high,
even as Fed staffers see a “mild reces-
sion” ahead. The central bank’s pre-
ferred inflation measure is still more
than double its 2% target.

Reams Asset Management’s Thomp-
son acknowledges the risk that the

Fed tightens again after a pivot.
“That’s definitely part of the calcu-
lus for the steps ahead,” he said.

‘Scramble’ Ahead

But a key for him now is preparing
for easier policy as the cumulative
effects of the Fed’s tightening work
to slow economic activity, while the
banking turmoil crimps lending.

“Our thesis in credit is that you
want to be on the long side and we do
expect the Fed to pivot and ease,” he
said. “We think the market scrambles
for income once we get into a Fed eas-
ing cycle,” fueling demand for corpo-
rate debt.

For Callan, slowing headline con-
sumer inflation and weakness in hous-

ing have emboldened his view that it
pays to own bonds or have duration
risk. The Columbia fund has a longer
duration than the Bloomberg USAgg,
lining it up for outsize returns should
yields fall.

He sees potential for a 2.5% 10-
year Treasury yield, if not lower, by
year-end, from 3.58% now. That result
could deliver a return of 7% to 10%
on top of the fund’s gain in the first
quarter, he said. Among the caveats
he cited — sticky inflation that keeps
the Fed from cutting.

“There was a lot of volatility in Q1
and as we are rolling into Q2, there is
more confidence in the headwinds of
tighter policy, and the data is telling
us things are slowing,” he said.
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Carillon Reams Core Plus Bond Fund Performance as of 03.31.2023

Average Annual Total Returns (%)

Net
Life ©Gross  Expense
10 of Expense Ratio
QTD  YTD 1YR 3YR 5YR YR Class Ratio (After Waiver) Inception

Class A (atnav) 413 413 -3.51 0.08 259 - 222 0.90% 0.80%  11/20/17
Class A (at offer) 021 021 -712-119 181 - 1.50 0.90% 0.80%

Class C” atnav) 3.97 397 -422 064 1.84 - 148 1.67% 1.55%  11/20/17
Class C” (at offer) 297 297 -422 064 1.84 - 148 1.67% 1.55%

Class | 425 425 -312 0.50 3.02 2.28 550 0.65% 0.40%  11/25/96
Class Y 416 4716 -3.49 0.10 2.61 1.88 3.41 0.96% 0.80%  11/12/09
Class R-3 409 409 -373-014236 - 199 1.18% 1.08%  11/20/17
Class R-5 423 423 -322 040 291 - 255 0.53% 0.50%  11/20/17
Class R-6 421 421 -313 050 301 - 265 0.56% 0.40%  11/20/17
Bloomberg 296 296 -478 -2.77 0.91 1.36

U.S. Aggregate Index

Calendar Year Returns (%)

2022 2021 2020 2019 2018 2017 2016 2015 2014 2013
Fund (Class A at NAV) -12.15  -2.34 16.01 7.84 0.35 - - - - -
Fund (Class I) -11.80 -196 1656 829 076 351 357 010 232 -0.36

Bloomberg U.S. i i i
Aggregate Index 13.01 -1.54 751 872 001 354 265 055 597 -2.02

Performance data quoted represents past performance which does not guarantee future results. The
investment return and principal value will fluctuate so that shares, when redeemed, may be worth more
or less than their original cost. Net performance reflects a front-end sales charge or 3.75% for class A
shares. A 1% contingent deferred sales charge for class C shares is charged on redemptions made within
12 months of purchase, but not at one year. The Fund’s investment adviser, Carillon Tower Advisers,
Inc., has contractually agreed to waive or reimburse certain fees and expenses through Feb. 29, 2024,
and may recover/recoup previously waived expenses that it assumes within the following two fiscal
years. Performance data quoted reflects reinvested dividends and capital gains. Returns less than one
year are not annualized. Current performance may be higher or lower than the performance data
quoted. Performance data current to the most recent month-end may be obtained by calling
1.800.421.4184 or visiting carillontower.com. Performance “at NAV” assumes that no front-end sales
charge applied, or the investment was not redeemed. Performance “at offer” assumes that a front-end
sales charge applied to the extent applicable. Class | and R shares have no sales charge and are only
available to certain investors. See the prospectus for more information. *The Carillon Family of Funds
will convert class C share accounts that are more than 8 years old to class A shares on the third of each
month. Shareholders may continue to purchase shares in either class but will be required to pay a sales
charge on new purchases of Class A shares.



Please consider the investment objectives, risks, charges, and expenses of any fund carefully before
investing. Call 1.800.421.4184 or your financial professional for a prospectus, which contains this and
other important information about the funds. Read the prospectus carefully before you invest or send
money.

Risk Considerations: The return of principal in a fixed income fund is not guaranteed. Fixed income
funds have the same interest rate, inflation, issuer, maturity and credit risks that are associated with
underlying fixed income securities owned by the fund. Mortgage- and Asset-Backed Securities are
subject to prepayment risk and the risk of default on the underlying mortgages or other assets.

High-yield securities involve greater risk than investment grade securities and tend to be more sensitive
to economic conditions and credit risk. Foreign investments present additional risks due to currency
fluctuations, economic and political factors, government regulations, differences in accounting
standards and other factors. Investments in emerging markets involve even greater risks. Derivatives
such as options, futures contracts, currency forwards or swap agreements may involve greater risks than
if the Fund invested in the referenced obligation directly. Derivatives are subject to risks such as market
risk, liquidity risk, interest rate risk, credit risk, and management risk. Derivative investments could lose
more than the principal amount invested. The Fund may use derivatives for hedging purposes or as part
of its investment strategy. The use of leverage and derivatives investments could accelerate losses to
the fund. These losses could exceed the amount originally invested.

The Fund may, at times, experience higher-than-average portfolio turnover, which may generate
significant taxable gains and increased trading expenses, which, in turn, may lower the Fund’s return.

The Bloomberg U.S. Aggregate Bond Index is composed of the total U.S. investment-grade bond market.
The market-weighted index includes Treasuries, agencies, CMBS, ABS and investment-grade corporates.
It is not possible to invest in an index.

BLOOMBERG, BLOOMBERG INDICES and Bloomberg Fixed Income Indices (the “Indices”) are trademarks
or service marks of Bloomberg Finance L.P. Bloomberg Finance L.P. and its affiliates, including
Bloomberg Index Services Limited, the administrator of the Indices (collectively, “Bloomberg”) or
Bloomberg’s licensors own all proprietary rights in the Indices. Bloomberg does not guarantee the
timeliness, accuracy or completeness of any data or information relating to the Indices.

Carillon Tower Advisers is the investment adviser for the Carillon Family of Funds and Scout Investments
is the sub-adviser to the Carillon Reams Core Plus Bond Fund. Reams Asset Management is a division of
Scout Investments. Scout Investments is a wholly owned subsidiary of Carillon Tower Advisers. Carillon
Fund Distributors is a wholly owned subsidiary of Eagle Asset Management (a sub-adviser to certain of
the Carillon Family of Funds) and Eagle Asset Management is a wholly owned subsidiary of Carillon
Tower Advisers. All entities named are affiliates.



This material is provided for informational purposes only and contains no investment advice or
recommendations to buy, sell or hold any specific securities. You should not interpret the statements in
this material as investment, tax, legal, or financial planning advice. All investments involve risk, including
the possible loss of principal. Past performance does not guarantee or indicate future results. There is
no assurance the investment strategy will meet its investment objective. Graphs or other illustrations, if

included, are provided for illustrative purposes only and not intended as a recommendation to buy or
sell securities displaying similar characteristics.
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