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The equity markets—both public and private—have garnered the majority of the investment world’s headlines through 
the ongoing COVID-19 pandemic, leaving fixed-income managers to serve as a key relief valve for investors seeking 
liquidity. 

“In a crisis like we just saw, equity values were down 30%-40%, private equity may have been struggling or down, hedge 
funds may have been struggling or gone—when those things happen, the pension funds have to rely on fixed- income 
managers for benefit payments,” said Gilbert Garcia, managing partner of Garcia Hamilton & Associates. 

As institutional investors review rebalancing policies and asset allocations during the crisis, it’s imperative to recognize 
the purpose of fixed-income, especially when compared to other asset classes. 

“You have the tailwind of declining interest rates for a reason, because expectations are for a tremendous growth 
slowdown in the economy. So under those circumstances, what fixed-income is supposed to do is provide a positive 
return where other asset classes that are dependent on perhaps growing earnings are not going to be able to do so,” 
said Ellen Safir, founder and cio of New Century Advisors. “So fixed-income in an environment like this is supposed to 
protect principal.” 

Pension plans often look to fixed-income as their source of liquidity during rebalancing and this downturn has been no 
different. 

Ramirez Asset Management President and CEO Sam Ramirez Jr. said that he has seen “a couple clients that have had 
rebalancing scenarios.” 

“Some clients need liquidity for asset reallocation and rebalancing and others to meet benefit payments,” he added. 
“We have been fortunate that this has been very limited while also seeing money coming in for new mandates.” 

While the asset class lends itself to providing a source of liquidity, managers also pointed to their ability as active 
managers to provide returns for institutions. 

“Active fixed-income managers have shown an ability to outperform benchmarks over full market cycles. The fact that 
there’s a repricing of all these markets puts us in a position, we feel, for continued outperformance in the months and 
quarters to come,” Ramirez explained. “As an active fixed-income manager, we’re proud of the work we’ve done for our 
clients.” 

Tony Lee, senior v.p. at emerging manager-of-managers Bivium Capital Partners and formerly with Progress Investment 
Management Company, observed that fixed-income managers are “much more mindful of longer-term gain as 
compared to short-term pain.” 

Managing Director Karen Mair of emerging manager-of-managers Capital Prospects, which was recently acquired by 
Attucks Asset Management, acknowledged that for the fixed-income managers they pursue in the research process, 



“there is a very strong awareness that this is an asset class with an asymmetric risk-return profile,” she said, noting that 
awareness is “recognizing you can win by not losing.” 

“When something like this [crisis] happens, that approach will help them because they know how to understand the 
downside and find upside opportunities,” she added. 

CIO Andrew Palmer of the $56 billion Maryland State Retirement & Pension System noted in an e-mail that the plan 
doesn’t “view the managers in fixed- income as uniformly better than managers in other asset classes in reacting to 
volatile markets.” 

“We do think that fixed-income market betas are more easily evaluated and adjusted than in other asset classes,” he 
continued. “For example, deciding to move from investment grade credit to mortgage-backed securities is a more 
analyzable problem than deciding on moving among equity sectors, factors or geographies.” 

First Quarter Performance & Returns 

New Century’s Safir said she was “happy to report” that during the first quarter the firm’s core strategy was “essentially 
flat versus the benchmark, putting us well into the first quartile.” 

“Our US TIPS strategy and Global Inflation-Linked Bond strategies produced excess returns of 34 basis points and 93 
basis points, respectively, versus their benchmarks,” she added. 

“One of the key principles of the process is that we seek alpha from multiple sources and we are not known for making 
one big bet. And the reason is because our mission is to provide consistent excess returns in all environments—our goal 
[is] to be able to do that,” Safir explained. 

“In order to do that and maintain consistency, we have to find diversifying bets. Of course in the first quarter the 
diversifying bet was to have convexity and reliable duration in a portfolio versus the unreliable duration that came from 
credit and mortgages. So it’s not as if we didn’t own credit, we did, but we also utilized duration and higher convexity, 
i.e. Treasuries, to balance our holding in credit and that’s really what worked,” she said. 

The first quarter proved to be an arduous time for managers in all asset classes, with most looking to the second quarter 
to make up for losses. 

For Ramirez, the second half of March “proved to be a difficult period for RAM and most managers to outperform 
standard fixed-income benchmarks,” he said. 

“Longer-term returns remain very solid. Our investment process remains consistent, and we are optimistic about our 
positioning in the months to come,” Ramirez continued. “We’re favoring higher quality spread sectors in market 
segments with solid long-term fundamental outlooks.” 

“The coming quarter should be a period where active managers like ourselves will be able to take advantage of the 
market dislocations,” he added. 

Garcia said that while they lagged their benchmarks during the quarter, the firm likely held up somewhere in the middle 
of the pack versus its peers. 

“But I think the more important thing is we’re having a very strong April—we made adjustments to the portfolio that are 
now already bearing significant fruit in April and we’re very near the top of the pack as we added credit at very impaired 
levels,” he noted. 

Garcia also mentioned that while performance is key, there is also the importance of “being there for the clients.” 

“We made sure we answered every phone call, client request, consultant request, cash flow need—that’s how you’ve 
got to shine in those moments, on the client service side,” he said. 



New Century has also been communicating with their clients “through portfolio review calls to inform them of how we 
approached their portfolios during a challenging environment,” Safir said. 

“This involves outlining what our portfolio strategy was during the quarter, details on performance attribution, how we 
are currently positioned and what our outlook is across fixed-income sectors,” she explained. “Likewise, we are reaching 
out to prospects and consultants to share our composite returns, how we achieved those returns and where we see 
opportunities.” 

On the plan sponsor side, Palmer said that the plan’s nominal fixed-income portfolio was up 12.2% for the first quarter. 

“With the exception of private equity and real estate, which are both priced with a lag, all other asset classes had 
negative returns,” Palmer said. 

The Advantage Of Emerging Fixed-Income Managers 

When compared to their larger peers, there is one aspect of smaller, emerging and/or diverse fixed-income managers 
that comes up time and time again: their nimbleness, which can be especially advantageous in times of crisis. 

“It comes down to being more nimble to really take advantage of markets in real time; making meaningful changes to 
our allocations when we need to,” Ramirez said. “Some of the bigger asset managers are faced with problems that come 
with the size of these organizations. The fact that we are not using derivatives and take a more traditional approach to 
our investment style is refreshing.” 

For this quarter especially, Safir found that there was an “extreme lack of liquidity” impacting credit markets combined 
with “a dealer community that had less balance sheet and less appetite to take risk.” 

“So that makes it even more difficult. In that environment, the smaller managers have an advantage. Not everybody, 
every dealer wants to take down 

$15 million or $100 million, so it’s a function of size and also nimbleness,” she said. 

Bivium’s Lee also highlighted the nimbleness of emerging managers. 

“In times of distress, [larger managers] aren’t going to be moving very quickly or getting out of names they don’t want 
the same way our emerging managers are, particularly in fixed-income and credits and even in Treasuries,” he said. 

Palmer commented that smaller managers “are able to take advantage of pricing dislocations in individual securities and 
have them make an impact on performance.” 

“In volatile times, pricing dislocations happen more often as there is more forced selling and potentially small trade 
lots,” he said. 

For Garcia, the aspect of nimbleness goes hand-in-hand with the firm’s approach to its clients. 

“As it comes to size, I think we’re a lot more nimble to make moves required to do what is needed for our clients and 
position portfolios for the dawn—for the other side of the virus,” Garcia said. 

“We had a high number of clients that wanted direct contact with me and [Director of Marketing and Client Services] 
Ruby [Dang]—calls at night, on the weekend—that’s something that you don’t get at some of the non-emerging firms; 
the access,” he added. 

Garcia finds that emerging managers tend to be “much more sensitive to the clients in these crises.” 

“That’s when senior people and partners and owners get extremely engaged with the clients. You don’t have that ability 
at big firms,” he said. “I think that also with emerging firms, it’s the same thing on the portfolio management side 

—if clients want to know what can I do differently or improve, with emerging firms, they’re dealing directly with senior 
portfolio managers who are part owners or larger owners of the company.” 



How Managers Are Adjusting 

Adjusting to a “work from home” lifestyle came naturally to most firms thanks to durable business continuity and 
disaster recovery plans. 

“I think we’ve adapted amazingly well to this crisis, which is to say that our disaster recovery and business continuity 
plans and annual testing have paid off,” Safir said. “Although we had already adopted video conferencing and 
telecommunications services, we’ve also taken advantage of some newer services like Zoom, Slack and others that have 
a more friendly user experience.” 

“We can all get the information and share our thoughts about markets as it happens. In terms of collaboration I am very 
pleasantly surprised about that,” she added. 

Prior crises had also helped prepare for handling the ramifications of coronavirus, both operationally and from an 
investment perspective. 

“Our time-tested investment process has been through several crises,” Ramirez said. “Going into this crisis, our 
positioning strategically was in higher credit quality spread sectors, which has put us in a position to both withstand and 
take advantage of the market volatility.” 

Safir highlighted her firm’s emphasis on diversified sources of returns as a process attribute that benefited the firm. 

“We do not rely on one source of alpha, but look broadly for it, so we were not caught off guard by an over commitment 
to credit exposure,” Safir said. 

Similarly, Garcia leaned on his prior experiences with several financial crises. 

“There was a sense of calm I tried to instill in everybody—that we’ll get through this and we’ll get through it together,” 
Garcia said. “The worst thing you can do is panic.” 

Garcia also noted a two-pronged preparedness for the situation that involves the firm being “well capitalized” with 
“ample capital and ample credit lines” as well as being focused on staying fully functional when it comes to money 
management. 

“From that standpoint, we were ready,” he said. 

The Outlook 

While the future remains uncertain, managers provided insights on what can be expected for fixed-income during the 
second quarter and beyond. 

“It’s hard to have a whole lot of confidence in an outlook, and we’re listening to the science community in terms of 
where they are in testing, and it will be testing that perhaps gives people some comfort since a vaccine is most likely a 
year to 18 months away,” Safir said. “So this will be an environment in which we perhaps slowly come back to the new 
normal.” 

She added that she doesn’t see interest rates “particularly hurting fixed-income returns because we still see a slow 
economic backdrop,” noting that in some cases default rate estimates may have been overstated. 

“So what we’re doing at this time is being very selective and trying to think forward in the absence of certainty, the 
outcome as to what companies can withstand—what kind of companies will be beneficiaries,” she said. 

Ramirez said his firm is feeling pretty good looking to the second quarter and the rest of 2020, noting “the length of time 
it takes to get through this crisis and getting back to a ‘new normal’ will be key in getting back to some sense of 
fundamentals.” 



“With the amount of stimulus being provided and a gradual reopening of our economy, we believe you will see a nice 
recovery and substantial improvement in most segments of the market,” he said. “With the very low level of Treasury 
rates and attractive yields in non-government sectors, we believe there are going to be attractive opportunities for 
outperformance relative to benchmarks going forward.” 

Garcia said that while the second quarter may cause “a lot of eye popping, dismal numbers,” there will also be “eye 
popping rebounds” on the other side of the virus. 

Palmer also weighed in, noting that for the second quarter “the Fed has liquefied markets, the various stimulus bills are 
helping with near term solvency and the initial phases of reopening of markets are all tailwinds for risk assets.” 

“For the rest of the year, the path of the virus and the pace of development of effective, more targeted responses will 
determine the degree of rebound in the economy and markets,” he added. “At the moment, the market seems to be 
anticipating success and minimal further impact from the virus on economic activity. 

 

 

Michael Golden 
Director of External Affairs 
 

Maryland State Retirement and Pension System 
120 East Baltimore Street | Baltimore, MD | 21202-6700 
Tel: 410-625-5603  |  1-800-492-5909  |  TDD/TTY: Maryland Relay 

 

sra.maryland.gov 

  

 

 
 

 

tel:410-625-5603
https://doit.maryland.gov/mdrelay/
https://sra.maryland.gov/

