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GENERAL  MARKET  COMMENTARY 
Most financial markets gained in the second quarter after a 
bumpy start with multiple crosscurrents including stress in 
the U.S. system, signs of persistent core inflation 
pressures, falling energy prices, and an upswing in Chinese 
economic data. With the majority of central banks still 
tightening monetary policy, uncertainty should remain high 
and warrant a degree of caution, along with portfolio 
diversification. 
Equity returns diverged greatly, with the NASDAQ up 
sharply due to a half dozen artificial intelligence stocks, 
while the New York Stock composite was up 3.94%. 
Bonds were mixed with some categories up and others 
down, but the winner was floating rate funds.  Commodity 
prices fell. 

The markets still appeared dysfunctional as they waited 
for inflation information, employment information, and 
recession clues. Economic announcements caused 
volatility as each announcement surprised even the 
experts. Bond volatility caused market gyrations during 
the quarter. The MOVE Index, a measure of volatility in 
treasury markets, spiked to its highest level on record 
outside the global financial crisis period of 2008–2009. 
Banking sector turmoil and dramatic fluctuations in 
investor views of the outlook for inflation and monetary 
policy contributed to the volatility. In contrast, measures 
of equity-market volatility remained lower than normal. 
The U.S. remains in a late-cycle expansion phase, with a 
significant likelihood that recessionary pressures may 
increase by the end of the year. The “recession” seems to 
continue to get pushed out farther, but eventually it likely 
will happen.  

U.S. consumer inflation rates continued to slow after 
reaching a multi-decade peak of 9.1% last year but 

recently hit a two year low of 3%. Many inflation 
pressures that tend to be more transitory, such as supply-
chain disruptions, continued to fade. 
We believe the moderating trend will continue in 2023, 
but it will be difficult to return to the stable, low-inflation 
environment of the past two decades. Most will keep a sub 
4% mortgage and do home improvements. The yield 
curve—the 10-year less 3-month Treasury yield—
experienced its greatest inversion since 1981, as the Fed 
hiked short-term rates while longer-term rates went down, 
so longer maturity bonds now have a lower rate than short 
term rates. Historically, the yield curve has been a reliable 
leading indicator of economic weakness, inverting before 
the last 8 recessions. The timing of a recession after curve 
inversions ranges between 4 and 21 months, so it should 
still be coming as the earnings outlook deteriorates with 
investors expecting slower growth. Also typical of a late 
cycle, U.S. banks tightened lending standards across 
multiple loan categories. The banking stress experienced 
during Q1 2023, highlighted by the failure of two regional 
banks, may generate even greater caution and lead to 
further credit tightening. 

THE  FULL  SPECTRUM 
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Consumer Price Index

MONITORING THE DIVERGING BOND MARKETS 
After a promising start to the bond market at the end of 
last year, the Fed threw cold water on the start of a new 
bond bull market by threatening to raise rates for a longer 
period, halting the January bond rally.  
For the past 6 months we observed that the only bond class 
with meaningful returns were floating rate funds which do 
not carry interest rate risk, only credit risk. They have been 
ranked as the number one bond asset class for several 
months now, and currently have a yield approaching nearly 
10%. A substantial rally in longer duration bonds is close 

at hand, and when it begins, it may likely exceed stock 
returns. A recession is good for high quality bond returns 
since the Fed drops rates when recession hits, whereas 
stocks go down if profits evaporate. Don’t underestimate 
the potential returns coming later this year in the bond 
market. History says it’s time to buy long term bonds as 
peak rates near. On average, treasuries returned 10% over 
six months after the Fed Funds rate peaked. What we don’t 
quite know yet is if the Fed is done raising rates. This calls 
for active management. 
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Portfolio Composition 3/31/2023 6/30/2023

S&P 500 Index Exposure 19.30% 32.29%

NASDAQ 100 Index Exposure 21.27% 18.43%

Russell 2000 Index Exposure 9.67% 30.44%

Equity Other 0.00% 27.20%

Cash Management 0.00% 16.01%

50.24% 124.36%

Portfolio Composition 3/31/2023 6/30/2023

High Yield 30.19% 40.45%

HY Credit Default Swaps 20.08% 20.04%

Floating Rate 9.96% 36.29%

Municipal 16.03% 10.04%

Government 0.00% 0.00%

Mortgage-Backed 0.00% 16.72%

Bond - Other 10.18% 0.00%

Preferred 0.00% 10.26%

86.44% 133.80%

Expense Ratio:  1.69%

Consumer Price Index: (CPIAUCSL) is a price index of a basket of 
goods and services paid by urban consumers. Percent changes 
in the price index measure the inflation rate between any two 
time periods. The most common inflation metric is the percent 
change from one year ago. It can also represent the buying 
habits of urban consumers. This particular index includes 
roughly 88 percent of the total population, accounting for wage 
earners, clerical workers, technical workers, self-employed, 
short-term workers, unemployed, retirees, and those not in the 
labor force  
S&P U.S. Treasury Bill Total Return Index: a broad, 
comprehensive, market-value weighted index that seeks to 
measure the performance of the US Treasury Bill market. 
S&P U.S. Municipal Bond High Yield Index consists of bonds in 
the S&P Municipal Bond Index that are not rated or are rated 
below investment grade.  
S&P U.S. Treasury Bond Current 10-Year TR Index: a one-security 
index comprising the most recently issued 10-year US Treasury 
note or bond. (Prior benchmark used  Bloomberg US Treasury 
Bellwethers 10-Yr TR Index Value Unhedged USD - I00093US) 
S&P 500 TR Index is a capitalization weighted index of 500 stocks 
representing all major domestic industry groups and assumes the 
reinvestment of dividends and capital gains. It is not possible to 
directly invest in any index.  
Morningstar LSTA U.S. Leveraged Loan 100 Index: This benchmark 
is designed to reflect the performance of the largest facilities in 
the U.S. dollar leveraged loan market.  
Bloomberg U.S. AGG Bond Index: The Bloomberg U.S. Aggregate 
Bond Index measures performance of the total U.S. investment 
grade bond market. It is a market value-weighted index that 
tracks the daily price, coupon, pay-downs, and total return 
performance of fixed-rate, publicly placed, dollar-denominated, 
and non-convertible investment grade debt issues with at least 
$250 million par amount outstanding and with at least one year 
to final maturity.  
50/50 “iBoxx USD Liquid HY Bond TR Index/Morningstar LSTA US 
Lev Loan 100 TR Index”: 50/50 iBoxx USD Liquid High Yield Bond 
TR Index/Morningstar LSTA U.S. Leveraged Loan 100 TR Index: 
This benchmark gives 50% weight to the iBoxx USD Liquid High 
Yield Bond TR Index and 50% weight to the Morningstar LSTA U.S. 
Leveraged Loan 100 TR Index. The iBoxx USD Liquid High Yield TR 
Index: is market-value weighted with an issuer cap of 3% and 
consists of liquid USD high yield bonds, selected to provide a 
balanced representation of the high yield corporate bond 
universe. Morningstar LSTA U.S. Leveraged Loan 100 TR Index is 
designed to reflect the performance of the largest facilities in the 
leveraged loan market.  
New York Stock Composite Index (NYSE): The NYSE Composite 
Index (NYATR) measures the performance of all stocks listed on 
the New York Stock Exchange. It includes more than 1,900 stocks, 
of which over 1,500 are U.S. companies. Its breadth therefore 
makes it a much better indicator of market performance than 
narrow indexes that have far fewer components. The weights of 
the index constituents are calculated on the basis of their free-
float market capitalization. The index itself is calculated on the 
basis of price return and total return, which includes dividends. 

AssetMaxx℠—Actively Managed Mutual  Fund Performance Review   

The Spectrum Funds The performance data quoted represents past performance. Past 
performance does not guarantee future results. Investment return 
and principal value will fluctuate, so that shares, when redeemed, 
may be worth more or less than their original cost. Current 
performance may be lower or higher than the performance data 
quoted and assumes the reinvestment of any dividend or capital 
gains distributions. For performance current to the most recent 
month end, please call 1-888-572-8868. An investor should 
carefully consider the investment objectives, risks, charges and 
expenses prior to investing.  
 
The prospectus and summary prospectus contain this and other 
information about the Funds and should be read carefully prior to 
investing. To obtain a prospectus and summary prospectus, 
please call Ultimus Fund Solutions, LLC. at 855-582-8006 or 
access www.thespectrumfunds.com or 
www.hundredfoldselect.com .  
 
The Funds are distributed by Ceros Financial Services, Inc. 
(Member FINRA/SIPC). Ceros and Spectrum Financial, Inc./
Hundredfold Advisors are not affiliated entities. Advisors 
Preferred, LLC, the Funds’ advisor is a commonly held affiliate of 
Ceros. Date of first use: 7/20/2023 

Portfolio Composition 3/31/2023 6/30/2023

High Yield 40.58% 50.67%

Floating Rate 10.04% 36.77%

Bond Other 10.04% 29.99%

Managed Futures (net) 0.00% 4.93%

Alternative 0.00% 0.00%

Equity 24.40% 33.99%

85.07% 156.35%Expense Ratio: SFHYX 2.39%
3Inception date: 9/1/2004, fund name changed from Spectrum High Yield Plus on June 11, 2008. 
Additionally, the Fund was reorganized on October 3, 2011 from a predecessor fund (the “Select 
Alternative Predecessor Fund”) to a series of Northern Lights Fund Trust II, a Delaware statutory 
trust (the “Reorganization”). The Fund is a continuation of the Select Alternative Predecessor 
Fund and, therefore, the performance information includes performance of the Select 
Alternative Predecessor Fund.  

1
Inception date: 12/16/2013

Expense Ratio: 2.67%

As of 6/30/2023 Quarter YTD
1

Year

3

Years

5

Years

10

Years

15

Years

Since

Inception3

SFHYX -0.28% -0.32% -3.88% 5.46% 7.14% 5.91% 7.09% 6.00%

S&P 500 TR4 8.74% 16.89% 19.59% 14.60% 12.29% 12.85% 10.87% 9.84%

Bloomberg Agg Bond 

Index6 -0.84% 2.09% -0.94% -3.96% 0.77% 1.51% 2.72% 3.02%

Hundredfold Select Alternative Fund Annualized

The Hundredfold Select Alternative Fund 

2Inception date: 6/1/2015. The Fund changed from the Spectrum Advisors Preferred Fund on 
April 14, 2022. 

As of 6/30/2023 Quarter YTD
1

Year

3

Year

5

Year

Since

Inception1

SVARX -0.70% -0.20% -0.53% 3.71% 6.07% 6.03%

Morningstar LSTA US Lev 

Loan TR5 3.34% 6.40% 11.78% 5.40% 3.96% 3.55%

50/50 iBoxx USD Liquid HY 

Index/Morningstar LSTA US 

Lev Loan 100 TR Index7

2.28% 5.66% 10.23% 4.00% 3.42% 3.49%

Spectrum Low Volatility Fund - SVARX Annualized

As of 6/30/2023 Quarter YTD
1

Year

3

Year

5

Year

Since

Inception2

SAPEX 2.27% 2.66% -4.12% -0.52% 2.67% 4.30%

S&P 500 TR4 8.74% 16.89% 19.59% 14.60% 12.29% 11.73%

New York Stock 

Composite Index 

(NYSE)8

3.94% 5.91% 12.37% 12.68% 7.44% 7.17%

Spectrum Active Advantage - SAPEX Annualized

http://www.thespectrumfunds.com
http://www.hundredfoldselect.com


“Steady plodding brings prosperity; hasty speculation brings poverty” (Proverbs 21:5, LB) 

Spectrum Financial, Inc. is a Registered Investment Advisor. The Full Spectrum is published quarterly for its investors and account executives. This 
publication is not intended to offer or solicit investment advice, nor should anyone act upon any suggestions made herein, without individual 
counseling from your account executive regarding risks involved. There is no guarantee that the recommendations of management will prove to be as 
profitable in the future, as they have in the past. The information presented in this issue has been obtained from sources believed to be reliable, but its 
accuracy is not guaranteed. Due to various factors, including changing market conditions, the content may no longer be reflective of current opinions or 
positions. A copy of Spectrum’s current written disclosure statement discussing advisory services and fees is available upon request. All rights 
reserved, please notify when quoting. 

 272 Bendix Rd., Suite 600, Virginia Beach, VA 23452    (757) 463-7600    InvestSpectrum.com 
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CAN BONDS OUTPERFORM STOCKS? 
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Fund Performance Comparison ( 12/31/2020 - 6/30/2023 )

Spectrum Low Volatility Fund 

BlackRock Strategic Income Fund 

PIMCO Total Return Bond Fund 

DoubleLine Total Return Bond Fund 
Vanguard Total Bond Market Fund 

-0.62%

-2.81%

-12.89%
-10.17%

-12.92%

Chart Data: FastTrack 

Annual return performance numbers for DWS High Income (KHYAX formerly Scudder-Kemper 
High Yield) and S&P 500 TR Index were obtained through Bloomberg, LP. Dividends 
reinvested sales loads not included. Past performance does not guarantee future results. 

Top Chart: Yield Spread (HY Bond Yield in Excess of Government Bond Yield) 
Bottom Charts: DWS High Income Fund and S&P 500 TR Index Annual Performance 
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