Senior Bank Loans: A chance to diversify within High Yield
Senior Bank Loans offer a very good alternative to diversify High Yield holdings
within an investment portfolio.
Bank Loans, commonly referred to as “floating rate loans,” are privately
structured debt obligations issued by corporations, often rated below Investment
Grade, that seek to raise capital. The most important feature of Bank Loans is
their seniority in the capital structure. Loans are primarily composed of first lien
and senior-secured debt that takes precedence over other debt claims in the case
of default or bankruptcy. Bank Loan coupons in general reset in line with the 1-,
3- or 6-month LIBOR index. This floating rate feature lowers the interest rate risk
of Bank Loans compared to other fixed income products. In addition, many Bank
Loans contain highly restrictive covenants that prevent companies from issuing
additional debt if financial ratios would be pushed over certain predetermined
levels.
Table 1. Not all High Yield is equal
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Senior Bank Loans rank higher in a company’s capital structure, as the loans are
structured in such a way that have priority (traditionally 1st and 2nd lines) in the
case of a corporate default, in addition to being secured.
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High Yield represents a very good
compliment to Equity investments in a low
yielding world, where risk on investments
are in demand.
Senior Bank Loans or leveraged loans, are
sometimes misunderstood and viewed as a
complex investment proposal, but this is a
misconception. The Senior Secured Loan
market provides a stable current income
investment alternative to more traditional
fixed income and High Yield Bond
allocations. According to S&P the size of the
Bank Loan market is now similar in size to
that of the High Yield Bond Market.
For more information and details on our
investments, or how to invest into the
Senior Bank Loan space please contact your
Investment Advisor or inquire at:
ideas@bigsurpartners.com
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The opportunity to invest into Senior Bank Loans is current, as a more secure investment within
High Yield trades almost at par to non-secured High Yield traditional investments as the graph
below illustrates.

Source: PIMCO

Conclusion
With most fixed income asset classes trading at or inside historical yield levels, the loan market
offers investors an attractive relative value. We think that an allocation in floating rate Senior Bank
Loans can help reduce duration risk without diluting returns. The effect of this, is that portfolios are
hedged against future increases in interest rates. We think that very few fixed income investments
offer attractive current income with a low duration and moderate volatility as Senior Bank Loans do.
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Important Disclosures

This material is distributed for informational purposes only. The discussions and opinions in this article are for
general information only, and are not intended to provide investment advice. While taken from sources
deemed to be accurate, BigSur Wealth Management, LLC (“BigSur” or the “Adviser”) makes no
representations about the accuracy of the information in the article or its appropriateness for any given
situation. Certain information included in this article was based on third-party sources and, although believed
to be reliable, it has not been independently verified and its accuracy or completeness cannot be guaranteed.
Any statements regarding future events constitute only subjective views or beliefs, are not guarantees or
projections of performance, should not be relied on, are subject to change due to a variety of factors, including
fluctuating market conditions, and involve inherent risks and uncertainties, both general and specific, many of
which cannot be predicted or quantified and are beyond our control. Future results could differ materially and
no assurance is given that these statements are now or will prove to be accurate or complete in any way. This
article may include forward-looking statements. All statements other than statements of historical fact are
forward-looking statements (including words such as “believe,” “estimate,” “anticipate,” “may,” “will,”
“should,” and “expect”). Although we believe that the expectations reflected in such forward-looking
statements are reasonable, we can give no assurance that such expectations will prove to be correct. Various
factors could cause actual results or performance to differ materially from those discussed in such forwardlooking statements. BigSur shall not be responsible for the consequences of reliance upon any opinion or
statements contained herein, and expressly disclaim any liability, including incidental or consequential
damages, arising from any errors or omissions.
The companies discussed herein, are for illustrative purposes only and do not represent past or current
recommendations by BigSur. This article is not intended to provide personal investment advice and it does
not take into account the specific investment objectives, financial situation and the particular needs of any
specific investor. Views regarding the economy, securities markets or other specialized areas, like all
predictors of future events, cannot be guaranteed to be accurate and may result in economic loss to the
investor. Any securities or products referenced BigSur believes may present opportunities for appreciation
over the subsequent time periods. BigSur closely monitors securities discussed and client portfolios and may
make changes when warranted as a result of evolving market conditions. There can be no assurance that the
securities and performance included or referenced in the article will remain the same and investment
strategies, philosophies and allocation are subject to change without prior notice. Specific securities or
companies identified and described may or may not be held in portfolios managed by the Adviser and do not
represent all of the securities purchased, sold, or recommended for advisory clients. The reader should not
assume that investments in the securities identified and discussed were or will be profitable. BigSur may
change its views on these securities at any time. There is no guarantee that, should market conditions repeat,
these securities will perform in the same way in the future. Any referenced securities and their respective
returns reflect the reinvestment of income and dividends, but do not take into account trading costs,
management fees, and any other applicable fees, expenses, and various factors including account restrictions,
guidelines, the timing of investments, and cash flows that may affect the investor’s actual return and
performance. Please refer to Part 2A of BigSur’s Form ADV for a complete description of fees and expenses.
Hypothetical performance results may have inherent limitations.
The returns and references to the S&P 500 index are provided for informational purposes only. The S&P 500
Index is a market-capitalization weighted index containing the 500 most widely held companies chosen with
respect to market size, liquidity, and industry. The index is calculated on a total return basis with dividends
reinvested. In addition, the volatility and securities of the index may be materially different from an investor’s.
The S&P 500 Index was selected and is referenced to allow for comparison of the performance of any
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referenced securities or overall market to that of a well-known and widely recognized index. Comparisons to
indexes in this material have limitations because indexes have volatility and other material characteristics that
may differ from the referenced strategy or security. Therefore, actual performance may differ substantially
from the performance of any referenced index). Investors should be aware that the referenced benchmark
funds may have a different composition, volatility, risk, investment philosophy, holding times, and/or other
investment-related factors that may affect the benchmark funds’ ultimate performance results. Due to these
differences, indexes should not be relied upon as an accurate measure of comparison and are for informational
purposes only. Unless noted otherwise, all index returns are denominated in U.S. dollars.
Target exposures included in this article may differ between clients based upon their investment objectives,
financial situations and risk tolerances. Investments in general involve numerous risks, including, among
others, market risk, default risk and liquidity risk. No security or financial instrument is suitable for all investors.
Securities and other financial instruments discussed in this article, are not insured by the Federal Deposit
Insurance Corporation (“FDIC”). The income and market values of the securities stated on this article may
fluctuate and, in some cases, investors may lose their entire principal investment. Past performance is not
indicative of future results.
This information is highly confidential and intended for review by the recipient only. The information should
not be disseminated or be made available for public use or to any other source without the express written
authorization of BigSur. Such distribution is prohibited in any jurisdiction dissemination may be unlawful.
Please contact your investment adviser for advice appropriate to your specific situation.
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