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With inflationary concerns becoming a front and center reality,
how can a fixed income portfolio be positioned to potentially
mitigate and exploit this risk?

While inflation has not been at the forefront of U.S. financial concerns in many years, unprecedented
fiscal stimulus, commodity price increases and recent steepening of the yield curve have now moved
the topic and the risks associated with inflation front and center.

High yield bonds and bank loans have encountered only brief stints of inflation over their relatively
short life cycles, and certainly never to the extent of the levels witnessed in the 70’s and 80's.
Without a historical proxy for performance during inflationary periods, how might these asset classes
perform in a heightened inflationary environment? In our view medium and long duration fixed rate
bonds, especially those within more cyclical industries, are at the greatest risk of under performing

during a period of inflation.

A rotation from fixed rate assets to floating rate areas is already showing signs of picking up steam,
as is illustrated by the below charts. Q1 2021 witnessed an $11bn outflow from US High Yield, with

US loan funds seeing a $10bn inflow.
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Palmer Square’s strategies are already positioned in areas we believe will benefit from
rising rates and inflationary pressure. Examples of these asset classes include short duration
bonds, and floating rate securities such as CLOs and bank loans. In addition, Palmer Square currently
has an overweight to non-cyclical industries, which we believe will be less susceptible to inflationary
environments. Another notable quality of Palmer Square’s investment approach is our ability to
continue to capture premium yield in a low yield environment.

Please contact us at investorrelations@palmersquarecap.com or 816-994-3200 if you would like to
further discuss how Palmer Square’s strategies are well-positioned to potentially benefit from an
inflationary environment. We would be delighted to set up a call at your convenience.
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About Palmer Square

Founded in 2009 and based right outside of Kansas City, Palmer Square manages approximately
$16.1 billion in fixed income/credit investments on behalf of a diverse client base inclusive of
institutional investors, wealth management firms, and high net worth individuals (as of 4/30/2021).
The firm offers mutual funds, separately managed accounts, and private partnerships (including
investments focused on the CLO market).

Notes and Disclosure

This newsletter is limited to the dissemination of general information pertaining to Palmer Square Capital
Management LLC's (“Palmer Square”) investment services and general economic market conditions. The
information contained herein should not be construed as personalized investment advice and should not be
considered as a solicitation to buy or sell any security or engage in a particular investment strategy. The views
expressed are for commentary purposes only and do not take into account any individual personal, financial, or
tax considerations. There is no guarantee that the views and opinions expressed in this newsletter will come to
pass. There are risks involved with investing, including the possible loss of principal, that investors should be
prepared to bear. Past performance does not guarantee future results.

Actual events are difficult to predict, are beyond the control of Palmer Square and may differ from those
assumed. There can be no assurance that forward-looking statements will materialize or that actual results

will not be materially different than those presented. All forward-looking statements included are based on
information available on the date hereof, and Palmer Square does not assume any duty to update any forward-
looking statement.

This material represents an assessment of the market environment at a specific point in time, is subject to
change without notice, and should not be relied upon by the reader as research or investment advice. With
regard to sources of information, certain of the economic and market information contained herein has been
obtained from published sources and/or prepared by third parties. While such sources are believed to be reliable,
Palmer Square, its employees, or representatives do not assume any responsibility for the accuracy of such
information.

The securities issued under the CLO transactions have not been registered under the Securities Act of 1933, as
amended, and may not be offered or sold in the United States absent registration or an applicable exemption
from registration requirements. This overview shall not constitute an offer to sell or the solicitation of an offer
to buy, nor shall there be any sale of such securities in any state or jurisdiction in which such offer, solicitation
or sale would be unlawful prior to registration or qualification under the securities laws of any such state or
jurisdiction.

Palmer Square Capital Management LLC (“Palmer Square”) is an SEC registered investment adviser with its
principal place of business in the State of Kansas. Registration of an investment adviser does not imply a certain
level of skill or training. Palmer Square and its representatives are in compliance with the current registration and
notice filing requirements imposed upon registered investment advisers by those states in which Palmer Square
maintains clients. Palmer Square may only transact business in those states in which it is notice filed, or qualifies
for an exemption or exclusion from notice filing requirements. Any subsequent, direct communication by Palmer
Square with a prospective client shall be conducted by a representative that is either registered or qualifies for
an exemption or exclusion from registration in the state where the prospective client resides. For additional
information about Palmer Square, including fees and services, send for our disclosure statement as set forth on
Form ADV using the contact information herein or refer to the Investment Adviser Public Disclosure web site
(www.adviserinfo.sec.gov). Please read the disclosure statement carefully before you invest or send money.

Please note that certain investments may not be appropriate for all investors. Nothing herein takes into
account any individual’s personal or financial characteristics which are important for determining suitability of
investments. Nothing herein should be construed as investment advice.

Palmer Square Capital Management LLC, 1900 Shawnee Mission Parkway, Suite 315, Mission Woods, KS 66205 www.palmersquarecap.com



