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Investment Philosophy 

Pioneer US Bank Loan Strategy employs a higher quality, value-oriented approach as compared to its benchmark, the Morningstar 
LSTA US Performing Loans Index. The Strategy seeks to reduce the volatility of returns over time, offer increased downside risk 
management and shields against rising interest rates. Our ability to be selective and opportunistic in changing market environments can 
allow us to quickly modify our exposure to single credits or industries. 

Performance Review 

 1-Month 3-Month 
Year- 

to-Date 
1-Year 3-Year 5-Year 10-Year 

Since 
Inception1 

Pioneer US Bank Loans Strategy 
(Gross USD Composite) 

0.82% 1.95% 2.86% 8.20% 9.73% 7.31% 5.10% 5.09% 

Pioneer US Bank Loans Strategy 
(Net USD Composite) 

0.78% 1.83% 2.61% 7.66% 9.18% 6.78% 4.57% 4.52% 

Morningstar LSTA US Performing 
Loans Index 

0.85% 2.36% 2.83% 7.44% 9.93% 7.69% 5.38% 5.10% 

1Performance inception is March 1, 2007 

Performance prior to April 1, 2025 occurred while the portfolio management team was affiliated with a prior firm. Such members of the portfolio 
management team were responsible for investment decisions at the prior firm and the decision-making process has remained intact. Gross-of-fees 
returns are presented before management and custodial fees but after any transaction costs. The composite net-of-fees returns reflect net of model fees 
and are calculated in the same manner as gross of fee returns using the Time Weighted Rate of Return method. Actual fees may vary depending on, 
among other things, the applicable fee schedule and portfolio size. 

Please refer to the GIPS® Report for additional information. 

Past performance is no guarantee of future results. 

Market Review 

― Financial markets experienced significant volatility in the second quarter of 2025, following the April 2, 2025 announcement of 
Liberation Day tariffs, which were substantially higher than anticipated. Investors initially responded by pricing in higher US 
recession risk through lower bond yields, lower equity prices, wider credit spreads and a weaker US dollar. In response to 
discomfort across both equity assets and the US bond market, the Trump administration stepped back and announced a 90-day 
pause on reciprocal tariffs for all countries except China. This decision triggered a broad recovery across asset markets throughout 
the remainder of the second quarter of 2025. The recovery in both US equity and credit markets gained momentum in early May 
2025, when the US and China agreed to postpone existing retaliatory tariffs, while negotiating a longer-term trade agreement. The 
surprise agreement lowered the US tariff rate on Chinese goods from 145% to 30% and the effective global tariff rate (the average 
across all US imports) from a historic 24% to only 14%.  

― Overall, we believe the more recent hard data indicate surprisingly stable economic activity and inflation, as tariffs are taking longer 
than many expected to work through supply chains. On the fiscal front, ongoing deficit spending and elevated debt balances were 
both cited in the overdue Moody’s credit rating downgrade of the US from Aaa to Aa1 in May 2025. In terms of monetary policy, the 
Federal Reserve kept its policy rate unchanged in both May 2025 and June 2025, as it continued to monitor how tariffs might affect 
US economic activity and inflation expectations. 

― Having fallen to a post-2008 crisis low of $76 in March 2020, average loan prices closed 2024 at $97.33, and finished June 2025 
slightly lower, at $97.07. The yield-to-maturity of the Morningstar LSTA US Performing Loan Index fell from 8.55%, as of December 
31, 2024, to 8.42%, as of June 30, 2025. 

― By rating category, the higher-quality BB-rated loans slightly lagged lower-quality B-rated loans, as the loan market posted strong 
positive returns across ratings categories. BB-rated loans returned 2.13%, while single Bs returned 2.46% and CCC-rated loans 
returned 2.13%.   

― Loan default rates edged down slightly, while remaining well below their historical average, increasing slightly to 1.11% by principal 
amount, compared with 0.94%, as of December 31, 2024. 
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Performance Attribution  

― On the positive side, the largest contributors to benchmark-relative results included the Portfolio’s security selection in the 
automotive, industrial and oil field services sectors. The overweight allocation in the wireless sector was also a strong relative 
contributor.  

― Security selection results within the lodging and midstream sectors aided relative performance. 

― The underweight to the single-B credit-quality tier was a detractor to benchmark-relative returns, as the issuers within this segment 
modestly outperformed. 

― The modest underweight exposure to both the retailing and building materials sectors was a relative detractor to performance.      

Market Outlook and Positioning 

― We believe that markets are underestimating the risks of another tariff surprise. We see significant risk of tariffs on many countries 
moving higher after the 90-day Liberation Day tariff pause expires on July 9, 2025. In particular, the administration may decide to 
punish a few less-cooperative countries in order to maintain negotiating leverage. A substantial increase in tariffs (and tariff 
uncertainty) could boost market volatility and increase downside risks to economic activity. We also suspect that many market 
participants are too hopeful about the Federal Reserve cutting rates preemptively to mitigate growth risks. Most Federal Open 
Market Committee members remain primarily concerned about inflation risks, and that inflation could pick up over the summer, as 
tariffs work their way through distribution channels to consumer prices. On the positive side, business tax changes in the One Big 
Beautiful Bill will likely stimulate investment spending once enacted. We expect slightly below-trend economic growth in the second 
half of 2025, with slowing consumption, offset by increased business investment. The labor market requires close monitoring, as 
low hiring rates mean any material increase in layoffs could trigger a sharp rise in unemployment.  

― With an intermediate-term backdrop of slowly decreasing inflation, before the potential effects of tariffs, and reasonable economic 
growth, we believe the Federal Reserve will likely implement additional rate cuts at a cautious pace. Policy uncertainty over tariffs, 
government spending and immigration will potentially reduce growth in the US, but our expectation remains that the US economy 
will continue expanding, at a slower rate than in 2024.  

― Loans, as they feature floating rates, have very short durations. However, they may have the potential to take advantage of higher 
front-end yields on the Treasury curve. 

― We believe the Federal Reserve is likely to continue closely monitoring inflation and growth data, which will set the trajectory for 
additional rate cuts, in coming months. Considering the prospects for short-term rates to remain higher for longer than the futures 
market projects, we continue to be positive on the leveraged loan market. 

― Collateralized loan obligation issuance has been active, creating steady demand for loans rated B or higher. We believe the loan 
market’s lack of new borrowers, due to limited mergers-and-acquisition activity, provides a supportive bid for loans, except for 
weaker B- and CCC borrowers, which can be problematic for collateralized loan obligations. Private credit portfolios have 
refinanced many of these higher risk borrowers. 

― If the economy slides into recession, we would expect defaults to increase and for defaults to be concentrated in the lower part of B 
and the CCC ratings buckets.  

― We expect technical factors within the loan market to remain favorable, as collateralized loan obligations are the largest owners of 
loans. We believe the loan market is likely to continue to see active issuance in 2025 with an emphasis on refinancings. 
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The views expressed are as of the date noted, and are subject to change at any time based on market or other conditions. These views should not be 
relied upon as investment advice, as securities recommendations, or as an indication of trading intent on behalf of any of portfolio. Future results may 
differ significantly than those stated. 

The services and any securities described in this document may not be registered for sale with the relevant authority in your jurisdiction and may not be 
regulated or supervised by any governmental or similar authority in your jurisdiction. Where unregistered, they may not be sold or offered except in the 
circumstances permitted by law. Pioneer Investments is not making any representation nor does this document constitute a representation with respect 
to (i) the eligibility of any recipients of this document to acquire any securities or any services described herein in any jurisdiction or (ii) the eligibility of 
any recipients of this document to receive this document in any jurisdiction. If you are in doubt about the content of this document or your eligibility, you 
should obtain independent professional advice. 

Each portfolio is actively managed. Sector allocations will vary over other periods and do not reflect a commitment to an investment policy or sector. 
Holdings are subject to change due to active management. This should not be construed as a recommendation to buy or sell the securities listed. 

Performance shown is past performance, which is no guarantee of future results. Current performance may be lower or higher than the 
performance data quoted. 

This document and any subsequent information (whether written or verbal) provided by Pioneer Investments are private and confidential and 
are for the sole use of the recipient. Such documentation and information is not to be distributed to the public or to other third parties and the 
use of the documentation and/or information provided by anyone other than the recipient is not authorized. The recipient will notify Pioneer 
Investments immediately upon the discovery of any unauthorized use or redistribution of the materials contained in this submission or 
information subsequently provided in connection with this submission. 

Advisory Services offered by Victory Capital Management Inc. 
©2025 Victory Capital Management Inc. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

 
20250718-4664481 

 

Marketing Communication 
For Professional Client and/or Institutional Use Only. Not for Use with the Public. 

 
 


