
Artisan Credit Opportunities Strategy

Uncovering Value Through an Opportunistic Approach
The Artisan Credit Opportunities Strategy was designed to generate attractive risk-adjusted returns through a credit-intensive, value-oriented approach. 
Using a high-conviction, bottom-up fundamental research process, the Artisan Credit Opportunities Strategy has the flexibility to invest across the 
capital structure in companies facing dislocation, stress and other special situations. Unconstrained by credit ratings and liquidity, the portfolio’s long 
and short approach allows it to rotate exposures to take advantage of opportunities across all phases of the credit cycle—exploiting dislocations during 
more normal environments and taking advantage of secular opportunities during economic downturns. This results in a portfolio driven more by 
idiosyncratic outcomes and less by overall market direction.  

Investment Results               

(% as of 31 Dec 2023) QTD YTD 1 Yr 3 Yr  5 Yr Inception

Credit Opportunities Composite—Gross 6.66 27.22 27.22 13.24 15.52 13.29

Credit Opportunities Composite—Net  5.41 22.33 22.33 9.82 11.69 9.84

ICE BofA US High Yield Index  7.06 13.46 13.46 2.00 5.21 4.00

Annual Returns (%) 12 months ended 31 Dec 2019 2020 2021 2022 2023

Credit Opportunities Composite—Net 10.90 18.40 14.05 -5.07 22.33

Source: Artisan Partners. Returns for periods less than one year are not annualized. Composite inception: 1 July 2017. Past performance does not guarantee and is not a reliable indicator of future results. Current performance 
may be lower or higher than the performance shown. Composite performance has been presented both gross and net of 1.50% investment management fee and 15% performance-based fee (subject to high-water mark).

Managed by: Bryan C. Krug, CFA

For Institutional Investors Only —Not for Onward Distribution
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Average Annual Total Returns

Source: Artisan Partners/ICE BofA/Credit Suisse. As of 31 Dec 2023. Composite inception: 1 Jul 2017. Risk-free proxy is 3-month US Treasury bill. Past performance does not guarantee and is not a reliable indicator of future 
results. Risk and return statistics from 1 Jul 2017 to 31 Dec 2023 based on Credit Opportunities net returns. Upside capture ratio measures a strategy’s performance in up markets relative to an index. Downside capture ratio 
measures a strategy’s performance in down markets relative to the index.

Investment Risks: Investments will rise and fall with market fluctuations and investor capital is at risk. Investors investing in strategies denominated in non-local currency should be aware of the risk of currency exchange fluctuations 
that may cause a loss of principal. These risks, among others, are further described on the last page, which should be read in conjunction with this material.

Annualized Returns (Net, since inception)
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Sharpe Ratio (Since inception)
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  Cumulative Returns Annualized Returns Standard Sharpe Relative to ICE BofA US High Yield Index

Performance Statistics (Since inception) Since Inception Since Inception Deviation Ratio Up Capture Down Capture

 Credit Opportunities Composite—Net 84.18% 9.84% 9.72% 0.82 129% 65%

 ICE BofA US High Yield Index 29.09% 4.00% 8.56% 0.25 — —
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Areas of Opportunity
The Federal Reserve’s aggressive tightening campaign and its yet-to-be-determined impact on economic 
growth have led to greater risk aversion toward credit-sensitive assets. Although headline valuations may 
still paint a picture of relative calm for leveraged credit risk, prices across various market segments reflect 
an uncertain path for risk assets. Tighter lending conditions have created a environment of haves and have 
nots—those with access to capital and those constrained by their leverage levels—leading to a pickup in 
dispersion and a credit landscape littered with stressed and special situation opportunities. 

Against this backdrop, the team’s ability to capitalize on market inefficiencies through individual security 
selection and a flexible approach will be key in taking advantage of episodic volatility. In assessing the 
current environment, the portfolio strategically focuses on lower rated and less-liquid segments of the 
credit markets and in dislocated credits that offer attractive total return potential.

Performing Credit
Economic growth concerns have triggered a notable decoupling across the credit spectrum. This shift is 
underscored by investors’ preference for the relative safety of higher quality and more liquid securities, 
resulting in little pricing differentiation at the higher and more liquid end of the quality spectrum. On the 
other hand, less investor support among lower rated and less liquid credit risk has led to situational distress 
and widespread dispersion across industries and capital structures, creating more opportunities to drive 
outsized returns through credit selection. 

In general, CCC-rated risk is vulnerable to a slowing economic environment, yet the portfolio focuses 
on an idiosyncratic subset of lower rated yet fundamentally strong credits. These borrowers have been 
overwhelmed by near-term sentiment but are supported by predictable cash flows, strong enterprise 
coverage and low capital expenditure needs. The portfolio seeks to exploit these security-level mismatches 
through deep credit research to invest in resilient credits trading at significant discounts.

Measuring Market Opportunity—Dispersion Among Lower Rated Credit Creates More Opportunities for Credit Selection
High Yield Bond Spread Dispersion: 75th–25th Percentile Option-Adjusted Spreads (bps)
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Source: Artisan Partners/ICE BofA. As of 31 Dec 2023. Based on option-adjusted spreads (OAS) for constituents in the ICE BofA US High Yield Index.

The portfolio seeks to 
exploit security-level 
mismatches through 
deep credit research 
to invest in resilient 
credits trading at 
significant discounts.

Less Liquid Opportunities
In today’s environment—amid higher borrowing costs and increased risk aversion—investors have 
been quicker to sell smaller and underfollowed syndicated investments, creating a disconnect between 
fundamentals and valuations. The loss of investor sponsorship for smaller, less liquid investments has 
translated into an illiquidity premium that can be harvested through rigorous, fundamental due diligence 
that identifies quality businesses overlooked in the market. The portfolio’s nimble approach and prudent 
capacity management allows it to invest significantly in these opportunities, which can offer enhanced 
yield and total return.



Opportunistic Dislocations
Credit liquidity can be notoriously ephemeral, as unforeseen catalysts can cause secondary market liquidity 
to suddenly evaporate. With structural market changes and the secular decline in dealer inventories since the 
Global Financial Crisis, a shift in investor sentiment can set off a vicious cycle of falling prices and worsening 
liquidity that can exacerbate market declines and cause credit prices to often overshoot their fair values 
to the downside. The portfolio looks to take advantage of such events by capitalizing on credit-specific 
disconnects between current pricing and intrinsic value. While these opportunities may be fleeting in 
nature, the strategy’s approach is structurally set-up to allocate to idiosyncratic and fundamentally sound 
opportunities that arise from market illiquidity.

Stressed and Special Situations
When credit availability becomes scarce, credit stress and credit-specific dislocations increase. In the current 
cycle, inflationary pressures have materially impacted corporate margins and profitability, leaving many 
companies in need of near-term capital. Bank lending conditions have deteriorated, creating compelling 
opportunities to extend liquidity to borrowers that may be shut out of primary markets or may be falling 
under the weight of motivated sellers. The portfolio looks to take advantage of situational stress and 
distress through rescue financing situations as well as buying deeply discounted senior instruments backed 
by strong collateral and creditor-friendly documentation. The combination limits downside risk through 
structural seniority while providing the potential for equity-like returns in the event of recovery.

A R T I S A N  C R E D I T  O P P O R T U N I T I E S  S T R AT E G Y

Source: Credit Suisse/ICE BofA. As of 31 Dec 2023. Deal size is based on the Credit Suisse Leveraged Loan Index. Constituents in the ICE BofA US High Yield Index 
with yield to worst in excess of 50% have been removed from the data. Past performance is not a reliable indicator of future results.

Capturing Illiquidity Premium in Leveraged Credit
Credit Suisse Leveraged Loan: Yields by Deal Size
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Potential for Enhanced Return Exists Among Smaller Issues
ICE BofA US High Yield Index Constituents
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Current Investment 
Examples

Less Liquid Investment
Second-lien loan in a national 
distributor of hydraulic motor 
parts. The privately owned 
company is characterized by low 
leverage, strong free cash flow 
characteristics and a supportive 
private equity sponsor. Small, 
loan-only capital structure 
provides mid-teens yields—an 
attractive risk-adjusted return for 
a business supported by strong 
credit fundamentals. 

Opportunistic
Packaging provider with significant 
exposure to e-commerce end 
markets. Part of a hung financing 
debt deal that was syndicated at 
one of the steepest discounts since 
the GFC. Despite trading materially 
wider than packaging peers, 
the bonds should benefit from 
stronger-than-expected growth 
and deleveraging, resulting in 
strong price appreciation.

Stressed/Distressed
Senior and unsecured bonds of 
North America’s largest ladder 
manufacturer. The company’s 
capital structure fell to stressed 
levels after higher labor and input 
costs led to deteriorating cash 
flows and operating earnings. The 
company has made significant 
progress in right-sizing its cost 
structure and is well-positioned for 
a near-term turnaround.

Short Opportunities
Short the bonds of a diversified 
salt producer. The aggressive 
debt-funded buyout acquisition 
of a large North American 
competitor resulted in extremely 
high leverage and little free cash 
flow generation. With significant 
demand tied to weather-related 
de-icing, mild winter weather 
can create significant volatility 
in earnings and pressure already 
elevated credit metrics.



Catalyst-Driven Shorts
A record level of buyout activity and leveraging transactions after the pandemic has left many companies 
with unsustainable capital structures. While interest costs for these companies were manageable in an 
environment with low short-term rates and tighter spreads, the recent dramatic rise in borrowing costs has 
the potential to significantly erode cash flow just from debt service alone.  

The portfolio’s short positions are focused on issuers facing a combination of secularly challenged business 
models, unsustainable leverage and elevated valuations, taking advantage of the dislocation that occurs 
when a company moves from performing to stressed and stressed to distressed. These ideas are expressed 
through cash bonds and credit default swaps, and they are tactically implemented around specific 
near-term catalysts, such as balance sheet management exercises or refinancing events. This flexibility to 
express negative views allows the portfolio to diversify risk exposures and dampen volatility during weaker 
credit environments.
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Distress Rates Tick Higher as Lending Conditions Tighten
High Yield and Leveraged Loan Distress Rate (%) vs. Senior Loan Officer Opinion Survey (SLOOS)
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Source: JPMorgan. As of 31 Dec 2023. Based on constituents in the JPMorgan High Yield Bond and Leveraged Loan Indices. High yield distress defined on % of 
constituents with spreads in excess of 1,000bps. Leveraged loan distress defined by % of constituents trading below $80. Senior Loan Officer Survey data as of 
31 Dec 2023. 

Historical Gross and Net Exposure
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Source: Artisan Partners/Bloomberg. As of 31 Dec 2023. Portfolio inception: 20 Jun 2017. Statistics include accrued interest unless otherwise stated and will change over time. Exposure weights exclude cash and cash equivalents, 
currency forwards and futures.

Portfolio Construction

Style 
Opportunistic Credit Strategy

Typical Exposure 
Gross: 100–175%  
Net: 80–130%

Number of Issuers 
Typically 40–60

Position Concentration 
Typically 60% of gross exposure in 
top 10 issuers

Issuer Size 
Enterprise value >$250mn

Instruments 
High Yield Bonds 
Leveraged Loans 
Distressed Debt 
Equities 
Single-Issuer CDS

Based on a model portfolio. Individual accounts may vary.



For more information:   Visit www.artisanpartners.com

This section contains information important to a complete understanding of the material presented. Please review it carefully.

Investment Risks: Fixed income securities carry interest rate risk and credit risk for both the issuer and counterparty and investors may lose principal value. In general, when interest rates rise, fixed income values fall. High income 
securities (junk bonds) are speculative, experience greater price volatility and have a higher degree of credit and liquidity risk than bonds with a higher credit rating. The portfolio typically invests a significant portion of its assets in 
lower-rated high income securities (e.g., CCC). Loans carry risks including insolvency of the borrower, lending bank or other intermediary. Loans may be secured, unsecured, or not fully collateralized, trade infrequently, experience 
delayed settlement, and be subject to resale restrictions. Private placement and restricted securities may not be easily sold due to resale restrictions and are more difficult to value. Use of derivatives may create investment leverage 
and increase the likelihood of volatility and risk of loss in excess of the amount invested. International investments involve special risks, including currency fluctuation, lower liquidity, different accounting methods and economic 
and political systems, and higher transaction costs. These risks typically are greater in emerging and less developed markets, including frontier markets. Investments will rise and fall with market fluctuations and investor capital 
is at risk. Investors investing in strategies denominated in non-local currency should be aware of the risk of currency exchange fluctuations that may cause a loss of principal. These risks, among others, are further described 
in Artisan Partners Form ADV, which is available upon request.

The information contained in this material is provided by Artisan Partners/Bloomberg, unless otherwise noted. 

The information contained in this material is current as of the date indicated. Credit Quality ratings are determined by Artisan Partners based on ratings from S&P and/or Moody’s, which typically range from AAA (highest) to D (lowest). For 
securities rated by both S&P and Moody’s, the higher of the two ratings was used, and those not rated by either agency have been categorized as Unrated/Not Rated. Ratings are applicable to the underlying portfolio securities, but not the 
portfolio itself, and are subject to change. Unless otherwise stated, for the purpose of determining portfolio exposure weights, Credit Default Swaps (CDS) have been presented based on bond equivalent notional exposures, using the reference 
bond’s market value and weightings of cash and cash equivalents, currency forwards and futures are excluded. Long and short positions have been netted at the issuer level based on asset classifications determined by the investment team. Artisan 
Partners may exclude outliers when calculating portfolio statistics.

Artisan Partners may exclude outliers when calculating portfolio statistics. The Portfolio Construction characteristics are expected guidelines and are subject to change; the portfolio’s actual characteristics may vary, at times materially, from what 
is described herein. Totals may not sum due to rounding.

Performance: Net-of-fees composite returns were calculated using the highest model investment advisory fees applicable to portfolios within the composite and include reinvestment of dividends, interest, and other proceeds from transactions. 
All performance results are net of commissions and transaction costs, and have been presented gross and net of investment advisory fees. Dividend income is recorded net of foreign withholding taxes on ex-dividend date or as soon after the 
ex-dividend date as the information becomes available to Artisan Partners. Interest income is recorded on the accrual basis. 

Information has been obtained from sources believed to be reliable but J.P. Morgan does not warrant its completeness or accuracy. The Index is used with permission. The Index may not be copied, used, or distributed without J.P. Morgan’s 
prior written approval. Copyright 2024, J.P. Morgan Chase & Co. All rights reserved. The index(es) are unmanaged; include net reinvested dividends; do not reflect fees or expenses; and are not available for direct investment. Source ICE Data 
Indices, LLC is used with permission. ICE® is a registered trademark of ICE Data Indices, LLC or its affiliates and BofA® is a registered trademark of Bank of America Corporation licensed by Bank of America Corporation and its affiliates (“BofA”), 
and may not be used without BofA’s prior written approval. The index data referenced herein is the property of ICE Data Indices, LLC, its affiliates (“ICE Data”) and/or its third party suppliers and, along with the ICE BofA trademarks, has been 
licensed for use by Artisan Partners Limited Partnership. ICE Data and its Third Party Suppliers accept no liability in connection with the use of such index data or marks. See www.artisanpartners.com/ice-data.html for a full copy of the Disclaimer. 

Artisan Partners Limited Partnership (APLP) is an investment adviser registered with the U.S. Securities and Exchange Commission (SEC). Artisan Partners UK LLP (APUK) is regulated by the Financial Conduct Authority and is a registered investment 
adviser with the SEC. APEL Financial Distribution Services Limited (AP Europe) is regulated by the Central Bank of Ireland. APLP, APUK and AP Europe are collectively, with their parent company and affiliates, referred to as Artisan Partners herein.

Artisan Partners is not registered, authorized or eligible for an exemption from registration in all jurisdictions. Therefore, services described herein may not be available in certain jurisdictions. This material does not constitute an offer or solicitation 
where such actions are not authorized or lawful, and in some cases may only be provided at the initiative of the prospect. Further limitations on the availability of products or services described herein may be imposed.

This material is provided for informational purposes without regard to your particular investment needs. This material shall not be construed as investment or tax advice on which you may rely for your investment decisions. Investors should consult 
their financial and tax adviser before making investments in order to determine the appropriateness of any investment product discussed herein.

This material is only intended for investors which meet qualifications as institutional investors as defined in the applicable jurisdiction where this material is received, which includes only Professional Clients or Eligible Counterparties as defined by 
the Markets in Financial Instruments Directive (MiFID) where this material is issued by APUK or AP Europe. This material is not for use by retail investors and may not be reproduced or distributed without Artisan Partners’ permission.

In the United Kingdom, issued by APUK, 25 St. James’s St., Floor 3, London SW1A 1HA, registered in England and Wales (LLP No. OC351201). Registered office: Reading Bridge House, Floor 4, George St., Reading, Berkshire RG1 8LS. In 
Ireland, issued by AP Europe, Fitzwilliam Hall, Fitzwilliam Pl, Ste. 202, Dublin 2, D02 T292. Registered office: 70 Sir John Rogerson’s Quay, Dublin 2, D02 R296 (Company No. 637966).

Australia: This material is directed at wholesale clients only and is not intended for, or to be relied upon by, private individuals or retail investors. Artisan Partners Australia Pty Ltd is a representative of APLP (ARBN 153 777 292) and APUK 
(ARBN 603 522 649). APLP and APUK are respectively regulated under US and UK laws which differ from Australian laws and are exempt from the requirement to hold an Australian financial services license under the Australian Corporations 
Act 2001 in respect to financial services provided in Australia.

Canada: This material is distributed in Canada by APLP and/or Artisan Partners Distributors LLC, which conduct activities in Canada under exemptions from the dealer, portfolio manager and investment fund manager registration requirements of 
applicable Canadian securities laws. This material does not constitute an offer of services in circumstances where such exemptions are not available. APLP advisory services are available only to investors that qualify as “permitted clients” under 
applicable Canadian securities laws.

© 2024 Artisan Partners. All rights reserved.
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