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The quarter ending December 31st saw strong global equities returns, driven by lower bond yields. The 
Information Technology sector led these gains (up 16.9%), followed by Industrials (11.4%) and Financials (11.2%) 
with these sectors sensitive to interest rate movements and the economic outlook. The Energy sector declined 
5.5% as oil prices fell in the quarter. 

The main driver of equity returns in the quarter was a large fall in bond yields. U.S. 10-year Treasury yields fell 
70bp to 3.9%, German 10-year Bunds declined 80bp to 2.0% and Japanese 10-year JGBs declined 10bp to 0.6%. 
These were a response to easing inflationary pressures, with annualised U.S. core inflation in the three months 
ending November 30th running at 2% compared with 5.5% just six months earlier. Notably, this development led 
the Federal Reserve to suggest in December that its policy rate may be "at or near its peak". The tailwind to 
equity returns from lower interest rates was reinforced by a slightly improved profit outlook, with the gradual 
slowdown in global growth not hurting profit growth as much as many had feared earlier in the year. 

The Chinese growth outlook remains challenged as the country digests its real estate bubble. Poor consumer, 
business and investor confidence are stiff headwinds to growth and will take time to improve in the absence of 
economic stimulus. While the Chinese government appears so far to be more focused on internal security rather 
than growth, there have been some signs of minor pro-growth policies. These growth headwinds are reducing 
geopolitical risk in East Asia as the Chinese government focuses more on domestic issues.

The Fund recorded a positive return for the quarter ended 31 December, with 10-year bond rates declining 
amid easing concerns around inflation, suggesting central banks were less likely to push benchmark interest 
rates any higher.

Stocks that contributed most were U.S. communications companies American Tower and Crown Castle, as well 
as Spain-based infrastructure company Ferrovial. Shares of both American Tower and Crown Castle climbed 
during the period as falling bond yields reflected better-than-expected inflation numbers. Ferrovial saw strong 
share price performance over the quarter after reporting strong Q3 traffic across its airports and toll roads. The 
company also announced the sale of its stake in Heathrow Airport for a price above what many in the market 
believed it could achieve.

Some of the largest detractors over the three months included Grupo Aeroportuario del Centro Norte (OMA), 
Exelon and Vopak. Mexican airport operator OMA declined over the period following news of the Mexican 
government’s proposal to implement significant changes to regulated airport tariffs.  Shares of U.S. utility, 
Exelon, fell after the Illinois state regulator issued lower-than-expected returns and denied capital investments 
for its largest operating subsidiary. Dutch storage company Vopak was down slightly as the company didn’t 
provide any meaningful new information at their capital markets day during November, therefore disappointing 
the market.

Notwithstanding our expectations for greater volatility in the short to medium term driven by inflation and 
interest rates, we are confident that the underlying businesses we have included in our defined universe and in 
our investment strategy will prove resilient over the longer term. We regard the businesses we invest in to be of 
high quality and, while short-term movements in share prices reflect issues of the day, we expect that share 
prices in the longer term will reflect the underlying cash flows leading to investment returns consistent with our 
expectations. 
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an affiliate of Frontegra Asset Management, Inc. and MFG Asset Management

Frontegra Strategies, LLC is a member of the Financial Industry Regulatory Authority, Inc. and SIPC.
400 Skokie Blvd., Suite 500 – Northbrook, IL 60062 – 847-509-9860 – www.frontiermutualfunds.com

Mutual fund investing involves risk; principal loss is possible. The Fund’s investment objectives, risks, charges, and
expenses must be considered carefully before investing. The prospectus contains this and other important information
about the Fund. Read the prospectus carefully before investing.
The information provided herein represents the opinion of the Fund manager and is not intended to be a forecast of
future events or a guarantee of future results. Further, there is no assurance that certain securities will remain in or out of
the Fund’s portfolio. The Fund’s top ten holdings as of the most recent quarter-end may be obtained at
www.frontiermutualfunds.com

The strategy seeks to provide investors with attractive risk-adjusted returns from infrastructure securities. It 
does this by investing in a portfolio of listed infrastructure companies that meet our strict definition of 
infrastructure. We believe that infrastructure assets, with requisite earnings reliability and a linkage of earnings 
to inflation, offer attractive, long-term investment propositions. Furthermore, we believe the resilient nature of 
earnings and the structural linkage of those earnings to inflation means that investment returns typically 
generated by infrastructure stocks are different from standard asset classes and offer investors diversification 
when included in an investment portfolio. In the current uncertain economic and investment climate, we 
believe the historically reliable financial performance of infrastructure investments makes them attractive, and 
an investment in listed infrastructure has the potential to reward patient investors with a long-term time frame.

Index movements and stock contributors/detractors are based in local currency terms unless stated otherwise. U.S. 
GDP statistics come from the U.S. Department of Commerce, while U.S. employment and inflation statistics are 
published by the U.S. Department of Labour. EU economic statistics come from Eurostat. UK statistics are released by 
the Office for National Statistics. 
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