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Average Annual Total Returns (%) 

As of March 31, 2020 QTD YTD 1 Year 
ITD (Since 

12/31/18) 

FPA Flexible Fixed Income Fund -1.38 -1.38 1.29 1.88 

BBgBarc US Universal Bond Index 1.30 1.30 7.15 8.48 

CPI + 200 bps 0.31 0.31 3.56 3.72 

The FPA Flexible Fixed Income Fund (“Fund”) performance is calculated on a total return basis which 
includes reinvestment of all distributions and is net of all fees and expenses. Fund returns do not reflect the 
deduction of taxes that a shareholder would pay on Fund distributions or the redemption of Fund shares, 
which would lower these figures. Comparison to any index is for illustrative purposes only. The Fund does 
not include outperformance of any index or benchmark in its investment objectives. An investor cannot 
invest directly in an index. 

The Total Annual Fund Operating Expenses before reimbursement is 0.97% (as of most recent 
prospectus). The Advisor has contractually agreed to reimburse the Fund for Total Annual Fund Operating 
Expenses (excluding interest, taxes, brokerage fees and commissions payable by the Fund in connection 
with the purchase or sale of portfolio securities, and extraordinary expenses, including litigation expenses 
not incurred in the Fund’s ordinary course of business) in excess of 0.39% of the average net assets of the 
Fund through December 31, 2020, in excess of 0.49% of net assets of the Fund for the year ended 
December 31, 2021, and in excess of 0.59% of net assets of the Fund for the year ended December 31, 
2022. During the term of the current expense limit agreement, beginning January 1, 2020 and ending 
December 31, 2022, any expenses reimbursed to the Fund by FPA during any of the previous 36 months 
may be recouped by FPA, provided the Fund’s Total Annual Fund Operating Expenses do not exceed the 
then-applicable expense limit. Beginning January 1, 2023, any expenses reimbursed to the Fund by FPA 
during any of the previous 36 months may be recouped by FPA, provided the Fund’s Total Annual Fund 
Operating Expenses do not exceed 0.64% of average net assets of the Fund for any subsequent calendar 
year, regardless of whether there is a then-effective higher expense limit. This agreement may only be 
terminated earlier by the Fund’s Board of Trustees (the “Board”) or upon termination of the Advisory 
Agreement.  

Past performance is no guarantee of future results and current performance may be higher or lower 
than the performance shown. This data represents past performance and investors should 
understand that investment returns and principal values fluctuate, so that when you redeem your 
investment it may be worth more or less than its original cost. Current month-end performance 
data, which may be higher or lower than the performance data quoted, may be obtained at 
www.fpa.com or by calling toll-free, 1-800-982-4372. The Fund’s net expense ratio as of its most 
recent prospectus is 0.39%. 

You should consider the Fund’s investment objectives, risks, and charges and expenses carefully 
before you invest. The Prospectus details the Fund's objective and policies, charges, and other 
matters of interest to the prospective investor. Please read the Prospectus carefully before 
investing. The Prospectus may be obtained by visiting the website at www.fpa.com, by email at 
crm@fpa.com, toll-free by calling 1-800-982-4372 or by contacting the Fund in writing. 

Please see important disclosures at the end of this update. 

FPA Flexible Fixed Income Fund
First Quarter 2020 Commentary
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Introduction 
 
Dear Fellow Shareholders, 
 
FPA Flexible Fixed Income (the “Fund”) returned -1.38% in the first quarter of 2020. 
 
As of March 31, the portfolio had a yield-to-worst1 of 4.20% and an effective duration of 1.52 years. The 
spread of the COVID-19 virus around the world led to a historic sell-off in global financial markets as overall 
worldwide economic growth turned into a severe economic recession of uncertain length. Risk-free rates 
declined significantly in response to aggressive monetary easing by central banks and the prices of risk 
assets fell, resulting in higher credit spreads across all segments of the fixed income market. Prior to this 
turmoil, out of concern that fixed income markets were too expensive, we did not have a significant exposure 
to credit (defined as investments rated BBB or lower) and had hewed toward higher quality investments in 
the rest of the portfolio. Despite these actions, the portfolio was not immune to the historic decline in bond 
prices. However, because of our steps to insulate the portfolio from a decline in bond prices, the Fund’s 
drawdown during the sell-off was relatively muted compared to its peers in the Morningstar Nontraditional 
Bond Category, which returned -7.62% for the quarter. 
 
The decline in prices of leveraged loans, high yield and the like created an attractive investment opportunity 
in credit, albeit a short-lived one. The portfolio’s credit exposure increased from 9.6% of the portfolio as of 
Dec. 31, 2019 to 13.3% at March 31, 2020. In response to the decline in risk-free rates, we shortened the 
portfolio’s duration. As prices fell and yields rose for short-duration high-quality bonds (rated single-A or 
higher), we added to these holdings. Cash and equivalents decreased from 12.5% of the portfolio as of 
Dec. 31, 2019, to 10.0% at March 31, 2020. 

 

  

                                                           
1 Yield to Worst (“YTW”) is presented gross of fees and reflects the lowest possible yield on a callable bond without the issuer 
defaulting. It does not represent the yield an investor should expect to receive. As of March 31, 2020, the Fund’s 
subsidized/unsubsidized 30-day SEC standardized yield ("SEC Yield") was 2.85%/2.49% respectively. The SEC Yield calculation is 
an annualized measure of the Fund’s dividend and interest payments for the last 30 days, less Fund expenses. Subsidized yield 
reflects fee waivers and/or expense reimbursements during the period. Without waivers and/or reimbursements, yields would be 
reduced. Unsubsidized yield does not adjust for any fee waivers and/or expense reimbursements in effect. The SEC Yield calculation 
is based on the price of the Fund at the beginning of the month. 

Past performance is no guarantee, nor is it indicative, of future results. 
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Portfolio Attribution2 
 
The following table shows contributors to and detractors from the portfolio’s first quarter performance: 

 

    Q1 2020 

 Average Weight (%) Total Return (%) 
Contribution  
to return (%) 

ABS   40.76 -2.10 -1.18 

  Auto 13.56 -1.97 -0.40 
 Equipment 11.05 -1.96 -0.34 
 CLO 9.59 -3.08 -0.34 

  Credit Cards 3.55 -0.33 -0.03 

  Other 3.01 -2.85 -0.08 

CMO   6.50 0.03 -0.01 

  Agency 2.56 2.88 0.07 

  Non-Agency 3.93 -1.93 -0.08 

CMBS   12.85 -0.62 -0.08 

  Agency  3.07 1.62 0.05 

  Non-Agency 9.52 -0.99 -0.11 
 Stripped 0.26 -7.03 -0.02 

Mortgage Pass-Through  14.43 2.29 0.33 

Treasury 7.26 3.10 0.23 

Cash and equivalents 8.41 0.31 0.05 

MBS Stripped 0.18 3.18 0.01 

Corporate 9.60 -6.04 -0.63 
 Bank Debt 7.81 -6.48 -0.58 
 Corporate Bonds 1.46 -4.18 -0.05 
 Common Stock 0.33 0.00 0.00 

Total   100.00 -1.29 -1.29 

 
During the first quarter, the largest, second largest and third largest contributors to performance were 
agency mortgage pools, Treasuries and agency collateralized mortgage obligations (CMO’s), respectively. 
All three appreciated in price due to lower Treasury yields though the price increases on the agency pools 
and agency CMO’s were tempered by wider spreads. 
 
Credit spreads increased significantly during the quarter across all sectors and ratings within fixed income. 
The largest detractor from performance during the quarter was asset-backed securities (ABS), most of 
which are rated single-A and higher. The ABS holdings declined in price as a result of significantly wider 
spreads. The ABS holdings themselves performed relatively well during the quarter with a total return of 
approximately -2.1% but are a relatively large detractor from overall performance because, on average, 
they represented approximately 41% of the portfolio.  
 

                                                           
2 See the end of this Commentary for additional information pertaining to attribution for the quarter ending March 31, 2020. Top 
contributors and detractors to the Fund’s performance are based on contribution to return for the periods noted. Contribution is 
presented gross of investment management fees, transactions costs, and Fund operating expenses, which if included, would reduce 
the returns presented. This information is not a recommendation for a specific security or sector and these securities/sectors may not 
be in the Fund at the time you receive this report. The information provided does not reflect all positions purchased, sold or 
recommended by FPA during the quarter. A copy of the methodology used and a list of every sector’s contribution to the overall Fund’s 
performance during the quarter is available by contacting FPA at crm@fpa.com. The portfolio holdings as of the most recent quarter-
end may be obtained at www.fpa.com. 

Past performance is no guarantee, nor is it indicative, of future results. 
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The second largest detractor from performance was the corporate bank debt (i.e., leveraged loans) and 
bond holdings which are rated less than BBB. Approximately 80% of the portfolio’s corporate holdings are 
in bank debt with the rest of the corporate holdings in high yield bonds. The leveraged loan and high yield 
markets experienced historic price declines during the quarter. As result, the corporate holdings were a 
relatively large detractor from performance though the average exposure during the quarter was just under 
10% of the portfolio.  
 
The third largest detractor from performance was non-agency commercial mortgage backed securities 
(CMBS). All of the portfolio’s CMBS holdings are rated AA or higher. Similar to ABS, these bonds declined 
in price due to wider spreads.  
 
We view the Fund’s negative performance as a temporary mark-to-market impact on the portfolio. Given 
the overall high-quality nature of the portfolio’s holdings, we do not believe the portfolio’s capital is 
permanently impaired. As such, we believe we are well-positioned to recover much of this negative 
performance over time as our high-quality short-maturity holdings mature and/or credit spreads normalize. 

 
Portfolio Activity 
 

The table below shows the portfolio’s exposures as of March 31, 2020 compared to Dec. 31, 2019: 
 

Fund3 
As of 

12/31/2019 

As of 

3/31/2020 

Yield-to-worst 2.80% 4.20% 

Subsidized SEC Yield4 2.72% 2.85% 

Effective Duration (years) 1.74 1.52 

 
 
 

 
 

Fund 
% Portfolio 

12/31/2019 

% Portfolio 

3/31/2020 

ABS5 33.4 50.7 

Mortgage Backed (CMO)6 6.3 7.2 

Stripped Mortgage-backed 0.5 0.4 

Corporate 9.2 11.7 

CMBS6 12.6 12.8 

Mortgage Pass-through 18.5 7.2 

U.S. Treasury 6.9 0.0 

Cash and equivalents 12.5 10.0 

Total 100.0 100.0 

 
Prior to the market-wide selloff that engulfed financial markets in March, as risk-free rates declined, we 
shortened the portfolio’s duration by selling agency mortgage pools and shortening the maturity of our 
Treasury bond position, in line with our oft-described duration test. We also reduced the exposure to a 
couple of credit positions that we felt would be adversely impacted by the economic effects of the virus. 
These actions reduced the portfolio’s exposure to price declines that subsequently occurred as spreads on 
risk assets increased in March. 
 

                                                           
3 Source: FactSet. Portfolio composition will change due to ongoing management of the Fund. Totals may not add due to rounding. 
4 As of March 31, 2020, FPNIX subsidized/unsubsidized 30-day SEC standardized yield ("SEC Yield") was 2.85%/2.49% respectively.  
5 ABS (Asset Backed Securities) are securities backed by a loan, lease or receivables against assets other than real estate. 
6 Collateralized mortgage obligations (“CMO”) are mortgage-backed securities that separate mortgage pools into different maturity 
classes. Commercial mortgage-backed securities (“CMBS”) are securities backed by commercial mortgages rather than residential 
mortgages. 
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With ample liquidity on hand and less than 10% of the portfolio held in credit, the portfolio was well-
positioned for the precipitous decline in investment grade and high yield bond prices that occurred in March. 
We moved swiftly to take advantage of this buying opportunity. We were able to respond quickly to the 
sudden and violent downturn in bond prices because we had been preparing for several quarters by 
researching and compiling a library of ideas which we acted upon once prices fell. Within our credit 
investments, two-thirds came from our research library while a third represented new ideas that we 
unearthed during the quarter. 
 
In total, during the quarter, we spent approximately a third of the portfolio’s capital on new investments.7 
Approximately 75% of that capital was spent in high quality bonds rated single-A or higher in asset classes 
including auto ABS, equipment ABS, CMBS and CLOs. The other 25% of new investments were in credit 
investments rated BBB or lower, including investments in leveraged loans, high yield bonds and structured 
products.  
 
As discussed below, unfortunately, the period of indiscriminate selling was short-lived and prices recovered 
quickly. However, prices have not fully recovered to pre-pandemic levels yet. As such, we continue to sift 
through the market, searching for attractive investments, though they are not as replete as they once were.  
 
 

Market Commentary 
 
The spread of COVID-19 around the world led investors and policymakers to reset their expectations for 
economic growth as social distancing and “stay at home” orders brought much of the world economy to a 
halt. The U.S. economy is likely already in recession owing to a broad collapse in consumer spending that 
affected travel, leisure, clothing, capital goods, cars, etc. Few areas of the economy have been spared. 
This decline in consumer spending negatively impacts employment and business investment. From a 
societal standpoint, the most important question is when will there be a cure and/or treatment? From an 
economic perspective, substantial containment of the virus directly affects when and at what pace economic 
activity can resume. That, in turn, will determine the depth and length of the recession and, subsequently, 
the vigor and speed of the recovery. Ever the weighing machine, financial markets responded to the 
uncertainty in historic fashion. 
 
As shown in the following chart, Treasury yields declined to unprecedented levels during the quarter as the 
Treasury market responded first to the likely arrival of a recession and then to the Federal Reserve’s 
aggressive response. Notably, two- to three-year maturity Treasuries, which fit the duration profile that we 
have recently targeted for investment, declined in yield by approximately 130 basis points (bps), while 
longer-maturity bonds declined by over 120 bps.  
  

                                                           
7 Excludes investments in Treasuries which we had exited by the end of the quarter. 
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Treasury Yield Curve 
 

 
Source: Bloomberg 

 
The chart below is most pertinent to our portfolio given our large exposure to investment grade structured 
products. This chart shows that spreads on AAA-rated ABS bonds and CLOs increased to the second-
highest levels on record and are far higher than in recent years. 
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 Spread to worst (bps) 12/26/2019 

Q1’20 
Peak 

Spread 4/9/2020 

AAA 3 yr Credit Cards 26 200 80 

AAA 3 yr. Prime Auto ABS 33 200 95 

AAA 2 yr Subprime Auto ABS 44 300 300 

AAA 3 yr. Ag/Heavy Equipment ABS 53 300 175 

AAA 5 yr CMBS 62 300 230 

US 3.0 CLO Secondary Spreads AAA 120 400 260 

Source: J.P. Morgan. Chart data from January 5, 2006 through April 9, 2020.  
 

 
Selling pressure in the market for high-quality, short-duration assets exacerbated the price declines and 
spread increases in AAA-rated asset-backed securities. Some fund managers (though not FPA) faced 
redemptions due to poor performance. In addition, some fund managers (again, not FPA) were forced to 
sell bonds to raise cash for margin calls on other investments. In times like these, investment managers 
tend to unload bonds they think they can sell at prices closest to par. That typically ends up being the 
highest-quality, shortest bonds.  
 
As shown in the table above, following a significant increase, spreads began to decline toward the end of 
the quarter following a push by the Federal Reserve to improve market liquidity and lower financing costs 
for borrowers. To do that, the Fed resurrected old programs (e.g., the term asset-backed securities loan 
facility, or TALF) and announced new programs designed to improve liquidity in the bond market. 
 
The chart below shows the yield and spread on the Bloomberg Barclays High-Yield Index. It illustrates a 
similar theme, with yields and spreads reaching levels not seen since 2008-09.  

 

  
12/31/2019 

Q1’20 
Peak 

Spread 
4/9/2020 

Spread (bps) 357 1,123 804 

YTW 5.19% 11.69% 8.48% 

Source: Bloomberg Barclays. Chart data is from November 1, 1998 through April 9, 2020. 
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Unfortunately, the pandemic isn’t the only thing roiling financial markets. Investors are also digesting the 
impact of a price war in the oil market, which saw oil prices collapse from over $60 per barrel at the start of 
the year to $20 per barrel in March. Fluctuations in energy markets have significant repercussions for high-
yield energy companies. For this reason, we tend to focus on the non-energy BB component of the high-
yield market to get a better sense of how expensive or cheap the core market is (while ignoring the fringes 
that tend to be more volatile). By that measure as well, the high-yield market reached levels not seen since 
the 2008-09 financial crisis.  

 

 

  
12/31/2019 

Q1’20 
Peak 

Spread 
4/9/2020 

Spread (bps) 177 794 495 

YTW 3.41% 8.44% 5.40% 

Source: Bloomberg Barclays. Chart data is from January 1, 1994 through April 9, 2020. 

 
 
In the span of one month during the first quarter, the BB component of the high-yield index excluding energy 
declined in price by over 17% versus its Q1 peak! That represented the second-largest monthly price 
decline on record.  
 
In similar fashion, the leveraged loan index also had its second-largest price decline. The following chart 
shows the yield and spread on the leveraged loan index.  
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12/31/2019 

Q1’20 Peak 
Spread 

4/9/2020 

Discount Margin to Maturity (bps) 471 1,047 758 

YTM 6.43% 11.10% 8.26% 

         Source: Credit Suisse. Chart data is from June 30, 2008 through April 9, 2020. 

 
 
While the magnitude and pace of the declines in credit markets were extraordinary, so too were the 
magnitude and pace of the price recovery. Though still far from achieving their pre-pandemic levels, the 
high-yield index and leveraged loan markets both gained 7-8% within a week of reaching their respective 
nadirs, due in no small part to the Federal Reserve’s initiatives to support the market.  
 
We had been positioning the portfolio for lower bond prices. We did not do that because we knew there 
was going to be a pandemic. Rather, we felt the market was priced to perfection. Consequently, it did not 
make sense for us to have a lot of exposure to various forms of risk when there’s no room for bad things to 
happen. Below are the steps we took prior to the virus infecting the markets: 
 

• We shortened the portfolio’s duration. As we have discussed in the past, we actively manage the 
portfolio’s duration by striving to own bonds that we expect will produce a breakeven or positive 
total return over 12 months if we assume that yields increase by 100 bps during that time. The 
purpose of this approach is to own holdings with an attractive risk versus reward profile at all times 
with respect to interest rate risk rather than owning a specific duration at all times. As interest rates 
declined at the beginning of the first quarter, prior to the increase in spreads, we took that 
opportunity to sell some of the portfolio’s longer-duration holdings and redeployed the proceeds 
into shorter-duration bonds. Doing so provides protection against rising interest rates (which may 
be helpful now, when Treasuries yield less than 50 bps going out to five years). This duration 
shortening also provides protection against an increase in credit spreads since it reduces the mark-
to-market risk of our bonds in the event that spreads increase. 

• We actively reduced our exposure to higher spreads. For several quarters, we have commented 
that spreads on high-quality bonds are low relative to historical norms. To account for this, we have 
been adjusting our usual 100 bps duration test (described above). Specifically, we limited our 
purchases to bonds we thought could produce a breakeven total return if the yield on the bond 
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increased by more than 100 bps with the amount over 100 bps determined based on the spread 
increase required to return the bond’s spread to what we viewed as a more normal level. We had 
no expectation that spreads would increase as much as they did this past quarter, but in 
combination with the reduction in duration described above, this reduction in spread exposure 
decreased the short-term decline in the portfolio’s price once spreads increased. 

• We limited the portfolio’s credit risk. For years we have commented that credit markets, in general, 
do not compensate investors for the underlying fundamental credit risk. In line with those 
comments, we had been selective in adding credit to the portfolio, passing on more ideas than we 
were buying. Further, as spreads in high-quality bonds declined prior to this past quarter, we also 
did not see value in the lower tiers of the investment grade bond market, particularly BBB bonds. 
In fact, we published a note describing our concerns with the BBB bond market, “Risk Is Where 
 You’re Not Looking” (available on our website at 
https://fpa.com/news-special-commentaries/special-commentaries/2019/01/02/risk-is-where-
you're-not-looking). We also eschewed investing in esoteric and newly created asset classes like 
marketplace lending because we did not see adequate compensation for the credit risk – even in 
the investment-grade tranches – especially in light of the limited performance history of those asset 
classes across economic cycles. Thus, we migrated toward widely-held, more liquid bonds rated 
AAA and AA within the rest of the portfolio. Finally, we took the further step of increasing the 
portfolio's holdings of Treasury bonds because we determined that the low spread environment 
sufficiently lowered the opportunity cost of owning Treasuries and that the better liquidity of 
Treasury bonds would be valuable in a market sell-off.  

 

• We do not use margin or leverage. The Fund owns its investments outright, without margin or 
leverage. That means the Fund sacrificed the higher returns that leverage can create in good times. 
However, we believe leverage makes investors engage in uneconomic decision making. Leverage 
may lead investors to overpay for assets because of a focus on the levered return rather than the 
unlevered return. Leverage also may lead investors to sell at the wrong time, such as when price 
declines trigger margin calls. We saw that phenomenon towards the end of the first quarter. These 
sales harm a fund’s investors because the fund is selling at unattractive prices. In addition, the 
margin calls sop up a fund’s liquidity right when it should be buying attractively priced investments. 
Since the Fund operates without leverage, we are never forced to sell and we are always prepared 
to be an opportunistic buyer. Our prohibition against leverage also helps us maintain enough 
liquidity to meet our investors’ redemption requests on time. 

 
In total, these steps helped insulate the portfolio from the dramatic spread increases seen throughout fixed 
income markets in the first quarter. Nevertheless, the portfolio did experience a decline in the value of its 
holdings, though those declines were less than what befell many of our peers.8 At the same time, our 
actions in advance of this crisis positioned the Fund for offense, rather than defense, during the panic. 
 
Despite the significant economic damage that will likely be caused by the pandemic, because of our 
underwriting process, we believe the portfolio’s price movements are short term and not reflective of a 
permanent impairment of capital. While the world has only recently woken up to the possibility of a 
recession, we have been worrying about a recession for years. For the past 10+ years, we have been 
investing on the assumption that we would see a repeat of the 2008-09 financial crisis. We employed that 
same approach from the inception of the Fund and that approach continues today.  
 
To illustrate the point, high quality investments represent approximately 86% of the portfolio’s value. Below 
are a few investments which exemplify our underwriting approach and why we believe these investments 
are not impaired: 
 
 
 
 

                                                           
8 As represented by the Morningstar Nontraditional Bond Category, which had 1Q 2020 performance of -7.62%. Past performance 
is no guarantee, nor is it indicative, of future results. 
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Fund Cash 

US govt/ 

Agency 

guaranteed AAA AA A BBB BB B CCC NR Total 

ABS -- -- 36% 9% 3% 1% 1% -- -- -- 50% 

Mortgage-backed (CMO) -- 3% 3% 2% -- -- -- -- -- -- 8% 

Stripped Mortgage-backed -- -- -- 0% -- -- -- -- -- -- 0% 

Corporate -- -- -- -- -- -- 1% 3% 2% 6% 12% 

CMBS -- 3% 9% 1% 0% -- 0% -- -- -- 13% 

Mortgage Pass-through -- 7% -- -- -- -- -- -- -- -- 7% 

U.S. Treasury -- -- -- -- -- -- -- -- -- -- -- 

Cash and equivalents 2% 8% -- -- -- -- -- -- -- -- 10% 

Total 2% 21% 48% 12% 3% 1% 2% 3% 2% 6% 100% 

 

Source: FPA. Ratings reflect the Barclays Capital Family of Indices ratings rules and use the median if more than two ratings are 

available from all Nationally Recognized Statistical Ratings Organizations (NRSROs). Lower of the two is used if only two ratings 
are available from all NRSROs. Portfolio composition will change due to ongoing management of the Fund. 

 
 

• The Fund’s prime auto ABS bonds, representing approximately 13.9% of the portfolio at quarter 
end, were chosen based on their ability to withstand large losses in the underlying prime auto loans. 
Based on our analysis, the Fund’s bonds can withstand losses that, on average, are more than 15 
times greater than the losses experienced by these same auto lenders during the last financial 
crisis. 

• In a similar manner, the Fund’s subprime auto ABS bonds, representing approximately 2.5% of the 
portfolio at quarter end, can withstand losses that are over three times greater than what the same 
lenders experienced during the 2008-09 financial crisis. Importantly, we have only invested with 
issuers that have a history of managing their businesses through a recession. 

• The Fund’s non-agency mortgage-backed securities represent approximately 4.1% of the portfolio 
at quarter end and have an average loan-to-value ratio of less than 40% at the time we made the 
investment. Taking into account home price appreciation that has occurred since the time of our 
investment, the loan-to-value on these bonds is now less than 30%. 

• Collateralized loan obligations represent approximately 11.3% of the portfolio at quarter end. 
Among that group, 87% of those holdings are rated AAA with an expected weighted average life of 
two years. We underwrote the AAA bonds on the assumption that losses on the underlying 
leveraged loans would be three times greater than what occurred during the 2008-09 financial 
crisis. 

 
The portfolio’s credit investments, representing approximately 13% of the portfolio, are more idiosyncratic. 
We had generally avoided cyclical businesses and industries facing secular challenges unless we were 
senior in the capital structure with a meaningful margin of safety. We had also underwritten these 
investments assuming that they would be realized in the midst of a recession and unaccommodating capital 
markets. We did not, however, underwrite a scenario where our companies would be shut down overnight 
and remain shut down for an extended period of time. Consequently, some of our credit investments are 
experiencing short-term earnings declines due to stay-at-home measures but we are still confident in their 
long-term prospects. On a few other investments, the ultimate recovery is in question due to the virus having 
a pronounced effect on certain industries. The Fund’s investment in J.C. Penney, the retailer, is an example 
of this. Having said that, though we are now likely in the throes of a sudden and severe recession, we have 
been preparing for such a situation. Because of our long-held downside-focused investment approach, we 
are confident that, overall, the portfolio’s capital is not permanently impaired. 
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Going forward, we will employ the same approach that led us to protect the portfolio in advance of the 
pandemic and contributed to our relatively small drawdown. That is, our investment process will focus on 
fundamental value and absolute return, taking into account the impact that this new economic environment 
could have on asset values and borrowers’ cash flow. Consistent discipline is the best tool to navigate the 
investment landscape. Unfortunately, as of the writing of this letter, the Fed had already announced 
unprecedented actions to support the financial markets, including purchases of investment grade and high-
yield bonds. Those actions have made our jobs more difficult because the intervention pushed bond prices 
up significantly, divorcing them from economic reality. Because of these new monetary policy measures 
(some would say price-fixing), bond prices are no longer an accurate measure of a borrower’s economic 
health. Just because a high-yield bond trades as if it won’t default does not mean that it won’t default. We 
believe default-adjusted returns are worse now because the probability and severity of default is certainly 
higher than it was three months ago, and yet yields do not currently reflect that. 
 
Investors should ask themselves how their portfolios would have performed had the Federal Reserve not 
stepped in to support the markets. We have always managed our portfolio without assuming that we would 
have a Fed put (the so-called “Fed put” is the market’s expectation that the Fed will prop up financial 
markets) because we cannot predict which companies the Fed and the government will choose to be the 
winners and losers in a crisis. For the reasons outlined above, we feel confident that we would have 
protected our investors’ capital because we acted prudently.  
 
Investors now face a choice: Invest prudently or follow the Fed. Prudent investors will avoid taking on 
uncompensated risk and will have a portfolio that is better positioned to withstand further short-term 
declines in asset prices and to benefit from better long-term risk-adjusted performance. Those who follow 
the Fed will no longer be investors. Rather, they will be following the money, hoping that their investments 
will end up on the list of government-anointed winners. We choose prudence.  

 

Macro Commentary or Rinse, Lather, Repeat 
 
Why the cute title? It’s because this is the fourth consecutive time that an economic expansion has been 
heavily influenced by monetary and regulatory policies designed to stimulate – or ‘lather up’ – asset prices 
through leverage. The following is a list of these downturns along with the asset classes that were lathered 
with excess leverage: 
 

● 1990 savings and loan crisis and commercial real estate loans 
 
● 2001 dot-com bubble, Long Term Capital Management bailout and high yield corporate debt 
 
● 2008 sub-prime mortgage debt and financial institutions 
 
● 2020 corporate leverage, government leverage. 

 
Each of the preceding economic expansions had a different catalyst that caused them to end.  The catalyst 
is not the point. The commonality of each expansion is over leverage (easy credit to a segment of the 
economy) and asset price appreciation that results in a very similar set of events once the economic 
downturn has started. Another similarity is that the policy response, whether it be fiscal and or monetary, is 
more expansive each time. The common element in each policy response is the encouragement of leverage 
as the tool for igniting a recovery.  The end result is that over time, the whole economic system is more 
levered and therefore the next successive downturn is more dramatic than the last. 
 
An examination of this current downturn illustrates the problem. To battle the current downturn, the Treasury 
Department and Federal Reserve resurrected every asset-buying program from the 2008-09 Great 
Financial Crisis (plus others) to allow the Treasury Department – aided by leverage from the Federal 
Reserve – to buy a wider variety of investment-grade and some less-than-investment-grade assets. 
Additionally, the central bank undertook an unlimited buying program of Treasury, agency debt and agency 
mortgage assets. Many Fed followers predict that by the time those programs are completed, the Fed’s 
balance sheet will reach $9 trillion, or more than double what it was at the beginning of this year. We have 
no idea if that is correct, but we do know that, longer term, the balance sheet will continue to grow. What 
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we also know is that the Fed’s actions will have both intended and unintended consequences. Given what 
happened in the past, one consequence is that we can expect the Fed’s asset purchases to remain on its 
balance sheet in perpetuity. The graph below shows the magnitude of the central bank’s latest buying spree. 
 
 

 
Source: Board of Governors of the Federal Reserve System (US) 

 
The Federal Open Market Committee (FOMC) also reduced the Fed Funds interest rate to the 0% -.25% 
range. The Treasury yield curve shown earlier in this commentary reflects the effects of both the Fed’s 
asset purchases and interest rate cut. At this time there appears to be very little upside potential for Treasury 
bonds unless an investor is confident that Treasury yields will be negative. The Federal Reserve Bank has 
stated that a negative Fed Funds Rate is not its objective. 
 
Based on this and past reactions, the primary objective of the Fed’s actions seems to be to keep the capital 
markets functioning. The regulatory changes post-2008 worked to prevent the banks/broker-dealers from 
taking on excessive leverage and limited their exposure to certain market trading activities. However, as 
we have often noted, the new rules preclude this group of entities from acting as a buffer in times of heavy 
selling. Their absence leads to increased market volatility and creates pressure on the Treasury department 
and Federal Reserve Bank to step in and try to create a functioning marketplace. As a data point, from 
March 11, 2020 to March 31, 2020 exchange-traded bond funds (ETFs) and mutual funds saw a net outflow 
of $316 billion, the largest outflow ever in such a short period of time.9  
 
To some degree, the capital markets are now in part a function of government intervention. Hopefully, that 
will not morph into government control. By law, the Fed’s mandate is full employment and stable prices (or 
avoiding inflation above a 2% target), and neither one is tied to orderly capital markets. However, the 
concern is that today’s Federal Reserve Bank thinks it has three mandates – full employment, stable prices 
and orderly financial markets, and the last one is of its own making and not rooted in the law. 
 
The federal government acted with unusual speed to help cushion the pandemic’s economic effects with a 
$2.2 trillion relief package to businesses and households. The key question now is, can the government 
bureaucracy efficiently deliver that aid? Households with previously established direct deposit links with the 

                                                           
9 Source: Morningstar. 
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IRS began to receive one-time relief payments around April 15, while other households may not see checks 
until later in the summer. Meanwhile, the small business lending program faced start-up delays and quickly 
ran out of money. Without going into detail, the small business loans are designed to provide the recipients 
with bridge financing to stave off bankruptcy during the “stay at home” order. Timing is critical for this 
strategy to work, and delays and insufficient funds could make it less effective, resulting in both a deeper 
downturn and a slower recovery. The government’s programs are not a stimulus package but a relief 
package meant to partially replace lost revenue and wages. If it’s timely, the programs may help minimize 
the GDP downturn, but it will not boost GDP later. However, there is one thing that is guaranteed to surge: 
the interest expense from the massive increase in borrowing. Pre-coronavirus forecasts from the 
Congressional Budget Office estimated the size of the federal government deficit would hover around $1 
trillion for several years to come. Those estimates are now understated, with budget deficits potentially 
growing multiple times larger and lasting much longer. It is difficult to see a scenario where such a dramatic 
increase in debt has no impact on interest rates and inflation over the long term. It is just that today, that 
impact is still an unknown risk. 
 
Both the central bank and federal government actions are focused on the near term, while the economy is 
in “stay at home” mode. The more important investment question, however, is what will the economy be 
like once this social policy is changed? Is the “stay at home” order just removed or relaxed over time? Will 
the virus reappear in the fall, or will relaxing “stay at home” orders immediately trigger further spreading of 
the virus? Will we have adequate testing to prevent that? How quickly will we have effective treatments for 
the disease caused by the virus, thus reducing deaths? Will we be able to develop a vaccine? All of these 
are questions that pertain to the rest of 2020. So again, what about longer term? Societal norms could 
change significantly because of the tremendous shock associated with the virus and our mitigation efforts. 
It is often said that it takes on average 4-6 weeks to change a habit or behavior, and since the current 
mitigation effort could easily last 6-8 weeks, there are likely to be some permanent changes in behavior 
and our economy. Below is a list of the household, government and company behavior changes envisioned 
by Torsten Slok, an economist at Deutsche Bank. There are several other lists that predict similar behavior 
changes. 

 
Reasons why growth over the coming quarters will be more muted 

 
Household sector 

- Increase in precautionary savings for households, similar to what we saw after the Great 
Depression in the 1930s 

- More space between seats at restaurants, cinemas, sport events, concerts, conferences, trains, 
buses, and airplanes 

- Fewer people traveling on vacation and going out until we have a vaccine, all contributing to 
lower consumer spending 

- Older generations staying at home until a vaccine is released, less willingness to put parents in 
retirement homes 

- Limits on the number of people in supermarkets at the same time, more online shopping, more 
online doctor visits 

- Fewer people going to fitness centers, doing group sports 

- More people driving their own car to avoid public transportation 

- Health insurance premiums going up 

 
Corporate sector 

- Less business travel globally, more video conferencing 

- Staggered work schedules, more distance between seats in offices, fewer cubicles 

- More permanent work from home solutions, more disaster planning 

- Fewer buybacks, lower dividend payouts 

- Health insurance costs going up, higher insurance premiums 

- Increased pressure for paid sick leave, health benefits, labor protection, including for gig workers 
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Government sector 
- Global restrictions on travel to high-risk areas, more fever scanners at airports, borders 

- More regulation forcing households and corporates to hold, say, three months of cash in 
emergency savings 

- More regulation and spending to ensure health care system is better prepared 

- Increased health safety regulations for retirement homes 

- Stocking of medical supplies, including ventilators, domestically, a desire to be less dependent on 
other countries 

- More systematic planning and preparedness, perhaps introduce better automatic stabilizers 

- More supply of government bonds, increasing risk of a debt crisis 

 
Source: Deutsche Bank Research report dated April 2020. 

 
We are not saying that all of these changes will occur, but they represent a framework for how to monitor 
and analyze the economic impact on households, businesses and governments. One general behavioral 
change that could sum up the potential post-virus economy is that the focus for companies could shift from 
efficiency to resiliency, and households could retreat from their free-spending ways to set aside more 
savings. Government spending should adjust by building stockpiles of critical supplies and building 
infrastructure to respond to these crises, but that may be wishful thinking. Government actions tend to 
reflect politicians’ desires to meet the immediate wants rather than the long-term needs of their respective 
populations. 
 
The aftermath of all the financial market events listed at the beginning of this commentary had various 
impacts on capital markets, along with abrupt behavior changes from corporations, governments and 
households. Some were transient and others were more enduring. As an example, the reaction from the 
Federal Reserve Bank tended to be more intrusive with each succeeding event. With each economic 
downturn, the Fed’s efforts to prop up financial markets were expanded. With each expansion of the so-
called central bank put, it becomes harder to measure fixed income risk, whether it be interest rate risk or 
credit risk. Those risks became more socialized as the central bank stepped in to control them and took on 
some of the risks that would otherwise be borne by private investors. We expect that this time will not be 
different. 
 
From our perspective, proper compensation for risk has become a cloudier equation. This does not change 
our focus on absolute value returns, it merely makes it more difficult to execute. For now, that means every 
potential investment will be subject to a few additional questions before we commit your capital. 
 
Thank you for your continued trust and support. 
 
Respectfully submitted,  

 

Thomas H. Atteberry 

Portfolio Manager 

Abhijeet Patwardhan 

Portfolio Manager 

 

April 2020 
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Important Disclosures 
 
This Commentary is for informational and discussion purposes only and does not constitute, and should 
not be construed as, an offer or solicitation for the purchase or sale of any securities, products or services 
discussed, and neither does it provide investment advice. Any such offer or solicitation shall only be made 
pursuant to the Fund’s Prospectus which supersedes the information contained herein in its entirety. 
 
The views expressed herein and any forward-looking statements are as of the date of the publication and 
are those of the portfolio management team. Future events or results may vary significantly from those 
expressed and are subject to change at any time in response to changing circumstances and industry 
developments. This information and data has been prepared from sources believed reliable, but the 
accuracy and completeness of the information cannot be guaranteed and is not a complete summary or 
statement of all available data. 
 
Portfolio composition will change due to ongoing management of the Fund. References to individual 
securities or sectors are for informational purposes only and should not be construed as recommendations 
by the Fund, the portfolio managers, the Adviser, or the distributor. It should not be assumed that future 
investments will be profitable or will equal the performance of the security or sector examples discussed. 
The portfolio holdings as of the most recent quarter-end may be obtained at www.fpa.com.  
 
The statements made herein may be forward-looking and/or based on current expectations, projections, 
and/or information currently available. Actual results may differ from those anticipated. The portfolio 
managers and/or FPA cannot assure future results and disclaims any obligation to update or alter any 
statistical data and/or references thereto, as well as any forward-looking statements, whether as a result of 
new information, future events, or otherwise. Such statements may or may not be accurate over the long-
term. 
 
Investments, including investments in mutual funds, carry risks and investors may lose principal value. 
Capital markets are volatile and can decline significantly in response to adverse issuer, political, regulatory, 
market, or economic developments. The Fund may purchase foreign securities, including American 
Depository Receipts (ADRs) and other depository receipts, which are subject to interest rate, currency 
exchange rate, economic and political risks; this may be enhanced when investing in emerging markets. 
Foreign investments, especially those of companies in emerging markets, can be riskier, less liquid, harder 
to value, and more volatile than investments in the United States. The securities of smaller, less well-known 
companies can be more volatile than those of larger companies. 
 
The return of principal in a bond fund is not guaranteed. Bond funds have the same issuer, interest rate, 
inflation and credit risks that are associated with underlying bonds owned by the Fund. Lower rated bonds, 
convertible securities and other types of debt obligations involve greater risks than higher rated bonds. 
 
Interest rate risk is the risk that when interest rates go up, the value of fixed income securities, such as 
bonds, typically go down and investors may lose principal value. Credit risk is the risk of loss of principal 
due to the issuer’s failure to repay a loan. Generally, the lower the quality rating of a security, the greater 
the risk that the issuer will fail to pay interest fully and return principal in a timely manner. If an issuer 
defaults the security may lose some or all of its value.  
 
Mortgage securities and collateralized mortgage obligations (CMOs) are subject to prepayment risk and 
the risk of default on the underlying mortgages or other assets; such derivatives may increase volatility. 
Convertible securities are generally not investment grade and are subject to greater credit risk than higher-
rated investments. High yield securities can be volatile and subject to much higher instances of default. 
 
Value style investing presents the risk that the holdings or securities may never reach their full market value 
because the market fails to recognize what the portfolio management team considers the true business 
value or because the portfolio management team has misjudged those values. In addition, value style 
investing may fall out of favor and underperform growth or other styles of investing during given periods. 
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The ratings agencies that provide ratings are Standard and Poor’s, Moody’s, and Fitch. Credit ratings range 
from AAA (highest) to D (lowest). Bonds rated BBB or above are considered investment grade. Credit 
ratings of BB and below are lower-rated securities (junk bonds). High-yielding, non-investment grade bonds 
(junk bonds) involve higher risks than investment grade bonds. Bonds with credit ratings of CCC or below 
have high default risk.  
 
Not authorized for distribution unless preceded or accompanied by a current prospectus. The 
prospectus can be accessed at: https://fpa.com/request-funds-literature. 
 

Index / Benchmark Definitions  

Comparison to any index is for illustrative purposes only and should not be relied upon as a fully accurate 
measure of comparison. The Fund will be less diversified than the indices noted herein, and may hold non-
index securities or securities that are not comparable to those contained in an index. Indices will hold 
positions that are not within the Fund’s investment strategy. Indices are unmanaged, do not reflect any 
commissions, fees or expenses which would be incurred by an investor purchasing the underlying 
securities. The Fund does not include outperformance of any index or benchmark in its investment 
objectives. An investor cannot invest directly in an index. 
 

Bloomberg Barclays U.S. Universal Bond Index represents the union of the following Bloomberg 
Barclay’s indices: U.S. Aggregate Index, the U.S. Corporate High-Yield Index, the 144A Index, the 
Eurodollar Index, the Emerging Markets Index, and the non-ERISA portion of the CMBS Index. Municipal 
debt, private placements, and non-dollar-denominated issues are excluded from the Universal Index. The 
only constituent of the index that includes floating-rate debt is the Emerging Markets Index. 
 

Bloomberg Barclays U.S. High Yield Index measures the market of USD-denominated, non-investment 
grade, fixed-rate, taxable corporate bonds.  
 
Bloomberg Barclays BB U.S. High Yield Index ex. Energy measures the market of USD-denominated, 
non-investment grade, fixed-rate, taxable corporate bonds rated BB excluding energy sector.  
 

The Consumer Price Index (CPI) is an unmanaged index representing the rate of the inflation of U.S. 
consumer prices as determined by the U.S. Department of Labor Statistics. The CPI is presented to 
illustrate the Fund’s purchasing power against changes in the prices of goods as opposed to a benchmark, 
which is used to compare the Fund’s performance. There can be no guarantee that the CPI will reflect the 
exact level of inflation at any given time. This index reflects non-seasonally adjusted returns.  
 
The CPI + 200 bps is created by adding 2% to the annual percentage change in the CPI. This index reflects 
non-seasonally adjusted returns.  
 
Basis Point (bps) is equal to one hundredth of one percent, or 0.01%. 100 basis points = 1%. 
 
Corporate holdings include bank debt, corporate bonds and common stock. 
 
A discount margin to maturity is the average expected return of a floating-rate security (typically a bond) 
that's earned in addition to the index underlying, or reference rate of, the security. The size of the discount 
margin depends on the price of the floating- or variable-rate security. 
 
Effective Duration (years) is the duration calculation for bonds with embedded options. Effective duration 
takes into account that expected cash flows will fluctuate as interest rates change. 
 
Repo (Repurchase Agreement) is a form of short-term borrowing for dealers in government securities. 
 
Weighted Average Life (years) is the average length of time that each dollar of unpaid principal on a loan, 
a mortgage or an amortizing bond remains outstanding. 
 
Yield to Maturity is the rate of return anticipated on a bond if held until the end of its lifetime. YTM is 
considered a long-term bond yield expressed as an annual rate. The YTM calculation takes into account 
the bond’s current market price, par value, coupon interest rate and time to maturity. It is also assumed that 
all coupon payments are reinvested at the same rate as the bond’s current yield. 
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Morningstar Bond Categories 

 
The Nontraditional Bond category contains funds that pursue strategies divergent in one or more ways 
from conventional practice in the broader bond fund universe Many funds in this group describe themselves 
as "absolute return" portfolios, which seek to avoid losses and produce returns uncorrelated with the overall 
bond market they employ a variety of methods to achieve those aims. Another large subset are “self 
described " portfolios that have more flexibility to invest tactically across a wide swath of individual sectors, 
including high yield and foreign debt, and typically with very large allocations. Funds in the latter group 
typically have broad freedom to manage interest rate sensitivity, but attempt to tactically manage those 
exposures in order to minimize volatility. The category is also home to a subset of portfolios that attempt to 
minimize volatility by maintaining short or ultra short duration portfolios, but explicitly court significant credit 
and foreign bond market risk in order to generate high returns. Funds within this category often will use 
credit default swaps and other fixed income derivatives to a significant level within their portfolios. 
Nontraditional Bond Category consists of 342 funds. 
 
Morningstar does not adjust total return for sales charges or for redemption fees. 
 
©2020 Morningstar, Inc. All Rights Reserved. The information contained herein: (1) is proprietary to 
Morningstar and/or its content providers; (2) may not be copied or distributed; and (3) is not warranted by 
Morningstar to be accurate, complete or timely. Neither Morningstar nor its content providers are 
responsible for any damages or losses arising from any use of this information. Past performance is no 
guarantee of future results. 

The FPA Funds are distributed by UMB Distribution Services, LLC, 235 W. Galena Street, Milwaukee, WI, 
53212. 
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FPA Flexible Fixed Income Fund
Portfolio Holdings

3/31/2020

PRINCIPAL/

SHARES

SECURITY COUPON RATE (%) MATURITY DATE MKT PRICE ($) MKT VALUE ($) % OF NET ASSET VALUE

252,000 ALLY AUTO RECEIVABLES TRUST 2019 - 1 A4 3.020 04/15/2024 99.21 250,010 0.2%

240,000 CARMAX AUTO OWNER TRUST 2017 - 3 C 2.720 05/15/2023 98.03 235,271 0.2%

600,000 CARMAX AUTO OWNER TRUST 2018 - 3 A4 3.270 03/15/2024 99.18 595,104 0.4%

95,000 CARMAX AUTO OWNER TRUST 2018 - 4 B 3.670 05/15/2024 100.22 95,205 0.1%

200,000 CARMAX AUTO OWNER TRUST 2019 - 1 A4 3.260 08/15/2024 103.66 207,330 0.1%

107,000 CARMAX AUTO OWNER TRUST 2019 - 1 B 3.450 11/15/2024 104.43 111,743 0.1%

919,000 CARMAX AUTO OWNER TRUST 2019 - 3 A3 2.180 08/15/2024 100.34 922,129 0.6%

494,000 FORD CREDIT AUTO LEASE TRUST 2019 - B B 2.360 01/15/2023 97.95 483,861 0.3%

320,000 FORD CREDIT AUTO LEASE TRUST 2020 - A A4 1.880 05/15/2023 97.06 310,591 0.2%

1,500,000 FORD CREDIT AUTO LEASE TRUST 2020 - A B 2.050 06/15/2023 97.17 1,457,531 1.0%

676,000 FORD CREDIT AUTO OWNER TRUST 2019 - A A4 2.850 08/15/2024 100.77 681,185 0.5%

1,000,000 GM FINANCIAL AUTOMOBILE LEASING TRUST 2019 - 2 B 2.890 03/20/2023 97.02 970,150 0.6%

255,000 GM FINANCIAL AUTOMOBILE LEASING TRUST 2020 - 1 B 1.840 12/20/2023 93.38 238,119 0.2%

155,000 HONDA AUTO RECEIVABLES OWNER TRUST 2018 - 4 A4 3.300 07/15/2025 100.05 155,071 0.1%

355,000 HONDA AUTO RECEIVABLES OWNER TRUST 2019 - 1 A4 2.900 06/18/2024 98.81 350,772 0.2%

1,000,000 HONDA AUTO RECEIVABLES OWNER TRUST 2019 - 2 A4 2.540 03/21/2025 101.90 1,019,039 0.7%

523,000 HONDA AUTO RECEIVABLES OWNER TRUST 2019 - 3 A3 1.780 08/15/2023 97.03 507,454 0.3%

1,007,000 HONDA AUTO RECEIVABLES OWNER TRUST 2020 - 1 A3 1.610 04/22/2024 100.13 1,008,265 0.7%

334,000 HYUNDAI AUTO LEASE SECURITIZATION TRUST 2019 - A B 3.250 10/16/2023 97.51 325,687 0.2%

778,000 HYUNDAI AUTO LEASE SECURITIZATION TRUST 2020 - A A4 2.000 12/15/2023 96.94 754,166 0.5%

656,000 HYUNDAI AUTO LEASE SECURITIZATION TRUST 2020 - A B 2.120 05/15/2024 94.07 617,078 0.4%

1,000,000 HYUNDAI AUTO RECEIVABLES TRUST 2019 - A A4 2.710 05/15/2025 98.37 983,739 0.7%

1,438,000 MERCEDES-BENZ AUTO LEASE TRUST 2020 - A A4 1.880 09/15/2025 96.56 1,388,549 0.9%

1,442,000 NISSAN AUTO LEASE TRUST 2020 - A A4 1.880 04/15/2025 96.56 1,392,420 0.9%

435,000 NISSAN AUTO RECEIVABLES OWNER TRUST 2018 - B A4 3.160 12/16/2024 99.74 433,856 0.3%

252,000 NISSAN AUTO RECEIVABLES OWNER TRUST 2019 - A A4 3.000 09/15/2025 101.25 255,143 0.2%

575,000 NISSAN AUTO RECEIVABLES OWNER TRUST 2019 - C A3 1.930 07/15/2024 100.97 580,588 0.4%

263,000 PRESTIGE AUTO RECEIVABLES TRUST 2019 - 1A B 2.530 01/16/2024 99.83 262,553 0.2%

252,000 TOYOTA AUTO RECEIVABLES OWNER TRUST 2019 - A A4 3.000 05/15/2024 103.78 261,536 0.2%

238,000 TOYOTA AUTO RECEIVABLES OWNER TRUST 2019 - C A3 1.910 09/15/2023 98.93 235,447 0.2%

1,063,000 TOYOTA AUTO RECEIVABLES OWNER TRUST 2020 - A A3 1.660 05/15/2024 96.49 1,025,695 0.7%

259,000 VOLKSWAGEN AUTO LEASE TRUST 2019 - A A4 2.020 08/20/2024 99.53 257,791 0.2%

1,543,000 WESTLAKE AUTOMOBILE RECEIVABLES TRUST 2020 - 1A C 2.520 04/15/2025 90.04 1,389,258 0.9%

350,000 WORLD OMNI AUTO RECEIVABLES TRUST 2017 - B B 2.370 05/15/2024 98.05 343,163 0.2%

1,022,000 WORLD OMNI AUTO RECEIVABLES TRUST 2018 - A B 2.890 04/15/2025 101.78 1,040,206 0.7%

1,013,000 WORLD OMNI AUTO RECEIVABLES TRUST 2018 - B A4 3.030 06/17/2024 98.14 994,161 0.7%

252,000 WORLD OMNI AUTO RECEIVABLES TRUST 2019 - A B 3.340 06/16/2025 100.49 253,240 0.2%

650,000 WORLD OMNI AUTO RECEIVABLES TRUST 2019 - C A3 1.960 12/16/2024 98.17 638,078 0.4%

529,000 WORLD OMNI AUTOMOBILE LEASE SECURITIZATION TRUST 2019 - A B 3.240 07/15/2024 99.96 528,768 0.3%

338,000 WORLD OMNI AUTOMOBILE LEASE SECURITIZATION TRUST 2019 - B A4 2.070 02/18/2025 97.16 328,385 0.2%

190,000 WORLD OMNI AUTOMOBILE LEASE SECURITIZATION TRUST 2019 - B B 2.130 02/18/2025 95.17 180,822 0.1%

792,000 WORLD OMNI AUTOMOBILE LEASE SECURITIZATION TRUST 2020 - A A3 1.700 01/17/2023 94.10 745,245 0.5%

24,814,404 16.4%

627,000 CANYON CAPITAL CLO LTD 2014 - 2A AS 3.081 04/15/2029 96.36 604,153 0.4%

1,029,809 CERBERUS 2017 - 4A A 3.281 10/15/2027 98.11 1,010,330 0.7%

1,247,000 CERBERUS 2018 - 4RA A1TR 3.361 10/15/2030 94.20 1,174,735 0.8%

670,222 CERBERUS LOAN FUNDING XXIII LP 2018 - 2A A 2.831 04/15/2028 98.30 658,841 0.4%

329,000 FORTRESS CREDIT OPPORTUNITIES CLO LP 2016 - 7A BR 3.191 12/15/2028 91.21 300,089 0.2%

246,000 FORTRESS CREDIT OPPORTUNITIES CLO LP 2016 - 7I E 8.231 12/15/2028 79.26 194,972 0.1%

1,014,000 FORTRESS CREDIT OPPORTUNITIES CLO LP 2017 - 9A A1T 3.242 11/15/2029 95.63 969,691 0.6%

1,188,000 HERCULES CAPITAL FUNDING TRUST 2018 - 1A A 4.605 11/22/2027 99.54 1,182,513 0.8%

666,000 HERCULES CAPITAL FUNDING TRUST 2019 - 1A A 4.703 02/20/2028 99.26 661,091 0.4%

227,000 IVY HILL MIDDLE MARKET CREDIT FUND LTD   - 10A A1AR 3.069 07/18/2030 94.13 213,669 0.1%

ASSET-BACKED - AUTO

TOTAL ASSET-BACKED - AUTO

ASSET-BACKED - COLLATERALIZED LOAN OBLIGATION
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FPA Flexible Fixed Income Fund
Portfolio Holdings

3/31/2020

PRINCIPAL/

SHARES

SECURITY COUPON RATE (%) MATURITY DATE MKT PRICE ($) MKT VALUE ($) % OF NET ASSET VALUE

406,578 JAMESTOWN CLO LTD 2015 - 7A A1R 2.624 07/25/2027 94.41 383,861 0.3%

550,000 MADISON PARK FUNDING LTD 2014 - 13A AR2 2.769 04/19/2030 96.50 530,726 0.4%

944,000 NASSAU LTD 2017 - IA A1AS 2.960 10/15/2029 94.82 895,095 0.6%

417,142 PALMER SQUARE LOAN FUNDING LTD 2019 - 1A A1 2.869 04/20/2027 96.65 403,154 0.3%

218,531 SILVERMORE CLO LTD 2014 - 1A A1R 2.862 05/15/2026 96.95 211,872 0.1%

514,000 SOUND POINT CLO LTD 2016 - 2A AR 3.109 10/20/2028 95.84 492,643 0.3%

533,000 SOUND POINT CLO LTD 2017 - 3A A1A 3.039 10/20/2030 92.66 493,898 0.3%

533,000 SOUND POINT CLO LTD 2017 - 3A A1B 3.039 10/20/2030 92.66 493,898 0.3%

738,100 SYMPHONY CLO LTD 2013 - 12A AR 2.861 10/15/2025 98.30 725,521 0.5%

696,455 TELOS CLO LTD 2013 - 3A AR 3.136 07/17/2026 96.67 673,278 0.4%

259,747 TELOS CLO LTD 2014 - 5A A1R 2.786 04/17/2028 96.82 251,479 0.2%

628,000 TRINITAS CLO LTD 2016 - 5A AR 3.184 10/25/2028 96.01 602,926 0.4%

251,000 VCO CLO LLC 2018 - 1A A 3.319 07/20/2030 95.80 240,458 0.2%

333,000 VENTURE CDO LTD 2014 - 17A ARR 2.711 04/15/2027 96.49 321,304 0.2%

577,000 VENTURE CDO LTD 2016 - 25A AR 3.049 04/20/2029 96.29 555,596 0.4%

155,000 VENTURE CDO LTD 2018 - 35A AS 2.952 10/22/2031 94.79 146,923 0.1%

350,000 WELLFLEET CLO LTD 2016 - 1A AR 2.729 04/20/2028 96.90 339,136 0.2%

500,000 ZAIS CLO 5 LTD 2016 - 2A A1 3.361 10/15/2028 95.36 476,815 0.3%

635,000 ZAIS CLO 7 LLC 2017 - 2A A 3.121 04/15/2030 92.98 590,450 0.4%

1,394,000 ZAIS MATRIX CDO I 2020 - 14A A1A 3.000 04/15/2032 94.00 1,310,359 0.9%

17,109,476 11.3%

1,545,000 AMERICAN EXPRESS CREDIT ACCOUNT MASTER TRUST 2019 - 1 A 2.870 10/15/2024 102.75 1,587,561 1.1%

268,000 AMERICAN EXPRESS CREDIT ACCOUNT MASTER TRUST 2019 - 2 A 2.670 11/15/2024 102.76 275,393 0.2%

1,160,000 AMERICAN EXPRESS CREDIT ACCOUNT MASTER TRUST 2019 - 2 B 2.860 11/15/2024 99.78 1,157,481 0.8%

869,000 BARCLAYS DRYROCK ISSUANCE TRUST 2019 - 1 A 1.960 05/15/2025 97.87 850,518 0.6%

49,000 CAPITAL ONE MULTI-ASSET EXECUTION TRUST 2019 - A2 A2 1.720 08/15/2024 100.98 49,481 0.0%

174,000 DISCOVER CARD EXECUTION NOTE TRUST 2019 - A1 A1 3.040 07/15/2024 103.01 179,234 0.1%

989,000 SYNCHRONY CARD ISSUANCE TRUST 2019 - A1 A 2.950 03/15/2025 99.84 987,410 0.7%

1,144,000 SYNCHRONY CARD ISSUANCE TRUST 2019 - A2 A 2.340 06/15/2025 98.69 1,129,068 0.7%

6,216,146 4.1%

380,000 ARI FLEET LEASE TRUST 2018 - B A3 3.430 08/16/2027 102.06 387,836 0.3%

1,000,000 ASCENTIUM EQUIPMENT RECEIVABLES LLC 2019 - 1A A3 2.830 05/12/2025 98.92 989,249 0.7%

718,000 ASCENTIUM EQUIPMENT RECEIVABLES LLC 2019 - 2A A3 2.190 11/10/2026 94.57 679,009 0.4%

528,000 AVIS BUDGET RENTAL CAR FUNDING AESOP LLC 2017 - 1A A 3.070 09/20/2023 93.54 493,873 0.3%

268,000 AVIS BUDGET RENTAL CAR FUNDING AESOP LLC 2017 - 2A A 2.970 03/20/2024 93.77 251,310 0.2%

254,000 AVIS BUDGET RENTAL CAR FUNDING AESOP LLC 2019 - 1A A 3.450 03/20/2023 99.06 251,621 0.2%

286,000 CHESAPEAKE FUNDING II LLC 2017 - 4A C 2.760 11/15/2029 98.59 281,979 0.2%

676,000 CHESAPEAKE FUNDING II LLC 2019 - 1A B 3.110 04/15/2031 102.01 689,600 0.5%

835,378 COINSTAR FUNDING, LLC 2017 - 1A A2 5.216 04/25/2047 94.05 785,687 0.5%

1,000,000 DAIMLER TRUCKS RETAIL TRUST 2019 - 1 A4 2.790 05/15/2025 100.35 1,003,500 0.7%

1,000,000 DELL EQUIPMENT FINANCE TRUST 2019 - 1 B 2.940 03/22/2024 99.92 999,187 0.7%

1,054,000 DELL EQUIPMENT FINANCE TRUST 2019 - 2 A3 1.910 10/22/2024 97.17 1,024,139 0.7%

353,000 DELL EQUIPMENT FINANCE TRUST 2019 - 2 B 2.060 10/22/2024 98.56 347,924 0.2%

549,000 ENTERPRISE FLEET FINANCING LLC 2020 - 1 A2 1.780 12/22/2025 99.26 544,941 0.4%

255,000 GREAT AMERICA LEASING RECEIVABLES 2018 - 1 B 2.990 06/17/2024 99.45 253,604 0.2%

250,000 GREAT AMERICA LEASING RECEIVABLES 2019 - 1 A4 3.210 02/18/2025 100.00 250,012 0.2%

252,000 GREAT AMERICA LEASING RECEIVABLES 2019 - 1 B 3.370 02/18/2025 99.98 251,959 0.2%

369,000 GREAT AMERICA LEASING RECEIVABLES 2020 - 1 A3 1.760 08/15/2023 98.80 364,568 0.2%

100,000 HPEFS EQUIPMENT TRUST 2019 - 1A B 2.320 09/20/2029 98.41 98,413 0.1%

640,000 HPEFS EQUIPMENT TRUST 2020 - 1A C 2.030 02/20/2030 97.74 625,556 0.4%

532,000 JOHN DEERE OWNER TRUST 2019 - A A4 3.000 01/15/2026 101.46 539,741 0.4%

730,000 KUBOTA CREDIT OWNER TRUST 2018 - 1A A4 3.210 01/15/2025 100.07 730,477 0.5%

ASSET-BACKED - CREDIT CARD

TOTAL ASSET-BACKED - CREDIT CARD

ASSET-BACKED - EQUIPMENT

TOTAL ASSET-BACKED - COLLATERALIZED LOAN OBLIGATION
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412,000 NEXTGEAR FLOORPLAN MASTER OWNER TRUST 2018 - 2A A2 3.690 10/15/2023 94.70 390,175 0.3%

934,000 NEXTGEAR FLOORPLAN MASTER OWNER TRUST 2019 - 1A A2 3.210 02/15/2024 94.12 879,045 0.6%

760,000 NEXTGEAR FLOORPLAN MASTER OWNER TRUST 2019 - 2A A2 2.070 10/15/2024 100.36 762,706 0.5%

1,400,000 VERIZON OWNER TRUST 2018 - 1A C 3.200 09/20/2022 97.99 1,371,889 0.9%

556,000 VERIZON OWNER TRUST 2018 - A B 3.380 04/20/2023 98.06 545,217 0.4%

847,000 VERIZON OWNER TRUST 2019 - A A1A 2.930 09/20/2023 101.64 860,890 0.6%

532,000 VERIZON OWNER TRUST 2019 - A B 3.020 09/20/2023 97.25 517,359 0.3%

141,000 VERIZON OWNER TRUST 2019 - B A1A 2.330 12/20/2023 100.54 141,764 0.1%

1,006,000 VERIZON OWNER TRUST 2019 - B B 2.400 12/20/2023 98.21 988,033 0.7%

1,532,000 VERIZON OWNER TRUST 2019 - C A1A 1.940 04/22/2024 94.22 1,443,409 1.0%

925,000 VERIZON OWNER TRUST 2019 - C B 2.060 04/22/2024 95.60 884,317 0.6%

250,000 VOLVO FINANCIAL EQUIPMENT LLC 2019 - 1A A4 3.130 11/15/2023 101.25 253,131 0.2%

1,033,000 WHEELS SPV LLC 2019 - 1A A3 2.350 05/22/2028 100.36 1,036,679 0.7%

21,918,797 14.5%

1,000,000 INSITE ISSUER LLC 2016 - 1A C 6.414 11/15/2046 82.74 827,382 0.5%

308,309 LEGAL FEE FUNDING 2006 - 1A A 8.000 07/20/2036 98.00 302,143 0.2%

312,000 MELTEL LAND FUNDING LLC 2019 - 1A C 6.070 04/15/2049 79.10 246,778 0.2%

517,000 NEW RESIDENTIAL ADVANCE RECEIVABLES TRUST ADVANCE 2019 - T3 AT3 2.512 09/15/2052 100.30 518,573 0.3%

730,055 NRZ EXCESS SPREAD COLLATERALIZED NOTES 2018 - FNT1 A 3.610 05/25/2023 96.69 705,877 0.5%

840,020 NRZ EXCESS SPREAD COLLATERALIZED NOTES 2018 - PLS1 A 3.193 01/25/2023 98.72 829,283 0.5%

486,000 PFS FINANCING CORP. 2018 - F A 3.520 10/15/2023 100.05 486,235 0.3%

1,000,000 PFS FINANCING CORP. 2019 - A A2 2.860 04/15/2024 97.03 970,289 0.6%

1,000,000 PFS FINANCING CORP. 2019 - A B 3.130 04/15/2024 94.05 940,536 0.6%

731,000 VB-S1 ISSUER LLC 2016 - 1A F 6.901 06/15/2046 98.27 718,357 0.5%

6,545,452 4.3%

93,000 FREDDIE MAC MULTIFAMILY STRUCTURED PASS THROUGH CERTIFICATES K024 A2 2.573 09/25/2022 102.89 95,690 0.1%

235,828 FREDDIE MAC MULTIFAMILY STRUCTURED PASS THROUGH CERTIFICATES K042 A1 2.267 06/25/2024 102.02 240,598 0.2%

39,624 GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 2010-161 B 3.000 07/16/2040 100.42 39,790 0.0%

39,645 GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 2011-9 C 3.485 09/16/2041 100.77 39,952 0.0%

81,122 GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 2014-138 A 2.700 01/16/2044 100.93 81,878 0.1%

930,177 GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 2014-148 2.650 11/16/2043 101.07 940,108 0.6%

883,344 GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 2014-169 A 2.600 11/16/2042 101.15 893,502 0.6%

722,896 GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 2015-21 A 2.600 11/16/2042 101.05 730,493 0.5%

1,043,912 GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 2019-39 A 3.100 05/16/2059 102.72 1,072,335 0.7%

4,134,345 2.7%

4,075,791 GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 2015-19 IO 0.733 01/16/2057 4.51 183,623 0.1%

3,805,784 GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 2015-7 IO 0.735 01/16/2057 4.46 169,813 0.1%

353,435 0.2%

66,931 CITIGROUP COMMERCIAL MORTGAGE TRUST 2012-GC8 A4 3.024 09/10/2045 100.01 66,938 0.0%

744,604 CITIGROUP COMMERCIAL MORTGAGE TRUST 2013-GC11 2013 - GC11 A3 2.815 04/10/2046 101.11 752,879 0.5%

297,000 COMM 2012-CCRE2 MORTGAGE TRUST 2012 - CR2 A4 3.147 08/15/2045 101.29 300,841 0.2%

819,236 COMM 2012-CCRE5 MORTGAGE TRUST 2012 - CR5 A3 2.540 12/10/2045 100.23 821,083 0.5%

885,018 COMM MORTGAGE TRUST 2013-LC6 2.941 01/10/2046 101.36 897,045 0.6%

179,000 COMM MORTGAGE TRUST 2015-CR22 A3 3.207 03/10/2048 101.42 181,545 0.1%

654,110 COREVEST AMERICAN FINANCE 2018-1 TRUST 2018 - 1 A 3.804 06/15/2051 100.79 659,275 0.4%

988,000 GS MORTGAGE SECURITIES TRUST 2012-ALOH A 3.551 04/10/2034 99.46 982,622 0.7%

500,000 GS MORTGAGE SECURITIES TRUST 2015-GC30 AAB 3.120 05/10/2050 101.92 509,605 0.3%

687,000 JP MORGAN CHASE COMMERCIAL MTG SEC TRUST 2012-C8 3.424 10/15/2045 99.92 686,451 0.5%

COMMERCIAL MORTGAGE-BACKED SECURITIES NON-AGENCY

TOTAL ASSET-BACKED - EQUIPMENT

ASSET-BACKED - OTHER

TOTAL ASSET-BACKED - OTHER

COMMERCIAL MORTGAGE-BACKED SECURITIES AGENCY

TOTAL COMMERCIAL MORTGAGE-BACKED SECURITIES AGENCY

COMMERCIAL MORTGAGE-BACKED SECURITIES AGENCY STRIPPED

TOTAL COMMERCIAL MORTGAGE-BACKED SECURITIES AGENCY STRIPPED
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936,354 JP MORGAN CHASE COMMERCIAL MTG SEC TRUST 2012-HSBC A 3.093 07/05/2032 101.95 954,593 0.6%

990,000 JPMBB COMMERCIAL MORTGAGE SECURITIES TRUST 2015-C30 ASB 3.559 07/15/2048 102.24 1,012,148 0.7%

735,000 RETL 2019-RVP B 2.255 03/15/2036 85.01 624,788 0.4%

883,133 UBS COMMERCIAL MORTGAGE TRUST 2012-C1 A3 3.400 05/10/2045 100.86 890,747 0.6%

109,000 VNDO 2012-6AVE MORTGAGE TRUST 2012 - 6AVE A 2.996 11/15/2030 101.25 110,361 0.1%

1,250,000 VNO MORTGAGE TRUST 2012-6AVE B 3.298 11/15/2030 99.49 1,243,683 0.8%

673,136 WELLS FARGO COMMERCIAL MORTGAGE TRUST 2012-LC5 A3 2.918 10/15/2045 100.95 679,561 0.4%

950,807 WELLS FARGO COMMERCIAL MORTGAGE TRUST 2014-LC18 ASB 3.244 12/15/2047 102.34 973,078 0.6%

1,254,000 WFBRS COMMERCIAL TRUST 2012-C8 A3 3.001 08/15/2045 100.93 1,265,712 0.8%

1,345,775 WFBRS COMMERCIAL TRUST 2012-C9 A3 2.870 11/15/2045 100.21 1,348,605 0.9%

246,000 WFBRS COMMERCIAL TRUST 2013-C11 A5 3.071 03/15/2045 100.97 248,380 0.2%

15,209,940 10.1%

335,000 CIMPRESS PLC* 7.000 06/15/2026 88.93 297,916 0.2%

504,000 NATURAL RESOURCE PARTNERS LP 9.125 06/30/2025 70.00 352,800 0.2%

286,000 NEON HOLDINGS INC 10.125 04/01/2026 89.50 255,970 0.2%

1,377,091 STONEMOR PARTNERS LP 11.500 06/30/2024 95.75 1,318,565 0.9%

2,225,250 1.5%

964,000 ABG INTERMEDIATE HOLDINGS 2 LLC 5.242 09/29/2024 78.00 751,920 0.5%

237,500 BJ SERVICES FO TL 9.650 01/03/2023 99.30 235,835 0.2%

1,133,124 CINCINNATI BELL INC 4.637 10/02/2024 99.89 1,131,912 0.7%

666,283 CONSOLIDATED COMMUNICATIONS INC TL B 1L 4.387 10/05/2023 85.00 566,341 0.4%

2,271,000 FRG ABL TL 6.500 09/30/2020 98.33 2,233,024 1.5%

463,808 FRONTIER COMMUNICATIONS CORP 4.593 06/15/2024 94.50 438,298 0.3%

672,000 FRONTIER COMMUNICATIONS CORP REV 4.451 03/15/2024 95.00 558,551 0.4%

1,711,000 GENERAL NUTRITION CENTERS FILO TL 1L 8.463 12/31/2022 85.00 1,454,350 1.0%

320,000 HANJIN INTERNATIONAL CORP TL-B 1L 3.887 10/18/2020 78.00 249,600 0.2%

571,990 JC PENNEY TL-B 1L 5.466 06/23/2023 40.00 228,796 0.2%

334,295 LOGIX HOLDING CO. LLC TL 1L 6.954 12/22/2024 91.50 305,880 0.2%

720,000 MCDERMOTT TECHNOLOGY AMERICAS INC 9.947 10/21/2020 89.50 644,400 0.4%

1,087,000 MEC FILO TL 1 11.234 02/12/2021 100.00 1,087,000 0.7%

1,228,501 MEDIA TL 7.586 11/21/2024 99.07 1,217,078 0.8%

1,184,271 PHI INC 8.000 09/04/2024 94.00 1,113,215 0.7%

754,982 POLYCONCEPT NORTH AMERICA HOLDINGS INC TL-B 1L 5.500 08/16/2023 80.00 603,986 0.4%

1,000,000 WINDSTREAM SERVICES LLC DIP TERM LOAN 4.113 02/26/2021 98.25 982,500 0.6%

587,000 WINDSTREAM SERVICES LLC TL B7 5.942 02/08/2024 61.00 358,070 0.2%

902,387 XPLORNET COMMUNICATIONS INC TL-B 1L* 7.000 09/09/2021 95.50 861,780 0.6%

15,022,534 9.9%

435,807 FANNIE MAE POOL AB6192 2.500 09/01/2027 104.18 454,043 0.3%

210,001 FANNIE MAE POOL AJ7495 3.000 12/01/2026 104.83 220,142 0.1%

353,609 FANNIE MAE POOL AK3263 3.000 02/01/2027 104.83 370,686 0.2%

284,475 FANNIE MAE POOL AL1576 4.000 03/01/2027 105.96 301,442 0.2%

786,801 FANNIE MAE POOL AL3773 3.000 06/01/2028 104.86 825,043 0.5%

174,494 FANNIE MAE POOL AL6472 2.000 03/01/2025 101.03 176,297 0.1%

632,161 FANNIE MAE POOL AS8618 2.500 01/01/2027 104.12 658,219 0.4%

768,117 FANNIE MAE POOL BM1022 2.500 01/01/2027 104.12 799,778 0.5%

555,636 FANNIE MAE POOL BM4299 3.000 03/01/2030 104.83 582,470 0.4%

123,051 FANNIE MAE POOL FM1102 4.000 03/01/2031 105.34 129,622 0.1%

744,428 FANNIE MAE POOL MA2676 2.500 07/01/2026 104.12 775,113 0.5%

97,684 FANNIE MAE POOL MA3079 2.500 07/01/2027 104.12 101,710 0.1%

144,883 FANNIE MAE POOL MA3158 2.500 10/01/2027 104.12 150,855 0.1%

TOTAL COMMERCIAL MORTGAGE-BACKED SECURITIES NON-AGENCY

CORPORATE BONDS AND NOTES

TOTAL CORPORATE BONDS AND NOTES

CORPORATE BANK DEBT

TOTAL CORPORATE BANK DEBT

RESIDENTIAL MORTGAGE BACKED SECURITIES AGENCY POOL FIXED RATE MORTGAGES
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578,775 FREDDIE MAC GOLD POOL G14266 3.000 11/01/2026 104.86 606,876 0.4%

953,185 FREDDIE MAC GOLD POOL G15418 3.000 11/01/2027 105.14 1,002,145 0.7%

341,673 FREDDIE MAC GOLD POOL J16680 3.000 09/01/2026 104.86 358,262 0.2%

757,137 FREDDIE MAC GOLD POOL J17233 3.000 11/01/2026 104.86 793,898 0.5%

802,217 FREDDIE MAC GOLD POOL J17774 3.000 01/01/2027 104.86 841,166 0.6%

510,663 FREDDIE MAC GOLD POOL J18051 3.000 02/01/2027 104.86 535,457 0.4%

284,094 FREDDIE MAC GOLD POOL J20465 2.500 09/01/2027 104.20 296,034 0.2%

818,695 FREDDIE MAC GOLD POOL J20834 2.500 10/01/2027 104.20 853,103 0.6%

10,832,361 7.2%

282,981 FANNIE MAE INTEREST STRIP - 284 1 0.00 07/25/2027 94.72 268,049 0.2%

268,049 0.2%

184,975 FANNIE MAE REMICS 2012 - 144 PD 3.500 04/25/2042 105.59 195,320 0.1%

278,328 FANNIE MAE REMICS 2012 - 47 HA 1.500 05/25/2027 100.34 279,268 0.2%

1,317,771 FANNIE MAE REMICS 2013 - 35 QB 1.750 02/25/2043 101.67 1,339,744 0.9%

733,575 FREDDIE MAC REMICS - 4162 P 3.000 02/15/2033 104.63 767,530 0.5%

233,965 FREDDIE MAC REMICS - 4220 EH 2.500 06/15/2028 103.08 241,182 0.2%

203,896 FREDDIE MAC REMICS - 4235 QE 3.000 08/15/2031 103.69 211,411 0.1%

650,827 FREDDIE MAC REMICS - 4336 WV 3.000 10/15/2025 103.27 672,088 0.4%

854,043 FREDDIE MAC REMICS - 4387 VA 3.000 02/15/2026 103.65 885,223 0.6%

4,591,767 3.0%

942,372 BRAVO RESIDENTIAL FUNDING TRUST 2019 - 1 A1C 3.500 03/25/2058 98.53 928,489 0.6%

131,256 CIM TRUST 2017 - 7 A 3.000 04/25/2057 97.57 128,066 0.1%

755,286 CIM TRUST 2018 - R3 A1 5.000 12/25/2057 96.43 728,291 0.5%

649,072 FINANCE OF AMERICA HECM BUYOUT 2019-AB1 2019 - AB1 A 2.656 12/27/2049 97.21 630,983 0.4%

198,000 FINANCE OF AMERICA HECM BUYOUT 2020-HB1 2020 - HB1 M1 2.105 02/25/2030 103.06 204,059 0.1%

1,008,000 NATIONSTAR HECM LOAN TRUST 2019 - 1A M1 2.664 06/25/2029 96.75 975,210 0.6%

130,000 NATIONSTAR HECM LOAN TRUST 2019-2 2019 - 2A M1 2.359 11/25/2029 96.27 125,155 0.1%

1,074,808 TOWD POINT MORTGAGE TRUST 2017 - 2 A1 2.750 04/25/2057 99.74 1,072,049 0.7%

66,927 TOWD POINT MORTGAGE TRUST 2018 - 1 A1 3.000 01/25/2058 100.30 67,127 0.0%

1,212,851 TOWD POINT MORTGAGE TRUST 2018 - 2 A1 3.250 03/25/2058 100.90 1,223,743 0.8%

150,315 TOWD POINT MORTGAGE TRUST 2018 - 5 A1A 3.250 07/25/2058 100.93 151,709 0.1%

6,234,881 4.1%

51,478 PHI GROUP INC/DE 6.50 334,607 0.2%

23,814 PHI INC PRIVATE PLACEMENT 6.50 154,791 0.1%

489,398 0.3%

TOTAL INVESTMENT SECURITIES 135,966,235 90.0%

11,747,000 UNITED STATES TREASURY BILL 3.378 04/07/2020 100.00 11,746,915 7.8%

11,746,915 7.8%

8,718,000 STATE STREET BANK/FICC REPO 0.000 04/01/2020 8,718,000 5.8%

8,718,000 5.8%TOTAL REPURCHASE AGREEMENTS

TOTAL COMMON STOCK (LONG)

U.S. GOVERNMENT AND AGENCIES (SHORT-TERM)

TOTAL U.S. GOVERNMENT AND AGENCIES (SHORT-TERM)

REPURCHASE AGREEMENTS

TOTAL RESIDENTIAL MORTGAGE BACKED SECURITIES AGENCY STRIPPED

RESIDENTIAL MORTGAGE BACKED SECURITIES AGENCY COLLATERALIZED MORTGAGE OBLIGATION

TOTAL RESIDENTIAL MORTGAGE BACKED SECURITIES AGENCY COLLATERALIZED MORTGAGE OBLIGATION

RESIDENTIAL MORTGAGE BACKED SECURITIES NON-AGENCY COLLATERALIZED MORTGAGE OBLIGATION

TOTAL RESIDENTIAL MORTGAGE BACKED SECURITIES NON-AGENCY COLLATERALIZED MORTGAGE OBLIGATION

COMMON STOCK (LONG)

TOTAL RESIDENTIAL MORTGAGE BACKED SECURITIES AGENCY POOL FIXED RATE MORTGAGES

RESIDENTIAL MORTGAGE BACKED SECURITIES AGENCY STRIPPED

PRINCIPAL ONLY SECURITIES
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CASH & EQUIVALENTS (5,274,384) -3.5%

15,190,532 10.0%

TOTAL NET ASSETS 151,156,767 100.0%

NUMBER OF LONG EQUITY POSITIONS 2

222

* Indicates foreign security.

TOTAL CASH & EQUIVALENTS

NUMBER OF LONG FIXED INCOME CREDIT POSITIONS

Portfolio Holding Disclosures

You should consider the Fund’s investment objectives, risks, and charges and expenses carefully before you invest. The Prospectus details the Fund's objective and policies, sales charges, and other matters of interest to the prospective
investor. Please read the Prospectus carefully before investing. The Prospectus may be obtained by visiting the website at www.fpa.com, by email at crm@fpa.com, toll-free by calling 1-800-982-4372 or by contacting the Fund in writing.

The FPA Flexible Fixed Income Fund's ("Fund") holdings data contained herein is as of March 20, 2020, and is subject to change. Portfolio composition will change due to ongoing management of the Fund. References to individual securities are for
informational purposes only and should not be construed as recommendations by the Fund, the portfolio managers, FPA, or the distributor.

Investments, including investments in mutual funds, carry risks and investors may lose principal value. Capital markets are volatile and can decline significantly in response to adverse issuer, political, regulatory, market, or economic developments. The Fund may
purchase foreign securities, including American Depository Receipts (ADRs) and other depository receipts, which are subject to interest rate, currency exchange rate, economic and political risks; this may be enhanced when investing in emerging markets.
Securities of smaller, less well-known companies involve greater risks and they can fluctuate in price more than larger company securities. You risk paying more for a security than you received from its sale.

The return of principal in a bond investment is not guaranteed. Bonds have issuer, interest rate, inflation and credit risks that are associated with underlying bonds owned by the Fund. Interest rate risk is when interest rates go up, the value of fixed income
securities, such as bonds, typically go down and investors may lose principal value. Credit risk is the risk of loss of principle due to the issuer's failure to repay a loan. Generally, the lower the quality rating of a security, the greater the risk that the issuer will fail to
pay interest fully and return principal in a timely manner. If an issuer defaults the security may lose some or all its value. Lower rated bonds, callable bonds and other types of debt obligations involve greater risks. Mortgage securities, collateralized mortgage
obligations (CMOs), and asset backed securities are subject to prepayment risk and the risk of default on the underlying mortgages or other assets; such derivatives may increase volatility. Convertible securities are generally not investment grade and are subject
to greater credit risk than higher-rated investments. High yield securities can be volatile and subject to much higher instances of default. The Fund may experience increased costs, losses and delays in liquidating underlying securities should the seller of a
repurchase agreement declare bankruptcy or default.

The ratings agencies that provide ratings are Standard and Poor’s (“S&P”), Fitch, and Moody’s. Credit ratings range from AAA (highest) to D (lowest). Bonds rated BBB or above are considered investment grade. Credit ratings of BB and below are lower-rated
securities (junk bonds). High-yielding, non-investment grade bonds (junk bonds) involve higher risks than investment grade bonds. Bonds with credit ratings of CCC/Caa or below have high default risk.

Value style investing presents the risk that the holdings or securities may never reach their full market value because the market fails to recognize what the portfolio management team considers the true business value or because the portfolio management team
has misjudged those values. In addition, value style investing may fall out of favor and underperform growth or other styles of investing during given periods.

The Fund is distributed by UMB Distribution Services, LLC, 235 W. Galena Street, Milwaukee, WI, 53212
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