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Following are highlights from the full quarter-end Commentary, which is available on our web site.

• Volatility remained elevated throughout the fourth quarter in both the high yield and equity markets.  Following the weakest 
quarterly performance in several years during the third quarter, many risk–based assets experienced a sharp rebound throughout October.  
However, continued pressures on commodity prices and further weakness in Chinese economic data increased investor concern about 
global economic growth.
• The degree of monetary policy accommodation will likely continue to impact the direction of mutual fund flows and market 
returns going forward.
• Despite the increased market volatility, elevated geopolitical tensions, and increased concerns regarding global economic growth 
throughout 2015, the U.S. economy remained relatively resilient.  The positive trajectory of many employment statistics was a highlight of 
economic activity throughout 2015.
• We evaluate a growing list of uncertainties that could continue to impact the capital markets and the investing landscape over 
the coming quarters.  Our adherence to our investment philosophy and research process has proven to be prudent for both our high yield 
and equity strategies.  We remain focused on the over-riding theme of finding high yield rated companies with strong or improving balance 
sheets, and management teams with a desire to repay debt and prudently use leverage.  
• The Barclays High Yield Bond Index generated a negative 2.07% return during the fourth quarter.  The energy sector was once 
again a clear underperformer during the quarter, while other cyclical and commodity-related industries also weighed on the performance of 
the Barclays Index.  We continue to have a very cautious view and therefore a significant underweight-to-no positioning in these industries.  
We have maintained that view heading into 2016, as we see the potential for continued energy price volatility and concerns regarding global 
economic growth continuing to impact these industries.  This is also true for our positioning within the equity strategy.  
• The credit-quality curve continued to steepen throughout the fourth quarter, with the lower-rated segment of the Barclays High 
Yield Index significantly underperforming the higher-rated segment.  We have been commenting for quite some time that we believed the 
risk-reward prospects for lower-rated and lower-quality names within the high yield market was not that favorable.  In our opinion, our 
higher-quality and lower-duration positioning weathered the increased market volatility very well during the quarter.  We continue to 
believe our relatively defensive positioning is prudent in the current environment.
• The resiliency that the high yield market had shown throughout the first half of 2015 gave way in the third and fourth quarters, 
with both the average yield-to-worst and bond yield spread increasing to levels not experienced in several years and the average high yield 
bond price hitting a post-financial crisis low.  While our strategy performed well this year, the Barclays High Yield Bond Index actually 
ended the year as one of the weaker performing fixed-income asset classes.  
• We believe our relatively defensive positioning within the high yield market in recent years, with a focus on higher-quality names 
and lower-duration securities within those names, has been prudent, and as a result has produced relatively stable performance within the 
high yield asset class.  The construction of our high yield strategy continues to highlight companies that we believe are striving to improve 
their financial metrics and credit quality through prudent use of debt/leverage.  We are looking for companies with relatively stable cash 
flow generation that is sufficient to service, if not reduce debt, in addition to continuing to show reasonable growth in operations.  We 
also continue to target bonds of those companies that we believe will exhibit less price fluctuation should overall market volatility remain 
elevated or should an adverse shock to underlying Treasury yields occur.  
• We have been commenting that we believed the credit-quality curve (the yield/spread difference between higher-rated and lower-
rated securities) within the high yield market was relatively flat and did not adequately compensate investors for the increased credit 
risk.  Based on the JPMorgan Domestic High Yield Index, the yield-to-worst differential between the BB-rated (higher-quality) portion of 
the Index and the CCC-rated (lower-quality) portion was 333 bps at June 30, 2014 and has more than tripled to 1,155 bps as of December 
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31, 2015.  While the yield-to-worst differential is now above the 20-year average of 862 bps, we continue to have reservations about the 
attractiveness of the yield differential in the current environment and remain concerned it may continue to increase.
• While we primarily remain positioned in lower-duration bonds due to the risk to the high yield market from either increased 
market volatility or upward pressure on Treasury yields, we will continue to look to add bonds that fit our investment criteria should 
volatility create attractive investment opportunities.
• In general, third quarter corporate earnings results were weaker than many market participants had expected.  Sluggish revenue 
growth has been a recurring theme over recent quarters, as economic growth has been relatively lackluster and the strength of the dollar 
has created currency translation issues for many companies.  What became more apparent following third quarter results was that 
increased earnings growth and cash flow generation is becoming tougher to produce.  This has some market participants, us included, 
concerned that fourth quarter results, and potentially earnings reports throughout 2016, may disappoint.
• Over the past several years, equity investors have looked to the Federal Reserve to be accommodative with monetary policy which 
has helped bolster equity valuations; however, with U.S. monetary policy now becoming more restrictive, equity returns going forward will 
likely be more driven by company-specific factors, such as balance sheet improvement, company-specific growth catalysts, and potentially 
increased shareholder-friendly actions, like share repurchases, dividend payments, and/or M&A activity.  
• We continue to target equities of companies within the U.S. high yield market that have catalysts from increased cash flow growth 
and balance sheet improvements that may result in any ensuing increase in perceived shareholder-friendly activity.  We believe our focus 
on domestic companies will result in minimal exposure to currency issues, and we expect many of our companies will actually experience 
some degree of earnings and cash flow benefit as a result of lower energy costs.
• The strong relative performance of our equity strategy was fairly broad-based across our companies and sectors.  Similar to the 
high yield strategy, we have maintained a significant underweight position in commodity-related industries, and we continue to focus on 
companies and industries that we believe are less cyclical in nature and have relatively stable financial performance.  
• We believe that the continued weakness in the high yield market over the last year and a half is an indication that credit investors, 
are becoming concerned about weakening credit metrics due to slower cash flow growth and the increased use of debt/leverage to fund 
operations or shareholder-friendly activities.  As a result, we believe the high yield market is indicating that a more cautious approach to 
investing in equities as we enter 2016 is warranted.
• We believe our strategies complement each other very well and can each serve as validation that the companies we are choosing 
to invest in are fundamentally performing well.  During periods of increased volatility, we believe the performance of the high yield strategy 
helps to confirm that the companies we are choosing to invest in are not taking on excessive financial or operational risk and, therefore, do 
not have solvency concerns.  Meanwhile, the relative performance of the equity strategy helps to confirm that these companies are able to 
contribute to shareholder value through prudent use of debt/leverage to bolster cash flow growth and earnings generation.
• We remain committed to our time-tested and disciplined research process that not only includes detailed analysis of companies 
owned in our high yield and equity strategies, but also uncovers new opportunities within the high yield and equity markets.  We continue 
to look for fiscally responsible management teams that are committed to growing operations prudently and who recognize they can 
potentially improve their credit profile and equity valuations by focusing on credit-specific measures.  Our efforts remain focused on 
stability and predictability in the investment selection process, so as to provide a less volatile high yield strategy that can generate a 
reasonably consistent total return, while also attempting to find attractive equity investments that could experience further capital 
appreciation.  
• The construction of the high yield strategy continues to be highlighted by securities that we believe have the ability to weather 
negative headlines and heightened volatility, should this continue to occur.  The construction of the equity strategy continues to focus on 
companies using debt/leverage prudently to grow free cash flow in an attempt to propel future equity value.  

Thank you for your continued support and investment.

January 2016

Before investing in a Fund, carefully read about and consider the investment objectives, risks, charges, expenses, and other information 
found in the Fund prospectus.  The prospectus is available from your financial advisor, and when you call 800-437-1020 or visit www.
aquilafunds.com.
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