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In the first quarter of 2023, the Crawford Managed Income strategy generated income from interest and dividends of 

approximately 5.8% on an annualized basis. 

For the markets and the economy, the outlook continues to evolve as we work our way through an uncertain 

environment. We are well into the final stages of the current Fed tightening cycle, which most recently manifested itself 

through volatility in the regional banking industry. We believe the banking system is stable and the issues have been 

contained. However, we do expect these events will result in tighter lending standards, which should have a continued 

restraining effect on the overall economy. Inflation expectations remain anchored and supply-side issues continue to 

retreat, both which are positive for controlling inflation. While the yield curve remains inverted (traditionally a strong 

indicator of recession), employment remains full and credit conditions remain benign. Moving forward, we will be 

looking for signs of monetary tightening’s impact on aggregate demand. This should be beneficial for cooling inflation 

but may come at the cost of employment and corporate earnings growth.

At Crawford, our investment philosophy is anchored in the assumption that the future is always uncertain, and as such, 

the range of potential outcomes for any particular investment is wide. To the extent possible, we seek to bring more 

certainty when crafting the Managed Income Strategy. We do this by focusing on quality, underlying fundamentals, 

and dividend & interest sustainability when considering individual securities. This underwriting discipline is paired with 

purposeful, risk-managed portfolio construction in order to narrow the range of outcomes. We continue to believe that 

we are well positioned for the current environment. 

In the first quarter, the broader markets advanced with the S&P 500 Index returning 7.50%.  This impressive performance 

was dominated but just a few large capitalization stocks. The Russell 1000 Value Index, which is more diversified and 

more relevant to our value- and income-oriented investment style, returned a much more subdued 1.01%. Oil prices 

remained range-bound and volatile as declining supply was offset by slowing economic conditions. Natural gas prices 

declined precipitously in the U.S., driven by increasing supply, abundant storage, and the temporary loss of some 

LNG export capacity in the U.S. During the quarter, the yield on the 10-Year U.S. Treasury note remained range bound 

around 3.5% as inflation moderated but economic conditions remained relatively robust. Finally, credit spreads remain 

elevated (but far short of recessionary levels) relative to our more recent post-pandemic experience.

Overall, the Managed Income portfolio delivered a modestly negative return for the quarter. Negative equity 

performance was partially offset by gains in preferred shares and corporate bonds. Within the equity portion of the 

portfolio, weaker results in some Energy and Financial holdings were partially balanced by positive performance in 

Communications Services and Real Estate. 
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DT Midstream is an energy infrastructure company with 85% of its revenues under long term minimum volume 

commitment and demand charge contracts related to the transport of natural gas. The company is well placed to take 

advantage of U.S. LNG export growth in the coming years through its assets located in the Haynesville shale area of 

Texas and Louisiana. The company’s stock retrenched in the quarter in response to weak natural gas prices. 

Huntington Bancshares is an Ohio-based regional bank holding company featuring above-average profitability due 

to a low cost deposit base and an efficient cost structure. With the recently acquired TCF Financial Corp in the fold, 

the company is expected to benefit from a renewed focus on growth. While we continue to view HBAN as a high-

quality institution, the stock was not immune to industry-wide concerns regarding deposit outflows and bond portfolio 

valuations.

The Series M Cumulative Preferred Shares of Vornado Realty Trust sold off this quarter on investor concerns related 

to conditions in the office real estate market. Despite the headlines and poor performance of the office REIT sector, 

Vornado’s portfolio is over 90% occupied with no debt maturing prior to 2025. While leasing velocity has declined post-

Covid, employees are slowly being called back to the office. The company’s mostly Class A portfolio remains valuable 

as recent distressed NYC sales comparisons are transacting at prices much higher than Vornado’s implied price per 

square foot. From a credit perspective, we still appreciate our preferred position, of which dividends are cumulative in 

Our holdings in the common shares of W.P Carey, New York Community Bancorp, and AT&T were among our top 

performers. 

W.P Carey is an investment grade rated triple-net lease REIT with a 20 year history of dividend growth. The company 

reported in-line results this quarter and provided 2023 guidance ahead of consensus expectations. This was driven by 

forecasted record property acquisition volumes and CPI lined rent escalators. Occupancy at their properties remains 

high, and they are benefitting from sale-leaseback volumes from private equity companies seeking to monetize 

portfolio company real estate assets. 

New York Community Bancorp is a regional bank boasting a diversified loan portfolio with a legacy concentration 

in the New York City rent-regulated apartment lending market. The company has a history of industry-leading credit 

underwriting. New York Community Bancorp was able to take advantage of the turmoil in the banking industry and 

acquired significant assets and operations from Signature Bank, which was recently closed by the FDIC. The transaction 

is expected to be materially accretive to both tangible book value and earnings per share. 

AT&T is a leader in the oligopolistic U.S. wireless industry and provides a high current yield with slow growth driven 

by increasing smartphone penetration and the growing demand for data. Last quarter, the company reported solid 

results with better-than-expected guidance for wireless revenue growth and free cash flow. Over the last few years, the 

company has employed a more disciplined approach to growing profitably in their core business. 

Among our weaker performers were the common stocks of DT Midstream, Huntington Bancshares, and the preferred 

shares of Vornado Realty Trust. 
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nature. In addition, coverage is cushioned by over $1B in cash on the balance sheet and a solid fixed-charge coverage. 

This quarter we exited our position in BAE Systems after strong price appreciation. We also exited our positions in 

Brandywine Realty Trust and Rithm Capital Corp in order to manage the portfolio’s exposure to office real estate 

and residential mortgages. In addition, we trimmed our holdings of AGNC and Annaly Capital Management preferred 

shares in order to reduce exposure to floating interest rate instruments. 

New additions to the portfolio include 2028 maturity corporate bonds of Crown Castle Inc., the 2025 maturity corporate 

bonds of Fidelity National Information Services, and both common and preferred shares issued by Southern Company. 

The 2028 maturity corporate bonds of Crown Castle, Inc. were acquired at near par value and carry a 5.0% coupon. 

Crown Castle has an investment grade credit rating and is one of the three major cell-tower infrastructure owners in 

the U.S. The company enjoys a wide economic moat, generates solid free cash flow, and benefits from contractual rent 

escalators. 

The 2025 maturity corporate bonds of Fidelity National Information Services were acquired at a discount to par and 

carry a 4.5% coupon. Fidelity National has an investment grade credit rating. The company is a leader in payments and 

in the provision of software and services to the banking industry. 

Southern Company is one of the largest and highest quality utility holding companies in the U.S.  The company operates 

in a friendly regulatory environment, earns attractive relative returns on investments, and has low variability in earnings. 

We acquired both common and preferred shares in Southern as the company has neared completion of the Vogtle 

Nuclear Plant, the longest and most expensive project in its history. With positive population and economic growth in 

the Southeast, we believe the company can resume premium utility earnings growth. 

This quarter, eight of our holdings increased their dividends, and we expect many of our holdings can increase their 

distributions over time. Further, we are confident in the strategy’s ability to continue to pay steady income regardless 

of prevailing market conditions. On your behalf, we continue to search for the highest-quality securities available in 

the higher income subsets of the capital markets, while managing the portfolio to strike a favorable balance between 

current income and risk mitigation.

Crawford Investment Counsel is an independent investment adviser registered under the Investment Advisers Act of 1940, as amended. Registration does not imply a certain level of 

skill or training. More information about Crawford Investment Counsel, including our investment strategies, fees and objectives, can be found in our Form ADV Part 2, which is available 

upon request. The opinions expressed are those of Crawford Investment Team. The opinions referenced are as of the date of publication and are subject to change due to changes in 

the market or economic conditions and may not necessarily come to pass. Forward looking statements cannot be guaranteed.

Material presented has been derived from sources considered to be reliable, but the accuracy and completeness cannot be guaranteed.

There is no guarantee of the future performance of any Crawford portfolio. This material is not financial advice or an offer to sell any product. Crawford reserves the right to modify its 

current investment strategies and techniques based on changing market dynamics or client needs.

The investment strategy or strategies discussed may not be suitable for all investors. Investors must make their own decisions based on their specific investment objectives and 

financial circumstances. 
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