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Investment Objective
The investment objective of the Fund is to provide a high level of
current income with capital appreciation as a secondary goal.

N-SHARE Fund Performance As of 10/31/2022
Quarter: -6.31%
5-Year: -3.73%

Sub-Adviser Background

Virtus Fixed Income Advisors, LLC (VFIA), Stone Harbor Investment
Partners division is an independent fixed income investment
manager focused on credit and multi-sector credit strategies with
approximately 125 professionals across its New York, Chicago,
London, Melbourne, and Singapore locations. Stone Harbor
investment partners division was founded in 2005 and is 100%
owned by Virtus Investment Partners, Inc., with fixed income
specialists that have worked together for more than 20 years.

1-Year: -20.52%

3-Year: -6.74%

Since Inception (11/1/13): -2.65% SEC 30-Day Yield (10/31/22): 5.32%

Total Expense Ratio: 1.78%

Prices and returns quoted represent past results and are no guarantee of future results. Current performance may be higher or
lower than the performance shown. Investment return and principal value will fluctuate, so your shares, when redeemed, may
be worth more or less than their original cost. To obtain performance data current to the most recent month-end, call us at (800)
442-4358. Dunham Class N Shares have no initial sales charge or contingent deferred sales charge (CDSC).

Asset Class Recap
The theme of rising interest rates to combat stubbornly high
inflation and uncertain impact of the conflict between Ukraine
and Russia on the global economy persisted through the most
recent fiscal quarter and fiscal year. Fixed income markets across
the globe declined to begin the fiscal year amid elevated inflation,
the emergence of the omicron variant, and hawkish developed
markets central banks, prompting interest rates to rise. Although
rising interest rates in the U.S. have been top-of-mind for fixedincome investors, it is not the only marketplace that saw the
adverse effects on bond prices. Overseas, central banks not only
had to contend with high inflation and geopolitical tensions but
also faced the surging strength of the U.S. Dollar. This forced
the hand of many foreign central banks, including the European
Central Bank (“ECB”), which increased rates at the fastest pace in
the ECB’s history, underscoring the bank’s determination to control
prices. ECB President Christine Lagarde acknowledged the risk that
the Eurozone may be pushing into recession but expects to keep
hiking interest rates since inflation remains too high. For the fiscal
quarter ended October 31, 2022, foreign bonds, as measured by
the Bloomberg Global Aggregate Bond ex U.S. Index, declined 4.3
percent, outperforming U.S. investment-grade bonds, as measured
by the Bloomberg U.S. Aggregate Bond Index, which fell 8.2
percent. The historically more volatile foreign high-yield bonds, as
measured by the Bloomberg Pan-European High-Yield Total Return
Index Unhedged, and emerging market debt, as measured by the
Bloomberg Emerging Markets USD Aggregate Total Return Index
Unhedged, also declined in the quarter as they gave back 2.8 percent
and 6.9 percent, respectively. During the fiscal quarter, the strength
of the U.S. Dollar persisted as it increased 5.3 percent against a
broad basket of currencies, as measured by the Bloomberg Dollar
Spot Index, exacerbating foreign currency losses.

Allocation Review
To begin the fiscal year, the Fund held an approximate 55 percent
allocation to emerging market debt and 45 percent to developed
markets. The Sub-Adviser reduced the allocation to emerging
market debt to approximately 51 percent during the previous fiscal
quarter, with the remaining 49 percent dedicated to developed
markets. Although the Sub-Adviser largely retained the emerging
markets and developed markets allocations over the most recent
fiscal quarter, the exposures within each allocation shifted. In
emerging markets, the Sub-Adviser reduced the allocation to
local currency bonds and emerging market corporate bonds
but increased the exposure to emerging market government
debt. Within developed markets, the Sub-Adviser added to the
government bond allocation and reduced both the investmentgrade corporate allocation and Pan-European high-yield exposure.

The allocation to emerging markets debt and high-yield bonds
represented the most significant allocation differences between
the Fund and the benchmark index. These off-benchmark
allocations represented the most significant detraction from
Fund performance over the fiscal quarter. The Sub-Adviser also
maintained an overall duration lower than the benchmark index,
close to 6.9 years instead of the benchmark index duration of
8.1 years. As rates increased overall during the fiscal quarter, the
lower duration aided the Fund’s relative performance. Still, the
positive impact was not enough to offset the declines in emerging
markets debt and high-yield bonds.

Holdings Insights
The exposure to emerging markets corporate debt was the most
significant detraction from positive Fund performance over the
fiscal quarter. Particular weakness could be found in China as the
country’s housing sector continued to be in turmoil. After being
one of the decade’s hottest bond markets, the Chinese real estate
market experienced unprecedented declines. New home prices
have fallen for nearly a year, even as the government has supported
the industry. Numerous developers have defaulted on their debt
or pushed out maturities. Two credits that were adversely affected
by the weakness in this market were China SCE Group Holdings
Ltd. 7.375%, Due 04/09/2024 (G21190AB2) (holding weight*: 0.25
percent) a residential property developer, and Wanda Properties
International Company Ltd. 7.25%, Due 01/29/2024 (G9429CAA8)
(holding weight*: 0.87 percent) a multinational conglomerate based
in China. Over the fiscal quarter, China SCE declined 27.0 percent,
while Wanda Properties lost 30.8 percent. Not all emerging market
corporate debt detracted from performance over the fiscal quarter.
For example, the YPF S.A. 8.5%, Due 07/28/2025 (984245AL4)
(holding weight*: 1.20 percent), an Argentinian state-owned energy
company, rose 17.5 percent over the fiscal quarter.
Unlike emerging market corporate bonds, emerging market local
currency bonds aided performance. This includes the Indonesia
Treasury Bond 8.25%, Due 06/15/2032 (B6W43X5) (holding weight*:
0.14 percent) and the Brazilian Government International Bond 8.5%,
Due 01/05/2024 (105756BT6) (holding weight*: 0.07 percent). Over
the fiscal quarter, these credits increased by 7.4 and 2.9 percent,
respectively. The relatively more defensive exposure to investmentgrade corporate bonds has historically contributed during periods
of higher volatility; however, the exposure’s relatively higher
duration caused the exposure to detract from Fund performance.
Investment-grade bonds within the fund include the Deutsche Bank
AG 2.129%, Due 11/24/2026 (251526CE7) (holding weight*: 0.61
percent) and the Standard Chartered plc 3.265% Due 02/18/2036
(853254BU3) (holding weight*: 0.31 percent). Throughout the fiscal
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quarter, the Deutsche Bank credit declined 5.9 percent, while the
Standard Chartered credit gave back 13.3 percent.
Derivates within the Fund were implemented to express the views
of the Sub-Adviser further and provided mixed results over the fiscal
quarter. For example, the short positions in the CBOT 5 Year U.S.
Treasury Note 12/30/2022 (FVZ2 COM) (holding notional weight*:
-4.97 percent) and the CBOT 10 Year U.S. Treasury Note 10 Year US
Treasury Note 12/20/2022 (TYZ2 COM) (holding notional weight*:
-12.58 percent) contributed to Fund performance as the positions
declined 4.1 percent and 5.8 percent, respectively since being added
to the Fund. Conversely, the long position in the Long Gilt Future
12/28/2022 (G Z2 COM) (holding notional weight*: 6.83 percent)
detracted from Fund performance. Since being added to the Fund
in August, this position declined 9.2 percent.

Sub-Adviser Outlook
The Sub-Adviser is optimistic that the worst may be behind us,
and central banks could slow the pace of rate rises in early 2023.
Although the Sub-Adviser anticipates a recession, it believes it to be
shallow and short-lived. Within the Fund, the Sub-Adviser believes
international investment-grade corporate bonds may offer an
attractive risk and return profile over the next 12 months as it views
the asset class as reasonably priced with attractive fundamentals
and valuations. The Sub-Adviser also has conviction in high-yield
bonds due to their strong fundamental positions and could add to
the exposure visibility for potential economic weakness becomes
more clear. Despite attractive valuations, the Sub-Adviser Is less
enamored with emerging markets debt as it believes the asset
class faces fundamental challenges and many idiosyncratic issues.
The Sub-Adviser will continually monitor these issues for potential
opportunities and risks on the horizon.
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