
 

 

Manager Lifts Out Ex-Gates High Yield Team 

By Scott Johnson  

 

May 12, 2010  

Pacific Income Advisers, a $4.5 billion fixed income and equity manager, has lifted out the full investment team of 

Grandview Capital, which launched in 1999 with the Bill and Melinda Gates Foundation as its sole client. The move 

brings PIA new capabilities – and a 10-year track record – in high-yield fixed income, while allowing the firm to expand its 

core strategy further into the core-plus market.  

The team is bringing no assets, but the addition – along with Santa Monica, Calif.-based PIA’s approach to growth – may 

earn the firm more attention from consultants and institutional investors. PIA senior portfolio strategist Tim Tarpening 

says consultants sometimes overlook bond managers without core-plus capabilities. And industry observers say fixed 

income managers face even more pressure than their equity counterparts to broaden the scope of their product lineups. 

 “We believe that having the high-yield capability will put us in front of a 

number of consultants that presently are not looking at us closely because 

we are predominantly a core manager,” says Tarpening.  

The three principals of Grandview – CIO Robert Sydow and portfolio 

managers Kevin Buckle and James Lisko – all worked together at 

SunAmerica Investments, now part of American International Group (AIG), 

before launching their firm. Coming with them to PIA are senior analyst and 

chief administrative officer Andrew Shih, senior analyst Justine Ho and 

operations manager Claire Sering Pearce. Sydow and his team report to PIA’s 

CIO, Lloyd McAdams.  

Los Angeles-based Grandview itself will continue to exist until the expiration of a collateralized loan obligation (CLO) 

advised by the principals, after which the firm will close.  

Grandview was launched specifically to manage $500 million in high-yield assets for the Gates Foundation; that mandate 

swelled to $1.5 billion by 2006, when the foundation shifted its portfolio away from high-yield. Grandview held on to the 

relationship, however, providing assistance, on a consulting basis, for the foundation’s remaining high-yield securities, 

according to Sydow. That consulting assignment has also ended.  

Sydow declines to provide details on his firm’s relationship with the Gates Foundation, which never had an ownership 

interest in Grandview. But the asset management contract appears to have ended on amicable terms, as Bill Gates issued 

a letter praising Grandview’s “exceptional relative and absolute performance” and ethics.  

A spokeswoman for the Gates Foundation declines to comment.  

Tarpening says his firm has spent about two years on the hunt for a deal. “We got exactly what we wanted,” he says. 

“We wanted the people, and we wanted the product, and we wanted the track record.” Terms were not disclosed. 

The Grandview team’s key contribution is its high-yield strategy, although the firm also has strengths in the bank loan 

sector. High-yield has been in high demand over the last couple of years, says Goran Hagegard, a principal with 

Greenwich Associates. “We see continued high expectations for high-yield, albeit slightly lower than what we have 

seen.”  

Tim Tarpening, Pacific Income Advisers 



 

PIA’s two-pronged approach to high-yield – developing a standalone product in addition to a core-plus offering – may 

reflect a segmented marketplace. Generally, large institutions allocate to high-yield through direct allocations, says 

Hagegard, while “smaller players are normally accessing high yield through a core-plus strategy,” though more have 

taken the direct route in recent years.  

Tarpening says the high-yield product is “not unusual,” but it draws its “value-add” from an emphasis on B-rated 

securities, whereas other high-yield managers might focus on BB-rated securities or, at the other end of the spectrum, 

distressed debt.  

That approach appears to have paid off: Grandview’s product has outperformed the Barclays Capital High-Yield index in 

seven of the last 10 years. Since inception in February 1999, the firm boasts annualized returns of 9.7%, compared to 

6.6% for the index. Even after the Gates Foundation termination, Grandview’s principals continued to manage their own 

assets in the high-yield strategy, which allowed them to retain their track record.  

Last year, when high-yield markets roared back to life after the credit crisis, the firm trailed badly, returning 44.3%, 

compared to 58.2% for the index. But it held on to investor capital in 2008, relatively speaking, with returns of -17.7%, 

versus -26.2% for the index, and that followed four straight years of dramatic outperformance.  

For PIA, the pickup of capabilities in high-yield and bank loans allows the firm to expand its reach beyond investment-

grade bonds. “Our ability to assess risk won’t change,” says Tarpening, but PIA will be able to expand its enhanced core 

strategy – typically known as core-plus– to take additional risk in exchange for higher return potential.  

Meanwhile, if PIA draws notice in the core-plus space, consultants may take a closer look at the firm’s traditional core 

strategy, says Tarpening. “There are definitely consultants that we have talked to over the years that tend to look at the 

managers they have approved on the core-plus or high-yield side when they do core searches,” he says. “And we think 

we have a top-shelf core product and team that in many cases could win business if we were given a higher level of 

consideration.”  

Greenwich’s Hagegard agrees that “broad-based” fixed income shops do tend to receive higher marks from manager 

researchers. The reason: firms with multiple fixed income strategies typically have a bigger set of tools for achieving 

alpha and managing risk.  

That helps to explain the concentration of assets in the fixed income market, where a handful of massive players 

dominate. “Throughout history, bond managers have been able to scale up and add products – and also scale individual 

products – to a much greater extent than equity managers have been able to do,” says Hagegard. 

But that may also be driven by client demand, at least when it comes to developing more core-plus products. In recent 

years, Greenwich has seen “a greater openness” among institutional investors to cross style boxes and reduce manager 

constraints. “That could be a trend that would drive assets toward more core-plus, but I can’t say I see that in the data 

yet,” says Hagegard.  
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We have restated the performance related paragraphs in the FundFire article to reflect net and gross performance as 

follows. 

 

Since inception of the composite, on March 1, 1999, the US High Yield Composite boasts annualized (gross) returns of 

9.7% and (net) returns of 9.2% compared to 6.6% for the index. 

 

Last year, when high-yield markets roared back to life after the credit crisis, the firm trailed badly, returning 44.3% 

(gross) and 43.6% (net), compared to 58.2% for the index. But it held on to investor capital in 2008, relatively speaking, 

with returns of -17.7% (gross) and -18.1% (net), versus -26.2% for the index, and that followed four straight years of 

dramatic outperformance. 

 

U.S. High Yield Composite consist of portfolios whose major concentration is in high yield bonds, both public and private, 

and which may include equity-linked securities purchased in conjunction with a debt security and (until 12/31/08) equity 

securities obtained in exchange offers or insolvency proceedings, and leveraged corporate loans, and which are 

constrained to be substantially fully invested, with minor holdings of cash. Common equity securities are excluded from 

1/1/09 forward. Performance presented from March 1, 1999 through April 30, 2010 was generated while the Portfolio 

Manager was affiliated with a prior firm. The Portfolio Management Team was and is the only individuals responsible for 

selecting the securities to buy and sell. The primary index was formerly the Credit Suisse High Yield Index. The index was 

changed to the Barclays Capital U.S. High Yield Index on May 1, 2010 since we believe it is more commonly recognized as 

the industry standard index for the high yield asset class. There is no minimum account size. 

Returns are presented gross and net of fees and include the reinvestment of all income. Gross and net of fee returns are 

net of all transaction cost. Results are based on fully discretionary accounts under management, including those 

accounts no longer with the firm. The U.S. Dollar is the currency used to express performance. High Yield Composite was 

created in March 1999. The inception date is March 1, 1999. 

Net of fee performance was calculated using the highest annual management fee of 0.50%, applied to the gross results 

on a monthly basis. 

 

Pacific Income Advisers, Inc. (PIA) is an autonomous investment management firm registered under the Investment 

Advisers Act of 1940. PIA manages a variety of fixed income, equity, and balanced assets for primarily United States 

clients. PIA claims compliance with the Global Investment Performance Standards (GIPS®) 

 

To receive a complete list and description of PIA’s composites and or a presentation that adheres to the GIPS® standards, 

contact Nicholas Parenti, at (310) 255-4427 or by email at nparenti@pacificincome.com. 

All investments carry a degree of risk, including loss of principal. It is important to note that there are risks inherent in 

any investment and there can be no assurance that any asset class will provide positive performance over any period of 

time. 

 

The Securities and Exchange Commission has not approved or disapproved these securities. Any representation to the 

contrary is a criminal offense. 

 

 

 

 



 

The Barclays Capital U.S. High Yield Index covers the universe of fixed rate, non-investment grade debt. Eurobonds and 

debt issues from countries designated as emerging markets (e.g., Argentina, Brazil, Venezuela, etc.) are excluded, but 

Canadian and global bonds (SEC registered) of issuers in non-EMG countries are included. Original issue zeroes, step-up 

coupon structures, 144-As and pay-in-kind bonds (PIKs, as of October 1, 2009) are also included. The index includes both 

corporate and non-corporate sectors. The corporate sectors are Industrial, Utility, and Finance, which include both U.S. 

and non-U.S. corporations. The Yankee sector has been discontinued as of 7/1/00. The bonds in the former Yankee 

sector have not been removed from the index, but have been reclassified into other sectors. You cannot invest directly in 

an index. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


