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The TownSquare Enhanced Income Portfolio utilizes a core of individual bond securities designed to maximize cash flow with 
customized duration, cash flow and credit quality. The laddered bond portion of the portfolio will usually include mid-grade 
corporate bonds (B to Baa3-rate) and may also include other non- investment grade, taxable or non-taxable government 
issues as well as other income producing assets such as preferred equities, REIT’s, BDC’s, and MLP’s.

TownSquare
Enhanced Income Portfolio

What is a bond ladder?
Portfolio of bonds constructed such 
that roughly equal amounts are 
maturing each year over the investor’s 
time horizon. 

The bond ladder’s cash flow schedule 
can be tailored to an investor’s specific 
income needs or time frame. Income 
will vary according to available market 
yields but will generally be about 
200bp above the yield level offered in 
investment-grade bonds or core bond 
mutual funds. 

Bonds in the high yield sector may 
experience more market volatility than 
investment-grade bonds, but will still 
generally experience less volatility than 
stocks. The portfolio is designed to 
produce reliable income and ultimate 
return of principal such that the investor 
can weather the market volatility 
inherent in the sector.

Stocks

• Ownership in a company

• Returns produced through dividends and/or 
appreciation in the stock price

• Generally higher risk and higher returns 

Bonds

• Debt of government entity, company or municipality

• Periodic interest payments; principal returned at a 
stated maturity date

• Generally lower returns but greater stability particularly 
in a declining stock market

• Mid-grade bonds utilized in the EIP portfolios provide 
substantially more income versus investment-grade 
bonds, but with less credit risk than lower-rated bonds 
considered “junk bonds”

• Risk is additionally mitigated through careful credit 
analysis and diversification

What is the difference between stocks and bonds?

Maturing principal  
is reinvested at the long  
end of the ladder to  
capture higher rates

Short-term securities  
provide liquidity in 
anticipation of future 
rate increases

*This graphic is intended to 
illustrate the concept of a bond 
ladder and does not represent 

the performance or current yield 
of any specific investment. 

EIP



• INCOME - Periodic interest payments on each bond provide 
predictable income. 

• LIQUIDITY - Large, efficient market in rated bonds of well-known 
companies provides opportunity to liquidate bonds if necessary.

• DIVERSIFICATION - Adding bonds to a portfolio of stocks has 
historically dampened the volatility of a typical balanced portfolio. 
Mid-grade bond returns will generally fall in between that of 
investment-grade bonds and stocks. 

What are the potential benefits of a laddered bond strategy?

Why buy individual bonds vs. a bond fund?
• Ability to tailor the portfolio to individual income needs, cash flow 

needs, risk tolerance, credit preferences, etc.
• Ability to control the purchases and sales of each bond in the 

portfolio to enhance tax efficiency.
• Evaluate the tax effects (federal, state, and local) of each bond 

purchase or sale. 
• Greater ability to control and predict income and capital gains 

distributions. 
• Collateral availability and/or terms.

Why buy bonds if I believe rates are going to rise?
• Ability to weather changes in interest rates by allowing bonds to 

mature thus reducing sensitivity to market values changes as rates 
rise and fall. 

• Continual reinvestment of bond maturities over time as rates rise 
ensures that the yields on the portfolio respond to changes in 
market rates, thus mitigating market value change.

The opinions expressed and material provided are for general 
information, and should not be considered a solicitation for the 
purchase or sale of any security. 
In general, the bond market is volatile, and fixed income securities 
carry interest rate risk. (As interest rates rise, bond prices usually fall, 
and vice versa. This effect is usually more pronounced for longer-term 
securities). Fixed income securities also carry inflation risk, liquidity 
risk, call risk and credit and default risks for both issuers and counter-
parties. Lower-quality fixed income securities involve greater risk of 
default or price changes due to potential changes in the credit quality 
of the issuer. Any fixed-income security sold or redeemed prior to 
maturity may be subject to loss.
Interest income earned from tax-exempt municipal securities generally 
is exempt from federal income tax, and may also be exempt from state 
and local income taxes if you are a resident in the state of issuance. 
A portion of the income you receive may be subject to federal and 
state income taxes, including the federal alternative minimum tax. 
In addition, you may be subject to tax on amounts recognized in 
connection with the sale of municipal bonds, including capital gains 
and “market discount” taxed at ordinary income rates. “Market 
discount” arises when a bond is purchased on the secondary market 
for a price that is less than its stated redemption price by more than a 
statutory amount. Before making any investment, you should review 
the official statement for the relevant offering for additional tax and 
other considerations.

The municipal market can be adversely affected by tax, legislative, or 
political changes and the financial condition of the issuers of municipal 
securities. Investing in municipal bonds for the purpose of generating 
tax-exempt income may not be appropriate for investors in all tax 
brackets or for all account types. Tax laws are subject to change and 
the preferential tax treatment of municipal bond interest income may 
be revoked or phased out for investors at certain income levels. You 
should consult your tax adviser regarding your specific situation. 
TownSquare Capital, LLC does not provide tax or legal advice.
A bond ladder, depending on the types and amount of securities within 
the ladder, may not ensure adequate diversification of your investment 
portfolio. This potential lack of diversification may result in heightened 
volatility of the value of your portfolio.
No current or prospective client should assume that the future 
performance of any specific investment or strategy will be profitable 
or equal to past performance levels. All investment strategies have the 
potential for profit or loss. There can be no assurance that any specific 
investment or strategy will be suitable or profitable for a client’s 
portfolio or that it will match or outperform any particular benchmark. 
Advisory services offered through TownSquare Capital, LLC. The firm 
only transacts business in states where it is properly registered, or is 
excluded or exempted from registration requirements. 

TownSquare Capital  ph: 385-375-8650  fax: 385-375-8646   
5314 River Run Drive Suite 300, Provo, UT 84604
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