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Re: AGL Commentary May 20, 2022 
 
Dear Friend of AGL, 
  
Given the incredible developments so far in 2022, I would like to share our perspective on 
investing now and in the period ahead. 
  
As a starting point, let me describe the tone at the Milken Global Conference in Los Angeles 
which I attended recently. The attendees and speakers were a comprehensive cross section of 
global investors, and all were vocal about existing investments, especially bonds and public 
securities, and corporate credit quality, plus future opportunities. Thousands were present, and 
there was widespread excitement to be attending a “normal” event and having in-person 
meetings. Dualistic perspectives were expressed by many participants, who appeared to be in 
two distinct groups. The comments of total return, price-based managers, and investors, both 
fixed income and public equity, were mostly downbeat, and with many in the “a recession is 
coming” camp. The pessimism contrasted with Private Equity sponsors, and their credit arms 
(Apollo, Ares, etc.), who emphasized the health of portfolio companies (which AGL likewise sees 
in our own funds), and investing opportunities with LBOs and M&A, while also acknowledging 
an unprecedented and uncertain new economic environment. The press reporting on the 
conference emphasized the negative points of the “worried” group only, which made sense 
given the prospects for fixed income and public equity market total returns with rising rates, 
and vast AUM involved. 
  
Meanwhile, since the conference, market conditions, economic prospects and geopolitical 
realities continue to deteriorate. These volatile and deeply unsettled markets present many 
issues, concerns and questions, including what markets may be ”signaling.” The drivers, of 
course, are the worldwide impacts of war, reversal of a decades long Fixed Income bull market 
into a rate hike cycle, and with associated inflation, the Covid lock-downs in China, plus 
increased probability of future recessions in the US and Europe. A 5th driver may be the 
uncertainty as to what interactions these forces will produce, the ramifications of that, and 
how, with what may arguably be structural change, it occurs. It has been said that: “Covid is the 
ultimate change agent.” 
  
The facts are what they are, and the trends clearly negative. Further volatility and price declines 
should be expected. 
  
However, the US economy continues to grow, and inflation does beget higher revenues in many 
cases. The capital markets remain open albeit inhospitable for some asset classes. My own view 
is the US economy’s trajectory has 12-24 months of growth before a “landing” of some sort. A 
leading concern, given no additional exogenous shocks, is stagflation. Clearly the structure of 
consumer demand is changing, both from a “Covid emergence” standpoint (hopefully), and due  
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to lasting changes Covid is making across everything, including businesses. In the former, there 
is likely continued rising demand for services, and persistent difficulty in attracting needed 
workers, which would increase inflationary wage impacts. For the latter, new areas of business 
activity, especially tech enabled sectors, may likewise confront talent shortages exacerbated by 
US immigration policies. These, combined with a slowing economy, could be stagflationary. 
Productivity improvements may also occur, which would ameliorate matters somewhat. 
  
From this perspective, the “market signaling” underway, if we can call it that, is unduly 
pessimistic. By that I don’t mean equity and fixed income valuations are not under continued 
pressure…they are. Rather it is the notion that a recession may be imminent, with not enough 
weight being given to many positive trends, including growth itself and “getting used to Covid.” 
For example, we could have a ‘recession’ (we are ‘technically’ halfway to a one with 2 quarters 
of negative GDP growth) but where the underlying inputs to GDP are widely skewed, such as 
inventories, import/exports, and corporate profits. In addition, the US economy can be 
characterized as continuously having “rolling recessions” by industry (recently energy, currently 
traditional retail, etc.), where some are contracting, others expanding, and the economy overall 
is accelerating, decelerating or in recession. The effects on the participants in the economy of 
“rolling” and future “traditional” recessions will likely vary enormously (and similarly on the 
constituents of a bank loan portfolio unless mitigated by active management). 
So, a large part of public market dynamics, and consumer sentiment, may be an 
overreaction.  Traditional market forces are truly at work, but in this case, sell-side supply from 
price sensitive investors is overwhelming demand. This scenario is exacerbated by the 
demographic fact that most market participants (where were they in 1979?), as well as 
consumers, have so far only experienced a fixed income bull market. As such public market 
price levels likely make sense in valuation terms, but what they portend in terms of outcomes is 
likely pessimistically overstated. 
  
For long-term investors, AGL views this an opportunity. The senior secured floating rate bank 
loan asset class (portfolios, not single loans) is a proven, “all-weather” one, across cycles and 
market crises. Its compelling attributes have perhaps never been so appealing since they came 
into existence as an investor asset class in the 1990s. in addition it is floating rate. Attractive 
investment opportunities are available and on increasingly attractive terms, which will make 
thoughtfully diversified loan portfolios especially compelling. The key here is cash on cash 
absolute returns, especially if reinvested. An often-repeated quote, often attributed to 
Einstein:  “The most powerful force in the universe is compound interest.” The investment 
landscape going forward, as before, will require good judgment, and AGL will continue to use 
utmost care as an investor.  
  



 
 

 
3 

 
Peter Gleysteen | CEO & CIO | Direct: (212) 973-8611 | Mobile: (212) 991-8775 535 Madison Avenue | 

37th Floor | New York, NY 10022 | pgleysteen@aglcredit.com | aglcredit.com  
 

Separately at Milken, I was on the Private Credit Comes of Age panel together with Private 
Credit and Fixed Income CIOs of Invesco, Guggenheim, CQS and the CEO of Antares. I 
emphasized the criticality of portfolio diversification (but not mentioning AGL’s differentiated,  
multidimensional approach we have described to you). My fellow panelists agreed. Everyone 
also emphasized the positives of floating rate senior secured corporate debt. It was a 60 min 
session which some of your colleagues may find of interest, including the AGL’s market size 
“flag” slide, with comparative attributes of the corporate credit asset classes. The link 
is https://milkeninstitute.org/video/private-credit-comes-age  (the moderator misstated AGL 
AUM, which is > $10B, which I let pass). 
  
As always, we seek to share our views and my opinions as AGL’s CIO.  
 
Best, 
 
Peter Gleysteen 
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