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Like Selling Your House in a Hurricane: 

Fixed Income ETFs and the Liquidity Discounts 

As a further sign of market stress, fixed income ETFs are currently trading at deeply discounted rates as compared to the 

value of the underlying assets. 

Fear-generated selling in the fixed income ETF market is happening as if these bond ETFs are stocks. They aren’t. The 

underlying bonds are just like any other individual bond you may own. Try to get a bid on any bond during market stress 

– it will be bad. It’s like accepting a bid on your house during a hurricane. These trades are resulting in significant losses 

for investors. HYD is an example (these are shorter maturity municipal bonds) that we own in many of our ETF 

strategies.  

 

-19.35% discount to NAV is an unacceptable bid. As fiduciary for you, we believe selling bond ETFs in the current 

environment would result in significant liquidity discounts, compromising asset growth for the long-term.   

As of last night’s close, we believe our Tactical Income strategy is trading 3% below NAV. If correct, what you see online 

or in statements would be undervalued. We would expect these discounts to properly revert back to NAV when the dust 

settles. Historically that has been 11-14 business days. 

For a deeper dive into the ETF market factors that created these conditions, 

https://www.bloomberg.com/news/articles/2020-03-12/liquidity-reckoning-of-epic-proportions-is-brewing-in-bond-etfs  

 

Important Disclosures: 

The information contained herein has been prepared by NorthCoast Asset Management LLC ("NorthCoast") on 

the basis of publicly available information, internally developed data and other third party sources believed to 

be reliable. NorthCoast has not sought to independently verify information obtained from public and third 

party sources and makes no representations or warranties as to accuracy, completeness or reliability of such 

information. All opinions and views constitute judgments as of the date of writing without regard to the date 

on which the reader may receive or access the information, and are subject to change at any time without 

notice and with no obligation to update. This material is for informational and illustrative purposes only and is 

intended solely for the information of those to whom it is distributed by NorthCoast. No part of this material 

may be reproduced or retransmitted in any manner without the prior written permission of NorthCoast. 

NorthCoast does not represent, warrant or guarantee that this information is suitable for any investment 

purpose and it should not be used as a basis for investment decisions.  

https://www.bloomberg.com/news/articles/2020-03-12/liquidity-reckoning-of-epic-proportions-is-brewing-in-bond-etfs


PAST PERFORMANCE DOES NOT GUARANTEE OR INDICATE FUTURE RESULTS.  

This material should not be viewed as a current or past recommendation or a solicitation of an offer to buy or 

sell any securities or investment products or to adopt any investment strategy. The reader should not assume 

that any investments in companies, securities, sectors, strategies and/or markets identified or described 

herein were or will be profitable and no representation is made that any investor will or is likely to achieve 

results comparable to those shown or will make any profit or will be able to avoid incurring substantial losses. 

Performance differences for certain investors may occur due to various factors, including timing of 

investment. Investment return will fluctuate and may be volatile, especially over short time horizons.  

INVESTING ENTAILS RISKS, INCLUDING POSSIBLE LOSS OF SOME OR ALL OF THE INVESTOR'S PRINCIPAL.  

The investment views and market opinions/analyses expressed herein may not reflect those of NorthCoast as 

a whole and different views may be expressed based on different investment styles, objectives, views or 

philosophies. To the extent that these materials contain statements about the future, such statements are 

forward looking and subject to a number of risks and uncertainties. 

 


