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As of March 31, 2026

Fund Performance Summary 

In the first quarter of 2026, the Victory Floating Rate Fund (the 
“Fund”) returned 2.10% (A shares without sales charge), topping 
its benchmark, the Morningstar LSTA US Leveraged Loan Index 
(the “Index”), which returned -0.55%. 

Issue selection within the healthcare provider sector was a strong 
contributor to relative performance.  The Fund’s significant 
underweight to software companies and the B- segment of the 
market also helped returns.  The underweight position in the 
media & entertainment sector detracted from performance.

Market and Portfolio Overview 

During the first quarter, the geopolitical fault lines that emerged in 
late February deepened throughout March, as the US-Israeli 
military campaign against Iran escalated beyond initial investor 
expectations in both scale and duration.  As investors 
contemplated slower global growth and higher inflation outcomes, 
the shift catalyzed a swift deterioration in risk appetite, triggering 
a synchronized retreat across equities, bonds, credit spreads, and 
even traditional safe havens. Treasury yields rose and the yield 
curve bear-flattened, with 2-year Treasury yields rising 32 basis 
points to 3.79% and 10-year yields climbing 17 basis points to 
4.32%. The Bloomberg US Treasury Index returned -0.04% for 
the quarter and the US Aggregate index returned of -0.05%. 

The Fund’s benchmark, the Morningstar/LSTA US Loan Index 
(the Morningstar/LSTA Index), posted a -0.55% return for the 
quarter.  Having fallen to a post-2008 crisis low of $76 in March 
2020, average loan prices closed 2025 at $96.64, and finished 
March 2026 lower, at $94.63. The yield-to-maturity of the 
Morningstar LSTA US Loan Index rose from 7.86% at the end of 
December 2025 to 8.31% at the close of March 2026.   By rating 
category, the higher-quality BB-rated loans outperformed lower-
quality B-rated loans this quarter, as investors favored higher 
quality assets towards the latter part of the period. BB-rated loans 
returned 0.71% in the quarter while single Bs returned -0.90% 
and the lower quality CCC segments declined -4.94%.  

Loan default rates edged down during the period while remaining 
well below their historical average, increasing slightly to 1.43% by 
principal amount, compared with 1.23% at the end of the fourth 
quarter of 2025.

Leveraged Loan Market Outlook

With an intermediate-term backdrop of slowly decreasing inflation, 
before the potential effects of tariffs, higher energy costs and 
reasonable yet slowing economic growth, we believe the Federal 
Reserve (Fed) will likely implement any additional rate cuts at a 
cautious pace.

Policy uncertainty over tariffs, government spending and 
immigration as well as the potential impact of the Iran conflict may 
reduce growth in the US, but our expectation remains that the US 
economy will continue expanding, albeit at a slower rate in 2026.  
Loans, as they feature floating rates, have very short durations; 
yet, they may have the potential to take advantage of higher front-
end yields on the Treasury curve.  We believe the Fed is likely to 
continue closely monitoring inflation and growth data, which will 
set the trajectory for additional rate cuts in coming months.  
Concern about the effect of AI on software companies have 
recently reverberated through credit markets.  Software 
represents 12.8% of the US loan market.  Removing software 
paints a less severe picture for the broader loan market. We 
would expect volatility around AI centric names to continue.  The 
Portfolio remains significantly underweight the software sector on 
a combined basis relative to the benchmark.

Collateralized loan obligation (CLO) issuance has been active, 
creating steady demand for loans rated B or higher. We believe 
the loan market’s lack of new borrowers due to limited Mergers & 
Acquisition activity provides a supportive bid for loans, except for 
weaker B- and CCC borrowers which can be problematic for 
CLOs. Private credit funds have refinanced many of these higher 
risk borrowers.  If the economy slides into recession, which is not 
out current view, we would expect defaults to increase and for 
defaults to be concentrated in the lower part of B and the CCC 
ratings buckets. We expect technical factors within the loan 
market to remain favorable as CLOs are the largest owners of 
loans. We believe the loan market is likely to continue seeing 
active issuance with an emphasis on refinancings.
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Investment Performance (%)
Average Annual Returns as of March 31, 2026 

Victory Floating Rate Fund 
(Class A – RSFLX) Q1 2026 YTD 1 Year 3 Year 5 Year 10 Year

Since 
Inception
(12/31/09)

Expense Ratio

Gross Net

A Shares, without sales charge 2.11 2.11 6.98 7.72 4.14 4.99 4.45 1.16 1.01

A Shares, with sales charge (max. 2.25%) -0.18 -0.18 4.62 6.90 3.66 4.75 4.30 1.16 1.01

Morningstar/LSTA US Leveraged Loan Index -0.55 -0.55 4.81 8.00  5.93 5.61 – – –

Source: Victory Capital data analyzed through Zephyr.
Past performance does not guarantee future results. The performance quoted represents past performance and current 
performance may be lower or higher. The investment return and principal value will fluctuate so that an investor’s shares, when 
redeemed, may be worth more or less than the original cost. To obtain performance information current to the most recent 
month-end, visit www.vcm.com. Returns include reinvestment of dividends and capital gains. Performance for periods greater than one 
year is annualized. Performance may reflect certain past fee waivers and/or expense reimbursements, without which performance would 
have been lower. Net expense ratio reflects the contractual waiver and/or reimbursement of management fees through April 30, 2026. 

Carefully consider a fund’s investment objectives, risks, charges and 
expenses before investing. To obtain a prospectus or summary 
prospectus containing this and other important information, visit 
www.vcm.com/prospectus. Read it carefully before investing. 

Other share classes are available for which performance and expenses 
will differ. Not all share classes are available to all investors. 

All investing involves risk, including the potential loss of principal. 
Fixed income securities are subject to interest rate, inflation, credit, 
prepayment, and default risk. The bond market is volatile. Bonds and 
bond funds will decrease in value as interest rates rise and vice versa. 
Credit risk refers to the possibility that debt issuers may not be able to 
make principal and interest payments or may have their debt downgraded 
by ratings agencies. Floating rate loans and similar instruments may be 
difficult to value and illiquid or less liquid than other instruments, meaning 
that the Adviser may not be able to sell them at an advantageous time or 
price, which may adversely affect the Fund. There may be limited public 
information available regarding floating rate loans. In unusual or adverse 
markets, floating rate loans may have higher-than-normal default rates. In 
periods of recession, the Fund’s investments in floating rate loans are 
more likely to decline. High yield securities may be more volatile, be 
subject to greater levels of credit or default risk, and may be less liquid and 
more difficult to sell at an advantageous time or price than higher-rated 
securities of similar maturity. The portfolio is also subject to liquidity risk, 
which is the risk that the Adviser may not be able to sell a security at an 
advantageous time or price, which may adversely affect the 
portfolio. Investments concentrated in an industry or group of industries 
may face more risks and exhibit higher volatility than investments that are 
more broadly diversified over industries or sectors. Companies in 
the consumer discretionary sector are subject to changes in the overall 

international economy; interest rates; competition; consumer confidence; 
and individual disposable income and spending. The portfolio is also 
subject to the risks of product obsolescence, resource depletion and labor 
relations. International investments can be more volatile than the U.S. 
market due to increased risks of adverse issuer, political, regulatory, 
market, or economic developments and can perform differently from U.S. 
investments. Derivatives may not work as intended and may result in 
losses. The value of your investment is also subject to geopolitical risks 
such as wars, terrorism, trade disputes, environmental disasters, and 
public health crises; the risk of technology malfunctions or disruptions; 
and the responses to such events by governments and/or individual 
companies.

Yield to Maturity (YTM) is the total return anticipated on a bond if the 
bond is held until the end of its lifetime.

The views expressed are as of the date noted and are subject to change 
at any time based on market or other conditions. These views should not 
be relied upon as investment advice, as securities recommendations, or 
as an indication of trading intent on behalf of any portfolio. 

The Morningstar LSTA (Loan Syndications and Trading Association) 
US Leveraged Loan Index covers more than 1,100 loan facilities and 
reflects the market-value-weighted performance of U.S. dollar 
denominated institutional leveraged loans.

Distributed by Victory Capital Services, Inc.

©2026 Victory Capital Management Inc.

V17.111 // 1Q 2026 VC Floating Rate Fund COM 

WWW.VCM.COM

20260417-5404300


	Slide Number 1
	Slide Number 2

