New York Life Investments
Guide to Generating Income
INCOME STRATEGIES FOR TODAY’S PERSISTENT LOW-RATE ENVIRONMENT

LOWER RATES HAVE COMPRESSED YIELDS, REDUCING BOTH
CURRENT INCOME AND FUTURE RETURN POTENTIAL
At the end of 2020, a staggering $18.4 trillion in global investment grade bonds were trading with negative
yields. In the U.S., Treasury bond yields significantly declined and sit near all-time lows. The persistence
of these conditions is causing anxiety among income investors, but this isn’t an entirely new problem.
In fact, interest rates have been moving lower for decades (Figure 1).

Figure 1: The search for yield — an all too familiar dilemma
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Source: New York Life Investments Multi Asset Solutions, Bloomberg LP, Standard and Poor’s, as of 12/31/20. US 10Y Treasury Bond Yield is represented by
the U.S. 10-year Treasury note at the start of each decade. Returns are total returns annualized over that decade. Past performance is no guarantee of future
results, which may vary. An investment cannot be made directly into an index.
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Shifting monetary policy and a secular decline in yields have served to both reduce future return
expectations on traditional fixed income assets and render it difficult to generate portfolio income in
any meaningful way. While vaccine distribution is predicted to instill hope into the market — potentially
driving a period of above-trend economic growth — the Fed has maintained its “lower for longer”
sentiment. Further, technological advancement, lower birth rates, and slower potential Gross Domestic
Product (GDP) growth point to structurally persistent lower interest rates, while the significant amount
of cash currently on the sidelines also exerts downward pressure on U.S. yields.
The impact of these “lower for longer” rates? While investors have tended to rely on core bonds as the
cornerstone of their income strategy, this approach has become riskier and less efficient. As shown in
Figure 2, the yield of core bonds has decreased dramatically while duration — which measures the
sensitivity of a bond’s price to changes in interest rates — has increased significantly. With higher duration
and lower yields, the risk/reward tradeoff is not the same as it was 15 years ago.

Figure 2: Core bonds have become riskier over time
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Source: Bloomberg Barclays, as of 12/31/20. Core bonds represented by Bloomberg Barclays US Aggregate Bond Index. Yield is represented by yield-to-worst.
Yield-to-worst is the lowest potential yield that can be received on a bond without the issuer actually defaulting. Duration indicates the years it takes to receive a
bond’s true cost, weighing in the present value of all future coupon and principal payments. An investment cannot be made directly into an index.
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ACTIVE MANAGEMENT TAKES ON ADDED IMPORTANCE
With overall tighter spreads and yields, the impact that active management and finding relative value can
have on an income portfolio is that much more powerful. In fact, in today’s low-rate world, we believe active
management is necessary to improve the total return profile of income portfolios. And, while yields are lower
than historical norms, there are still pockets of opportunity that experienced active managers — particularly
those with a proven track record of success — can uncover. Skilled active managers look to take advantage
of current dynamics and opportunistically select underlying bonds based on income and total return potential,
while managing risks through rigorous credit and market analysis.

RETHINKING INCOME GENERATION
In this complex environment, income investors are faced with a seemingly impossible challenge of
finding yield without relaxing risk standards. It is simply not possible to employ traditional income
strategies and generate the same results as years past. Fortunately, there are a variety of income
solutions beyond traditional fixed income investments. While some may be lesser known, they can
provide yield potential, deliver important diversification benefits, offer opportunity for total return
enhancement, and may be able to help insulate portfolios from current market risks.

The following sections highlight three investment strategies that can go beyond a traditional
approach to help generate income potential in today’s persistent low-rate environment:

1.

2.

3.

TAX-EXEMPT
STRATEGIES:

TAXABLE
MUNICIPAL
BONDS

FLOATING
RATE
LOANS

INSURED AND
SHORT-TERM MUNIS
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1.

TAX-EXEMPT MUNICIPAL BONDS —
MAKE EVERY BASIS POINT MATTER

÷

MainStay MacKay Short Term Municipal Fund (MSTIX)*
IQ MacKay Municipal Insured ETF (MMIN)*

Municipal bonds remain an excellent source of tax-free income potential, total return potential, and
diversification. Not only can municipal bonds help investors keep more of the income they earn, but they
are generally considered lower risk alternatives compared to other income strategies. With anticipated
tax reforms on the horizon as well as substantial COVID-19-related costs and diminished revenues that
may lead state and local governments to raise taxes, tax-advantaged investments like municipal bonds
will be beneficial. Active management is critical in assessing risks and opportunities amid these structural
changes compounded by the inefficient nature of the municipal bond market.
When factoring in the benefit of this tax-exempt feature, both MainStay MacKay Short Term Municipal
Fund (MSTIX)* and IQ MacKay Municipal Insured ETF (MMIN)* have delivered higher after-tax income
than comparable U.S. corporate bonds, with substantially lower risk. Both funds offer a resilient, low
volatility approach to income generation.
n

MSTIX’s short duration and high-quality portfolio composition make it a compelling solution as investors
look to move cash off the sidelines and into the market. More so, it has historically delivered relatively
low fluctuation of its NAV.

n

MMIN offers access to insured municipal bonds, which have provided attractive risk-adjusted total
return, while adding a layer of protection in volatile markets, with lower default risk. As an active muni
ETF, MMIN delivers premier active management at a low cost along with all the structural benefits of
an ETF vehicle, including transparency, and liquidity.

n

Both MSTIX and MMIN are actively managed by the experienced professionals at MacKay Municipal
Managers, the minds behind munis.

* Click on the fund name for the most current fund page, which includes the prospectus, investment
objectives, performance, risk, and other important information. Returns represent past performance,
which is no guarantee of future results. Current performance may be lower or higher. Investment
return and principal value will fluctuate, and shares, when redeemed, may be worth more or less
than their original cost.
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Figure 3: Keep more of what you earn, with less of the risk
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on the highest tax rate of 40.80% (37% tax bracket plus 3.80% for Medicare surcharge). MSTIX and MMIN yields are SEC 30-Day Yield; MSTIX had no reimbursements
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guarantee of future results, which may vary. An investment cannot be made directly into an index.

* Click on the fund name for the most current fund page, which includes the prospectus, investment
objectives, performance, risk, and other important information. Returns represent past performance,
which is no guarantee of future results. Current performance may be lower or higher. Investment
return and principal value will fluctuate, and shares, when redeemed, may be worth more or less
than their original cost.
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2.

TAXABLE MUNICIPAL BONDS —
A NEW APPROACH TO TRADITIONAL CORE FIXED INCOME

÷

MainStay MacKay U.S. Infrastructure Bond Fund (MGOIX)*

An often overlooked and lesser known asset class, taxable municipal bonds are an attractive solution
for income investors looking for an alternative to fixed income bond exposures. While taxable municipals
are comprised of the same municipal sectors and issuers that we’ve long been accustomed to on the
tax-exempt municipal side, the “taxable” nature provides the opportunity to apply their compelling
attributes to accounts that typically have no exposure to municipal bonds (i.e. qualified plans, pensions,
endowments, foundations).
n

We believe taxable municipal bonds will provide a global fixed income “oasis” as strong demand for
taxable municipal bonds spurs issuance and reduces tax-exempt supply.

n

Municipal bonds have historically had higher credit quality and more stable credit ratings than corporate
bonds, even during recessions. Over 76% of U.S. municipal bonds outstanding are A1-rated or better;
only a small portion are below investment grade. In contrast, only about 10% of the global corporate
bond market is AA-rated, and half is below investment grade.1

n

Municipals have had significantly lower default rates compared to corporates. In fact, since 1970,
on average, global corporate bonds have defaulted at more than 60x the rate of municipals.1

MainStay MacKay U.S. Infrastructure Bond Fund (MGOIX)* is managed by MacKay Municipal
Managers, recognized leaders in the municipal bonds space with a track record of success and a suite
of highly rated municipal solutions. The tenured team relies on credit analysis, yield curve positioning,
and sector rotation to uncover compelling opportunities. Due to its lower correlation to stocks, as
well as other fixed income asset classes, MGOIX provides portfolio diversification without sacrificing
credit quality.

* Click on the fund name for the most current fund page, which includes the prospectus, investment
objectives, performance, risk, and other important information. Returns represent past performance,
which is no guarantee of future results. Current performance may be lower or higher. Investment
return and principal value will fluctuate, and shares, when redeemed, may be worth more or less
than their original cost.
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Figure 4: MGOIX offers a unique level of exposure to taxable munis vs. peers
The average peer holds large allocations in securitized (MBS, ABS, CMBS), corporates,
and U.S. government securities, while holding only 1% in taxable municipal bonds.
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Past performance is no guarantee of future results, which may vary. An investment cannot be made directly into an index.

* Click on the fund name for the most current fund page, which includes the prospectus, investment
objectives, performance, risk, and other important information. Returns represent past performance,
which is no guarantee of future results. Current performance may be lower or higher. Investment
return and principal value will fluctuate, and shares, when redeemed, may be worth more or less
than their original cost.
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3.

FLOATING RATE LOANS —
HIGHER YIELD PICK-UP WITH NEAR-ZERO DURATION

÷

MainStay Floating Rate Fund (MXFIX)*

While investors tend to gravitate towards floating rate loans only when short-term rates — as determined
by Fed policy — are expected to increase, they can benefit a portfolio when longer-term yields (i.e. 10-year
Treasury) are rising — as they are today. Not only are floating rate loans generating considerably higher
levels of income than traditional core bonds, but they also offer portfolio diversification benefits given low
correlation to other fixed income securities, and low interest rate risk given near-zero duration.
Why is this important? Based on today’s low interest rates, a small increase in longer-term rates can
depreciate enough principal from a core bond investment to offset a full year’s worth of income. In fact,
from August through mid-November, the 10-year Treasury yield almost doubled from its record low of 0.52%,
without much movement on the front end of the curve. During this 3-month period of curve steepening,
U.S. Treasurys and investment grade corporates sold-off while floating rate loans appreciated in value.
Playing defense against duration when the curve is steepening is just as important as playing offense when
the Fed is increasing short-term rates. New issue credit spreads in loans have also widened and with the
addition of LIBOR floors, we expect this will drive even higher loan yields for the foreseeable future.
By not being included in Spring 2020 Fed stimulus programs, floating rate loans offer a unique relative
value opportunity. Amid current price dislocations, it is the ONLY major fixed income asset class selling
at prices below its long-term medians.
Highly rated MainStay Floating Rate Fund (MXFIX) seeks to take advantage of current market dynamics
and has generated consistent results.
n

Proven track record: MXFIX has demonstrated competitive returns and consistent top
quartile performance.

n

Conservative quality-focused approach: Actively managed by NYL Investors, MXFIX adheres to
a disciplined, conservative investment process with notably lower allocations to CCC-rated loans
compared to competitors.

n

Experienced manager: NYL Investors entered the market in 1994 and now manages $6bn in
leveraged loans for both retail and institutional clients.

* Click on the fund name for the most current fund page, which includes the prospectus, investment
objectives, performance, risk, and other important information. Returns represent past performance,
which is no guarantee of future results. Current performance may be lower or higher. Investment
return and principal value will fluctuate, and shares, when redeemed, may be worth more or less
than their original cost.
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Figure 5: MXFIX: Higher yield than investment grade with almost zero duration
MXFIX has offered investors an opportunity for current income potential with significantly less
exposure to interest rate risk.
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Source: Bloomberg Barclays and JP Morgan, as of 12/31/20. High yield represented by Bloomberg Barclays US Corporate High Yield Index; Emerging market debt
represented by JP Morgan EMBI Global Diversified Index; Corporate bonds represented by Bloomberg Barclays US Corporate Bond Index; Short duration corporates
represented by Bloomberg Barclays US Corporate 1-3 Yr Index; Core bonds represented by Bloomberg Barclays US Aggregate Bond Index. MXFIX yield is represented
by SEC 30-Day Yield for MXFIX based on net investment income for the 30-day period ended 12/31/20 divided by the offering price per share on that date. MXFIX
had no reimbursements for this time period. Yields for other share classes will vary. Index yields are represented by yield-to-worst. Past performance is no guarantee
of future results, which may vary. An investment cannot be made directly into an index.

* Click on the fund name for the most current fund page, which includes the prospectus, investment
objectives, performance, risk, and other important information. Returns represent past performance,
which is no guarantee of future results. Current performance may be lower or higher. Investment
return and principal value will fluctuate, and shares, when redeemed, may be worth more or less
than their original cost.
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INCOME SOLUTIONS FOR THE CURRENT ENVIRONMENT
The need for income isn’t going anywhere and neither are near-zero interest rates. While the traditional
methods of generating income have become less promising, reaching for yield amid heightened market
uncertainty may end up negatively impacting an investor’s long-term objectives. In short, unique markets call
for new investment ideas. At New York Life Investments, we don’t just believe in constructing a high-potential
income portfolio, but also one that is resilient and can hold-up through market cycles. We believe active
management is more critical than ever and a strategic, diversified approach to income generation can help
investors achieve both short-term and long-term success.

Figure 6: Strong, alternative income strategies for today’s low-rate world
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This is a hypothetical illustration showing relative potential risk and yield. Risk based on standard deviation. Past performance is no guarantee of future results, which
may vary. An investment cannot be made directly into an index.

* Click on the fund name for the most current fund page, which includes the prospectus, investment
objectives, performance, risk, and other important information. Returns represent past performance,
which is no guarantee of future results. Current performance may be lower or higher. Investment
return and principal value will fluctuate, and shares, when redeemed, may be worth more or less
than their original cost.
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DEFINITIONS
Bloomberg Barclays US Aggregate Index measures the investment
grade, U.S. dollar-denominated, fixed-rate taxable bond market, including
Treasurys, government-related and corporate securities, mortgage-backed
securities (agency fixed-rate and hybrid adjustable-rate mortgage
pass-throughs), asset-backed securities, and commercial mortgagebacked securities.
Bloomberg Barclays US Corporate Index measures the investmentgrade, fixed-rate, taxable corporate bond market. It includes USDdenominated securities publicly issued by U.S. and non-U.S. industrial,
utility, and financial issuers.

Diversification does not ensure a profit or protect against a loss in a
declining market.
Down-capture ratio measures how the fund performed relative to
the index during periods when the index has fallen.
Duration indicates the years it takes to receive a bond’s true cost,
weighing in the present value of all future coupon and principal payments.
LIBOR, London Interbank Offered Rate, is the rate at which the most
creditworthy banks from around the world offer to lend money to
one another.

Bloomberg Barclays US Corporate 1-3 Yr Index measures the
investment grade, fixed-rate, taxable corporate bond market with
1-3 year maturities.

Non-investment-grade (high-yield or junk) securities present greater
price volatility and more risk to principal and income than higher rated
securities.

Bloomberg Barclays US Corporate High Yield Index covers the
universe of fixed rate, non-investment grade corporate debt that meet
specified maturity, liquidity, and quality requirements.

SEC 30-Day Yield is based on net investment income for the 30-day
period divided by the offering price per share on that date. Unsubsidized
30-Day Yield reflects what the yield would have been without the effect
of waivers and/or reimbursements.

JP Morgan EMBI Global Diversified Index tracks the traded
market for U.S.-dollar-denominated Brady bonds, Eurobonds, traded
loans, and local market debt instruments issued by sovereign and
quasi-sovereign entities.

Standard deviation measures how widely dispersed a fund’s returns
have been over a specified period of time. A high standard deviation
indicates that the range is wide, implying greater potential for volatility.

Active management is the use of a human element, such as a single
manager, co-managers or a team of managers, to actively manage a
fund’s portfolio. Active management strategies typically have higher
fees than passive management.

Tax-equivalent yield is the pretax yield that a taxable bond needs to
possess for its yield to be equal to that of a tax-free municipal bond.

Alpha measures a fund’s risk-adjusted performance and is expressed
as an annualized percentage.

Yield-to-maturity (YTM) is the total return anticipated on a bond if
the bond is held until it matures.

Correlation is a statistical measure that calculates the strength of the
relationship between the relative movements of two variables.

Yield-to-worst is the bond yield computed by using the lower of either
the yield-to-maturity or the yield-to-call on every possible call date.

Yield is the income return on an investment, such as the interest or
dividends received from holding a particular security.

A credit rating is an assessment of the creditworthiness of a borrower
in general terms or with respect to a particular debt or financial obligation.
Credit rating agencies typically assign letter grades to indicate ratings.
Standard & Poor’s, for instance, has a credit rating scale ranging from
AAA (excellent) and AA+ to C and D. A debt instrument with a rating
below BBB- is considered to be speculative or non-investment grade.
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ABOUT RISK
Before considering an investment in these Funds, you should understand that you could lose money.
ETFs trade like stocks, are subject to investment risk and will fluctuate in market value. Investments in infrastructurerelated securities may expose a fund to potential adverse economic, regulatory, political, legal and other changes
affecting such investments. Issuers of securities in infrastructure-related businesses are subject to a variety of factors
that may adversely affect their business or operations, including high interest costs in connection with capital construction
programs, high leverage, costs associated with environmental or other regulations and the effects of economic slowdowns.
Market risk may affect a single issuer, sector of the economy, industry, or the market as a whole. Funds that invest
substantially in municipal securities will be affected by tax, legislative, regulatory, demographic or political changes,
as well as changes impacting a state’s financial, economic or other conditions. A relatively small number of tax-exempt
issuers may necessitate the fund investing more heavily in a single issuer and, therefore, be more exposed to the risk of
loss than a fund that invests more broadly. Non-investment-grade (high-yield or junk) securities present greater
price volatility and more risk to principal and income than higher rated securities. Floating rate funds are generally
considered to have speculative characteristics that involve default risk of principal and interest, collateral impairment,
non-diversification, borrower industry concentration, and limited liquidity. Liquidity risk may also refer to the risk that the
Fund may not be able to pay redemption proceeds within the allowable time period because of unusual market conditions,
unusually high volume of redemptions, or other reasons. Foreign investments subject the fund to risks, including
political, economic, market, social and others within a particular country, as well as to currency instabilities and less
stringent financial and accounting standards generally applicable to U.S. issuers. Risks are enhanced for emerging
market issuers. The principal risk of mortgage-related and asset-backed securities is that the underlying debt
may be prepaid ahead of schedule, if interest rates fall, thereby reducing the value of the fund’s investment. If interest
rates rise, less of the debt may be prepaid. Treasury securities are backed by the full faith and credit of the United
States government as to payment of principal and interest if held to maturity. Interest income on these securities is
exempt from state and local taxes.
For Registered Representatives and Agents: Please note that not all products may be available for sale. Please
consult your firm guidelines.
1. Source: Moody’s US Municipal Bond Defaults and Recoveries 1979–2018, as of August 2019; Moody’s Trends in
Global Corporates Rating Transitions 1983–2018, as of August 2019.

For more information about MainStay Funds® and IndexIQ ETFs, call 800-624-6782 for a prospectus or
summary prospectus. Investors are asked to consider the investment objectives, risks, and charges and
expenses of the investment carefully before investing. The prospectus or summary prospectus contains
this and other information about the investment company. Please read the prospectus or summary
prospectus carefully before investing.
For more information
800-624-6782
newyorklifeinvestments.com

“New York Life Investments” is both a service mark, and the common trade name, of certain investment advisors affiliated with New York Life
Insurance Company. The MainStay Funds® are managed by New York Life Investment Management LLC and distributed through NYLIFE Distributors
LLC, 30 Hudson Street, Jersey City, NJ 07302, a wholly owned subsidiary of New York Life Insurance Company. IndexIQ® is an indirect, wholly owned
subsidiary of New York Life Investment Management Holdings LLC and serves as the advisor to the IndexIQ ETFs. ALPS Distributors, Inc. (ALPS) is the
principal underwriter of the ETFs. NYLIFE Distributors LLC is a distributor of the ETFs. ALPS Distributors, Inc. is not affiliated with NYLIFE Distributors
LLC. NYLIFE Distributors LLC is a Member of FINRA/SIPC.
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