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15 YEARS OF FLOATING-RATE DISCIPLINE
Portfolio Manager Michael Marzouk discusses the macro signals he is watching, the case for floating-rate 
income, and why credit selection remains critical after 15 years of managing through changing markets.

With inflation and interest-rate 
uncertainty still central to the outlook, 
which macro indicators are you  
watching closely?
The single biggest risk to leveraged loans is a spike 
in corporate defaults, which usually results from a 
deep recession. Although AI spending has recently 
become important in driving economic growth, the 
consumer has historically been – and will likely 
continue to be – a primary driver of the economy. 
The best macro indicator we monitor for the health 
of the consumer is jobs data, specifically jobs 
growth. Jobs data is key; everything else is just 
noise. If jobs roll over, it likely means equities are 
significantly lower and credit spreads are 
significantly wider.

Do you think markets are pricing the 
path of interest rates appropriately?
Markets rarely price future interest rates correctly. 
Just look at 2022. Currently, given continued 
geopolitical uncertainty, higher oil prices, and fiscal 

The U.S. economy has remained resilient despite elevated interest rates, persistent inflation concerns, and 
geopolitical disruptions. Meanwhile, the market continues to send mixed signals on how to digest those factors 
as well as the implications of artificial intelligence.

For income-oriented investors, that backdrop has renewed attention on floating-rate loans, which can offer 
attractive income potential while helping limit sensitivity to changes in interest rates.

As Aristotle Floating Rate Income Fund (PLFRX) marks its 15-year anniversary, since inception on June 30, 2011, 
Michael Marzouk, CFA, senior managing director and portfolio manager at Aristotle Pacific Capital shares his 
perspective on the macro indicators that matter most, how the investment team thinks about different rate 
environments, and why disciplined credit selection remains central to the fund’s approach.

deficit spending, it certainly feels like rates are 
going to stay higher for longer.

How are you positioning the portfolio for 
a range of interest rate scenarios?
Simply put, we focus on investing in good 
businesses, regardless of which way interest rates 
go. That said, we tend to focus on non-cyclical 
credits, which are less susceptible to adverse 
changes in interest rates, and we avoid cyclical 
credits that tend to do poorly when interest rates 
increase, such as autos or building products.

In today’s market, what role can a 
floating-rate income strategy play 
within a diversified portfolio?
Loans generate an attractive coupon today of 
around 7%, among the highest for an asset class 
available to investors. This provides a good buffer 
and a margin of error in the event of economic 
turbulence. In addition, in periods of rising rates, 
floating-rate loans historically have outperformed 
other fixed income asset classes. 



For more information about  
Aristotle Floating Rate Income Fund,

visit AristotleFunds.com
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As the fund marks its 15-year 
anniversary, what has changed most in 
the floating-rate loan market – and what 
has stayed the same?
Credit selection is as important today as it was 
when the fund launched 15 years ago. Perhaps the 
biggest difference is that active management is 
even more critical today than a decade ago. Given 

the lack of financial covenants and rise of creditor-
on-creditor violence via liability management 
exercises (LMEs), exiting poorly performing credits 
before significant price erosion occurs is key to 
success. All this means is that downside risk 
mitigation will continue to be important and will 
differentiate strong loan managers from  
weaker ones.
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The views expressed are as of the publication date and are presented for informational purposes only. These views should not be considered as 
investment advice, an endorsement of any security, mutual fund, sector or index, or to predict performance of any investment or market. Any 
forward-looking statements are not guaranteed. All material is compiled from sources believed to be reliable, but accuracy cannot be guaranteed. 
The opinions expressed herein are subject to change without notice as market and other conditions warrant. 

Investors should consider a fund’s investment goal, risk, charges and expenses carefully before investing. The prospectus 
contains this and other information about the fund and can be obtained at www.AristotleFunds.com. It should be read carefully 
before investing.
The Floating Rate Income Fund is subject to liquidity risk (the risk that an investment may be difficult to purchase, value, and sell particularly 
during adverse market conditions, because there is a limited market for the investment, or there are restrictions on resale) and credit risk (the risk 
an issuer may be unable or unwilling to meet its financial obligations, risking default). High-yield/high-risk bonds (“junk bonds”) and floating-rate 
loans (usually rated below investment grade) have greater risk of default than higher-rated securities/higher-quality bonds that may have a lower 
yield. The Fund is also subject to foreign-markets risk.
© 2026 Morningstar, Inc. All Rights Reserved. The information contained herein: (1) is proprietary to Morningstar; (2) may not be copied or 
distributed; and (3) is not warranted to be accurate, complete or timely. Neither Morningstar nor its content providers are responsible for any 
damages or losses arising from any use of this information. Past performance is no guarantee of future results.
The Morningstar Medalist Rating is the summary expression of Morningstar’s forward looking analysis of investment strategies as offered via 
specific vehicles using a rating scale of Gold, Silver, Bronze, Neutral, and Negative. The Medalist Ratings indicate which investments Morningstar 
believes are likely to outperform their Morningstar Category average on a risk adjusted basis over time. Investment products are evaluated on 
three fundamental pillars (People, Parent, and Process) and the Medalist Rating Price Score, which forms the basis for Morningstar’s conviction in 
those products’ investment merits and determines the Medalist Rating they are assigned. Pillar ratings take the form of Low (2), Below Average (1), 
Average (0), Above Average (+1), and High (+2). Pillars may be evaluated via an analyst’s qualitative assessment (either directly to a vehicle the 
analyst covers or indirectly when the pillar ratings of a covered vehicle are mapped to a related uncovered vehicle) or using algorithmic 
techniques. The cost of an investment product is evaluated using the Medalist Rating Price Score, which is a continuous score running from 
negative 2.5 to positive 2.5 based on the percentile rank of a vehicle’s expense ratio within its Morningstar Category. Morningstar combines the 
pillar scores and Medalist Rating Price Score using predetermined weights for actively and passively managed vehicles to calculate a weighted 
score. The weighted score is then compared to a set of fixed numeric thresholds employed consistently across Morningstar Categories and 
regions, with separate thresholds for actively and passively managed investments. Rating thresholds are reviewed at least annually. Buffers and 
ratings caps are employed to prevent frequent ratings changes. When analysts directly cover a vehicle, they assign the fundamental pillar ratings 
based on their qualitative assessment, subject to the oversight of the Analyst Rating Committee, and monitor and reevaluate them approximately 
once a year. When vehicles are covered either indirectly by analysts or by algorithm, the ratings are assigned monthly. For more detailed 
information about the Medalist Ratings, including their methodology, please visit: http://global.morningstar.com/managerdisclosures. The 
Morningstar Medalist Ratings are not statements of fact, nor are they credit or risk ratings. The Morningstar Medalist Rating (i) should not be used 
as the sole basis in evaluating an investment product, (ii) involves unknown risks and uncertainties which may cause expectations not to occur or 
to differ significantly from what was expected, (iii) is not guaranteed to be based on complete or accurate assumptions or models when 
determined algorithmically, (iv) involves the risk that return targets will not be met due to unforeseen changes in management, technology, 
economic development, interest rate development, operating and/or material costs, competitive pressure, supervisory law, exchange rates, tax 
rates, or political and social conditions, and (v) should not be considered an offer or solicitation to buy or sell the investment product. A change in 
the fundamental factors underlying the Morningstar Medalist Rating may result in the rating no longer being accurate. Analysts do not have any 
other material conflicts of interest at the time of publication. Users wishing to obtain further information should contact their local Morningstar 
office.
Investing involves risk. Principal loss is possible. 
 
Foreside Financial Services, LLC, distributor.

Definitions:

Liability Management Exercises (LMEs) are debt restructuring transactions used by issuers to manage liabilities, extend 

maturities, improve liquidity, or reduce borrowing costs. 


