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Performance factors
Thrivent Income Fund underperformed
the Bloomberg Barclays U.S. Corporate
Bond Index during the second quarter
by 0.23%. This was driven primarily by
our interest rate and curve positioning.
The Fund was positioned for higher rates
and a steeper Treasury curve, while rates
declined, and the Treasury curve flattened
during the quarter. This move in rates was
primarily due to a second consecutive
month of weaker than expected
payrolls growth. Positive contributors to
performance during the quarter were
strong security selection within both
our investment-grade and high-yield
corporate holdings, overweight allocations
to bank capital securities, lower quality
investment grade corporate bonds, and
so called “reopening credits”, which
will benefit as the economy continues
to reopen. The Fund’s allocations to
collateralized loan obligations (CLO’s) and
U.S. Treasuries also negatively impacted
performance during the quarter.
During the quarter, the Fund continued to
opportunistically add to positions in highyield corporates, particularly those we
believe have a higher likelihood of being
upgraded to investment-grade ratings
over the near-term. We reduced positions
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Executive summary
• Thrivent Income Fund underperformed its benchmark during the second
quarter as the Fund was positioned for higher interest rates and a steeper
Treasury curve, while rates declined, and the curve flattened.
• During the quarter, the Fund continued to opportunistically add to positions in
high-yield corporates, particularly those we believe have a higher likelihood of
being upgraded to investment-grade ratings. The Fund has also been moving
closer to neutral in its curve and duration positioning.
• Current valuations in the investment-grade credit market are now rich, with little
room for excess returns and leaving little cushion against any negative market
developments. However, there is still a generous amount of monetary and fiscal
stimulus to support the economy’s continued recovery, and credit spreads in
the U.S. corporate bond market could remain at these levels until this liquidity
begins to be withdrawn.

in mortgage-backed securities as we
view valuations there as full and believe
they may be negatively impacted by an
eventual Federal Reserve (Fed) tapering
of its purchases. We also added to our
existing overweight in CLO’s, which we
continue to find attractive. The Fund has
been moving closer to neutral in its curve
and duration positioning, as we believe
the biggest move in rates has likely
already occurred earlier this year.
The Fund outperformed the Bloomberg
Barclays U.S. Corporate Bond Index
over the 12-month period by 1.65%.
The Fund’s performance over the last
twelve months was heavily influenced
by its defensive positioning prior to the
Covid-19 pandemic, which allowed the
Fund to aggressively add to risk at very
attractive valuations during the worst of
the market sell-off and the remainder of
2020. As such, the most significant driver
of the Fund’s outperformance during
the twelve-month period was security
selection within our investment-grade
corporate holdings. Security selection
within our high-yield corporates also
contributed to outperformance during the

12-month period. The Fund’s allocations
to mortgage-backed securities and U.S.
Treasuries were the largest negative
contributors to performance during the
period.

Portfolio outlook
Investment-grade credit spreads
continued their grind tighter during the
second quarter, reaching levels that
haven’t been seen since the late 1990’s.
Continued optimism about the re-opening
of the economy, massive fiscal stimulus,
Fed policy that remains very supportive,
and vaccination progress helped drive
spreads tighter. Current valuations are
now rich, with little room for excess returns
and leaving little cushion against any
negative market developments. As such,
we are beginning to have a modestly
higher-quality bias in our portfolios.
However, there is still a generous
amount of monetary and fiscal stimulus
to support the economy’s continued
recovery and credit spreads in the U.S.
corporate bond market could remain at
these levels until this liquidity begins to
be withdrawn. The global demand for

yield should also continue to be supportive for credit spreads.
Corporate credit fundamentals should improve over the course
of 2021, as earnings rebound and companies continue the
process of repairing their balance sheets, reducing the debt they

accumulated during 2020. Finally, we believe the largest move
in interest rates has likely already occurred, but are keeping an
eye on inflation dynamics and their potential impact on the rates
market.

Thrivent Income Fund performance
Average annualized returns (%)

Class S shares | For the period ending June 30, 2021
3 months

YTD

1 year

3 years

5 years

10 years

Thrivent Income Fund
Class S share; Expense ratio: 0.47%

3.32

-0.72

4.95

8.21

5.41

5.33

Bloomberg Barclays U.S. Aggregate
Bond Index1

1.83

-1.60

-0.33

5.34

3.03

3.39

Bloomberg Barclays U.S. Corporate
Bond Index2

3.55

-1.27

3.30

7.79

4.90

5.17

Morningstar Corporate Bond Average3

3.15

-0.75

4.26

7.22

4.71

4.91

Periods less than one year are not annualized.

Financial professionals: contact us at sales@thriventfunds.com or call 800-521-5308
Any indexes shown are unmanaged and do not reflect the typical costs of
investing. Investors cannot invest directly in an index.
Bloomberg Barclays US Aggregate Bond Index measures the
performance of U.S. investment grade bonds.
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Bloomberg Barclays US Corporate Bond Index measures the investment
grade, fixed rate, US taxable corporate bond market.
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The Morningstar average represents the average total return annualized
when greater than one year for all reported funds in the category.
Morningstar averages do not include sales charges/fees. If included,
returns would have been lower.

3

Risks: The Fund’s value is influenced by a number of factors, including
the performance of the broader market, and risks specific to the Fund’s
asset classes, investment styles, and issuers. Debt securities are subject
to risks such as declining prices during periods of rising interest rates
and credit risk, or the risk that an issuer not pay its debt. High yield
securities are subject to increased credit risk as well as liquidity risk. The
value of U.S. government securities may be affected by changes in the
credit rating of the U.S. government and may not be fully guaranteed by
the U.S. government. The value of mortgage-related and other assetbacked securities will be influenced by the factors affecting the housing
market and the assets underlying such securities. The London Interbank
Offered Rate (LIBOR) is being phased out, which brings uncertainty to
instruments tied to it. Foreign investments involve additional risks, such
as currency fluctuations and political, economic and market instability,
which may be magnified for investments in emerging markets. Markets
may also be impacted by domestic or global events, including public
health threats, terrorism, natural disasters or similar events. The Adviser’s
assessment of investments may prove incorrect, resulting in losses or
poor performance. To the extent that the financials sector continues to
represent a significant portion of the Fund, The Fund will be sensitive

to changes in, and its performance may depend to a greater extent on,
factors impacting this sector. The use of derivatives such as futures
involves additional risks and transaction costs. When bond inventories
are low in relation to the market size, there is the potential for decreased
liquidity and increased price volatility. The Fund may engage in active
and frequent trading of portfolio securities, which may result in higher
transaction costs and higher taxes. These and other risks are described
in the prospectus.
This commentary may refer to specific securities which the Fund(s)
may own. This information should not be considered investment advice
or a recommendation of any particular security, strategy or product. A
complete listing of the holdings for each of the Thrivent Mutual Funds is
available on thriventfunds.com.

All data represents past performance. Past performance
does not guarantee future results. The investment return
and principal value of the investment will fluctuate so that
an investor’s shares, when redeemed, may be worth more
or less than the original cost. Current performance may
be lower or higher than the performance data quoted. Call
800-847-4836 or visit thriventfunds.com for performance
results current to the most recent month-end.
Investing involves risks, including the possible loss
of principal. The prospectus and summary prospectus
contain more complete information on the investment
objectives, risks, charges and expenses of the fund,
and other information, which investors should read and
consider carefully before investing. Prospectuses and
summary prospectuses are available at thriventfunds.com or
by calling 800-847-4836.

The distributor for Thrivent Mutual Funds is Thrivent Distributors, LLC,
a registered broker/dealer and member FINRA/SIPC. Thrivent Asset
Management, LLC, an SEC-registered investment adviser, serves as
the investment adviser for the Thrivent Mutual Funds. Both entities are
subsidiaries of Thrivent, the marketing name for Thrivent Financial for
Lutherans.
thriventfunds.com • 800-847-4836
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