
The Multi-Sector Credit Team share perspectives on the fixed income market 
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watch, explore relative value opportunities, and provide insight on their latest 
asset allocation scores by fixed income sub-sector. 
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	� US economic growth is proving resilient; this supports corporate 
fundamentals but equally keeps spreads tight, driving a keener focus on 
asset allocation and uncorrelated opportunities.

	� Liquidity injections from authorities, together with government-sponsored 
enterprise purchases of mortgage-backed securities, could put a near-
term floor under certain markets and have a positive read-across to other 
securitised assets.  

	� Positive real yields, the potential for inflation to move lower as we lap tariff 
impacts, and the prospect of a dovish-leaning US Federal Reserve (Fed) 
chair, lead us to favour the front-end of the yield curve. 

Chart to watch
GSE balance sheet cumulative level and quarter-on-quarter change.
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Source: FRED, St. Louis Fed, Government-Sponsored Enterprises (GSE); Total Assets (Balance Sheet), QoQ = 
quarter-on-quarter, 3Q 2015 to 3Q 2025.  

Washington’s latest policy actions, both from the Trump administration and the Fed, 
are injecting large amounts of liquidity into the financial system, even as officials 
insist they are not reviving quantitative easing (QE). A series of fiscal and regulatory 
steps – including the GENIUS Act, reduced bank capital requirements, and 
directives for federal entities like Fannie Mae and Freddie Mac – are effectively 
boosting credit creation. 

Most notably, the administration has ordered the government-sponsored 
enterprises (GSEs) to purchase US$200 billion of mortgage‑backed securities, 
aiming to push down mortgage rates and support housing demand. In the coming 
months, we will start to see this flow through to the official figures reported in the 
chart above. Meanwhile, the Fed has restarted balance‑sheet expansion by buying 
short‑term Treasury bills, with estimated purchases of US$220–300 billion in the 
first year and over US$54 billion already since mid‑December. Combined with 
recent rate cuts and the expectation for further cuts, the policy mix is unmistakably 
accommodative. This influx of liquidity can buoy asset prices by creating a 
perceived “floor” under markets and placing a lid on fixed income spreads. 

We remain very 
constructive on credit 
as growth remains 
resilient, inflation 
is contained, and 
favorable policy 
action in mortgages 
has the potential to 
trigger positive second 
round effects across 
securitised assets.”
John Lloyd 
Portfolio Manager.
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ASSET ALLOCATION VIEWS
Supportive growth meets tactical opportunities
US Q4 gross domestic product (GDP) growth in mid-January is now tracking well ahead of expectations from just a month 
ago, prompting most economists to remove the prospect of a near-term recession. Looking ahead, we expect above-trend 
growth in 2026, supported by artificial intelligence (AI) driven capital spending (and productivity gains from AI adoption), 
deregulation, and the One Big Beautiful Bill (OBBB) tax package. The labor market appears to be in a “low hire, low fire” 
equilibrium, and recent data have been encouraging, though the Fed remains attentive to downside risks. Easing monetary 
policy and fading tariff impacts further support the growth outlook. With inflation likely to fall – we soon start lapping tariff 
increases – the positive real yield on most fixed income asset classes should look increasingly attractive. 

Spreads remain tight, but this environment should help keep them range bound for longer, increasing our confidence 
that we can at least “earn our carry” across many sectors. We intend to stay tactical in our asset allocation by taking 
advantage of potential sector dislocations. The current regime should be favorable for active managers focused on 
security selection, particularly those who succeed in avoiding downside credit situations. In general, we prefer 
securitized assets over corporates as they have lagged the broader move tighter and offer more room for further 
compression in addition to benefiting from comparatively higher carry. 
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Resi Credit

Spread (bps) 79 78 281 270 119 336 22 67 130

10yr Tights 76 75 268 239 67 245 7 31 55

10yr Wides 305 238 877 754 329 866 75 138 275

10yr Average 121 121 412 391 136 404 37 67 133

Yield to Worst 4.8% 4.5% 6.6% 6.2% 4.6% 6.8% 4.6% 4.3% 4.6%

Source: Janus Henderson Investors, Bloomberg, J.P.Morgan, ICE, Citi, as at 31 December 2025. Spreads shown in basis points (1bp equals 1/100th of a percentage 
point. 1bp=0.01%, 100bps = 1%). Yields shown in USD. US IG: ICE BofA US Corporate Index, Govt OAS (option-adjusted spread over government), yield to worst 
(YTW); EUR IG: ICE BofA Euro Corporate Index, Govt OAS, yield is estimated based on generic US Govt 5-year plus EUR IG Govt OAS; US HY: ICE BofA US High Yield 
Index, Govt OAS, YTW; EUR HY: ICE BofA Euro High Yield Index, Govt OAS, yield is estimated based on generic US Govt 3-year plus EUR HY Govt OAS; EUR AAA CLO: 
J.P. Morgan Euro AAA CLO Index (prior to 31/01/18 Citi Velocity EUR CLO 2.0 AAA Index), swap spread, yield is estimated based on 4-year USD swap rate plus 
spread; EUR BBB CLO: J.P. Morgan Euro CLO BBB Index (prior to 31/01/18 Citi Velocity EUR CLO 2.0 BBB Index), yield is estimated based on 4-year USD swap rate 
plus spread; Agency MBS: Bloomberg US Mortgage Backed Securities (MBS) Index, OAS, yield to worst (YTW); Pan Euro ABS: Bloomberg Pan European Floating 
ABS Bond Index, swap spread, yield is estimated based on 3-month USD swap rate plus spread; US AAA Resi Credit: Non QM AAA (Non-Qualifying Mortgage): J.P. 
Morgan NQM A1 index data is from January 2019 - yield and spread percentiles are calculated from that date. Yield to worst is the lowest possible yield a bond with 
a special feature (such as a call option) can achieve provided the issuer does not default. For an index, this statistic represents the weighted average across all the 
bonds in the index. There is no guarantee that past trends will continue, or forecasts will be realised. Yields may vary over time and are not guaranteed. Actual 
results may vary, and the information should not be relied upon as a performance guarantee.
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Dynamic allocation
We use an internal qualitative and quantitative asset allocation model to evaluate the sectors within our multi-sector 
credit universe. Sectors are rated from -3 to +3 across fundamentals, technical (or market dynamics), and valuations. 
During our asset allocation meeting, the summary of these scores is used to rate sectors relative to each other. The 
result is reflected in portfolio sector allocation. The views and scores are those held at the end of Q4 2025.   

Global high yield  
-3 -2 -1 0 +1 +2 +3 Views

Global High Yield (HY) enjoyed a strong 2025, producing total returns of 8.5%.1 The average 
price on HY bonds is around 98 with yields in the mid-6%.1 Strong performance and inflows in 
2024 and 2025 have raised the AUM of the traditional HY fund base (including ETFs) to a 
record high.2 The default rate at the end of 2025 remains low at 1.9%.2 We anticipate another 
year of low defaults given improved index quality and a supportive growth outlook. Supply is 
not expected to increase as much as elsewhere and demand remains high.

Global investment grade 
-3 -2 -1 0 +1 +2 +3 Views

Corporate earnings and consumer spending remain resilient, but broad investment grade 
(IG) looks unattractive given tight spreads, unfavorable breakevens, and a heavy supply 
pipeline, leading us to have negligible exposure. We are particularly cautious on the IG 
technology sector, where hyperscalers are expected to drive a meaningful share of new 
issuance. We look for selective opportunities within IG based on fundamental narratives or 
tactical dislocations, but at current spread levels we see better value in securitized assets. 

CLOs 
-3 -2 -1 0 +1 +2 +3 Views

Collateralized loan obligations (CLOs) continue to tighten, with AAA tranches of new 5nc2 
(5-year maturity and 2-year non-call period) deals pricing at ~125 basis points (bps) of spread 
in Europe and inside 120bps in the US. Similarly, BBB tranches of these new deals are now 
coming at ~265bps in Europe and inside 250bps in the US. We currently see the best value in 
EU AA tranches. As spreads tighten, the option cost embedded in CLOs decreases (as the call 
becomes less likely), making them more attractive on a relative basis. In compressed spread 
environments where carry remains important but convexity is limited, we favor CLOs versus 
corporates. We score AAA +0.5 and BBB 0.

CMBS 
-3 -2 -1 0 +1 +2 +3 Views

Commercial mortgage-backed securities (CMBS) continue to trade well, with December new 
issue supply met by strong demand. We expect issuance to remain elevated and continue to 
seek opportunities in the primary market. We prefer single-asset single-borrower (SASB) 
transactions across offices, retail, industrials, and hotels, where fundamentals and deal 
structures appear attractive. The overall market is firm, supported by limited secondary supply 
and well-funded investors eager to deploy capital. We are cautious, however, on multi-family 
SASB in New York City due to landlord-punitive laws being put in place on rent control. 

Mortgage-related debt 
-3 -2 -1 0 +1 +2 +3 Views

Our positive view on mortgage-backed securities (MBS) is underpinned by strong technicals, 
reasonable valuations, and supportive fundamentals – most notably substantial buying from 
GSEs. This additional demand helps absorb relative value selling from money managers as 
well as new origination. Mortgages can also behave in a counter-cyclical manner, making 
their risk adjusted carry attractive. A further steepening of the yield curve would only 
strengthen the fundamental backdrop. Outside of Agency MBS, AAA spreads in the low 100s 
for Residential MBS and resi products compensate investors for short duration cash flows, 
and despite pockets of heavy supply, new deals are oversubscribed.3 Senior tranches offer 
robust credit enhancement and stable cash flows. We score Agency MBS +1.5, RMBS +1.

1 Source: ICE BofA Global High Yield Index, USD total return in year to 31 December 2025, yield to worst, as of 31 December 2025. Past performance does not 
predict future returns. 2 Source: J.P. Morgan Markets, 2025 High Yield Annual Review. Default rate is from JPM and includes distressed exchanges. 3 Source: BofA, 
Non-Agency MBS Weekly, 16 January 2026. 

Key Negative Neutral Positive Score change since the previous quarter
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Loans 
-3 -2 -1 0 +1 +2 +3 Views

The bifurcation theme in loans remains firmly in place. Stressed names continue to share a 
common profile: high leverage and mediocre operating performance. We have observed 
recent weakness in French loan issuers, where we remain cautious. Performing loans 
continue to trade well in the secondary market. A large share is comfortably above par, fueling 
a wave of repricings. The more compelling opportunities lie in the primary market, where new 
deals still price at a discount to high yield and come with a fresh six months of call protection, 
enhancing near term carry and mitigating early refinancing risk. We continue to prefer Euro 
loans where 25bps extra margin in Euro tranches vs US tranches remains the norm. We score 
US loans at -0.5 and EU loans at 0.

ABS 
-3 -2 -1 0 +1 +2 +3 Views

Asset-backed securities (ABS) remains a broad sector, and we continue to be selective – 
particularly within non‑prime consumer, where challenges persist in certain pockets. 
Within subprime specifically, we think it prudent to stay higher in the capital stack and 
focus on established sponsors and programs. Esoteric ABS segments have seen strong 
supply trends and continue to offer value, providing more tailored commercial‑asset 
exposure away from traditional consumer loans. The digital infrastructure sector, 
especially the data‑center subsector, will be important to watch. Data-center ABS 
valuations have cheapened somewhat into the turn of the year as the market anticipates 
continued supply in the coming months, yet we think they may still not fully reflect the 
significant expected uptick in issuance for 2026.

Emerging market debt
-3 -2 -1 0 +1 +2 +3 Views

We continue to expect emerging market (EM) economies to outgrow developed markets 
(DM) over the coming years, even as near term DM growth forecasts have been revised 
higher. Supply in EM debt is not anticipated to rise as sharply as in other asset classes. 
Against a backdrop of increasing global diversification away from the US, EM remains 
structurally under-owned, leaving room for allocations to expand. EM B-rated bonds now 
screen very tight versus DM Bs, while BBs sit closer to the middle of their historical ranges. 
We remain neutral on EM, appreciating its strong fundamentals while noting that recent 
strong performance makes it more difficult to justify overweight allocations.

References made to individual securities do not constitute a recommendation to buy, sell or hold any security, investment strategy or market sector, and should not 
be assumed to be profitable. Janus Henderson Investors, its affiliated advisor, or its employees, may have a position in the securities mentioned.
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The role of duration
Our economic outlook remains constructive. We continue to use duration primarily as a hedge against spread risk, with most 
of our exposure at the front end. This helps dampen volatility and offers upside if growth slows. We remain less constructive 
on the long end given our positive view on US growth, persistent inflation pressures, large fiscal deficits, and challenges to 
Fed independence. The Fed’s dot plot signals only one cut in 2026 versus the market expecting two. The timing of cuts is 
uncertain, particularly with a more dovish incoming Fed chair but data that may not justify additional easing. Rate spread 
correlations remain negative, underscoring duration’s effectiveness as a volatility buffer. Multisector funds have recently 
benefited from a balanced mix of interest rate and credit spread risk, and we expect this dynamic to persist.

Fixed income indices returns (%)
2020 2021 2022 2023 2024 2025

Global Investment 
Grade 
8.26%

Global High Yield
2.53%

EUR ABS
1.13%

Global High Yield
13.66%

Global High Yield
10.71%

Emerging Markets 
Debt

14.30%

US Treasury
8.00%

AAA CLOs
1.40%

AAA CLOs
1.05%

Emerging Markets 
Debt

11.09%

AAA CLOs
7.06%

Global High Yield
10.02%

US Aggregate
7.51%

EUR ABS
1.28%

US CMBS
-10.20%

Euro Aggregate
9.61%

Emerging Markets 
Debt

6.54%

US MBS
8.58%

US CMBS
6.76%

US CMBS
-0.33%

Global High Yield
-11.05%

Global Investment 
Grade
9.10%

EUR ABS
6.09%

US CMBS
7.56%

Global High Yield
6.73%

Global Investment 
Grade 
-0.79%

Global Aggregate
-11.22%

AAA CLOs
8.68%

US CMBS
5.89%

US Aggregate
7.30%

Global Aggregate
5.58%

US MBS
-1.04%

US MBS
-11.81%

Global Aggregate
7.15%

Euro Aggregate
4.31%

Global Investment 
Grade 
7.08%

Euro Aggregate
5.37%

Global Aggregate
-1.39%

US Treasury
-12.46%

EUR ABS
6.80%

Global Investment 
Grade  
3.69%

US Treasury
6.32%

Emerging Markets 
Debt

5.26%

US Aggregate
-1.54%

US Aggregate
-13.01%

US Aggregate
5.53%

Global Aggregate
3.40%

AAA CLOs
5.45%

US MBS
3.87%

Emerging Markets 
Debt

-1.80%

Global Investment 
Grade  

-14.11%

US MBS
5.05%

US Aggregate
1.25%

EUR ABS
5.20%

AAA CLOs
2.54%

Euro Aggregate
-2.07%

Euro Aggregate
-15.27%

US CMBS
4.71%

US MBS
1.20%

Global Aggregate
4.86%

EUR ABS
1.56%

US Treasury
-2.32%

Emerging Markets 
Debt

-17.78%

US Treasury
4.05%

US Treasury
0.58%

Euro Aggregate
3.35%

Source: Bloomberg, as at 31 December 2025, total returns in USD or USD hedged. YTD = year to date. Global Investment Grade: Bloomberg Global Aggregate 
– Corporate Index (USD hedged); Global High Yield: Bloomberg Global High Yield Index (USD hedged; Global Aggregate: Bloomberg Global Aggregate Index (USD 
hedged); Euro Aggregate: Bloomberg Euro Aggregate (USD hedged); US Aggregate: Bloomberg US Aggregate; AAA CLOs: J.P. Morgan CLO (AAA) Index; US CMBS: 
ICE BofA US Fixed Rate CMBS Index; US MBS: Bloomberg US Mortgage Backed Securities (MBS) Index; EUR ABS : Bloomberg Pan European Floating ABS Bond 
Index (USD hedged); Emerging Market Debt (hard currency): J.P. Morgan EMBI Global Diversified USD; US Treasury: Bloomberg US Treasury Index.  
Note: Past performance does not predict future returns. 
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We would be pleased to talk in more detail about any views within this document and our thinking more broadly.

Glossary
Above par: When a bond trades above par, it means that the bond’s current market price is higher than its face value (also 
known as its par value). This typically occurs when the interest rate environment has changed since the bond was issued, 
specifically when market interest rates have declined below the bond’s coupon rate.
Agency Mortgage-Backed Securities (Agency MBS): A type of asset-backed security that is specifically secured by a 
collection of mortgages. These securities are issued by one of the three government-sponsored enterprises (GSEs): Fannie 
Mae (Federal National Mortgage Association), Freddie Mac (Federal Home Loan Mortgage Corporation), or Ginnie Mae 
(Government National Mortgage Association). They buy mortgages and either hold them to maturity or repackage them into 
Agency MBS, which helps provide liquidity to the mortgage market.
Asset-backed Securities (ABS): These are financial instruments that are backed by a pool of assets—typically those that 
generate a cash flow from debt, such as loans, leases, credit card balances, or receivables.
Call option: In bonds this typically refers to being able to call (repay) a bond early, i.e. before its maturity date; this creates 
reinvestment risk for the bondholder as prevailing interest rates may be less favorable than the rate on the bond.
Carry: Return earned from a security assuming its price remains unchanged. For a bond, carry is essentially the income 
generated by the bond less the cost of financing.
Collateral: In a securitisation, collateral refers to the pool of financial assets that are bundled together to form the basis of a security. 
Commercial Mortgage-Backed Securities: A type of mortgage-backed security that is secured by the loan on commercial real 
estate properties rather than residential real estate.
Convexity: In the context of bonds, convexity measures how a bond’s price sensitivity to interest rate changes (duration) 
changes as interest rates fluctuate. Convexity quantifies how much more the bond’s price will increase when interest rates fall, 
or how much more the price will decrease when interest rates rise, compared to what duration alone would predict.
Correlation: The degree to which two variables move in relation to each other. A value of 1.0 implies movement in parallel, -1.0 
implies movement in opposite directions, and 0.0 implies no relationship.
Duration: Duration can measure how long it takes, in years, for an investor to be repaid a bond’s price by the bond’s total cash 
flows. Duration can also measure the sensitivity of a bond’s or fixed income portfolio’s price to changes in interest rates. The 
longer a bond’s duration, the higher its sensitivity to changes in interest rates and vice versa.
Fiscal policy: Government policy related to setting tax rates and spending levels.
Fundamentals: In the context of corporate debt, “fundamentals” refer to the essential financial health indicators and 
characteristics of a company that suggest its ability to meet debt obligations.
High yield bond: Also known as a sub-investment grade bond, or ‘ junk’ bond. These bonds usually carry a higher risk of the 
issuer defaulting (failing to meet payments), so they are typically issued with a higher interest rate.
Hyperscalers: Companies providing cloud, networking, and internet services at a massive scale, typically involving expansive 
data centers.
Investment grade bond: A bond typically issued by governments of companies perceived to have a low risk of defaulting on 
their payments, reflected in the higher rating given to them by credit ratings agencies. 
Liquidity: How quickly and easily an asset can be bought and sold (and/or converted into cash). Higher money supply typically 
increases liquidity. 
Litigation finance: Third-party funding of a claimant’s legal costs in exchange for a share of the proceeds from a successful lawsuit.
Loans: Also called “Leveraged loans”. Loans to companies that tend to be rated below investment grade. 
Monetary policy: The policies of a central bank aimed at influencing inflation and economic growth. Monetary policy tools 
include setting interest rates and controlling the supply of money.
Quantitative Easing (QE): A central bank monetary policy occasionally used to increase the money supply and lower financing 
costs by buying government securities or other securities from the market.
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Important information
References made to individual securities do not constitute a recommendation to buy, sell or hold any security, investment strategy or market sector, and should not 
be assumed to  be profitable. Janus Henderson, its affiliated advisor, or its employees, may have a position in the securities mentioned.
The views presented are as of the date published. They are for information purposes only and should not be used or construed as investment, legal or tax advice or as 
an offer to sell, a solicitation of an offer to buy, or a recommendation to buy, sell or hold any security, investment strategy or market sector. Nothing in this material 
shall be deemed to be a direct or indirect provision of investment management services specific to any client requirements. Opinions and examples are meant as an 
illustration of broader themes, are not an indication of trading intent, are subject to change and may not reflect the views of others in the organization. It is not intended 
to indicate or imply that any illustration/example mentioned is now or was ever held in any portfolio. No forecasts can be guaranteed and there is no guarantee that 
the information supplied is complete or timely, nor are there any warranties with regard to the results obtained from its use. Janus Henderson Investors is the source 
of data unless otherwise indicated, and has reasonable belief to rely on information and data sourced from third parties. Past performance does not predict future 
returns. Investing involves risk, including the possible loss of principal and fluctuation of value.
Not all products or services are available in all jurisdictions. This material or information contained in it may be restricted by law, may not be reproduced or referred to 
without express written permission or used in any jurisdiction or circumstance in which its use would be unlawful. Janus Henderson is not responsible for any unlawful 
distribution of this material to any third parties, in whole or in part. The contents of this material have not been approved or endorsed by any regulatory agency.
Janus Henderson Investors is the name under which investment products and services are provided by the entities identified in the following jurisdictions: (a) Europe by 
Janus Henderson Investors International Limited (reg no. 3594615), Janus Henderson Investors UK Limited (reg. no. 906355), Janus Henderson Fund Management UK 
Limited (reg. no. 2678531), Tabula Investment Management Limited (reg. no. 11286661), (each registered in England and Wales at 201 Bishopsgate, London EC2M 3AE 
and regulated by the Financial Conduct Authority) and Janus Henderson Investors Europe S.A. (reg no. B22848 at 78, Avenue de la Liberté, L-1930 Luxembourg, Luxembourg 
and regulated by the Commission de Surveillance du Secteur Financier); (b) the U.S. by SEC registered investment advisers that are subsidiaries of Janus Henderson 
Group plc; (c) Canada through Janus Henderson Investors US LLC only to institutional investors in certain jurisdictions; (d) Singapore by Janus Henderson Investors 
(Singapore) Limited (Co. registration no. 199700782N). This advertisement or publication has not been reviewed by Monetary Authority of Singapore; (e) Hong Kong by 
Janus Henderson Investors Hong Kong Limited. This material has not been reviewed by the Securities and Futures Commission of Hong Kong; (f) South Korea by Janus 
Henderson Investors (Singapore) Limited only to Qualified Professional Investors (as defined in the Financial Investment Services and Capital Market Act and its sub-
regulations); (g) Japan by Janus Henderson Investors (Japan) Limited, regulated by Financial Services Agency and registered as a Financial Instruments Firm conducting 
Investment Management Business, Investment Advisory and Agency Business and Type II Financial Instruments Business; (h) Australia and New Zealand by Janus 
Henderson Investors (Australia) Limited (ABN 47 124 279 518) and its related bodies corporate including Janus Henderson Investors (Australia) Institutional Funds 
Management Limited (ABN 16 165 119 531, AFSL 444266) and Janus Henderson Investors (Australia) Funds Management Limited (ABN 43 164 177 244, AFSL 444268); 
(i) the Middle East by Janus Henderson Investors International Limited, regulated by the Dubai Financial Services Authority as a Representative Office. This document 
relates to a financial product which is not subject to any form of regulation or approval by the Dubai Financial Services Authority (“DFSA”). The DFSA has no responsibility 
for reviewing or verifying any prospectus or other documents in connection with this financial product. Accordingly, the DFSA has not approved this document or any other 
associated documents nor taken any steps to verify the information set out in this document, and has no responsibility for it. The financial product to which this document 
relates may be illiquid and/or subject to restrictions on its resale. Prospective purchasers should conduct their own due diligence on the financial product. If you do not 
understand the contents of this document you should consult an authorised financial adviser. No transactions will be concluded in the Middle East and any enquiries 
should be made to Janus Henderson.  We may record telephone calls for our mutual protection, to improve customer service and for regulatory record keeping purposes.
Outside the U.S.: For use only by institutional, professional, qualified and sophisticated investors, qualified distributors, wholesale investors and wholesale clients as 
defined by the applicable jurisdiction. Not for public viewing or distribution. Marketing Communication.
Janus Henderson® and any other trademarks used herein are trademarks of Janus Henderson Group plc or one of its subsidiaries. © Janus Henderson Group plc.

FOR MORE INFORMATION, PLEASE VISIT JANUSHENDERSON.COM

Residential Mortgage-backed Securities (RMBS): A type of mortgage-backed security that is secured by the interest in 
residential real estate loans. 
Real yield: The yield on an investment after adjusting for inflation.
Spread: The credit spread is the difference in yield between securities with similar maturity but different credit quality, often 
used to describe the difference in yield between corporate bonds and government bonds.
Spread risk: The potential for financial loss that arises from the widening of the credit spread between two debt securities.
Yield-to-worst: The lowest yield a bond with a special feature (such as a call option) can achieve provided the issuer does 
not default.
Yield curve: This plots the yields (interest rate) of bonds with equal credit quality but differing maturity dates. Typically, bonds 
with longer maturities have higher yields.

Bank loans often involve borrowers with low credit ratings whose financial conditions are troubled or uncertain, including 
companies that are highly leveraged or in bankruptcy proceedings.

Collateralized Loan Obligations (CLOs) are debt securities issued in different tranches, with varying degrees of risk, and 
backed by an underlying portfolio consisting primarily of below investment grade corporate loans. The return of principal is not 
guaranteed, and prices may decline if payments are not made timely or credit strength weakens. CLOs are subject to liquidity 
risk, interest rate risk, credit risk, call risk and the risk of default of the underlying assets.

Diversification neither assures a profit nor eliminates the risk of experiencing investment losses.

Fixed income securities are subject to interest rate, inflation, credit and default risk. As interest rates rise, bond prices usually 
fall, and vice versa. High-yield bonds, or “ junk” bonds, involve a greater risk of default and price volatility. Foreign securities, 
including sovereign debt, are subject to currency fluctuations, political and economic uncertainty and increased volatility and 
lower liquidity, all of which are magnified in emerging markets.

Securitized products, such as mortgage- and asset-backed securities, are more sensitive to interest rate changes, have 
extension and prepayment risk, and are subject to more credit, valuation and liquidity risk than other fixed-income securities.


