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Risk Tools
Duration Relative to Benchmark

Yield Curve Positioning 

Sector Allocation
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Durations and Returns
Index Duration YTD Return 2023 Return

Aggregate 6.06 2.94% 5.53%

1 - 3 Year 1.76 4.16% 4.65%

Intermediate 4.34 3.43% 5.18%

10+ Year 13.58 0.68% 6.36%
Bloomberg US Aggregate, Bloomberg 1-3 Yr US Aggregate, Bloomberg US Intermediate Aggregate, Bloomberg 10+ Yr US Aggregate, 

As of November 30, 2024|Bloomberg
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Source: Bloomberg

Drivers of Yield Changes
Inflation (Decline in Purchasing Power)

Economic Strength or Weakness

Market Anticipating Fed Policy
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Supply Chain Pressures Easing

As of November 2024 | Bloomberg, Federal Reserve Bank of New York
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Global Supply Chain Pressure Index (LHS) Consumer Price Index YoY% (RHS) Lagged 6 Months

Inflation 
likely to 

fall
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Yields Positively Correlated with GDP

As of November 30, 2024 | Bloomberg
2024 estimate of Nominal GDP is based on the Survey of Professional Forecasters projected Real GDP (2.7%) and inflation (3.1%) numbers for the U.S. for 2024. 
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Cumulative Excess Savings Cushion Has Been Spent

As of September 30, 2024 | Federal Reserve Bank of San Francisco
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Note: Excess savings is calculated as the accumulated difference in actual de-annualized personal savings versus the trend implied by 
data for the 48 months leading up to the first month of the 2020 recession as defined by the NBER

Covid stimulus 

created a huge 

savings cushion!
Those savings have all 

been spent, there is no 

cushion!

($BN)U.S.Real Personal Savings
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Quarterly Filings for Chapter 11 Bankruptcy Protection

As of September 30, 2024 | Bloomberg | Company Financials
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Market Anticipates Fed Policy

As of November 30, 2024 | Bloomberg

4.75% FFR 

4.15% 2-Yr
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Yield Curve

In a Fed hiking cycle, short-term rates rise more than long-term 
rates. This dynamic is called a “flattening” of the yield curve.

In a Fed cutting cycle, short-term rates fall more than long-term 
rates. This dynamic is called a “steepening” of the yield curve.
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As of November 30, 2024 | Bloomberg

Yield Curve Changes
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US Treasury Actives Curve: Average 12/31/10 - 12/31/2019

Nov 2024

Average 2010-2019 November 2024 Difference
3 Month 0.62% 4.49% +3.87%

2 Year 0.98% 4.15% +3.17%
5 Year 1.61% 4.05% +2.44%

10 Year 2.31% 4.17% +1.86%
30 Year 3.07% 4.36% +1.29%

3 Month - 30 Year 2.45% -0.13% -2.58%

Average 
2010-2019

3M 6M  2 Yr            5 Yr                      10 Yr                                                       20 Yr           30 Yr
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Sector Allocation
Corporate Spreads 

Mortgage Spreads 

Relative Value
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As of November 30, 2024 | Bloomberg

Average Option Adjusted Spreads OAS

78 bps
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Very
 tight spreads, 
nowhere near 

recession 
levels
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September 30, 2002 through September 30, 2024 | Bloomberg

Corporate Spreads at Levels Associated with Low Returns
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Corporate OAS 
Now at 78 bps!! 

(11-30-24)
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Gulf War
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Mortgage Option Adjusted Spreads (OAS)

41 bps

Spreads seem 
average but 

there’s more to 
the story
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MBS Market is Trading at Historically Low Prices

Indice: Bloomberg US Mortgage-Backed Securities
As of November 30, 2024 | Bloomberg
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Wow! Almost entire MBS 
market is under par

Technicals are great!
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Yield Table Analysis

As of December 18, 2024 | Bloomberg

Spread is negative (23) to Treasuries at a
worst case prepayment - 0 (zero)

With huge upside potential if rates 
decline and prepayments accelerate

Prepayment

Yield
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Summary and Outlook
• Duration management, yield curve positioning, and sector

exposure are key risks to monitor in your fixed income
manager’s portfolio.

• Expect to see lower yields as the economy continues to
decelerate and inflationary pressures continue to moderate.

• In the bond market, expect corporate spreads to widen and for
the yield curve to steepen.
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