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Summary

Global stocks rallied despite banking concerns and central bank 

tightening. Stocks surged in January amid speculation that global 

central banks soon would halt rate hikes. In March, two U.S. bank 

failures and the takeover of Credit Suisse Group triggered 

widespread volatility and worries about the broader banking system. 

U.S. Equity

▪ U.S. stocks advanced but lagged non-U.S. equities.

▪ The market rallied to start the year amid hopes that the Federal 

Reserve (Fed) would soon halt interest rate hikes. Stocks 

subsequently fell amid stronger-than-expected economic data and 

the banking crisis before rebounding late in the quarter.

▪ Large-cap stocks outperformed small-cap stocks, and growth 

stocks significantly outperformed value stocks. 

Non-U.S. Equity

▪ Non-U.S. developed markets again posted strong gains and 

outpaced the U.S.

▪ European stocks rallied as anticipated winter energy shortages 

failed to materialize, and inflation dropped for four straight months 

through February after peaking in October.

▪ Japan’s equity market advanced even though economic growth 

slowed for the second consecutive quarter.

▪ Emerging markets (EM) stocks advanced but lagged developed 

markets stocks.

Indexes

Equity Current Low High Quarter YTD 1 Year

S&P 500 4,109 3,577 4,583 7.50 7.50 -7.73

DJIA 33,274 28,726 35,161 0.93 0.93 -1.98

MSCI EAFE 1,315 1,135 1,334 8.47 8.47 -1.38

MSCI Europe 1,861 1,549 1,890 10.56 10.56 1.38

MSCI Japan 1,218 1,115 1,258 6.19 6.19 -5.23

MSCI Emerging Markets 59,416 52,493 66,572 3.96 3.96 -10.70

Specialty Current Low High Quarter YTD 1 Year

S&P Goldman Sachs Com 574 541 819 -4.94 -4.94 -10.04

FTSE EPRA/NAREIT Global 1,810 1,720 2,384 0.51 0.51 -21.07

U.S. Dollar Index 103 98 114 -0.98 -0.98 4.27
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Spot price is the current market price at which an asset is bought or sold for immediate payment or delivery.

Summary

Fixed-income returns were positive as non-U.S. bonds modestly 

outperformed U.S. bonds in dollar terms.

U.S. Fixed Income

▪ The Bloomberg U.S. Aggregate Bond Index advanced for the 

quarter, led by solid gains for Treasuries.

▪ Investment-grade corporate bonds outperformed the broad bond 

market and Treasuries but narrowly trailed high-yield bonds.

▪ Treasury Inflation-Protected Securities (TIPS) outperformed 

nominal Treasuries.

▪ Municipal bonds advanced but lagged Treasuries.

Global Fixed Income

▪ The Bloomberg Global Aggregate Bond Index rose as the 

weakening dollar aided U.S.-dollar returns from non-U.S. 

investments.

▪ European bond yields fell early in the quarter, surged as 

economic data improved and fell again when global banking 

concerns arose. 

▪ Bond yields in the U.K. followed the same trajectory as Europe, 

ending the quarter slightly lower.

▪ Broad EM bond indices advanced but lagged developed markets.

Quarterly Market Recap | Global Fixed Income
As of 3/31/2023

Indexes

U.S. Fixed Income Current Low High Quarter YTD 1 Year

BB U.S. Aggregate 91.09 85.26 97.82 2.96 2.96 -4.78

BB U.S. Inv Grade Corp 91.60 84.04 100.26 3.50 3.50 -5.55

BB U.S. High Yield Corp 88.34 83.72 97.04 3.57 3.57 -3.34

BB U.S. TIPS 95.77 91.78 109.04 3.34 3.34 -6.06

BB U.S. Municipal 102.38 96.10 105.96 2.78 2.78 0.26

Global Fixed Income Current Low High Quarter YTD 1 Year

BB Glob Agg Unhedged 93.24 89.37 100.66 3.01 3.01 -8.07

BB Global Tsy ex-U.S. (UH) 96.26 94.14 104.78 3.11 3.11 -11.29

JPMorgan CEMBI Broad Div 88.80 82.80 95.12 2.24 2.24 -1.62

JPMorgan EMBI Global Div 818.46 722.80 879.63 1.86 1.86 -6.92

JPMorgan GBI-EM Global Div 405.08 373.28 405.08 5.16 5.16 -0.72

BB=Bloomberg Barclay s; UH=Unhedged

Range

Current and 52-Week Range Returns (%)

Range

Data from 3/31/2022 to 3/31/2023. Past performarnce is no guarantee of future results. See appendix for index definitions.
Source: FactSet
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Global Economy

▪ Tighter Financial Conditions to Weigh on U.S. Growth

▪ Mild Winter May Aid European Economies

▪ China Faces Tenuous Rebound

Inflation

▪ U.S. Inflation Persists

▪ Prices Ease Off Record Highs in Europe

▪ Inflation in China Edges Higher

Monetary Policy

▪ Fed Still Wary of Inflation

▪ European Policymakers Stay Vigilant

▪ China’s Rates Unchanged

Interest Rates

▪ Longer-Maturity Treasury Yields Likely to Ease

▪ Policy Rates Push European Yields Higher

▪ Emerging Markets Rates Remain Higher

Global Macroeconomic Outlook Snapshot
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Opinions and estimates offered constitute our judgment and along with other portfolio data, are subject to change without notice.

Source: American Century Investments.



Global Economy
Recession is still the most likely outcome.
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Tighter Financial Conditions to Weigh on U.S. Growth

While recent U.S. economic data has been mixed, we believe the factors 

weighing on growth will prevail. Despite moderating inflation and healthy labor 

market data, the extended period of high consumer prices combined with 

restrictive monetary policy likely will trigger a recession. 

But the depth and timing of the downturn remain uncertain, largely due to the 

long and variable lag associated with monetary policy’s economic fallout. 

Persistently high inflation hasn’t afforded the Fed the time to gauge the 

economic impact of previous rate hikes, putting growth at risk.

Mild Winter May Aid European Economies

A relatively mild winter has tempered energy prices, which may help 

European countries avoid a severe recession. Similar to conditions in the 

U.S., rising interest rates, still-high inflation and contracting factory activity are 

stifling growth. 

Weak retail sales and sinking consumer and business confidence also point 

to a pending downturn. On a positive note, the services sector rebounded late 

in 2022 amid renewed financial sector activity and post-COVID tourism.

China Faces Tenuous Rebound

Despite lifting its COVID restrictions in late 2022, China is still confronting 

domestic and global economic challenges. Moderating exports, declining 

retail sales, a weak housing market and tighter global financial conditions 

remain headwinds to China’s economic rebound. 

We expect growth to gain more traction in the second quarter, supported by a 

rebound in service consumption and property market stabilization. Other 

developing countries face mixed economic outlooks, but we still expect 

commodity exporters to generally fare better than commodity importers.



Inflation
Relief from higher prices remains elusive.
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U.S. Inflation Persists

Headline and core inflation likely have peaked, but we believe 

consumer prices will stay elevated and notably higher than the 

Fed’s target. While core goods prices have been declining, core 

services costs — particularly rent and labor — remain elevated and 

should keep inflation well above the Fed’s target. Rising interest 

rates and a slowing economy likely will continue to slow down 

demand and cool cyclical inflation. However, if inflation becomes 

embedded in wages, services inflation won’t easily subside. In 

addition, deglobalization trends and labor force shortages likely will 

keep structural inflation firm through the year.

Prices Ease Off Record Highs in Europe

Relatively mild winter weather helped Europe avert a feared energy 

crisis and push inflation off its record high. Similarly, U.K. inflation 

retreated from a 41-year high amid falling energy prices and 

aggressive central bank tightening. Still, inflation remains well 

above central bank targets, and the ongoing war in Ukraine 

continues to threaten the region’s energy supplies and food prices. 

Additionally, if wage growth persists and pressures a broader set of 

prices, inflation may prove to be more entrenched in the European 

and U.K. economies.

Inflation in China Edges Higher

While inflation in China remains below its central bank’s target of 

3%, sharply rising food prices recently fueled an uptick in the 

headline rate. The politburo attributed rising prices to a demand 

resurgence following COVID lockdowns and the Lunar New Year 

holiday. China’s inflation rate remained sharply lower than inflation 

in developed markets and most other emerging markets. Energy 

prices, monetary policy and currency devaluations have led to 

unusually high inflation in parts of the developing world.
CPI: Consumer Price Index measures change in price paid by consumers for a representative basket of 

goods and services.
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Monetary Policy
Rates remain higher for longer.
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Fed Still Wary of Inflation

With the Fed downshifting its rate hikes and some economic indicators 

slowing, we suspect the central bank’s tightening campaign will wind 

down. But with inflation still above the Fed’s comfort zone and the job 

market still robust, we don’t think policymakers will quickly pivot policy. 

While the recent banking sector meltdown raised questions about Fed 

rate-hike plans, we still believe inflation concerns will drive near-term 

policy. The Fed appears more comfortable with the consequences of 

overtightening than the dangers of persistently high inflation. The central 

bank wants to make sure inflation’s slowdown continues and the labor 

market softens before changing course. Current market forecasts call for 

Fed tightening to conclude soon and Fed easing to begin later in the year.

European Policymakers Stay Vigilant

Central bankers in the U.K. and Europe believe inflation likely has 

peaked, but they’re not willing to reverse course any time soon. With 

borrowing costs at a 15-year high, the Bank of England (BofE) dropped its 

pledge to keep raising rates “forcefully.” Observers expect policymakers 

to start reducing the pace of rate hikes as inflation eases further. In the 

wake of record-high inflation, the European Central Bank (ECB) expects 

further rate hikes will be necessary to reach the target inflation rate. 

Forecasts suggest the key BofE lending rate will peak at 4.5% in the 

second quarter of 2023, while the ECB’s rate may exceed 3.5%.

China’s Rates Unchanged

Despite mounting economic headwinds, the People’s Bank of China has 

held its key lending rates steady since August 2022. Nevertheless, 

policymakers remain willing to cut the benchmark mortgage rate if the 

crucial housing market recovery falls short. Maintaining stable policy rates 

should prevent U.S.-China interest rate differentials from widening too far 

while helping to stabilize the yuan. Elsewhere, many EM central banks 

have been aggressive in hiking rates to combat inflation, having ended or 

nearing the end of their tightening campaigns.
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Interest Rates
Yields reach multiyear highs.

9

Yield is a rate of return for bonds and other fixed-income securities. Yield curve is a line graph that shows yields of 

fixed-income securities from a single sector but from a range of different maturities at a single point in time.

Longer-Maturity Treasury Yields Likely to Ease

Amid elevated inflation and aggressive Fed tightening, U.S. bond yields 

recently climbed to multiyear highs. Volatility stemming from banking 

sector unrest recently pushed yields lower. In the near term, we expect 

continued sharp movements in short-maturity yields as the market 

digests ongoing volatility and the Fed’s response. As the Fed slows and 

ultimately ends its rate-hike campaign, shorter-maturity Treasury yields 

should stabilize. However, with growth slowing and recession risk rising, 

longer-maturity yields likely will retreat, underscoring the potential 

advantages of extending duration. 

Policy Rates Push European Yields Higher

Elevated inflation and additional central bank tightening should continue 

to push shorter-maturity European and U.K. government bond yields to 

multiyear highs, even as recession risk escalates. However, similar to

the U.S., longer-maturity bonds should begin to stabilize as the market 

discounts recession and an eventual pause in rate hikes later in the year. 

In the U.K., where the central bank has been raising rates since 

December 2021, government bond yields are rising faster than their 

eurozone counterparts. We expect rates to peak in mid-2023, as growth 

slows, and central banks pause their rate-hike campaigns.

Emerging Markets Rates Remain Higher

Other than China, government bond yields in EM countries are generally 

higher than yields in most developed markets. Facing high inflation and 

potential currency devaluations, many EM central banks started raising 

rates before their peers in developed markets. We believe this dynamic 

should offer some support to select EM currencies along with the 

potential for yield pickup from local rates.-1.0
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Investment Outlook: Global Equity
We think the bank crisis will accelerate the recession timeline as banks tighten their lending standards, essentially doubling down on the 

impact of the Fed's rate-hiking regime.
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Opinions and estimates offered constitute our judgment and along with other portfolio data, are subject to change without notice.

Source: American Century Investments.

U.S. | It’s still too early to be aggressive.

Although stocks have shown signs of life to open 

the year, a likely recession and shrinking 

corporate earnings could lead to a bumpy road 

ahead.

Emerging Markets | EM equities may be poised to turn 

the corner.

We believe EM corporate earnings have bottomed and 
may be on pace to recover faster than developed markets.

Developed Non-U.S. Markets | Moderating Macroeconomic Pressures 

Should Help Global Growth Equities.

Tight monetary policy continues to restrain global stock markets, but we 
believe the overall picture is improving.
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U.S. Investment Grade Corporates 138
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Investment Outlook: U.S. Fixed Income
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U.S. Credit

We are maintaining a more defensive posture amid ongoing market volatility 

and economic uncertainty. We expect inflationary pressures and slower 

economic growth to weigh on corporate profits and credit fundamentals. We 

expect spreads to widen, which we believe will create attractive buying 

opportunities. In terms of sectors, we believe U.S. banks remain subject to 

daily news flow. In our view, technical pressures from capital raising make 

the sector less attractive. We expect trading opportunities, but we plan to 

own the top-tier banks we deem survivors.

U.S. Securitized

Amid continued credit volatility, we favor short-maturity, senior credit 

securities offering attractive yield potential and minimal pricing volatility. We 

also believe collateralized loan obligations (CLOs) and commercial real 

estate CLOs remain appealing. After a significant rally, we have a neutral 

posture toward valuations in the agency mortgage-backed securities (MBS) 

sector.

U.S. Treasury Inflation-Protected Securities (TIPS)

Fed policy has driven short-maturity Treasury yields to attractive levels. We 

also see value in extending duration. Yields at the intermediate-maturity 

portion of the Treasury yield curve appear to be peaking and likely will 

decline as the economy slows.

U.S. Municipals

We currently favor a neutral duration and expect to extend interest rate risk 

as relative value improves. We are generally finding attractive value in 

intermediate- and longer-dated securities. While favorable credit trends 

have moderated, credit fundamentals should remain durable amid an 

economic slowdown, supported by unspent federal recovery funds and 

reserve fund balances. Therefore, we continue to focus on higher-quality 

securities and sectors.

Spreads

Sectors represented as follows. Investment-Grade Corporates: Bloomberg Barclays U.S. Aggregate Corporate Index; 

U.S. High-Yield Corporates: Bloomberg Barclays U.S. Corporate High-Yield Bond Index; U.S. Securitized: Bloomberg 

Barclays U.S. Securitized Bond Index; U.S. Municipals: Bloomberg Barclays Municipal Bond Index; U.S. TIPS: 

Bloomberg Barclays U.S. Treasury Inflation-Protected Securities (TIPS) Index. See glossary for definitions.

Spreads are measured differences or gaps that exist between two interest rates or yields that are being compared with 

each other. Breakeven inflation rate is the difference between the nominal yield on a fixed-income investment and the 

real yield on an inflation-linked investment of similar maturity and credit quality. A municipal yield ratio is the ratio of the

yield of a municipal security of a certain maturity divided by the yield of a U.S. Treasury security of the same maturity.



Investment Outlook: Global Fixed Income
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Non-U.S. Developed Markets

We believe European inflation has peaked and therefore see value in 

long-maturity euro-denominated yields in core countries. We expect the 

European Central Bank to continue raising rates into the summer. 

Therefore, we recently initiated a moderate duration overweight via 

German bunds while maintaining our overweight in semicore countries, 

including France, Finland, Austria and Ireland. The region’s growth 

outlook remains weak, and we believe recession is likely. Elsewhere, we 

have increased our duration overweight in New Zealand, expecting 

inflation to peak and the central bank to end its rate-hiking campaign. 

Also, we recently added an overweight in long-maturity rates in 

Australia, where we see relative value versus U.S. Treasury yields.

Emerging Markets

After a difficult year of tighter global financial conditions and tenuous 

geopolitical conflicts, investor sentiment toward emerging markets 

started 2023 with a more positive tone. The reopening of China and 

improving global financial conditions have provided a hopeful tailwind for 

emerging markets. In our view, Latin American countries are better 

positioned to withstand further shocks. The region has already faced 

tighter monetary and fiscal policies, and inflation has generally peaked. 

Valuations appear attractive for select sovereigns with strong 

fundamentals. However, any stalling of financial conditions and a 

potential global recession in late 2023 remain concerns.

Yields and Spreads

Spreads are measured differences or gaps that exist between two interest rates or yields that are being compared 

with each other. Breakeven inflation rate is the difference between the nominal yield on a fixed-income investment 

and the real yield on an inflation-linked investment of similar maturity and credit quality. A municipal yield ratio is the 

ratio of the yield of a municipal security of a certain maturity divided by the yield of a U.S. Treasury security of the 

same maturity.

Data from 12/31/2011 – 3/31/2023. Source: Bloomberg, FactSet.

Change Average

Treasury Yields (bps) 1 Mo. 3 Mos. 1 Yr 5 Yr 10 Yr

U.S. 443 20 15 370 163 118

E.U. 274 73 99 337 -39 -33

Japan 3 6 9 13 -13 -9

U.K. 353 31 -67 287 75 59

U.S. 388 37 5 237 206 215

E.U. 257 76 46 275 13 46

Japan 41 17 18 35 5 19

U.K. 366 57 -42 269 114 148

2's - 10's Spread -55 17 -10 -134 44 97

10 Year TIPS 158 44 -10 270 2 17

10 Year Breakeven Infl Rate 230 -8 14 -32 205 198

Credit Spreads (bps)

US Investment Grade 121 -2 -26 34 113 118

US High Yield 469 32 -83 188 401 429

Euro Investment Grade 166 -9 -55 69 118 118

EMD Sovereign ($) 195 13 13 36 189 197

EMD Corporate ($) 361 -7 -32 83 315 343

Municipal Data

10-Yr Muni/Treasury Ratio (% ) 68 -8 -17 -1 88 92

30-Yr Muni/Treasury Ratio (% ) 91 -6 -13 11 98 101

AAA vs BAA Spread (bps) 139 5 27 78 111 144
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Asset Class Rising rates, slowing growth and still-high valuations weaken the outlook for stocks. As a result, we see further 

downside risk for equities, especially considering the rally over the last several months. At the same time, higher 

short-term rates make cash much more attractive. Longer-term bond yields are also appealing relative to equities. 

But with the yield curve inverted and inflation still not decisively knocked out, we prefer cash over bonds. Within 

bonds, our economic view means we favor high-quality over high-yield bonds. 

Equity Region With economic growth and earnings expectations for U.S. equities coming down, we see the ongoing stock market 

rebound as a bear market rally. Instead, we’re more sanguine on stocks outside the U.S. We think these markets 

offer more attractive relative valuations and risk/reward after earlier underperformance. Our quantitative view finds 

that momentum and macroeconomic variables are strongly positive outside the U.S.

As with stocks of developed non-U.S. markets, emerging market equities (EME) are attractive relative to U.S. 

markets on our metrics. In part, the rationale is based on our cautious outlook for U.S. equities. At the same time, 

EME valuations are historically cheap after a poor performance in 2022. In addition, China’s economy is reopening 

after years of its zero-COVID policy at a time when commodity prices are strong, and the U.S. dollar is weakening. 

This development has led to a sea change in investor sentiment on EME, where investor inflows are soaring. That 

positive momentum is another reason we are now shifting to an EME overweight.

U.S. Equity

Size & Style

Positioning by size is an opportunity we’ll be evaluating carefully as economic and market conditions evolve in 2023. 

That’s because small-cap growth and value are trading at significant discounts to their average valuations. In 

addition, the valuation spread versus large-cap stocks is the widest in decades. Also, small caps have tended to 

lead large-company stocks exiting recessions. So, we can see the qualitative arguments for small over large at 

some point this year but will be waiting for our quantitative model to confirm the timing. 

One of our longest-running positions is overweighting value versus growth stocks. The rationale for this trade 

remains much the same over time. For example, valuation metrics continue to favor value even after a punishing 

year for growth stocks. We also prefer value-oriented stocks because they tend to populate more defensive sectors 

and produce more predictable earnings. Regardless of growth or value, our managers are emphasizing high-quality 

stocks, defined by healthy balance sheets, high return on invested capital and high recurring revenues.

Fixed Income With higher yield levels, our duration positioning is gradually moving toward more overweight U.S. exposure. 

Country duration positioning favors the U.S., France and Finland against China and Japan. Given heightened 

recession risk, we are defensively positioned within credit exposures, favoring higher-quality and senior, shorter-

duration securitized bonds. However, we continue to believe select holdings, such as municipal bonds and EU 

corporates, remain favorably positioned for an eventual market recovery.

Alternatives A further economic slowdown would not favor real estate investment trusts (REITs). Indeed, our models are now 

negative on REITs versus stocks, bonds and cash. REITs’ recent rebound means that valuations aren’t quite as 

attractive as they had been. As a result, we remain underweight REITs in favor of broader U.S. equity exposure. 

China’s reopening and better growth in select emerging economies present opportunities outside the U.S. that we’ll 

be monitoring carefully.

Investment Outlook: Multi-Asset Strategies

13
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Slide 3  |  Quarterly Market Recap: Global Equity

Chicago Board Options Exchange (CBOE) VIX Index tracks the expected 30-day future volatility of the S&P 500 Index and is a widely used measure of market volatility and risk. 

Dow Jones Industrial Average (DJIA) is made up of 30 blue chip stocks that trade daily on the New York Stock Exchange.

FTSE EPRA/NAREIT Global Index tracks the performance of listed real estate companies and REITs in both developed and emerging markets.

Gold spot price is the price of an ounce of gold, denominated in U.S. dollars.

MSCI EAFE (Europe, Australasia, Far East) Index is a widely followed group of stocks from 20 developed market countries. 

MSCI Emerging Markets Index is a free float-adjusted market capitalization index designed to measure equity market performance of emerging markets.

MSCI Europe Index is designed to measure equity market performance in Europe.

MSCI Japan Index is designed to measure equity market performance in Japan.

Oil (Brent Crude) is type of sweet crude oil that is used as a major benchmark price for purchases of oil worldwide.

S&P 500 Index is composed of 500 selected common stocks, most of which are listed on the New York Stock Exchange. It is not an investment product available for purchase.

S&P Goldman Sachs Commodity Index is a composite index of commodity sector returns representing an unleveraged, long-only investment in commodity futures that is broadly diversified across the spectrum of 

commodities. 

U.S. Dollar Index is a measure of the value of the U.S. dollar relative to a basket of foreign currencies.

VIX Index tracks the expected 30-day future volatility of the S&P 500 Index.

Sources: Standard & Poor’s, MSCI, FTSE International Limited.

©2023 Standard & Poor’s Financial Services LLC. All rights reserved. For intended recipient only. No further distribution and/or reproduction permitted. Standard & Poor’s Financial Services LLC ("S & P") does not guarantee the accuracy, 

adequacy, completeness or availability of any data or information contained herein and is not responsible for any errors or omissions or for the results obtained from the use of such data or information. S&P GIVES NO EXPRESS OR IMPLIED 

WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE IN CONNECTION TO THE DATA OR INFORMATION INCLUDED HEREIN. In no 

event shall S&P be liable for any direct, indirect, special or consequential damages in connection with recipients’ use of such data or information. 

MSCI makes no express or implied warranties or representations and shall have no liability whatsoever with respect to any MSCI data contained herein. The MSCI data may not be further redistributed or used to create indices or financial 

products. This report is not approved or produced by MSCI.

FTSE International Limited ("FTSE") © FTSE [2019]. FTSE® is a trademark of London Stock Exchange Group companies and is used by FTSE under license. All rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors. 

Neither FTSE nor its licensors accept any liability for any errors or omissions in the FTSE indices and/or FTSE ratings or underlying data. No further distribution of FTSE Data is permitted without FTSE's express written consent.
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Slide 4  |  Quarterly Market Recap: Global Fixed Income

Bloomberg Barclays (BB) Global Aggregate Index (unhedged) is a broad-based measure of the global investment-grade fixed income markets and includes the U.S. Aggregate, Pan-European Aggregate, and Asian-

Pacific Aggregate indices. The index also includes Eurodollar and Euro-Yen corporate bonds, Canadian government, agency and corporate securities, and USD investment grade 144A securities.

Bloomberg Barclays (BB) Global Treasury Bond Index (unhedged) is composed of those securities included in the Bloomberg Barclays Global Aggregate Bond Index that are Treasury securities, with the U.S. 

excluded.

Bloomberg Barclays (BB) Municipal Bond Index is a rules-based, market-value-weighted index engineered for the tax-exempt bond market.

Bloomberg Barclays (BB) U.S. Aggregate Bond Index represents securities that are taxable, registered with the Securities and Exchange Commission, and U.S. dollar-denominated. The index covers the U.S. 

investment-grade fixed-rate bond market, with index components for government and corporate securities, mortgage pass-through securities, and asset-backed securities.

Bloomberg Barclays (BB) U.S. Corporate High-Yield Bond Index is an unmanaged index that covers the USD-denominated, non-investment-grade, fixed-rate, taxable corporate bond market.

Bloomberg Barclays (BB) U.S. Corporate Investment-Grade Bond Index consists of publicly issued U.S. corporate and specified foreign debentures that are registered with the Securities and Exchange Commission 

and meet specific maturity, liquidity and quality requirements.

Bloomberg Barclays (BB) U.S. Treasury Inflation Protected Securities (TIPS) Index consists of TIPS with a remaining maturity of one year or more.

Corporate bonds are a type of debt instrument issued by corporations, as distinct from those issued by governments, government agencies or municipalities. Corporate securities typically have the following features: 

1) they are taxable 2) they tend to have more credit (default) risk than government or municipal securities, so they tend to have higher yields than comparable-maturity securities in those sectors; and 3) they are 

traded on major exchanges, with prices published in newspapers.

J.P. Morgan CEMBI Broad Diversified Index is a global, liquid corporate emerging markets benchmark that tracks U.S.-denominated corporate bonds issued by EM entities.

J.P. Morgan EMBI Global Diversified Index tracks U.S.-denominated sovereign bonds issued by emerging market countries.

J.P Morgan GBI-EM Global Diversified Index measures the performance of fixed-rate, investment-grade local currency debt securities. 

Mortgage-backed securities (MBS) are debt instruments that represent ownership in pools of mortgage loans and their payments.

Treasury inflation-protected securities (TIPS) are a special type of U.S. Treasury security that makes upward or downward changes to both principal and coupon interest rates based on inflation.

Sources: Bloomberg Index Services, Inc. and J.P. Morgan.

Slide 9  |  Interest Rates

U.S. Treasuries are debt securities issued by the U.S. Treasury and backed by the direct "full faith and credit" pledge of the U.S. government. Treasury securities include bills (maturing in one year or less), notes 

(maturing in two to 10 years) and bonds (maturing in more than 10 years). They are generally considered among the highest quality and most liquid securities in the world.

Yield is the rate of return on bonds and other fixed-income securities.

Yield curve is a line graph showing the yields of fixed-income securities from a single sector (such as Treasuries or municipals), but from a range of different maturities (typically three months to 30 years), at a single 

point in time (often at month-, quarter- or year-end). Maturities are plotted on the x-axis of the graph, and yields are plotted on the y-axis. The resulting line is a key bond market benchmark and a leading economic 

indicator.
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Asset Backed Securities (ABS) are a form of securitized debt (defined below), ABS are structured like mortgage-backed securities (MBS, defined below). But instead of mortgage loans or interest in mortgage loans, 

the underlying assets may include such items as auto loans, home equity loans, student loans, small business loans, and credit card debt. The value of an ABS is affected by changes in the market's perception of the 

assets backing the security, the creditworthiness of the servicing agent for the loan pool, the originator of the loans, or the financial institution providing any credit enhancement.

Bloomberg Barclays U.S. Aggregate Corporate Index is an unmanaged index considered representative of the U.S. investment-grade, fixed-rate bond market.

Bloomberg Barclays U.S. Corporate High-Yield Bond Index is an unmanaged index that covers the USD-denominated, non-investment-grade, fixed-rate, taxable corporate bond market.

Bloomberg Barclays U.S. Securitized Bond Index is an unmanaged index of asset-backed securities, collateralized mortgage-backed securities, and fixed-rate mortgage-backed securities.

Bloomberg Barclays Municipal Bond Index is a market value-weighted index designed for the tax-exempt bond market.

Bloomberg Barclays U.S. Treasury Inflation Protected Securities (TIPS) Index consists of TIPS with a remaining maturity of one year or more.

Breakeven inflation rate is the difference between the nominal yield on a fixed-income investment and the real yield on an inflation-linked investment of similar maturity and credit quality.

Credit ratings indicate the credit worthiness of the underlying bonds in the portfolio and generally range from AAA (highest) to D (lowest).

Duration is measure of the price sensitivity of a fixed income investment to changes in interest rates. The longer the duration, the more a fixed income investment’s price will change when interest rates change. The 

shorter the duration, the less a fixed income investment’s price will change when interest rates change.

Floating rate bonds are bonds that are typically backed by pools of corporate loans and their payments. They pay an adjustable rate of interest tied to a representative interest rate such as the London Interbank 

Offered Rate (LIBOR).

Futures are contracts that agree to buy or sell a specific amount of a commodity or financial security at a particular price on a stipulated future date. Futures contracts are typically used as a hedging/risk management 

tool in portfolio management.

High-yield bonds are fixed income securities with lower credit quality and lower credit ratings.

Long position is what most people think of as "normal" ownership of an asset or investment, giving the owner the right to transfer ownership, the right to any income generated by the asset, and the right to any profits 

or losses due to value changes. Generally, investors take long positions under the assumption that the value of what they own will increase and/or generate a significant amount of income.

Municipal yield ratio is used to determine the relative value of municipal securities compared with U.S. Treasury securities. The ratio consists of the yield of a municipal security of a certain maturity divided by the yield 

of a U.S. Treasury security of the same maturity.

Securitized Debt is the debt resulting from the process of aggregating debt instruments into a pool of similar debts, then issuing new securities backed by the pool (securitizing the debt). ABS and MBS (defined on 

page 15) and collateralized mortgage obligations are common forms of securitized debt. The credit quality of securitized debt can vary significantly, depending on the underwriting standards of the original debt issuers, 

the credit quality of the issuers, economic or financial conditions that might affect payments, the existence of credit backing or guarantees, etc

Short position refers to the sale of a security not owned by the seller (the seller borrows it for delivery at the time of the short sale). If the seller can buy the security or contract later (to return what was borrowed) at a 

lower price, a profit results. If the price rises, the borrower/seller suffers a loss. It’s a technique used to 1) take advantage of anticipated price declines or 2) to protect a profit in a long position (see long position).

Spreads are measured differences or gaps that exist between two interest rates or yields that are being compared with each other. 

Spread compression or contraction refers to the narrowing of measured differences between two interest rates or yields.

Slide 13  |  Multi-Asset Strategy Outlook

Real estate investment trusts (REITs) are securities that trade like stocks and invest in real estate through properties or mortgages.

Commodities are raw materials or primary agricultural products that can be bought or sold on an exchange or market. Examples include grains such as corn, foods such as coffee, and metals such as copper.
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Prosper With Purpose

Opinions expressed are those of American Century and are no guarantee of future performance of any American Century fund. This material has been prepared for educational purposes only. It is not intended to 

provide, and should not be relied upon for, investment, accounting, legal or tax advice.

Investment return and principal value of security investments will fluctuate. The value at the time of redemption may be more or less than the original cost. Past performance is no guarantee of future results.

The contents of this American Century Investments presentation are protected by applicable copyright and trademark laws. No permission is granted to copy, redistribute, modify, post or frame any test, graphics, 

images, trademarks, designs or logos. This material has been prepared for educational purposes only. It is not intended to provide, and should not be relied upon for, investment, accounting, legal or tax advice.

©2023 American Century Proprietary Holdings, Inc. All rights reserved.
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