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Looking for direction in fixed income?

Lower quality credit-sensitive assets have been in favor this year as inflation data has come down and growth
has been stable. If those conditions change, what should investors expect?

Economy
Stable growth Recession
Fed pauses and then begins gradually cutting rates to neutral Fed responds by cutting rates quickly and aggressively
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§ Credit may outperform duration Duration may outperform credit
- e.g., high-yield corporates and high-yield munis, non-Agency MBS e.g., investment-grade bonds, Treasuries, munis, Agency MBS
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Fed resumes tightening to address persistent inflation Fed’s ability to ease is limited by high inflation
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%" Credit and duration may both underperform
e.g., ultra-short bonds, cash e.g., short-term bonds

Source: Columbia Threadneedle Investments.

The views expressed are as of the date given, may change as market or other conditions change and may differ from views expressed by other Columbia Management Investment Advisers, LLC (CMIA) associates or affiliates. This information is
not intended to provide investment advice and does not take into consideration individual investor circumstances. Since economic and market conditions change frequently, there can be no assurance that the trends described here will continue
or that any forecasts are accurate. Investing involves risk including the risk of loss of principal. There are risks associated with fixed-income investments, including credit risk, interest rate risk, and prepayment and extension risk. In general, bond
prices rise when interest rates fall and vice versa. This effect is usually more pronounced for longer term securities. Non-investment-grade (high-yield or junk) securities present greater price volatility and more risk to principal and income than
higher rated securities.
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