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Stay on top of fixed-income markets with this monthly update.

One way to understand where opportunity lies in the broad fixed-income market is to 
look at bond spreads — which measure the difference in yield between a bond and a 
risk-free benchmark like U.S. Treasuries. Our proprietary Spread Monitor measures this 
difference by examining 15 years of data. 

Yield spreads can give market observers a quick snapshot of sentiment. For instance, 
when investors feel less confident and favor bonds — which have historically been less 
risky — yield spreads widen and investors are “paid more” to take on risk. Comparing 
current spreads relative to historical levels helps investors evaluate opportunities across 
fixed-income sectors.

Key takeaways June 2022

•Fears of a recession are driving greater differences in performance between higher and 
lower credit quality assets.

•The compensation for assuming more risk is hovering near long-term averages for many 
credit sectors. But because of ongoing economic uncertainty, investors may want to be 
more defensive by focusing on quality and liquidity.

•We favor higher quality assets like agency mortgages and investment-grade corporate 
bonds, which may offer better risk-reward going forward.



Bottom line
Credit spreads are one metric that investors can use to gauge the appropriateness of 
risk compensation in the bond market. A more thorough understanding of risk versus 
reward allows us to identify opportunities as they emerge and position portfolios for 
value.

Learn more about the importance of understanding spreads from Gene Tannuzzo, Global Head 
of Fixed Income. 

Download transcript

https://www.columbiathreadneedleus.com/blog/columbia-threadneedle-risk-compensation-monitor
https://www.columbiathreadneedleus.com/binaries/content/assets/cti-blog/tannuzzo_2022_spread-products_1221_transcript.pdf
https://www.columbiathreadneedleus.com/blog/columbia-threadneedle-risk-compensation-monitor


Disclosures:Disclosures:

Past performance is not a guarantee of future results.Past performance is not a guarantee of future results. There are risks associated with 
fixed-incomefixed-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. A rise in interest rates interest rates 
may result in a price decline of fixed-income instruments held by the fund, negatively 
impacting its performance and NAV. Falling rates may result in the fund investing in 
lower yielding debt instruments, lowering the fund’s income and yield. These risks 
may be heightened for longer maturity and duration securities. Mortgage- and asset-Mortgage- and asset-
backed securities backed securities are affected by interest rates, financial health of issuers/originators, 
creditworthiness of entities providing credit enhancements and the value of underlying 
assets.

https://www.columbiathreadneedleus.com/binaries/content/assets/cti-blog/tannuzzo_2022_spread-products_1221_transcript.pdf


To find out more, call 800.426.3750 
or visit columbiathreadneedle.com
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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. Actual investments or investment decisions made by CMIA and 
its affiliates, whether for its own account or on behalf of clients, may not necessarily reflect the views expressed. This information is not intended 
to provide investment advice and does not take into consideration individual investor circumstances. Investment decisions should always be 
made based on an investor’s specific financial needs, objectives, goals, time horizon and risk tolerance. Asset classes described may not be 
appropriate for all investors. Past performance does not guarantee future results, and no forecast should be considered a guarantee either. 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. 
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