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I think investors have two choices. They can play a more patient role, which is waiting for full clarity that the Fed is done 

with its inflation fight and will no longer raise interest rates. I think investors in that camp are benefiting – can benefit – 

from focusing on short investment-grade securities. So short maturity -- 1 to 5 year, for example – investment-grade 

bonds where they can earn yields in the 6% area.  

I think the other opportunity is for those investors who realized the price volatility and price declines have been historic 

and often after strong price declines can actually come strong price gains. And if you want to play for that pivot, I think 

investors can find tremendous opportunities in agency mortgage-backed securities, which trade at deep discounts relative 

to the par value investors will ultimately receive. Or even in the investment-grade market, where many bonds are trading 

at 60 or 70 cents on the dollar and investors can really benefit from price appreciation as part of that return equation. In 

addition to income, once that pivot does come.  

You certainly can see changes happen very quickly. We've seen that happen in both directions when central banks 

indicate a change in policy is coming. We can see returns move by several percentage points in a period of weeks. And I 

think that's something that investors need to be very mindful of as they think about being, frankly, too defensive in this 

environment.  

 

 

 

 

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. 

The views expressed are as of December 2022, 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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