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The Fed’s strident commitment to taming inflation amid a historically tight labor market suggests the era of 

higher rates may persist for some time. Volatility is likely to remain elevated as a result, given investors’ 

heightened sensitivity to signs of an inflection in price pressures or global growth. Any further impairments to 

global supply chains or energy markets could also exacerbate already acute shortages and further complicate 

the monetary authorities’ reaction functions. 

AUGUST 2022 REVIEW

Fixed income markets resumed their year-to-date slide in August, relinquishing 

July’s gains as investors showed less confidence in a “Fed pivot” following hawkish 

commentary from various Fed officials. Economic data was mixed, as modestly 

positive signs from the labor market and the consumer were met with evidence of 

deterioration in the housing market and the manufacturing sector. Sentiment was 

also weighed down by simmering geopolitical tensions in Asia and a burgeoning 

energy crisis in Europe.

FED

Fed Chair Powell delivered brief but pointed remarks in his appearance at the 

Jackson Hole symposium, suggesting a protracted period of restrictive monetary 

policy. He emphasized the strength of the Fed’s resolve in lowering inflation and 

acknowledged that more restrictive policy could result in “pain” for households and 

companies. The commentary suggested a narrower path toward an eventual “soft 

landing,” with fed funds futures reflecting sharply lower odds of substantive rate 

cuts in 2023.

INTEREST RATES

The Treasury curve experienced a significant bear flattening. Rates at the front 

end shifted higher in anticipation of higher-for-longer Fed policy, while intermediate 

and long rates were relative outperformers on the prospect of slower economic 

growth and constrained inflation. Real yields moved sharply higher in anticipation 

of tighter financial conditions, while inflation breakevens were essentially 

unchanged.
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CREDIT

Corporate spreads were little changed on the month, despite a solid mid-month 

rally, as recession concerns ultimately tempered investors’ risk appetite. Among the 

best-performing sectors were those exposed to discretionary spending, as well as 

Energy and Materials, while names exposed to the more Health Care sector were 

relative laggards. The Investment Grade primary saw robust interest and new 

issues were well subscribed, while activity in the High Yield primary remained 

subdued.

MBS

The mortgage-backed securities (MBS) sector underperformed similar-duration 

Treasuries as spreads widened throughout the month. Monetary policy uncertainty 

drove rate volatility higher and exerted upward pressure on spreads. Mortgage 

traders were comforted by the absence of any mention of the Fed’s mortgage 

holdings during Chair Powell’s speech; without outright sales, organic MBS run-off 

is likely to be muted given the backdrop of higher mortgage rates and the slower 

pace of refinancing.

DISCLOSURES:

This represents the views and opinions of GW&K Investment Management. It does not constitute investment advice or an offer or solicitation to purchase or sell any 
security and is subject to change at any time due to changes in market or economic conditions. The comments should not be construed as a recommendation of 
individual holdings or market sectors, but as an illustration of broader themes.

Investing in securities or investment strategies, including GW&K’s Investment Strategies presented in this document, involves risk of loss that clients should be 
prepared to bear. No investment process is free of risk; no strategy or risk management technique can guarantee returns or eliminate risk in any market environment. 
There is no guarantee that GW&K’s investment processes will be profitable, and you therefore may lose money. Past performance is no guarantee of future results. 
The value of investments, as well as any investment income, is not guaranteed and can fluctuate based on market conditions. Diversification does not assure a profit 
or protect against loss. GW&K’s active management styles include equity and fixed income strategies that are subject to various risks, including those described in 
GW&K’s Form ADV Part 2A, Item 8. GW&K’s Form ADV Part 2A may be found at https://adviserinfo.sec.gov/Firm/121942 or is available from GW&K upon request.

Indexes are not subject to fees and expenses typically associated with managed accounts or investment funds. Investments cannot be made directly in an index. Index 
data has been obtained from third-party data providers that GW&K believes to be reliable, but GW&K does not guarantee its accuracy, completeness or timeliness. 
Third-party data providers make no warranties or representations relating to the accuracy, completeness or timeliness of the data they provide and are not liable for 
any damages relating to this data. The third-party data may not be further redistributed or used without the relevant third-party’s consent. Sources for index data 
include: Bloomberg (www.bloomberg.com), FactSet (www.factset.com), ICE (www.theice.com), FTSE Russell (www.ftserussell.com), MSCI (www.msci.com) and 
Standard & Poor’s (www.standardandpoors.com).
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INDEX CHARACTERISTICS AND PERFORMANCE
August 31, 2022 CHARACTERISTICS

Index Yield to 
Worst

OAD 
 (Years)

OAS 
 (bps) MTD QTD YTD

Bloomberg US Aggregate Bond 3.96% 6.36 50 -2.83% -0.45% -10.75%

US Treasury 3.42% 6.36 -1 -2.48% -0.93% -9.98%

Bloomberg US Government Related 4.00% 5.37 57 -2.06% -0.43% -9.57%

Bloomberg US Corporate Investment Grade 4.83% 7.47 140 -2.93% 0.21% -14.21%

Bloomberg US Mortgage-Backed Securities 3.96% 5.76 40 -3.42% -0.31% -9.07%

Bloomberg US Asset-Backed Securities 4.12% 2.22 62 -0.66% -0.18% -3.94%

ICE BofA Fixed Rate Preferred Securities 6.19% 5.51 208 -3.38% 2.55% -11.73%

Bloomberg High Yield 8.42% 4.11 484 -2.30% 3.46% -11.22%

Bloomberg High Yield — BB 6.86% 4.52 331 -2.92% 3.00% -11.28%

Bloomberg High Yeiled — B 8.69% 3.75 507 -2.27% 3.57% -10.83%

Bloomberg High Yield — CCC 13.88% 3.44 1028 0.07% 5.02% -12.15%

Bloomberg High Yield BB 1 – 5 Year 6.77% 2.59 310 -1.83% 2.53% -6.59%

Source: FactSet

US TREASURY MARKET
August 31, 2022

Maturity Yield MTD QTD YTD MTD QTD YTD

2-Year 3.50% +61 +54 +276 -0.82% -0.47% -3.51%

5-Year 3.35% +67 +31 +208 -2.71% -0.99% -8.07%

10-Year 3.20% +55 +18 +169 -3.94% -0.91% -12.51%

30-Year 3.30% +29 +11 +139 -4.41% -1.83% -24.97%

Sources: Bloomberg, FactSet
Performance represents total returns of the Bloomberg US Treasury Bellwethers Index for the maturities shown

Boston Headquarters 
222 Berkeley Street 
Boston, Massachusetts 02116 
617.236.8900

Other Locations 
New York, New York 
Winter Park, Florida

www.gwkinvest.com

GW&K is a Boston-based 

investment firm with $47.3 billion 

under management and nearly a 

half a century of creating long-term, 

trusted client relationships. 

ENTREPRENEURIAL 
DRIVEN, CLIENT FOCUSED

MONTHLY COMMENTARY |  AUGUST 2022

http://www.gwkinvest.com

