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What the Fixed Income Market is Offering 
Over the last eight months, the Fixed Income Solutions group has been 
working closely with financial advisors, clients and prospects with strategies 
and opportunities to add or increase fixed income allocations to their 
portfolios. Soaring interest rates and a lifeless equity market triggered waves 
of interest. The attention to this part of an investment portfolio’s allocation is 
as welcome as it is essential for the health of an investor’s financial position. 
But the truth of the matter is that fixed income is and should be an equally 
important portfolio allocation in a 1% or 10% rate environment, in a soaring 
or plummeting stock market setting or in an inflationary or deflationary period. 
This longstanding message bears repeating:   

 

Extreme markets can incite excessive responses from investors. Don’t 
fall into that trap. Regardless of market conditions, we advocate certain 
portfolio standards for conservative investors, not the least of which is 
preserving appropriate asset allocation. Thinking long-term, as opposed 
to reacting to the moment, can promote the increased likelihood of 
achieving financial goals.  -- Doug Drabik, Senior Strategist 

 

We are experiencing headline volatility paired with market 
volatility. Yet our message is persistent: invest with long-term 
purpose and maintain discipline with asset allocation. There 
is no substitute for the right combination of growth assets 
(equity, MLPs, insurance, etc.) and principal preserving 
assets (fixed income). The Fixed Income Solutions group 

partners with the firm’s traders to deliver ideas tailored for each situation, 
provides education and customizes services for fixed income needs. Inflation, 
inverted curves, recession and the Fed are among the prevailing headline 
topics. This report not only addresses the dominant issues but most 
importantly discusses how they affect fixed income strategic planning. Take 
what the fixed income market offers within your own personal goals.  

  

SECOND QUARTER 2023 

FIXED INCOME QUARTERLY 
CONTRIBUTING STRATEGISTS 

 

 

  
 

 
DOUG DRABIK 

  

 

DREW O’NEIL 

 
ROB TAYLOE 

IN THIS REPORT 
 
Going…Going… NOT Gone (2) 

Inverted Treasury Yield Curves 
(3) 
 
The Fed’s Dilemma (4) 

Good News For Investor 
Dilemma (5) 
 
Capital Preservation (6) 

Strategically Speaking (7) 

Know What You Own (9) 

Strategy Resources (10) 



2  

Going… Going… NOT Gone! 
Inflation continues to be the foremost 
topic. Before the Great Recession, in 
early 2008, a flash of inflation emerged 
when crude oil prices rose sharply and 
uncertainty occurred. By the middle of 
2008, commodity prices collapsed and 
the global financial crisis hit in 
September. By June 2009, inflation fell 
to -1.4%. COVID sparked a whole new 
global inflationary period. This time, 
despite early “transitory inflation” 
mantra, inflation anchored firmly and 
forcefully. It has affected most of us in 
one way or another be it at the gas 
pump, the grocery store or with large 
consumer items such as auto or home 
purchases.   
The Consumer Price Index (CPI) rapidly rose from December 2020 and peaked at 9.1% in June 2022. The 
Fed has pushed a stunning defense by raising Fed Funds rates by a total of 500 basis points (bp)  in 10 
consecutive FOMC meetings over a very short 17-month time span. Still, CPI hovers at 4.9%, a distance 
from the target 2.0% level. There are multiple contributing factors to this inflation although arguably, there 
are a few that monetary policy might not be able to influence. The supply chain is completely outside of the 
Fed’s control. It has improved in many areas but remains tenaciously difficult in others. Also, sudden, 
significant and ongoing labor costs may continue to negatively impact business prosperity. 
Throughout this inflationary period, several consequences have ensued. The most notable consequence is 
the banking turmoil. Several banks have collapsed albeit in each case so far, extenuating circumstances 
have pushed their demise. The stress on the banking sector has created enough market commotion to 
suggest that the Fed has ended its rate hike cycle and is not only likely to stop raising rates but that they are 

likely to cut interest rates by as many as four 
times by January 2024 (according to Bloomberg 
estimates based on where Fed Funds futures 
trade).  
While the bond market has a historic track record 
of impressively forecasting with much accuracy, 
the Fed has been both transparent and genuine 
in announcing their intentions. In the most recent 
FOMC meeting, their language softened enough 
to leave future hikes to be evaluated on a 
meeting-by-meeting basis; however, they have 
given no indication of reversing policy as quickly 
as the Fed Funds futures market seems to be 
forecasting. The economy has been surprisingly 
resilient throughout this inflationary period as 
consumers (which comprise ~70% of GDP) 

continue to spend on goods and more on services. This economic strength provides the Fed with the flexibility 
to persist in their quest to drop inflation by raising, not lowering, the Fed Funds rate. Inflation is directionally 
going, going down – but it is not gone. 
 

 

10yr Avg Current
Core PCE Feb'22 5.42% 2.19% 4.90%

CPI Jun'22 9.10% 2.60% 5.00%
GDP Jun'21 12.50% 2.10% 1.60%

3-Mo T-Bill May'23 5.31% 0.97% 5.29%
10Yr Treasury Oct'22 4.25% 2.20% 3.48%

Milk (gal) Mar'23 4.65       3.39          4.10         
Eggs (doz) Jan'23 4.82       2.20          3.45         

Gas (reg) May'22 4.62       2.83          3.53         
Automobile 2022 49,075   39,321      48,008     
Home Sale Q4'22 552,600 393,415    516,500   

Peaked

Sources: Bloomberg, Coin News Media Group,U.S. Energy 
Information Administration, Kelley Blue Book, Raymond Jame s

Economic and Pocketbook Numbers
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Inverted Treasury Yield Curves 
  

 

Recession followed from Mar ’01 – Nov ’01 

  
 
The Great Recession followed from Dec ’07 – Jun ’09 

 
 
COVID Recession followed from Feb ’20 – Apr ’20 
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The Fed’s Dilemma 
The U.S. central bank, the Federal Reserve (Fed), is charged with maintaining stable prices and maximizing 
employment. Recent history indicates that the Fed has operated in the extremes. From 2009 through 2015, 
the Fed had a zero interest rate policy (ZIRP), meaning that the lower bound side of Fed Funds was 0.0%. 
Over the next few years, they slowly raised Fed Funds by 200 basis points (bp) until June 2019 when they 
reversed direction settling back at ZIRP in March 2020. In March 2022, COVID provoked a very fast and 
furious Fed tightening policy raising the Fed Funds rate at 10 straight meetings by a total of 500bp in a very 
short 17-month calendar period. 

The struggle the Fed incurred is quietening an aggressive inflationary surge (Consumer Price Index – CPI) 
which peaked at 9.1% in June 2020. Their efforts have pushed inflation lower for 9 consecutive months as 
measured by CPI year-over-year, yet in partial achievement lowering CPI to 4.9%, the Fed remains grossly 
shy of a 2% inflationary goal and worse has potentially manifested in problematic banking distress. Regional 
small and medium size banks are more likely to be affected. As the Fed continues to push short-term interest 
rates higher, banks struggle with rate-sensitive depositors who tend to shift bank deposits to higher-yielding 
ETFs or funds and banks also suffer a mark-to-market devaluation of assets held on the balance sheet. As 
banks lose deposits, liquidity tightens and banks labor as longer assets don’t keep pace. The consumer is 
saddled with rising borrowing costs from credit cards to auto loans as lending standards are tightened further. 
We might expect a slowdown in small business activity which relies heavily upon small and mid-size banks. 
Yet our consumer-driven market (as stated earlier, consumer spending accounts for ~70% of our GDP) 
appears to be resilient through this inflationary run and banking sector turmoil. In general, U.S. banks are 
well-capitalized with strong balance sheets.  
The Fed will remain data dependent. The Fed Funds futures are trading as if the Fed is done with its rate 
cycle and that the Fed will likely reverse course and cut interest rates as many as four times before year’s 
end. This may take more than an emotional ovation, maybe an actual catastrophic event. Barring that, it is 
quite plausible that the Fed will continue to fight inflation and may be compelled to raise the Fed Funds rate 
again. The data certainly matters but we cannot emphasize more that the level of inflation is driving Fed 
action. The longer inflation remains elevated, the more likely and more severe of a recession that is possible.    
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The Good News For Investor Dilemma 
There is plenty of uncertainty blanketing the fixed income world. Investors are of course part of the mayhem. 
This time however, investor dilemma involves an advantageous edge. Short-term market engagement may 
provide some of the best yields obtainable in more than a decade, given that several product yield curves 
are inverted (short—term interest rates are higher than intermediate and or long-term interest rates). Though, 
locking in longer (not necessarily ‘long’) may be the best overall strategy. It can be intoxicating to reap short-
term benefits but long-term fixed income planning can help keep wealthy investors… well let’s say wealthy.  

Short-term Treasury yields skyrocketed throughout 2022 reaching levels not seen in almost 15 years. In early 
October, the yield of the 6-month T-bill topped 4% for the first time since 2007 and by the end of the month 
had topped 4.5%. This understandably got many investors interested and brought a lot of money into short-
term fixed income investments. While yields north of 4% are attractive for a short-term investment, these 
investments are just that: short-term. For the investors that purchased 6-month T-bills last October, those 
investments are now maturing. 

Two observations help to 
explain why we suggest 
locking in for longer, 
whether it’s money from a 
maturing T-Bill or from any 
other source. As attractive 
as interest rates are inside 
of two years, inverted 
curves are efficient 
indicators of lower future 
interest rates. When 
purchasing on the short 
end of the curve, investors 
open themselves to 
reinvestment risk. That is 
the risk of having to re-
enter the market at a lower 

yield when an investment matures. The shorter the maturity, the more frequent this risk arises. Earlier in this 
report, it was demonstrated that an inverted curve often signals lower future interest rates. In particular, short-
end interest rates tend to drop dramatically harder than intermediate or long-term interest rates. Locking into 
the intermediate part of the curve precludes investors from having to reinvest in what is expected to be a 
lower interest rate environment over the next few years.   
The other observation may state the obvious, but the current yield curve is pointedly well above historic curve 
data captured from the same day over the past ten years. In other words, yields haven’t been this good in 
more than a decade. The primary objective for many investors with their fixed income allocation is 
preservation of principal and an offset to riskier growth assets. This doesn’t change whether we are in a 1.0% 
or 10.0% interest rate environment. But, reaching this objective AND being able to add significant income 
and cash flow to the portfolio is a valuable advantage.  
For long-term fixed income allocations, a primary benefit, barring default, is the known aspects that a portfolio 
of individual bonds can provide (known cash flow, known income, known principal return amount and date). 
The longer the maturity of the bond, the longer the cash flow and income are locked in. Yields across the 
intermediate and long parts of the curve are at some of the most attractive levels we have seen in the past 
10+ years. For longer term fixed income allocations, locking in these yields now rather than keeping money 
in short-term investments (their corresponding reinvestment risk) might optimize long-term earnings. 
The investor “dilemma” really isn’t a dilemma but a potential advantage!  
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Capital Preservation 
A primary reason that many investors allocate money to fixed income is to preserve capital. Purchasing an 
individual bond provides a known maturity date and a known maturity value. If holding a bond until maturity, 
barring a default, investors realize the yield at which the bond was purchased.  
The fragile global macroeconomic environment involves high inflation and a looming recession. Now is a 
good time to be reminded of the historical track record of defaults in investment-grade fixed income. While it 
is easy to get caught up in the headlines and focus on the moment, this narrow range of history can cloud 
more meaningful full-range information and distort investment strategy. 
When it comes to capital preservation, investment-grade fixed income, across both the municipal and 
corporate bond landscapes, is historically one of the best portfolio options from a risk/return perspective. 
While there is always the potential for an issuer to default, the historical statistics reflect how obscure this 
may be (disclaimer: the past is not a guarantee of what will happen in the future).   

Outlier events are always 
possible (Detroit, Puerto 
Rico, etc.) and tend to grab 
the headlines; however, 
the municipal bond market 
is generally very 
uneventful, generating few 
negative headlines. These 

statistics represent the default rates over a rolling 5-year period from data gathered over 1986 to 2022 in the 
investment-grade municipal market. For example, AA rated municipal bonds reflect a 0.01% default rate over 
any given five-year timeframe. As these default numbers are extremely small, sometimes it is more helpful 
to look at things from the opposite perspective: a AA rated municipal bond indicates a 99.99% chance that it 
did not default over any 5-year timeframe. 

 The corporate bond 
market default rates are 
similarly low. An A-rated 
corporate bond during 
the 1981 to 2022 
timeframe reveals that 
there is a 99.58% 
chance of not defaulting 

over a 5-year period. While it is easy to get sucked into news headlines or to overanalyze statistics, a fixed 
income option in the investment-grade space is usually going to provide a high-quality option for a capital 
preservation allocation. With a historical 98-99% chance of not defaulting, while at the same time providing 
attractive income streams, there are few, if any, options currently available that provide a better risk/reward 
combination than investment-grade fixed income.   
  

 

 

 

 

 

AAA 0.00%
AA 0.01%
A 0.04%

BBB 0.34%
All Investment-Grade 0.07%

*Date Range: 1986-2022. Excludes Housing. Source: S&P Global Ratings Credit Research & Insights

Municipal Default Rates Over a 5 Year 
Time Horizon*

Investment-Grade 
"Non-Default" Rate 99.93%

 

AAA 0.34%
AA 0.29%
A 0.42%

BBB 1.42%
All Investment-Grade 0.80%

Corporate Default Rates Over a 5 Year 
Time Horizon*

*Global Corporate Bonds from 1981 to 2022. Source: S&P Global Ratings Credit Research & Insights

Investment-Grade 
"Non-Default" Rate 99.20%
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Strategically Speaking 
The most referenced 
curve is the Treasury Yield 
curve (purple line). The 
more commonly used 
fixed income portfolio 
components are corporate 
bonds (blue-dashed line), 
municipals (black-dashed 
line) and CDs (red line).  
This graph provides a 
visual for identifying which 
product sector is likely to 
produce the most optimum 
yield choice given a 

specific maturity. Right now, expect corporate bonds to provide the best yields in the 4 to 12 year maturity 
range and municipal bonds to provide the better tax-equivalent yields in maturities greater than 15 years. 
The municipal curve is upward sloping through 30 years, meaning the longer the maturity, the more yield 
reward afforded. As we’ve discussed in a previous section, generally extending duration and locking into 
yields may be the better long-term strategy for many fixed income portfolio allocations. For situations where 
there is a short-term liquidity need, the curves provide good alternatives. Treasury bonds are federally taxed 
but state tax-exempt, providing an after-tax boost while CDs (per $250,000) are FDIC insured with healthy 
rates, giving quality options for liquidity positioning.  

So how does an investor exploit what the curves are offering? The future is impossible to predict and although 
an educated, calculated and rationalized viewpoint helps to prepare a long-term plan, there are ways to 
mitigate the possibility that something different happens. Hence the laddered strategy keeps all of the 
principal from maturing at one specific time and allows reinvestment of funds in various markets smoothing 
out potential peaks and valleys during a volatile market. Utilizing the optimum product based on the graph 
above, let’s look at a 5-10 year laddered 
corporate portfolio. This ladder is shown 
with both A and BBB rated bonds. As 
shown on the previous page, both A and 
BBB rated bonds have very strong 
historical track records for paying off all 
principal and interest on time and in full. 
With very little overall difference in credit delinquency, investors may consider accepting an additional 78 
basis points in yield that can be obtained by purchasing BBB-rated corporate bonds in the 5-10 year maturity 
range.  

As we move out on the curve, municipal bonds provide a better yield advantage especially for higher tax 
bracket investors. The illustrative portfolios designed are compiled using actual market offerings with the 
assumption that the investor lives in Florida and is in the 37% federal tax bracket. Florida has no state tax. 
For investors residing in states with especially high individual state tax rates, municipal bonds issued from 
that state are typically state tax-free and therefore investors have an incentive to purchase in-state issues.  

The next illustrative laddered portfolio depicts three different laddered municipal portfolios. All three are 
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TE = Tax Equivalent Yield 37%  Fed rate + 3.8% Affordable Care Act. 
Sources: Bloomberg LP, Raymond James; as of  5/9/2023

 

Face Price Cpn Avg Mat Duration YTW YTM
BBB 300,000    93.91     4.491% 7.57 6.14 5.484% 5.485%

A 300,000    96.67     4.272% 7.59 6.26 4.698% 4.698%
0.786% 0.787%

                5/10/23; For illustrative purposes only; Sources: Tradeweb, Raymond James 

Corporate A vs BBB 5-10 Year
Illustrative Laddered Portfolio
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composed of actual 
offerings that are A to Aa-
rated. In this case, the 
rating was kept constant 
but a variety of maturity 
ranges is shown. The 
municipal yield curve, as 
illustrated in the top graph 

on the previous page, is upward-sloping through 30 years. Therefore, investors are rewarded for extending 
out. A 21-30 year laddered municipal portfolio versus a 15-20 year ladder increases duration 2.26 and tax-
equivalent yield by 17bp YTW and 20bp YTM. Investors can determine whether locking in longer with modest 
yield increases provides sufficient trade-off to the extension.  

There is another 
way to take 
advantage of the 
steep municipal 
curve. The 
strong demand 
for short 
municipal bonds 
has increased 
short-term 
municipal market prices. The Municipal Bond Investor Weekly (May 8 edition authored by Gina Fay) is a weekly 
publication and part of our Fixed Income Solutions group detailed a coupon swap. This plays well into the 
concept of adding duration to lock into higher yields for longer. In this illustration, an investor not only wanted 
to lock income in for longer but desired to improve on the cash flow being generated. The bond sold was a 
New York Transitional Finance Authority bond with a 3% coupon maturing in 2028. The transaction used the 
proceeds to purchase a similar credit (Triborough Bridge Authority) but with a 4% coupon and locked in to 
4% income through 2046. This represents an additional $1,000 per year in cash flow and a 156bp increase 
in yield to the worst compared to the market yield of the bond being sold.  

Not everyone views 
market signals and 
patterns the same way. 
For those less confident 
that interest rates are 
headed down, one way 
to hedge that uncertainty is to look to a barbell strategy. Barbells can be composed in various ways. For 
illustrative purposes, this barbell is weighted roughly one-third short-term to two-thirds long-term. On the 
short end of the barbell, FDIC-insured CDs were purchased and on the long end, A and Aa-rated municipal 
bonds. The combination generates a tax-equivalent yield to worst of 5.94% and a yield to maturity of 6.00%. 
This portfolio will allow the investor to reinvest roughly 1/3 of the principal within two years while staying 
locked in to high yields with 2/3 of the allocation.  

These are some of the more recurring strategic fixed income constructs. Please contact your financial advisor 
to explore what fixed income market opportunities apply to your personal financial situation.  

 

Face Price Cpn Avg Mat Duration YTW YTM TE YTW TE YTM
5-10yr 300,000    103.35   4.625% 7.68 2.95 3.198% 4.073% 5.074% 6.464%

15-20yr 300,000    98.96     4.000% 17.84 10.69 4.079% 4.085% 6.470% 6.479%
21-30yr 500,000    99.26     4.163% 25.69 12.95 4.183% 4.213% 6.637% 6.683%

5/10/23; For illustrative purposes only; state of Florida; 37% Fed tax bracket; Sources: Tradeweb, Raymond James 

Municipal A Rated or Better
Illustrative Laddered Portfolio

 

Face Price % Port Cpn Avg Mat Duration YTW YTM TE YTW TE YTM
CDs 400,000    100.00   32.1% 5.125% 0.77 0.74 5.125% 5.125% 5.125% 5.125%

Munis 850,000    99.42     67.9% 4.000% 18.74 11.04 3.994% 4.050% 6.329% 6.418%
Total 1,250,000 99.61     4.360% 12.97 7.73 4.375% 4.395% 5.942% 6.003%

5/10/23; For illustrative purposes only; state of Florida; 37% Fed tax bracket; Sources: Tradeweb, Raymond James 

Illustrative Barbell Portfolio

 

Face Rating Issue
Coupon 
Maturity

Mkt Price 
Duration Px To Date Yield TEY

Principal 
Accrued Int

Net Money 
Settlement

SELL
100 Aa2/AA New York NY City 

Trans Fin Auth Bldg
3.000%  

07/15/2028
102.711  
4.743

Maturity 7/15/2028 2.44% 4.12% 102,711.00   
950.00

103,661.00  
05/09/2023

BUY
100 -/AA+ Triborough Brdg & 

Tnl Auth NY
4.000%  

05/15/2046
100.000  
14.669

Next Call 
Maturity

05/15/2031 
05/15/2046

4.000% 
4.000%

6.757%       
6.757%

100,000.00   
1,933.33

101,933.33  
05/09/2023

5/8/23; For illustrative purposes only; Sources: Tradeweb, Raymond James 

Coupon Extension Swap
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Know What You Can Own 
Most individual bonds provide investors with a few 
prominent features that are difficult to find in other 
product types, most notably: known cash flow for the 
life of the security, known income (yield) at the time 
of purchase, and a known date when principal will be 
returned. While most individual bonds provide these 
benefits to investors, there are many types of 
individual bonds, each having different features and 
applications within a portfolio. As an investor, 
sometimes it’s difficult to know which product is most 
appropriate for a particular situation. Below are listed 
attributes that may illustrate how various products 

might work within a portfolio. Identify acceptable risk 
factors. 

 Define desired income. 
 Create required cash flow. 
 Identify requisite redemption period. 
 Create needed liquidity. 
 Isolate personal biases. 
 Use appropriate asset mix. 
 Diversify. 
 Rebalance when applicable. 

  
 

 

Product Attributes How does this fit? Additional Considerations 

Treasury Minimal credit risk. State and 
local tax exempt.

Can I benefit from the state tax 
exemption? Am I seeking safety 

and liquidity over maximizing 
yield?

Although credit risk is minimal, 
market risk increases with 

lengthening maturity. 

Certificates of 
Deposit 

Brokered 

FDIC insured. Ability to diversify 
with multiple issuers.

Do I need higher safety of 
principal? Typically more 

attractive yield versus 
Treasuries. 

$250,000 per issuer per tax ID 
maximum size for insurance. 

Sales prior to maturity subject 
to interest rate risk and liquidity 

risk.

Municipal Tax-
exempt 

Tax exempt income with 
favorable long term credit 

standing. 

The higher the tax bracket, the 
greater the tax benefit. The high 

credit quality is often viewed 
favorably. 

Diversification can be attainable 
yet the liquidity is lesser versus 
other alternatives due to limited 

issue sizes. Subject to credit 
and interest rate risk.

Municipal 
Taxable High quality, taxable alternative.

High credit quality alternative 
taxable investment. Investors in 

a lower tax bracket not 
benefitting from tax-exemption 
but still seeking the high quality 
and diversification offered by 

municipal bonds.

Diversification can be attainable 
yet the liquidity is lesser versus 
other alternatives due to limited 

issue sizes. Subject to credit 
and interest rate risk.

Investment 
Grade 

Corporates 

High quality, relatively good 
liquidity and competitive yields.

The breadth of the corporate 
market can allow for extensive 

diversification from credit ratings 
to multiple sectors. Generally 

liquid. Flexibility to create 
desired cash flow and income 

levels. 

Wide range of issuers with 
various degrees of credit risk. 

Credit risks can fluctuate during 
holding period although this will 
not alter designated cash flow, 
income or redemption periods. 

Preferred 
Securities

Appeal to investors seeking 
higher yields and/or high cash 

flow

This may benefit the portfolio as 
a higher yielding component with 

more risk versus true fixed 
income alternatives. 

 Preferred's are subordinate to 
debt securities but placed 

ahead of common stock in the 
corporate structure. Being 

perpetual or very long dated 
exposes them to increased 

price volatility. Not a hold-to-
maturity alternative.
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Fixed Income Strategy Resources
Doug Drabik - Sr. Fixed Income Strategist 
Drew O’Neil - Fixed Income Strategist 
Rob Tayloe - Fixed Income Strategist 
 

The Fixed Income Strategy Group provides market 
commentary, portfolio analysis and strategy to 
Raymond James financial advisors for the benefit 
of their clients and prospects. We are part of the 
larger 14-person Fixed Income Solutions group 
within the Raymond James’ Fixed Income Capital 
Markets Group’s 38 fixed income locations with 
more than 488 fixed income professionals 
including trading and public finance specialists 
nationwide. This publication does not constitute 
Fixed Income research, but rather it represents 
commentary from a trading perspective. 

RaymondJames.com is a vast resource for those 
seeking fixed income market commentaries, 
strategies, education materials and index/yield 
data. Please visit our Bond Market Commentary 
and Analysis at www.raymondjames.com for 
popular and timely resources including:  

 Weekly Bond Market Commentary 

 Fixed Income Weekly Primer (PDF) 

 Municipal Bond Investor Weekly (PDF) 

 Fixed Income Quarterly (PDF) 

 Weekly Interest Rate Monitor (PDF) 

Investment Types/Expertise Include 

 Treasuries/Agencies 
 Brokered CDs 
 Corporate bonds 
 MBS/CMOs 
 Tax-exempt municipals 
 Taxable municipal bonds 
 Preferred securities  
 

 

 

 

 

  

 

https://www.raymondjames.com/wealth-management/market-commentary-and-insights/bond-market-commentary-and-analysis/bond-market-commentary
https://www.raymondjames.com/-/media/rj/dotcom/files/wealth-management/market-commentary-and-insights/bond-market-commentary/tfi_weekly_primer.pdf
https://www.raymondjames.com/-/media/rj/dotcom/files/wealth-management/market-commentary-and-insights/bond-market-commentary/bond_investor.pdf
https://www.raymondjames.com/-/media/rj/dotcom/files/wealth-management/market-commentary-and-insights/bond-market-commentary/weekly_rate_monitor.pdf
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© 2023 Raymond James & Associates, Inc., member New York Stock Exchange/SIPC.  
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Raymond James® is a registered trademark of Raymond James Financial, Inc. 

Ref. M23-197569 until 5/15/2024 

A credit rating of a security is not a recommendation to buy, sell or hold the security and may be subject to review, revision, suspension, reduction or withdrawl at any time 
by the assigning Rating Agency. Ratings and insurance do not remove market risk since they do not guarantee the market value of the bond. 
 
VIX Index: financial benchmark designed to be an up-to-the-minute index estimate of the expected volatility of the S&P 500 Index, and is calculated by using the midpoint 
of real-time S&P Index (SPX)) option bid/ask quotes. 
 
MOVE Index: this is a yield curve weighted index of the normalized implied volatility on 1-month Treasury options. It is the weighted average volatilities on the CT2, CT5, 
CT10 and CT30. (weighted average of 1m2y, 1m5y, 1m10yand 1m30y Treasury implied vols with weights 0.2/0.2/0.4/0.2, respectively). 
 
S&P Index: is widely regarded as the best single gauge of large-cap U.S. equities and serves as the foundation for a wide range of investment products. The index includes 
500 leading companies and captures approximately 80% coverage of available market capitalization.  
 
U.S. Bloomberg Aggregate Bond Index (U.S. Corporate Investment Grade/LUACTRUU):  Measures the investment grade, taxable corporate bond market. It includes USD 
demoninated securities publicly issued by US and non-US industrial, utility and financial issuers. 
 
Duration is the measure of a bond’s price sensitivity relative to interest rate fluctuations.  
 
Diversification and strategic asset allocation do not ensure a profit or protect against a loss. Investments are subject to market risk, including possible loss of principal. 
The process of rebalancing may carry tax consequences. 
 
Any opinions expressed are those of the author(s) and not necessarily those of Raymond James, and are subject to change without notice. Past performance is no 
assurance of future results. 
 
U.S. Treasury securities are guaranteed by the U.S. government and, if held to maturity, generally offer a fixed rate of return and guaranteed principal value. Fixed-income 
securities (or “bonds”) are exposed to various risks including but not limited to credit (risk of default or principal and interest payments), market and liquidity, interest rate, 
reinvestment, legislative (changes to the tax code), and call risks. There is an inverse relationship between interest rate movements and fixed income prices. Generally, 
when interest rates rise, fixed income prices fall and when interest rates fall, fixed income prices generally rise. Short-term bonds with maturities of three years or less will 
generally have lower yields than long term bonds which are more susceptible to interest rate risk. Credit risk includes the creditworthiness of the issuer or insurer, and 
possible prepayments of principal and interest. Bonds may receive credit ratings from a number of agencies however, Standard & Poor's ratings range from AAA to D, 
with any bond with a rating BBB or higher considered to be investment grade. Individual investor's results will vary. A credit rating of a security is not a recommendation 
to buy, sell or hold securities and may be subject to review, revisions, suspension, reduction or withdrawal at any time by the assigning rating agency. 
 

Prior to transacting in any security, please discuss the suitability, potential returns, and associated risks of the transactions(s) with your Raymond James Financial 
Advisor. 
 
The value of fixed income securities fluctuates and investors may receive more or less than their original investments if sold prior to maturity. Bonds are subject to price 
change and availability. Investments in debt securities involve a variety of risks, including credit risk, interest rate risk, and liquidity risk. Investments in debt securities 
rated below investment grade (commonly referred to as “junk bonds”) may be subject to greater levels of credit and liquidity risk than investments in investment grade 
securities. Investors who own fixed income securities should be aware of the relationship between interest rates and the price of those securities.  
 

The information contained herein has been prepared from sources believed reliable but is not guaranteed by Raymond James & Associates, Inc. (RJA) and is not a 
complete summary or statement of all available data, nor is it to be construed as an offer to buy or sell any securities referred to herein. Securities identified herein are 
subject to availability and changes in price. All prices and/or yields are indications for informational purposes only. Additional information is available upon request. 
 
While interest on municipal bonds is generally exempt from federal income tax, it may be subject to the federal alternative minimum tax, or state or local taxes.  In addition, 
certain municipal bonds (such as Build America Bonds) are issued without a federal tax exemption, which subjects the related interest income to federal income tax. 
 
Investment products are: not deposits, not FDIC/NCUA insured, not insured by any government agency, not bank guaranteed, subject to risk and may lose value. 
 
New issues are offered by Official Statement only, which describes the security for such issue and which may be obtained in any state in which the undersigned may 
lawfully offer such issue. 
 
Bloomberg Benchmark Magenta Line™ is provided by Bloomberg Professional service and is owned and distributed by Bloomberg Finance L.P. and its affiliates. 
 
Investing involves risk and you may incur a profit or loss regardless of the strategy selected.   
 
Bond ladders: time-honored investment technique, in which an investor blends several bonds with differing maturities, provides the benefit of blending higher long-term 
rates with short-term liquidity. Should interest rates remain unchanged, increase, or even decline, a laddered approach to fixed income investing may help reduce risk, 
improve yields, provide reinvestment flexibility, and provide shorter-term liquidity. Risks include, but are not limited to, changes in interest rates, liquidity, credit quality, 
volatility, and duration.  
 
Inclusion of these indexes is for illustrative purposes only. Keep in mind that individuals cannot invest directly in any index, and index performance does not include 
transaction costs or other fees, which will affect actual investment performance. Individual investor’s results will vary.  
 

Raymond James is not a tax advisor and does not provide tax advice. Please consult a tax professional prior to making any investment decisions. 
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