APRIL 2024

Fixed Income Market Update

After a weak February, the Bloomberg
Barclays U.S. Aggregate Bond Total Return
Index rebounded in March, gaining just
under 1%. Breadth improved sharply—all
nine fixed income sectors we track posted
positive returns for the month.

Sticky inflation, strong economic growth,
and the repricing of when and how many
times the Fed is going to cut rates soured
investors on bonds. In Q1 2024, stocks
beat bonds by 11.3% on a total return
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basis, the most in Q1 since 2012 (chart
below). History's message for the rest of
2024 is positive for stocks on an absolute
basis and relative to bonds, albeit at a slower
rate than QT's torrid pace.

Since the Bloomberg Aggregate Index
began in 1976, when stocks have beaten
bonds by at least 10% points in Q1, stocks
have outperformed 66% of the time in Q2-
Q4 by a median of 34%.

Entering April, the fixed income allocation
strategy continued to favor risk-on
leadership but did not rebalance. The model
remained overweight Emerging Market
bonds, US. High Yield, US. Investment
Grade Corporate, and U.S. Mortgage-Backed
Securities. US. Long-Term Treasurys

is marketweight. The model remained
underweight US. Floating Rate Notes, U.S.
Treasury Inflation-Protected Securities, and
International Investment Grade.

Comparative Returns for Treasury Bonds, Corporate Bonds, Stocks, and Cash Quarterly Data 1926-06-50 to 2024-03-31
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us. High—YieId bonds’ allocation remained Lower Stock Market Volatility is Bullish for U.S. High Yield Bonds Daily Data 2021-03-31 to 2024-03-28
the largest overweight. All six indicators [ VX 10-day SMA (2024-03-28 = 13.38)
VIX 63-day SMA (2024-03-28 = 13.66)
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US. Treasury Inflation-Protected Securities’
(TIPS) allocation remained the largest
underweight. Commodity price trends

and high-yield option-adjusted spreads
remain headwinds for TIPS. These bearish
measures are being confirmed by TIPS’
weak technicals including the relative
strength index, the slope of its relative
strength, and short-term trend (chart right).

Weak Short-Term Trend is Bearish for U.S. TIPS
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International Investment Grade bonds’
allocation remained at underweight. Stock
market volatility joined inflation expectations
as bearish indicators for the sector. Price-
based measures are now mixed—rising
relative strength is offset by short-term
trend which weakened during the month—
the index’s relative strength is sitting just
below its 63-day moving average (chart left).

Summary

Entering April, the fixed income allocation
strategy continued to favor risk-on
leadership. The model remained overweight
Emerging Market bonds, U.S. High Yield,
US. Investment Grade Corporate, and US.
Mortgage-Backed Securities. US. Long-
Term Treasurys is marketweight. The model
remained underweight US. Floating Rate
Notes, US. Treasury Inflation-Protected
Securities, and International Investment
Grade.
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