
Recession potential: pivot 
portfolios toward fixed income
Contrasting data in the summer and fall of 2024 combined with the rise-and-hold of 
the unemployment rate at just over 4% have contributed to rising recession concerns. 
While the economy has proved resilient and the election outcome is perceived as 
positive for growth, investors should prepare portfolios to be resilient across various 
scenarios. A potential recession would likely lead to a decline in interest rates that 
may benefit fixed income sectors. We suggest exploring strategies that may lock in 
attractive fixed income yields while balancing credit and interest rate risk.

Income opportunities 
are enhanced
Rising U.S. Treasury rates have 
significantly enhanced income 
potential. Over the last three years, 
yields have risen across many asset 
classes and sub-sectors. 

Some fixed income sectors have 
seen yields more than double as the 
market has become less expensive. 
Particular standout areas include 
investment grade and high-yield 
munis, preferred securities, senior 
loans and private credit.
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Figure 1: Fixed income yields have increased dramatically
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Data source: As of 07 Nov 2024. Bloomberg, L.P. Performance data shown represents past performance and does not predict or 
guarantee future results. Representative indexes: U.S. aggregate: Bloomberg U.S. Aggregate Bond Index; investment grade municipals: 
Bloomberg Municipal Bond Index; high yield corporates: Bloomberg U.S. Corporate High Yield Index; leveraged loans: Credit Suisse 
Leveraged Loan Index; private credit: Cliffwater Direct Lending Index; emerging markets debt: Bloomberg Emerging Markets USD Aggregate 
Index; preferred securities: ICE BofA U.S. All Capital Securities Index; high yield municipals: Bloomberg High Yield Municipal Bond Index; 
private real estate: NCREIF ODCE Index; U.S. equity: S&P 500 Index. The tax treatment of dividends is subject to change based on changes 
in tax rules and regulations. For preferred securities, taxable-equivalent yield calculations assume all income is QDI-eligible and is taxed at the 
20% QDI rate plus 3.8% Medicare surtax rate. For municipals, taxable-equivalent yield calculation uses 37% federal income tax and 3.8% 
Medicare surtax rates. Individual tax rates may vary.
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Potential impact of  
rate declines
The impact of elevated interest rates for 
the past several years combined with the 
first modest interest rate cuts in 2024 
have created an attractive entry point 
for municipal bonds.

Investors can blend investment grade 
and high yield municipals to create 
attractive tax-efficient portfolios. High-
yield municipals are a longer duration 
asset class, and the municipal curve is 
much steeper than the Treasury curve. 
As a result, investors may be rewarded 
for locking in yields ahead of additional 
rate cuts, making investment-grade 
and high-yield municipals compelling 
choices for their total return potential 
and to help defensively position 
portfolios across multiple rate scenarios 
that may lie ahead.

Figure 2: Potential total return is attractive for a parallel shift in the yield curve
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Data source: As of 7 Nov 2024; Bloomberg, L.P. Performance data shown represents past performance and does not predict or 
guarantee future results. Representative indexes: investment grade municipals: Bloomberg Municipal Bond Total Return Index; high 
yield municipals: Bloomberg Municipal High Yield Total Return Index. Yield curve change assumes a parallel shift in the yield curve. Calculation 
assumes no change in the spread for investment grade or high yield.

This material is not intended to be a recommendation or investment 
advice, does not constitute a solicitation to buy, sell or hold a 
security or an investment strategy, and is not provided in a fiduciary 
capacity. The information provided does not take into account the 
specific objectives or circumstances of any particular investor, or 
suggest any specific course of action. Investment decisions should 
be made based on an investor’s objectives and circumstances and 
in consultation with his or her financial professionals. 
The views and opinions expressed are for informational and 
educational purposes only as of the date of production/writing 
and may change without notice at any time based on numerous 
factors, such as market or other conditions, legal and regulatory 
developments, additional risks and uncertainties and may not come 
to pass. This material may contain “forward-looking” information 
that is not purely historical in nature. Such information may include, 
among other things, projections, forecasts, estimates of market 
returns, and proposed or expected portfolio composition. Any 
changes to assumptions that may have been made in preparing this 
material could have a material impact on the information presented 
herein by way of example Performance data shown represents 
past performance and does not predict or guarantee future 
results. Investing involves risk; principal loss is possible. 
All information has been obtained from sources believed to be 
reliable, but its accuracy is not guaranteed. There is no representation 

or warranty as to the current accuracy, reliability or completeness of, 
nor liability for, decisions based on such information and it should 
not be relied on as such. For term definitions and index descriptions, 
please access the glossary on nuveen.com. Please note, it is not 
possible to invest directly in an index. 

Important information on risk
Investing involves risk; principal loss is possible. All 
investments carry a certain degree of risk and there is 
no assurance that an investment will provide positive 
performance over any period of time. Investing in 
municipal bonds involves risks such as interest rate risk, 
credit risk and market risk. The value of the portfolio will 
fluctuate based on the value of the underlying securities. 
There are special risks associated with investments in 
high yield bonds, hedging activities and the potential use 
of leverage. Portfolios that include lower rated municipal 
bonds, commonly referred to as “high yield” or “junk” 
bonds, which are considered to be speculative, the credit 
and investment risk is heightened for the portfolio. Bond 
insurance guarantees only the payment of principal and 
interest on the bond when due, and not the value of the 

bonds themselves, which will fluctuate with the bond 
market and the financial success of the issuer and the 
insurer. No representation is made as to an insurer’s 
ability to meet their commitments.
This information should not replace an investor’s consultation with 
a financial professional regarding their tax situation. Nuveen Asset 
Management is not a tax advisor. Investors should contact a tax 
advisor regarding the appropriateness of tax-exempt investments 
in their portfolio. If sold prior to maturity, municipal securities are 
subject to gain/losses based on the level of interest rates, market 
conditions and the credit quality of the issuer. Income may be 
subject to the alternative minimum tax (AMT) and/or state and 
local taxes, based on the state of residence. Income from municipal 
bonds held by a portfolio could be declared taxable because of 
unfavorable changes in tax laws, adverse interpretations by the 
Internal Revenue Service or state tax authorities, or noncompliant 
conduct of a bond issuer. It is important to review your investment 
objectives, risk tolerance and liquidity needs before choosing an 
investment style or manager. 
Nuveen, LLC provides investment solutions through its 
investment specialists.


