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CIO Weekly Commentary

Bond voyage: itineraries 
for exploring fixed income 
Bottom line up top
Whistling past graveyards, or just accentuating the positive? 
The tone across financial markets leaned more hopeful than fearful 
last week as investors digested a mix of softer inflation data, solid third 
quarter corporate earnings and a Federal Reserve that cut rates for a 
second meeting in a row. U.S. equities were treated to continued gains 
in late October, despite the ongoing government shutdown. With the 
exception of the delayed September reading of the Consumer Price 
Index — which showed inflation moderating but still a percentage point 
above the Fed’s 2% target — most key economic reports due last month 
have yet to be released. The dearth of data has prevented investors, and 
the Fed, from gleaning fresh insights into the state of the economy.

An upbeat earnings season has helped mitigate the missing macro 
perspective. Roughly two-thirds of S&P 500 companies have now 
reported their Q3 results, with 83% beating consensus forecasts, well 
above the long-term average. Additionally, year-over-year earnings 
per share (EPS) growth is currently estimated to come in at a robust 
+10.7% for the overall index. Valuations appear stretched but supported 
by improving earnings momentum and the prospect of lower costs of 
capital thanks to Fed easing.

That said, despite the Fed’s widely anticipated 25 basis points rate cut 
last week, Chair Jerome Powell cautioned that a further reduction in 
December “is not a foregone conclusion,” adding “Far from it.” That 
point is also reflected in how investor expectations have shifted. 
Markets are now pricing in a shallower easing path than they did one 
week ago or compared to last month, as shown in Figure 1.
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The prospect of fewer or slower rate cuts and the lack of macro clarity 
means equity markets will likely have to rely on resilient earnings growth 
as the main catalyst for extending this year’s rally. Investors seeking to 
diversify their equity exposure for a potentially better balance of caution 
and hope in their portfolios have a range of choices within fixed income.

FIGURE 1: RATE CUTS SHOULD CONTINUE, BUT AT A LESS 
AGGRESSIVE PACE
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Data source: Bloomberg, L.P., as of 29 Oct 2025.

Portfolio considerations
While headlines trumpet the banner year U.S. equities are having, 
U.S. fixed income markets are quietly putting up impressive gains of 
their own, with many categories that warrant consideration as portfolio 
allocations. Year to date through October, the broad-based Bloomberg 
U.S. Aggregate Bond Index (the “Agg”) has returned a stellar +6.8%. At 
this rate, 2025 is on track to be among the Agg’s best years going back 
three decades. 

Falling Treasury yields, tighter credit spreads and relatively high levels 
of income have fueled the strong performance. Going forward, we expect 
short-term yields (including the Fed-sensitive 2-year Treasury rate, 
already down 66 bps this year) to decline further as the Fed continues its 
policy easing, while longer-term yields like the 10-year will likely remain 
near current levels (Figure 2). As a result, the yield curve should steepen, 
providing more attractive entry points for adding duration in the future. 
In the meantime, we favor sectors with a duration lower than the overall 
Agg’s (currently 6.0 years).

Although the 
shutdown is 
clouding the 
economic picture, 
investors continue 
to focus on the 
positives.
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Securitized assets are an important sector within the Agg, accounting 
for roughly 26% of its total market value and encompassing asset-
backed, mortgage-backed and commercial mortgage-backed 
securities (ABS, MBS and CMBS, respectively). But many ABS and 
CMBS issues are excluded from the index due to their small size. Widening 
the opportunity set to include non-index securitized assets offers a way to 
seek additional yield and return potential. 

Also beyond the confines of the Agg are “plus” fixed income sectors, 
including preferred securities. Preferreds remain appealing for their 
income potential, but not all types are created equal. We favor $1000 par 
preferreds, which have returned +8.0% year to date, while their spreads 
have marginally widened, unlike those in other areas of fixed income. 
Additionally, compared to $25 par preferreds. $1000 par preferreds offer 
a higher option-adjusted spread, more non-fixed-rate coupon structures 
and lower duration. We are less favorable toward a third segment of the 
preferreds market — contingent capital securities (CoCos) — though to 
a lesser extent than in the past, as Western European banks, a primary 
issuer of CoCos, are well-capitalized.

Lastly, while rate cuts may cause some modest yield erosion, starting 
yields in senior loans are about 7.8%, near 15-year highs. Rate cuts are 
a tailwind for senior loan fundamentals, improving borrowing conditions 
by reducing issuers’ interest expense. Other corporate fundamentals 
for leveraged finance borrowers remain broadly healthy as well. Among 
lower-rated (B and CCC) issuers, a focus on selectivity is key. We expect 
any deterioration in credit fundamentals will be concentrated in weaker 
issuers with limited cash flow and stretched balance sheets.

FIGURE 2: DECLINING SHORT-TERM RATES SHOULD STEEPEN 
THE YIELD CURVE
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Data source: Bloomberg, L.P., as of 29 Oct 2025 and Nuveen forecasts. Performance data shown represents past performance and does not 
predict or guarantee future results.

Securitized 
assets, preferred 
securities and 
senior loans are all 
enjoying tailwinds.
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Endnotes
Sources
All market and economic data from Bloomberg, FactSet and Morningstar.
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
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. Equity investing 
involves risk. Investments are also subject to political, currency and regulatory risks. 
These risks may be magnified in emerging markets. Diversification is a technique to 
help reduce risk. There is no guarantee that diversification will protect against a loss of 
income. Debt or fixed income securities are subject to market risk, credit risk, interest 
rate risk, call risk, tax risk, political and economic risk, and income risk. As interest 
rates rise, bond prices fall. Credit risk refers to an issuer’s ability to make interest 
payments when due. Below investment grade or high yield debt securities are subject to 
liquidity risk and heightened credit risk. Asset-backed and mortgage-backed securities 
are subject to additional risks such as prepayment risk, liquidity risk, default risk and 
adverse economic developments. There are special risks associated with investing in 
preferred securities, including generally an absence of voting rights with respect to the 
issuing company unless certain events occur. Also in certain circumstances, an issuer 
of preferred securities may redeem the securities prior to a specified date. As with call 
provisions, a redemption by the issuer may negatively impact the return of the security 
held by an account. In addition, preferred securities are subordinated to bonds and 
other debt instruments in a company’s capital structure and therefore will be subject to 
greater credit risk than those debt instruments. Senior loans may not be fully secured 
by collateral, generally do not trade on exchanges, and are typically issued by unrated 
or below-investment grade companies, and therefore are subject to greater liquidity 
and credit risk.
Nuveen, LLC provides investment services through its investment specialists.
This information does not constitute investment research as defined under MiFID.

About Nuveen’s Global Investment Committee

Nuveen’s Global Investment Committee (GIC) brings together the most senior 
investors from across our platform of core and specialist capabilities, including 
all public and private markets.

Regular meetings of the GIC lead to published outlooks that offer:

•	 macro and asset class views that gain consensus among our investors

•	 insights from thematic “deep dive” discussions by the GIC and guest experts 
(markets, risk, geopolitics, demographics, etc.)

•	 guidance on how to turn our insights into action via regular commentary 
and communications
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