
SPEAKING OF MARKETS

KEEP A LONG-TERM PERSPECTIVE
Market volatility is a constant for every investor. That’s why you need to maintain your investment strategy and remember the market’s 
record of long-term growth.

Stay invested to take advantage of the stock market’s growth potential. 

Although the stock market has experienced several major downturns since 2000, history shows that stock markets eventually 
recover—though past performance cannot guarantee future results. The chart below demonstrates how the market has fluctuated 
over past decades. While stocks saw some drastic dips, they also rallied periodically for strong gains.

Over a long-term time horizon, stocks provide a higher return potential when compared with bonds or cash. The light blue line 
represents a 60/40 allocation of stocks and bonds, which has generated significantly higher returns than an all-bond portfolio with 
less volatility than an all-stock portfolio.
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Sources: T. Rowe Price, created with Zephyr StyleADVISOR; S&P; Bloomberg Barclays Index Services Ltd., and FTSE. See Additional Disclosures. Past 
performance cannot guarantee future results. It is not possible to invest directly in an index. Chart is shown for illustrative purposes only. Stocks: S&P 500 Index, 
Bonds: Bloomberg Barclays U.S. Aggregate Bond Index, and Cash: FTSE 3-Month U.S. Treasury Bill Index.

Bloomberg Index Services Limited. BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P. and its affiliates (collectively “Bloomberg”). 
BARCLAYS® is a trademark and service mark of Barclays Bank (collectively with its affiliates, “Barclays”), used under license. Bloomberg, or Bloomberg’s 
licensors, including Barclays, own all proprietary rights in the Bloomberg Barclays Indices. Neither Bloomberg nor Barclays approves or endorses this material, or 
guarantees the accuracy or completeness of any information herein, or makes any warranty, express or implied, as to the results to be obtained therefrom, and to 
the maximum extent allowed by law, neither shall have any liability or responsibility for injury or damages arising in connection therewith.



STAY INVESTED FOR THE LONG HAUL
Investing in the stock market requires a long-term perspective. If you focus on the short term, it’s easy to let emotions influence 
your investment decisions, as the market seems to go up and down every year.

While market downturns can lead to short-term losses, the picture changes with a long-term perspective. As the chart below 
shows, holding stocks for longer periods can reduce volatility over longer holding periods. The stock market has delivered positive 
returns for every rolling 15-year period covered in our analysis.

Help mitigate portfolio volatility by holding stocks for the long term.
Bottom line: Remaining invested through downturns and corrections may allow you to take advantage of long-term growth potential. 

LOOK AT THE MARKET THROUGH A 15-YEAR LENS

S&P 500 Index
As of December 2020
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Sources: T. Rowe Price, created with Zephyr StyleADVISOR, and S&P. See Additional Disclosures below. Price return calculations include dividends and capital 
gains. Annual returns beginning in calendar year 1970. Rolling 15-year data beginning in 1970. Past performance cannot guarantee future results. It is not 
possible to invest directly in an index. Chart is for illustrative purposes only.

Additional Disclosures:
S&P — The “S&P 500 Index” is a product of S&P Dow Jones Indices LLC, a division of S&P Global, or its affiliates (SPDJI), and has been licensed for use by 
T. Rowe Price. Standard & Poor’s® and S&P® are registered trademarks of Standard & Poor’s Financial Services LLC, a division of S&P Global (S&P); Dow Jones® 
is a registered trademark of Dow Jones Trademark Holdings LLC (Dow Jones). T. Rowe Price’s product is not sponsored, endorsed, sold, or promoted by SPDJI, 
Dow Jones, S&P, or their respective affiliates, and none of such parties make any representation regarding the advisability of investing in such product, nor do they 
have any liability for any errors, omissions, or interruptions of the “S&P 500 Index.”
FTSE — Source: London Stock Exchange Group PLC and its group undertakings (collectively, the “LSE Group”). © LSE Group 2021. FTSE Russell is a trading name 
of certain of the LSE Group companies. “FTSE®” is a trademark of the relevant LSE Group companies and is used by any other LSE Group company under license. 
All rights in the FTSE Russell indexes or data vest in the relevant LSE Group company that owns the index or the data. Neither LSE Group nor its licensors accept any 
liability for any errors or omissions in the indexes or data, and no party may rely on any indexes or data contained in this communication. No further distribution of 
data from the LSE Group is permitted without the relevant LSE Group company’s express written consent. The LSE Group does not promote, sponsor, or endorse the 
content of this communication.
Important Information:
This material is provided for informational purposes only and is not intended to be investment advice or a recommendation to take any particular investment action. 
This information is not intended to reflect a current or past recommendation concerning investments, investment strategies, or account types, advice of any kind, or a 
solicitation of an offer to buy or sell any securities or investment services. The opinions and commentary provided do not take into account the investment objectives 
or financial situation of any particular investor or class of investor. Please consider your own circumstances before making an investment decision.
© 2021 T. Rowe Price. All Rights Reserved. T. ROWE PRICE, INVEST WITH CONFIDENCE, and the bighorn sheep design are, collectively and/or apart, trademarks 
of T. Rowe Price Group, Inc.
T. Rowe Price Investment Services, Inc.
Investment products are: 
NOT FDIC-INSURED | NO BANK GUARANTEE | MAY LOSE VALUE



SPEAKING OF MARKETS

THE HIGH COST OF CASHING OUT
When the stock market takes a dip, moving to cash can be a tempting option for investors seeking a respite from volatility. 

However, cashing out of a declining market could come at a cost. Although past performance cannot guarantee future results, history shows that 
stock markets eventually recover. Investors who cash out not only could lock in investment losses, but could also miss out on longer-term gains as 
the market recovers, hurting their chances of achieving long-term financial success.

Short-term pain, long-term gain 
Remember, long-term investment goals require a long-term perspective, particularly during periods of heightened market volatility. While it’s hard 
to watch your portfolio fluctuate with the ups and downs of the market, sticking with your long-term strategy can pay off over time. 

A tale of two investors
To see the benefit of staying invested through all types of markets, let’s consider two hypothetical investors—the first sticks to their investment 
strategy despite market fluctuations, and the second becomes anxious during volatile markets and jumps in and out. 

Both investors contributed $2,000 each quarter to their investment accounts. The steady investor (bright blue in the chart below) kept their money 
and ongoing contributions invested, riding out the stock market’s ups and downs. The anxious investor (dark blue) moved their account balance 
and contributions to cash when stocks dropped 10% or more in a quarter and only jumped back in to equities after a fourth consecutive quarter of 
positive returns. This behavior was repeated throughout several market cycles.

Stay invested in the market’s growth story
While both investors saw their portfolio balances decline during downturns, they continued to contribute to their accounts. The steady investor 
took advantage of lower stock prices through their ongoing contributions and was rewarded as the market recovered. Ultimately, the anxious 
investor’s account value ($311,243) was less than a quarter of the steady long-term investor’s account ($1,427,246) at the end of the period.

OUTCOMES FOR DIFFERENT STYLES OF HYPOTHETICAL INVESTORS
Both began investing $2,000 each quarter beginning in 1990 through Q4 2020

0

150,000

300,000

450,000

600,000

750,000

900,000

1,050,000

1,200,000

1,350,000

1,500,000
U.S. Dollars Balance as

of 12/31/20

4Q90 4Q92 4Q94 4Q96 4Q98 4Q00 4Q02 4Q04 4Q06 4Q08 4Q10 4Q12 4Q14 4Q16 4Q18 4Q20

Tech
Bubble
Crash

Global
Financial

Crisis

Flash
Crash

U.S.
Credit
Downgrade

2018 4Q
Sell-Off

Coronavirus
Shock

OUT IN OUT OUT OUTIN IN IN

OUT OUTIN

Investor 2—Anxious
Investor 1—Steady

Investor 2—Out Investor 2—In

The “anxious” style of investor is assumed to be invested in 3-month Treasury bills as a cash equivalent. The $2,000 contributed each quarter in this example 
assumes minimal interest earned. The anxious style of investor also assumes that cash is invested in Treasury bills during those periods when not invested in 
the stock market. The performance of stocks shown is that of the S&P 500 Stock Index, which measures the performance of large-capitalization companies that 
represent a broad spectrum of the U.S. economy. Charts are for illustrative purposes only. Investors cannot invest directly in an index. Past performance cannot 
guarantee future results.
Sources: T. Rowe Price and S&P. See Additional Disclosures below.

Additional Disclosures:
The “S&P 500 Index” is a product of S&P Dow Jones Indices LLC, a division of S&P Global, or its affiliates (“SPDJI”), and has been licensed for use by T. Rowe Price. 
Standard & Poor’s® and S&P® are registered trademarks of Standard & Poor’s Financial Services LLC, a division of S&P Global (“S&P”); Dow Jones® is a registered 
trademark of Dow Jones Trademark Holdings LLC (“Dow Jones”). T. Rowe Price’s product is not sponsored, endorsed, sold, or promoted by SPDJI, Dow Jones, 
S&P, or their respective affiliates, and none of such parties make any representation regarding the advisability of investing in such product, nor do they have any 
liability for any errors, omissions, or interruptions of the “S&P 500 Index.”



IT’S POSSIBLE TO PROFIT FROM PATIENCE
It’s nearly impossible to time the market and identify its peaks and troughs. If history is any guide, short-term drops in the stock market typically have 
been followed by longer-term rallies.

Stay invested for market recoveries 
The graph below shows that after market corrections (defined as a drop of at least 10%), the stock market typically recovered lost ground after three 
to six months. For two of the three bear markets (defined as a decline of at least 20%), stocks were back to their prior levels within four to five years. 
In 2020, the coronavirus shock was a shorter duration and stocks returned to prior levels within five months.

Trying to time the market can result in two types of losses. First, converting stocks to cash after they have lost value can lock in those losses. Second, 
you could miss out on gains when the market rallies if you wait too long to get back in.

Don’t let volatility change your plan
Market volatility is a given. Short-term downturns can be disconcerting, and they may heighten anxiety among some investors. If the stock market’s 
historical trends hold true, a patient investor who absorbs short-term volatility can benefit over the long term.

Drop is based on the percentage drop from the highest market index value just prior to the correction to the lowest market index value. Recovery is defined as the 
length of time for the market to return to the previous highest market index value, rounded to the nearest number of months.
Sources: T. Rowe Price and S&P. See Additional Disclosures on the previous page.
This material is provided for informational purposes only and is not intended to be investment advice or a recommendation to take any particular investment action. 
This information is not intended to reflect a current or past recommendation concerning investments, investment strategies, or account types, advice of any kind, 
or a solicitation of an offer to buy or sell any securities or investment services. The opinions and commentary provided do not take into account the investment 
objectives or financial situation of any particular investor or class of investor. Please consider your own circumstances before making an investment decision.
© 2021 T. Rowe Price. All Rights Reserved. T. ROWE PRICE, INVEST WITH CONFIDENCE, and the bighorn sheep design are, collectively and/or apart, trademarks of 
T. Rowe Price Group, Inc.
T. Rowe Price Investment Services, Inc.
Investment products are: 
NOT FDIC-INSURED | NO BANK GUARANTEE | MAY LOSE VALUE

BEAR MARKETS AND CORRECTIONS JANUARY 1990–DECEMBER 2020

% cumulative gain after trough
Event Date Duration % Drop Recovery 1 Year 3 Years 5 Years

¢ Tech Bubble Crash 4/7/00–10/9/02 2.5 years -48.77 5 years 33.73% 52.86% 101.50%

¢ Pre-Iraq War 11/27/02–3/11/03 3.5 months -14.71 2.5 months 38.22 60.37 64.93

¢ Global Financial Crisis 10/9/07–3/5/09 1.5 years -56.39 4 years 66.83 99.89 174.53

¢ Greek Debt Crisis/Flash Crash 4/15/10–7/2/10 2.5 months -15.61 4 months 30.83 57.84 103.09

¢ Debt Ceiling Debate/S&P Downgrade 4/29/11–10/3/11 5 months -19.39 3 months 32.00 79.03 96.61

¢ Post QE/China Growth Slowdown 8/10/15–2/11/16 6 months -13.07 4 months 27.29 48.15 N/A

¢ Jan.-Feb. 2018 Correction 1/26/18–2/8/18 0.5 months -10.16 6.5 months 4.92 N/A N/A

¢ Q4 2018 Sell-Off 9/20/18–12/24/18 2 months -19.78 4 months 37.10 N/A N/A

¢ Coronavirus Shock 2/19/20–8/18/20 1 month -33.93 5 months N/A N/A N/A

S&P 500 Bear Market Correction
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SPEAKING OF MARKETS

MANAGE RISK IN YOUR PORTFOLIO 
There isn’t a bulletproof investment that will safeguard your portfolio from market volatility and provide the growth potential needed to achieve 
your goals. An asset allocation strategy that aligns to your time horizon and your risk tolerance can help defend against market fluctuations.

The chart below shows that, historically, adding bonds to an all-stock portfolio could help dampen overall portfolio volatility and still provide 
attractive long-term growth potential.

RETURN VOLATILITY
30 Years Ended December 31, 2020
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Asset allocation becomes even more important as you get closer to retirement, which could last 30 years or more. A balanced approach to 
investing allows you to take advantage of the growth potential offered by stocks while mitigating market volatility with bonds. 

As the chart below shows, portfolios with a higher percentage of stocks were more likely to experience dramatic short-term gains and losses than their 
bond-heavy counterparts. Over time, however, portfolios with a blend of stocks and bonds tended to offer higher returns than an all-bond portfolio with 
less volatility than an all-stock portfolio.

PORTFOLIO PERFORMANCE
30 Years Ended December 31, 2020

100% Bonds
20% Stocks 
80% Bonds

40% Stocks 
60% Bonds

60% Stocks 
40% Bonds

80% Stocks  
20% Bonds

100% Stocks 

Return for Best Year 18.5% 22.1% 25.8% 29.7% 33.6% 37.6%

Return for Worst Year -2.9% -4.6% -13.7% -22.1% -29.8% -37.0%

Average Annual Nominal Return 5.9% 7.0% 8.1% 9.0% 9.9% 10.7%

Number of Down Years 3 3 4 6 5 5

Average Loss (in Down Years) -1.9% -2.4% -4.9% -6.5% -12.4% -16.9%

These hypothetical portfolios combine stocks and bonds to represent a range of potential risk/reward profiles. For each allocation model, historical data are shown 
to represent how the portfolios would have fared in the past. Figures include changes in principal value and reinvested dividends and assume the portfolios are 
rebalanced monthly. It is not possible to invest directly in an index. Past performance cannot guarantee future results.
Charts are shown for illustrative purposes only and do not represent the performance of any specific security or T. Rowe Price product.
Sources: T. Rowe Price, created with Zephyr StyleADVISOR; S&P; Bloomberg Barclays Index Ltd.; and FTSE. See Additional Disclosures. Stocks, S&P 500 Index; 
bonds, Bloomberg Barclays U.S. Aggregate Bond Index; cash, FTSE 3-Month U.S. Treasury Bill.



CHART A STEADY COURSE
Taking your investment time horizon and risk tolerance into account, asset allocation should identify an appropriate mix of stocks, bonds, and cash 
to help reduce your portfolio’s volatility, minimize losses, and maximize overall gains. Diversification involves spreading investments within asset 
classes to reduce dependence on a single category. For instance, investing in different types of stocks (small-cap, large-cap, international, etc.) and 
bonds (international, high yield, and investment grade) so your portfolio is never too dependent on any one asset type.

The table below shows how multiple stock and bond indexes performed over a 10-year period. While it’s tempting to chase categories with double-
digit gains, it is important to remember that many of those same categories experienced double-digit losses in other years. The white boxes in the 
table show how a diversified portfolio with a 60% stock/40% bond allocation performed each year over the 10-year period. The diversified portfolio 
had only a few years of negative performance, and it still outperformed many other sectors in those down years. 

Of course, diversification cannot assure a profit or protect against loss in a declining market, but a well-diversified portfolio could offer exposure to 
higher-performing sectors without being derailed by poor-performing categories.

NO ONE CAN PREDICT WHICH ASSET CLASSES WILL BE IN FAVOR
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

8.46% 19.60% 38.82% 13.24% 1.23% 21.31% 37.28% 0.01% 31.43% 20.96%

7.84% 18.54% 33.11% 5.98% 0.92% 14.27% 25.03% -2.15% 25.52% 19.96%

4.36% 18.22% 22.78% 5.97% 0.55% 12.05% 21.69% -4.06% 22.01% 18.31%

3.12% 17.32% 15.94% 5.53% -0.43% 11.19% 15.48% -4.61% 20.34% 13.49%

1.50% 16.42% 7.33% 4.89% -0.81% 10.19% 14.65% -4.78% 18.42% 10.11%

0.89% 16.35% -2.02% 0.01% -2.72% 8.01% 10.51% -5.11% 14.42% 7.82%

-4.18% 13.01% -2.60% -2.19% -4.41% 2.65% 10.43% -11.01% 12.56% 7.51%

-12.14% 4.21% -3.08% -3.08% -6.02% 1.49% 9.32% -13.79% 8.72% 7.03%

-18.42% 4.09% -6.58% -4.90% -14.92% 1.00% 3.54% -14.58% 5.09% 5.88%

Representative Index Asset Class/Sector Diversified Portfolio Allocation
¢¢ Russell 1000 Index U.S. Equity Large-Cap 36%
¢¢ Russell 2000 Index U.S. Equity Small-Cap 6%
¢¢ MSCI EAFE Index Developed International Equity 15%
¢¢ MSCI EM (Emerging Markets) Index Emerging Markets Equity 3%
¢¢ Bloomberg Barclays U.S. Aggregate Index U.S. Investment-Grade Bonds 28%
¢¢ Bloomberg Barclays Global High Yield Index High Yield Bonds 4%
¢¢ Bloomberg Barclays Global Aggregate Ex-USD Bond Index International Bonds 4%
¢¢ J.P. Morgan Emerging Markets Bond Index Global Emerging Market Bonds 4%
¢¢ Diversified Portfolio Asset Allocation –

The Diversified Portfolio assumes the following weights: 60% stocks and 40% bonds represented by the indices above and assumes monthly rebalancing.  
Data as of 12/31/20.

Additional Disclosures:
S&P — The “S&P 500 Index” is a product of S&P Dow Jones Indices LLC, a division of S&P Global, or its affiliates (SPDJI), and has been licensed for use by 
T. Rowe Price. Standard & Poor’s® and S&P® are registered trademarks of Standard & Poor’s Financial Services LLC, a division of S&P Global (S&P); Dow Jones® 
is a registered trademark of Dow Jones Trademark Holdings LLC (Dow Jones). T. Rowe Price’s product is not sponsored, endorsed, sold, or promoted by SPDJI, 
Dow Jones, S&P, or their respective affiliates, and none of such parties make any representation regarding the advisability of investing in such product nor do they 
have any liability for any errors, omissions, or interruptions of the “S&P 500 Index.”
FTSE/Russell — Source: London Stock Exchange Group plc and its group undertakings (collectively, the “LSE Group”). © LSE Group 2021. FTSE Russell is a 
trading name of certain of the LSE Group companies. “FTSE® and Russell®” are trademarks of the relevant LSE Group companies and is used by any other LSE 
Group company under license. All rights in the FTSE Russell indexes or data vest in the relevant LSE Group company that owns the index or the data. Neither 
LSE Group nor its licensors accept any liability for any errors or omissions in the indexes or data and no party may rely on any indexes or data contained in this 
communication. No further distribution of data from the LSE Group is permitted without the relevant LSE Group company’s express written consent. The LSE 
Group does not promote, sponsor, or endorse the content of this communication.
MSCI — MSCI and its affiliates and third-party sources and providers (collectively, “MSCI”) makes no express or implied warranties or representations and shall 
have no liability whatsoever with respect to any MSCI data contained herein. The MSCI data may not be further redistributed or used as a basis for other indices 
or any securities or financial products. This report is not approved, reviewed, or produced by MSCI. Historical MSCI data and analysis should not be taken as 
an indication or guarantee of any future performance analysis, forecast, or prediction. None of the MSCI data is intended to constitute investment advice or a 
recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such.
J.P. Morgan — Information has been obtained from sources believed to be reliable but J.P. Morgan does not warrant its completeness or accuracy. The index is used with 
permission. The Index may not be copied, used, or distributed without J.P. Morgan’s prior written approval. Copyright © 2021, J.P. Morgan Chase & Co. All rights reserved.
© 2021 T. Rowe Price. All Rights Reserved. T. ROWE PRICE, INVEST WITH CONFIDENCE, and the bighorn sheep design are, collectively and/or apart, trademarks 
of T. Rowe Price Group, Inc.
T. Rowe Price Investment Services, Inc.



SPEAKING OF MARKETS

UNDERSTANDING BONDS IN A LOW RATE ERA
We’re living in an era of low fixed income yields. Despite this challenge, bonds can still play a vital role for investors—especially those nearing, 
or in, retirement. Fortunately, there are still compelling fixed income opportunities, at relatively moderate levels of risk, for investors who know 
where to look and understand the value of time-tested investment principles. 

Getting More From Fixed Income Allocations 
Investors often think of diversification across asset classes—which can be critical to success. Yet diversification within an asset class can be 
equally important. Exposure to a wider range of potential solutions can help fixed income allocations function in a variety of portfolio roles, 
including as a: cash alternative, diversifier, income-generator, and interest rate hedge. 

Cash Alternative
Short-term bonds and money market funds are often used in a similar capacity within portfolios. However, a key difference is that for investors 
willing to accept minimal fluctuations in principal value, historically short-term bonds have delivered more than twice the return at a comparable 
level of volatility—a particular advantage in a low-yield environment.

SHORTER-DURATION BONDS VS. MONEY MARKET FUNDS
Nearly double the returns…
12/31/10 to 12/31/20
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…for a comparable level of volatility
12/31/10 to 12/31/20

  Money Market Funds (Lipper U.S. Government Money Market Index) 

A
nn

ua
l R

et
ur

ns
 (%

)

Standard Deviation* (%)
0.0 0.5 1.0 1.5 2.0

0.0

0.5

1.0

1.5

Past performance is not a reliable indicator of future performance. Index performance is for illustrative purposes only and is not indicative of any specific 
investment. Investors cannot invest directly in an index. 
*Standard deviation indicates the volatility of a portfolio’s total returns as measured against its mean performance. 
Source: Bloomberg Index Services Limited and Lipper. All of the mutual fund information contained in this table was supplied by Lipper, a Refinitiv Company, 
subject to the following: Copyright 2021 © Refinitiv. All rights reserved. Any copying, republication or redistribution of Lipper content is expressly prohibited without 
the prior written consent of Lipper. Lipper shall not be liable for any errors or delays in the content, or for any actions taken in reliance thereon.

Diversification
Many investors are concentrated in U.S. fixed income because the global fixed income market can be challenging to navigate. After all, foreign 
markets present additional challenges, including currency fluctuation, changing geopolitical climates, global headline events, and uneven local 
yields. But investors who have closed the door on the global fixed income market have not been rewarded. As this chart shows, an exclusively 
U.S.-based strategy has lagged a global fixed income approach during the most recent 5- and 10-year periods.

U.S.-ONLY FIXED INCOME PORTFOLIOS MAY HAVE MISSED OUT
As of December 31, 2020
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Past performance cannot guarantee future results. Index performance is for illustrative purposes only and is not indicative of any specific investment. Investors 
cannot invest directly in an index.
Source: Morningstar Direct, with analysis by T. Rowe Price.
© 2021 Morningstar, Inc. All Rights Reserved. The information contained herein: (1) is proprietary to Morningstar and/or its content providers; (2) may not be 
copied or distributed; and (3) is not warranted to be accurate, complete or timely. Neither Morningstar nor its content providers are responsible for any damages or 
losses arising from any use of this information. Past performance is no guarantee of future results.
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Income
Options such as floating rate bank loans, which have historically provided among the best relative yields of any fixed income sector, may be more 
attractive for investors seeking higher income returns.

FLOATING RATE BANK LOANS HAVE DELIVERED HIGH RELATIVE YIELDS
As of December 31, 2020
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Past performance cannot guarantee future results. 
**Tax-equivalent yields using a tax rate of 40.8% (highest marginal bracket of 37% + 3.8% net income investment tax).
***The term duration refers to how long it takes for an investor to be repaid a given bond’s price by that bond’s total cash flows.
Sources: Bloomberg Finance L.P., T. Rowe Price, and J.P. Morgan Chase. Information has been obtained from sources believed to be reliable, but J.P. Morgan 
does not warrant its completeness or accuracy. The index is used with permission. The index may not be copied, used, or distributed without J.P. Morgan’s prior 
written approval. Copyright © 2021, J.P. Morgan Chase & Co. All rights reserved.
Indexes used: U.S. Treasuries: BBgBarc U.S. Treasury Index; U.S. Aggregate: BBgBarc U.S. Aggregate; U.S. Corp. I.G.: BBgBarc U.S. Corp. I.G. Index; U.S. High 
Yield: BBgBarc U.S. High Yield; EM Corporates: J.P. Morgan CEMBI Broad Diversified; Bunds: BBgBarc Global Treasury Germany; Global High Yield: BBgBarc 
Global High Yield; U.S. Municipals: BBgBarc Municipal Bond Index Total Return Index Value Unhedged USD: Municipals 65% HG/35% HY BBgBarc 65% High 
Grade/35% HY Total Return Index Unhedged USD; Floating Rate Bank Loans: JPM Levered Loan Index and BBgBarc Short-Term Government/Corporate Total 
Return Index Value Unhedged USD.

Interest Rate Hedge
In addition, floating rate bank loans are the one fixed income sector that historically tended to appreciate when interest rates rise. Furthermore, 
they can provide higher returns than U.S. Treasury bills with a similar duration profile, and they sit higher in the capital structure than high yield 
bonds, which can mean less losses for investors in the event of a default. 

HEDGING AGAINST RISING INTEREST RATES
Time periods when Treasury yields rose 100+ basis points

From – To

Bank Loans 
(S&P/LTSA 
Performing 
Loan Index)

Bloomberg 
Barclays U.S. 

Aggregate Index

Bloomberg 
Barclays U.S. 

Treasury Index

Bloomberg 
Barclays U.S. 

10-Year Treasury 
Bellwethers Index 

Bloomberg  
Barclays U.S. 

Corporate Investment 
Grade Index 

J.P. Morgan 
Global High 
Yield Index

J.P. Morgan 
CEMBI Broad 

Diversified Index

4/30/13–8/31/13 0.50% -3.67% -3.37% -8.14% -4.92% -2.09% -5.90%

6/8/16–12/16/16 4.82 -4.38 -5.77 -10.02 -4.24 5.82 0.18

9/7/17–5/17/18 3.60 -3.32 -3.86 -7.43 -3.48 0.99 -2.11

Past performance cannot guarantee future results. Cumulative returns shown for all time periods.
Sources: J.P. Morgan Chase & Co., Bloomberg Barclays, and S&P/LSTA.

This material is provided for informational purposes only and is not intended to be investment advice or a recommendation to take any particular investment action. 
This information is not intended to reflect a current or past recommendation concerning investments, investment strategies, or account types, advice of any kind, or a 
solicitation of an offer to buy or sell any securities or investment services. The opinions and commentary provided do not take into account the investment objectives 
or financial situation of any particular investor or class of investor. Please consider your own circumstances before making an investment decision.
All investments are subject to market risk, including possible loss of principal. Fixed-income securities are subject to credit risk, liquidity risk, call risk, and interest-rate 
risk. As interest rates rise, bond prices generally fall. Investments in bonds will typically take on incrementally more credit risk than a money market fund. Floating rate 
bank loans are usually considered speculative and involve a greater risk of default and price decline than higher-rated bonds. Diversification cannot assure a profit or 
protect against loss in a declining market.
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