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THREE STRATEGIES FOR AN 
EVOLVING BOND MARKET

Over the last year and a half, fixed income investors have been faced with a variety of 
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Source: Bloomberg, as of 3/29/23. Treasuries are represented by the Bloomberg U.S. Aggregate Treasury Index Yield-to-Worst. Investment Grade 
Corporates are represented by the Bloomberg U.S. Aggregate Corporate Index Yield-to-Worst. High-Yield Corporates are represented by the 



WisdomTree.com    866.909.9473

INCOME WITHOUT THE VOLATILITY

One of the major themes we have emphasized for investors is the continued prospects for elevated volatility within 
the money and bond markets. Even before the recent banking turmoil, the volatility quotient was on the high side 
of the spectrum and has since only experienced more elevation as a result of these negative developments. While 
one usually looks at equities or credit for signs of increasing volatility, this latest episode has been underscored by 
the historical movements in the UST market.
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Figure 2: MOVE Index
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Figure 5: Cumulative HY Defaults (Mar ’16–Feb ’23)

Sources: Bloomberg, ICE, WisdomTree, as of 2/28/23. High-Yield Corporate Market Cap is proxied by the Bloomberg U.S. Corporate High Yield Index 
a�er 3/31/20. Prior to this date, High-Yield Corporate Market Cap is proxied by the ICE BofA U.S. High Yield Index. High-Yield Corporate Market Cap 
was policed due to data availability. Past performance is not indicative of future results. You cannot invest directly in an index.

With recession and potential risk-o� concerns remaining a prevalent part of the investment landscape discussion, 
an HY solution that recognizes this factor is an important consideration for investors. The WisdomTree U.S. 
High Yield Corporate Bond Fund (WFHY) employs a “screen for quality” approach that only focuses on public 
issuers and their attendant balance sheets. We found that eliminating the public issuer universe with “negative 
cash flow” can serve as an important quality screen and help to address the elevated credit risk apparent in the 
market cap-weighted approach, with the goal being to mitigate credit concerns—i.e., default risk—that can arise 
from risk-o� periods (recessions). As the above graph highlights, the Utly imitigonc C(s _42ie3isions/P <</La6ys 14 (o mitig)ID 235f(tl8ap )]TJ
ET
EMC 
<</Lang (en-U29cs 1  scn
/T13.8%p)-hilndant  (ac)r orpo)9(ac, g t C(s _42or qua2.0% si their a)i their ap9.7481 ri dir)10 (ec)10.1 (tly in an inde)18 (x)39ap 



WisdomTree.com    866.909.9473

�7

WHAT TO WEAR TO THE DURATION PARTY

Certainly, one of the more widely asked questions has been, when should we add, or go longer, duration in our 
fixed income portfolios? Our mantra has been, “we’d rather be late than early to the duration party.” And given the 
recent rally in UST intermediate and longer-dated maturities, we believe there is still no urgency or, perhaps more 
importantly, incentive to be the first one there, especially given the aforementioned shape of the yield curve. It 
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IMPORTANT INFORMATION

Investors should carefully consider the investment objectives, risks, charges and expenses of the Funds before investing. To 
obtain a prospectus containing this and other important information, please call 866.909.9473, or visit WisdomTree.com/


