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Calendar year 2024 presents fixed income investors with a new rate regime in terms of

absolute yield levels, and from a monetary policy perspective. 

Unlike 2022 and 2023, when rate hikes dominated the landscape, this year is expected to

bring a change in scenery from the Federal Reserve, where rate cuts are soon to be the

primary theme. 

However, given the outcome of the January FOMC meeting and attendant Powell presser, the

timing and magnitude for an easing in policy is still uncertain. 

In addition, economic data, such as the most recent jobs report, has also challenged the

money and bond markets’ most optimistic expectations, creating an environment for

continued elevated volatility. 

While the potential for ongoing bond market volatility certainly presents challenges, we

are also finding many interesting opportunities for fixed income investors. 

For advisors seeking the flexibility to capitalize on bond market opportunities and

adjust exposures as conditions change, Model Portfolios can provide cost-effective

access to the expertise of our asset allocation and fixed income teams.

Our WisdomTree Fixed Income Model Portfolio recently passed its 10-year anniversary

since inception. To mark the occasion, we wanted to provide an update on our current

outlook and positioning, and look back on performance since inception. 

Positioning within our Fixed Income Model Portfolios

Below we summarize the current positioning and some of the recent changes within our

WisdomTree Fixed Income Model Portfolio, which is dynamically managed based on the top-

down and sector-specific views of our Model Portfolio Investment Committee. 

WisdomTree Model Portfolio Investment Committee—Fixed Income Positioning
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Given the inverted nature of the yield curve, we remain allocated to short-duration

bonds, including Treasury floating rate notes.

However, using a barbell approach, we continued to add duration in a deliberate manner

in 2023. After spending much of the past few years shorter in duration than our

benchmarks, we are now closer to a “neutral” stance, which we feel is prudent given the

level of ongoing interest rate volatility and the inherent difficulty in predicting

shorter-term movements in interest rates (see below).

10-Year U.S. Treasury Yield: Historical vs. Median Professional Forecast

Another opportunity we see in fixed income markets is securitized assets, specifically

agency mortgage-backed securities (MBS). While investment-grade and high-yield corporate

credit spreads tightened well inside of their historical averages last year, we believe

yields on agency MBS relative to Treasuries offer attractive value. Therefore, we

rotated from high-yield corporates into MBS, while maintaining a modest over-weight

allocation to quality high-yield credit.
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A 10-Year Track Record of Performance

Since its launch in December 2013, the WisdomTree Fixed Income Model Portfolio has

delivered on its objective, outperforming the Bloomberg U.S. Aggregate Bond Index since

inception and over the past 1-year, 3-year, 5-year and 10-year periods. 

Financial advisors can learn more about the WisdomTree lineup of fixed income and multi-

asset Model Portfolios by visiting our Model Adoption Center. 

WisdomTree Fixed Income Model Portfolio Performance

Important Risks Related to this Article

For retail investors:   WisdomTree’s Model Portfolios are not intended to constitute

investment advice or investment recommendations from WisdomTree. Your investment advisor

may or may not implement WisdomTree’s Model Portfolios in your account. The performance

of your account may differ from the performance shown for a variety of reasons,

including but not limited to: your investment advisor, and not WisdomTree, is

responsible for implementing trades in the accounts; differences in market conditions;

client-imposed investment restrictions; the timing of client investments and

withdrawals; fees payable; and/or other factors. WisdomTree is not responsible for

determining the suitability or appropriateness of a strategy based on WisdomTree’s Model

Portfolios. WisdomTree does not have investment discretion and does not place trade

orders for your account. This material has been created by WisdomTree, and the

information included herein has not been verified by your investment advisor and may

differ from information provided by your investment advisor. WisdomTree does not

undertake to provide impartial investment advice or give advice in a fiduciary capacity.

Further, WisdomTree receives revenue in the form of advisory fees for our exchange-

traded Funds and management fees for our collective investment trusts.

For financial professionals: WisdomTree Model Portfolio information is designed to be

used by financial advisors solely as an educational resource, along with other potential

resources advisors may consider, in providing services to their end clients.

WisdomTree’s Model Portfolios and related content are for information only and are not

intended to provide, and should not be relied on for, tax, legal, accounting, investment

or financial planning advice by WisdomTree, nor should any WisdomTree Model Portfolio

information be considered or relied upon as investment advice or as a recommendation
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from WisdomTree, including regarding the use or suitability of any WisdomTree Model

Portfolio, any particular security or any particular strategy.

 

For standardized performance and the most recent month-end performance click here NOTE,

this material is intended for electronic use only. Individuals who intend to print and

physically deliver to an investor must print the monthly performance report to accompany

this blog.

Related Blogs

+ Groundhog Day for the Bond Market

+ Fed Watch: Not So Fast, My Friend

+ The New Rate Regime: Playing for Rate Cuts

+ The New Rate Regime: Income without the Volatility

Related Funds

+ WisdomTree Floating Rate Treasury Fund

+ WisdomTree U.S. High Yield Corporate Bond Fund

+ WisdomTree Yield Enhanced U.S. Aggregate Bond Fund

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. investors only: Click    here to obtain a WisdomTree ETF prospectus which      

contains investment objectives, risks, charges, expenses, and other information;

read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign

investing involves currency, political and economic risk. Funds focusing on a single

country, sector and/or funds that emphasize investments in smaller companies may

experience greater price volatility. Investments in emerging markets, currency, fixed

income and alternative investments include additional risks. Please see prospectus for

discussion of risks.

 

Past performance is not indicative of future results. This material contains the

opinions of the author, which are subject to change, and should not to be considered or

interpreted as a recommendation to participate in any particular trading strategy, or

deemed to be an offer or sale of any investment product and it should not be relied on

as such. There is no guarantee that any strategies discussed will work under all market

conditions. This material represents an assessment of the market environment at a

specific time and is not intended to be a forecast of future events or a guarantee of

future results. This material should not be relied upon as research or investment advice

regarding any security in particular. The user of this information assumes the entire

risk of any use made of the information provided herein. Neither WisdomTree nor its

affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal

advice. Investors seeking tax or legal advice should consult their tax or legal advisor.

Unless expressly stated otherwise the opinions, interpretations or findings expressed

herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or

re-disseminated in any form and may not be used as a basis for or component of any

financial instruments or products or indexes. None of the MSCI information 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. Historical data and

analysis should not be taken as an indication or guarantee of any future performance

analysis, forecast or prediction. The MSCI information is provided on an “as is” basis

and the user of this information assumes the entire risk of any use made of this

information. MSCI, each of its affiliates and each entity involved in compiling,

computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly

disclaims all warranties. With respect to this information, in no event shall any MSCI

Party have any liability for any direct, indirect, special, incidental, punitive,

consequential (including loss profits) or any other damages (www.msci.com)

 

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,

Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph

Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,

and Brian Manby are registered representatives of Foreside Fund Services, LLC.

 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

Federal Reserve   : The Federal Reserve System is the central banking system of the

United States.

Rate Cut   : A decision by a central bank to reduce its main interest rate, usually to

influence rates charged by other financial institution.

Volatility : A measure of the dispersion of actual returns around a particular average

level.&nbsp.

Bond market   : The bond market—often called the debt market, fixed-income market, or

credit market—is the collective name given to all trades and issues of debt securities.

Governments typically issue bonds in order to raise capital to pay down debts or fund

infrastructural improvements.

Curve  : Refers to the yield curve. Positioning on the yield curve is important to

investors, especially during non-parallel shifts.

Duration : A measure of a bond’s sensitivity to changes in interest rates. The weighted

average accounts for the various durations of the bonds purchased as well as the

proportion of the total government bond portfolio that they make up.

Floating Rate Treasury Note    : a debt instrument issued by the U.S. government whose

coupon payments are linked to the 13-week Treasury bill auction rate.

Spread : Typically refers to a difference between a measure of yield for one asset class

and a measure of yield for either a different subset of that asset class or a different

asset class entirely.

Mortgage-backed securities   : Fixed income securities that are composed of multiple

underlying mortgages.
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