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2Performance attribution and commentary is in reference to the composite. Performance is preliminary as of 3/31/26. 

The High Quality High Yield Fixed Income Composite returned -0.81% 
(gross) / -0.91% (net) vs. -0.42% for the Bloomberg Ba US HY 2pct 
Issuer Cap.

Attribution:
• Curve/Duration: -6 bps
• Sector/Selection: -33 bps (-3 bps/ -30 bps)

Primary contributors to relative performance:
• Industries: Consumer Cyclicals, Electric Utilities & Technology

Primary detractors to relative performance:
• Curve Positioning
• Industries: Finance Companies, Energy & Capital Goods

• We continue to favor a low tracking-error posture, reduced credit 
risk, and a focus on quality. Recent rate volatility, curve flattening, 
and spread widening have created opportunities for selective 
repositioning, including adding interest rate sensitivity.

• Within our sector allocation, we balance still-tight credit spreads 
against attractive yields by maintaining full exposure to harvest 
income while positioning defensively through selective issuer and 
sector exposure that avoids private credit risk and AI-related 
disruption.

• Within sectors, we continue to favor financials, healthcare, and 
industrials.

Market Environment

PositioningQuarterly Performance

Outlook
• Markets began the quarter focused on AI disruption and private credit 

risks, but the escalation in Iran quickly shifted attention to surging 
energy prices and higher rates driven by near-term inflation concerns.

• Fixed income markets have largely interpreted the shock as a 
near-term, supply-driven inflation event. Yields moved higher and 
curves flattened as expectations for Fed easing were pushed out of 
2026.

• Most investment grade markets delivered flat total returns in Q1, as 
higher yields were offset by strong income carry. Credit modestly 
underperformed amid risk-off sentiment and supply pressures, while 
higher-quality sectors outperformed, including agency MBS.

• From an investment standpoint, yields have moved too aggressively 
toward pricing hikes, creating an attractive window to add duration. 
Higher yields have also improved forward return expectations for 
core fixed income through stronger carry.

• Inflation is rising, but with limited pressure from rents and wages, we 
expect inflation to fade quickly if tensions with Iran ease. We 
continue to center our expectations around one to two cuts, given 
slower growth, a weakening labor market, limited core inflation 
pressure, and a more dovish incoming Fed chair.

• Credit remains a balance between spreads that are still too tight and 
yield levels that are attractive and supportive of continued inflows.
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3Information as of 3/31/26. This information is supplemental to the GIPS presentation attached and is based on underlying composite accounts. Sage represents that the holdings, characteristics and risk 
profile are representative of the strategy/style. Please reference complete GIPS disclosures at the end of the presentation.
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This report is for informational purposes only and is not intended as investment advice or an offer or solicitation with respect to the 
purchase or sale of any security, strategy or investment product.  Although the statements of fact, information, charts, analysis and data 
in this report have been obtained from, and are based upon, sources Sage believes to be reliable, we do not guarantee their accuracy, 
and the underlying information, data, figures and publicly available information has not been verified or audited for accuracy or 
completeness by Sage.  Additionally, we do not represent that the information, data, analysis and charts are accurate or complete, and 
as such should not be relied upon as such.  All results included in this report constitute Sage’s opinions as of the date of this report and 
are subject to change without notice due to various factors, such as market conditions.  No part of this Material may be reproduced in 
any form, or referred to in any other publication, without our express written permission.  

Investors should make their own decisions on investment strategies based on their specific investment objectives and financial 
circumstances.  All investments contain risk and may lose value.  Debt or fixed income securities are subject to market risk, credit risk, 
interest rate risk, call risk, tax risk, political and economic risk, derivatives risk, income risk, and other investment company 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. Foreign investments involve additional risks as noted 
above.  Investing involves substantial risk and high volatility, including possible loss of principal. Bonds and bond funds will decrease in 
value as interest rates rise. Past performance is not a guarantee of future results.  

Sage Advisory Services, Ltd. Co. is a registered investment adviser that provides investment management services for a variety of 
institutions and high net worth individuals.  For additional information on Sage and its investment management services, please view our 
web site at www.sageadvisory.com, or refer to our Form ADV, which is available upon request by calling 512.327.5530.

Not FDIC Insured
May Lose Value

No Bank Guarantee
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