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2Performance attribution and commentary is in reference to the composite. Performance is as of 9/30/25. 

• Bonds drew support from Fed easing, prompted by softer labor data, 
while inflation remained subdued. Longer-term yields held firm, as 
increased T-bill issuance helped limit the supply of long Treasury debt.  

• Core fixed income delivered gains across all major sectors, driven by 
falling front-end yields and modestly higher spreads. Yields ended flat 
in the 30y segment and lower across the rest of the curve by 
between 6 to 11 basis points.

• In core markets, spread sectors outperformed; both MBS and credit 
gained relative to intermediate Treasuries for the quarter. 

• For credit, strong demand and solid earnings pushed spreads 
modestly tighter from already historically low levels, and for MBS, 
falling yields and diminishing rate volatility boosted returns.

The High Quality High Yield Fixed Income Composite returned +2.45% 
(gross) / +2.35% (net) vs. +2.30% for the Bloomberg Ba US HY 2pct 
Issuer Cap.

Attribution:
• Curve/Duration: -4 bps
• Sector/Selection: +19 bps (+14 bps/ +5 bps)

Primary contributors to relative performance:
• Sector: Slight underweight to High Yield
• Industry: Finance Companies, Consumer Non-Cyclical & 

Technology

Primary detractors to relative performance:
• Industries: Communications, Consumer Cyclical & Energy
• Curve: Positioning 

• We remain focused on generating excess yield through relative value 
opportunities and security selection, while keeping overall portfolio 
risk muted. 

• The strategy has a slightly long-duration posture to be in a position 
to reap price gains from an easing Fed. 

• Within our core credit allocations, we are prioritizing sectors with 
short-term tailwinds and minimal regulatory risk. Specifically, we 
favor large banks that are well-positioned to navigate uncertainty, 
regulated utilities benefiting from AI-driven power demand, and 
natural gas-centered energy businesses that are also receiving 
increased demand.

• While the labor market has shown pronounced evidence of 
weakness, the US economy continues to outperform overall. 
Inflation risks persist, but so far, the impact from goods inflation has 
been modest, and labor market weakness appears to be a greater 
concern than stagflation.

• These conditions support further Fed easing, but at a measured 
pace. We believe that there will be one to two more rate cuts in Q4 
followed by quarterly cuts, with the fed funds rate landing near 3%.

• Within the fixed income allocation, we are positioned for further 
economic expansion and accommodative policy, while mindful of full 
valuations. We carry a spread sector overweight to drive yield, but it 
is more tilted toward agency MBS than credit.

Market Environment

PositioningQuarterly Performance

Outlook
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3Information as of 9/30/2025. 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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