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2Performance attribution and commentary is in reference to the composite. Performance is preliminary as of 6/30/26.

• The dominant factor for markets in the second quarter was the shift in 
Fed expectations toward hikes and the strong earnings and AI capex 
investment cycle.

• Fixed income returns improved from Q1 but remained modest across 
sectors, as the curve shifted higher on a more hawkish Fed posture 
and spreads ground slightly tighter. The curve flattened throughout 
the quarter as the Fed repricing was felt more directly in the front end.

• Since the moves were driven almost solely by Fed expectations rather 
than term premium risks (longer-term inflation and supply concerns), 
back-end yield moves were relatively mild. As a result, longer-duration 
Treasury and credit segments outperformed, as did higher-yielding, 
more spread-sensitive markets such as IG Credit and HY.

The Core Strategy returned +0.82% (gross) / +0.73% (net) vs. +0.67% 
for the Bloomberg Aggregate Index.

Attribution:
• Curve/Duration: +3 bps
• Sector/Selection: +12 bps (+9 bps/+3 bps)

Primary contributors to relative performance:
• Sector: Overweight Corporate Credit & Structured Finance
• Subsector: Overweight to ABS, CMBS & RMBS
• Industries: Banking, REITs & Brokerage/Asset Managers/Exchanges

Primary detractors to relative performance:
• Sector: Underweight Government Related
• Industries: Consumer Non-Cyclical, Consumer Cyclical & Energy

• Within the strategy, we are focused on harvesting yield through 
security selection and sector tilts, while maintaining relatively low 
tracking error, full duration, and a defensive credit profile. 

• We continue to overweight MBS, which we view as offering the best 
risk-reward profile within core fixed income, combining attractive 
yields relative to credit with a higher-quality profile.

• We are favoring the front end of the credit curve and hard-assets 
issuers that are less susceptible to AI-driven disruption, as well as 
highly regulated sectors, such as banking and utilities.

• First half inflation and policy tightening headwinds have not gone 
away, but the de-escalation with Iran has taken much of the pressure 
off rates. While the Fed, like many other central banks, has moved 
toward a tightening bias, we ultimately expect rates to remain on 
hold through 2026.

• Our base case for the back half of the year calls for range-bound 
rates at slightly higher levels, reflecting an environment of still-
muted core inflation dynamics, easing energy-related pressures, and 
firm growth but with pockets of weakness.

• Credit valuations are also at unforgiving levels, but the difference is 
that investors can still win going sideways, which is the zone we are 
in. Strong fundamentals and overwhelming demand for yield are 
likely to keep spreads stable.

Market Environment

PositioningQuarterly Performance

Outlook
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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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