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Market Review 

Global fixed income markets generated modestly positive returns in August, as carry and spread income helped offset a further rise 

in global sovereign yields after a hawkish Jackson Hole shock pushed front-end yields higher, while in-line PCE data and flat real 

spending reinforced the Fed’s base case to remain on hold and limited spread widening despite the volatility. U.S. and global 

investment grade fixed income returned +0.39% and +0.10%, respectively, as measured by the Bloomberg U.S. Aggregate Index and 

Bloomberg Global Aggregate Index (USD hedged). Year to date, returns were modestly positive for Global Aggregate Fixed Income 

(+0.22%, USD hedged) but negative for the U.S. Aggregate (-0.31%, USD hedged), reflecting the drag from higher U.S. rates. August 

returns were positive across most spread sectors, with U.S. High Yield, U.S. Senior Floating Rate Loans, Hard Currency Emerging 

Markets Debt and Pan-European High Yield leading performance. Duration-sensitive areas also recovered modestly, including U.S. 

Agency MBS, U.S. Investment Grade Corporates and Global Investment Grade Corporates, while Pan-European Investment Grade 

Corporates declined slightly. 

Performance leadership in the month (as measured by the indices below) reflected continued demand for income and spread carry 

despite higher rates. In August, U.S. High Yield returned +0.99%, U.S. Senior Floating Rate Loans returned +0.93%, Hard Currency 

Emerging Markets Debt returned +0.89% and Pan-European High Yield returned +0.63%. U.S. Agency MBS returned +0.52%, U.S. 

Investment Grade Corporates returned +0.43%, Global Investment Grade Corporates returned +0.26% and U.S. CMBS returned 

+0.23%, while Pan-European Investment Grade Corporates declined -0.03%. Year to date, U.S. Senior Floating Rate Loans, Pan-

European High Yield, Hard Currency Emerging Markets Debt, U.S. High Yield, Local Currency Emerging Markets Debt and U.S. 

Agency MBS remained in positive territory, while U.S. Investment Grade Corporates and U.S. Treasuries remained modestly negative 

year to date. 

 

 

Rates remained a headwind in August as U.S. Treasury yields moved modestly higher across the front and intermediate portions of 

the curve, while the long end rallied slightly. The 2-year yield increased 5 bps to 4.34%, the 5-year rose 5 bps to 4.50%, the 10-year 

rose 1 bp to 4.75% and the 30-year declined 3 bps to 5.24%. The 10-year TIPS yield fell 3 bps to 2.44%, while the Fed funds target 

range was unchanged at 3.50%–3.75%. Outside the U.S., developed-market 10-year yields also moved higher, led by France, 

Australia, Japan, Italy, Spain and Germany. Year to date, 10-year yields were higher across most major markets, with Japan, France, 

Italy, the U.S. and the U.K. among the larger moves. 

Macro and policy developments remained central to market pricing. The Fed held rates unchanged at its late-July meeting, but the 

number of dissents favoring a hike and the June Summary of Economic Projections point to a less settled policy backdrop, with 

inflation still above target and the path increasingly dependent on incoming inflation and labor-market data. Current conditions remain 

mixed: U.S. growth has been resilient, supported by consumption and technology-related capital spending, while the labor market 

has moderated and inflation progress has become less linear. Outside the U.S., policy divergence remains a key theme, with the 

ECB and Bank of England balancing weaker growth against renewed inflation and energy-price risks, while the Bank of Japan 

continues to normalize policy gradually as Japanese yields remain under upward pressure. 

Overall, the macro backdrop remains supportive but more differentiated than earlier in the year. Higher sovereign yields across many 

developed markets continue to weigh on duration-sensitive segments, while carry-oriented and lower-rate-sensitivity exposures have 

been more resilient. Credit carry remains an important support, but with spreads tight and policy paths less synchronized, 

performance is likely to remain dependent on country-level duration exposure, curve positioning, sector selection and disciplined risk 

allocation. This argues for maintaining flexibility across regions and sectors, with a focus on areas where yields provide adequate 

compensation for inflation, policy and refinancing risks. 

  

Bloomberg Index (Total Return) August YTD 

U.S. High Yield 0.99% 2.60% 

U.S. Senior Floating Rate Loans 0.93% 3.07% 

Hard Currency Emerging Markets Debt 0.89% 2.75% 

Pan-European High Yield (USD hedged) 0.63% 3.07% 

U.S. Agency MBS 0.52% 0.07% 

U.S. IG Corporates 0.43% -0.40% 

Global IG Corporates 0.26% 0.23% 

U.S. CMBS 0.23% 0.66% 

Local Currency EM Debt (USD hedged) 0.06% 1.41% 

U.S. TIPS 0.04% 0.51% 

Pan-European IG Corporates (USD hedged) -0.03% 1.14% 



 

Credit Markets and Spreads 

Spread moves were generally supportive in August, with higher-beta credit and emerging markets tightening while investment grade 

spreads were broadly stable. In August, Global Aggregate Corporate spreads were unchanged at 80 bps, U.S. Investment Grade 

Corporate spreads were unchanged at 78 bps and Pan-European Investment Grade Corporate spreads were unchanged at 80 bps. 

Higher-beta markets improved, with U.S. High Yield tightening 22 bps to 263 bps, Pan-European High Yield tightening 10 bps to 277 

bps and Hard Currency Emerging Markets Debt tightening 10 bps to 235 bps. U.S. Senior Floating Rate Loan spreads tightened 13 

bps to 470 bps, while U.S. Agency MBS tightened 2 bps to 29 bps and U.S. CMBS was unchanged at 72 bps. Year to date, Hard 

Currency Emerging Markets Debt and U.S. High Yield spreads tightened 19 bps and 18 bps, respectively, Pan-European High Yield 

tightened 4 bps and U.S. CMBS tightened 9 bps, while U.S. Senior Floating Rate Loan spreads remained wider by 41 bps and U.S. 

Agency MBS wider by 7 bps. 

Credit fundamentals remain broadly supportive but increasingly differentiated by region, sector and quality. U.S. Investment Grade 

issuers generally maintain stable balance sheets, contained leverage and healthy interest coverage, while High Yield remains 

supported by market access, manageable near-term maturities and low default rates; however, weakness is more concentrated 

among CCC-rated and lower-quality issuers, and Leveraged Loans remain exposed to floating-rate coupons, higher interest expense 

and liability management activity. In Europe, fundamentals remain resilient but more closely tied to softer growth, sector dispersion 

and less supportive financing conditions, with higher-quality issuers benefiting from conservative balance sheets and lower-rated 

borrowers more sensitive to earnings pressure and refinancing windows. Overall, fundamentals continue to support carry-oriented 

credit exposure, but tight spreads and greater dispersion — particularly at the lower end of the quality spectrum — argue for a 

selective, quality-biased approach. 

Global Economic Conditions 

Global economic conditions remain steady but uneven, with growth holding up despite a more complicated policy and geopolitical 

backdrop. The global expansion continues to be supported by resilient U.S. consumption, AI-related capital spending and still-healthy 

private-sector balance sheets, while higher energy prices, trade uncertainty, fiscal pressures and geopolitical risk remain key 

headwinds. Disinflation has become less linear, with inflation progress stalling in parts of the global economy and keeping central 

banks focused on preserving price stability even as growth momentum varies materially by region. 

Regionally, the U.S. remains the main source of upside risk to global growth, supported by household spending, wealth effects and 

technology-related investment, though the labor market has moderated and the policy path remains sensitive to incoming inflation 

data. Europe and the U.K. continue to face a more constrained backdrop, balancing weaker growth trends against inflation and 

energy-price risks. Japan remains on a gradual policy-normalization path, while China’s growth remains uneven despite policy 

support, with domestic demand still subdued and global trade dynamics an important constraint. Overall, the global backdrop argues 

for continued selectivity, as country-level growth, inflation and policy divergence remain central drivers of fixed income returns. 

Review of Interest Rates and Currencies 

U.S. Treasury yields moved modestly higher across the front and intermediate portions of the curve in August, with the 2-year yield 

rising 5 bps to 4.34%, the 5-year yield increasing 5 bps to 4.50% and the 10-year yield climbing 1 bp to 4.75%, while the 30-year 

yield declined 3 bps to 5.24%; the 10-year TIPS yield fell 3 bps to 2.44%. Outside the U.S., 10-year sovereign yields also increased 

broadly, led by France, Australia, Japan, Italy, Spain and Germany, while the U.K. and U.S. were little changed. Year to date, 10-

year yields were higher across most major markets, with Japan, France, Italy, the U.S. and the U.K. among the larger moves. 

In currency markets, the U.S. dollar weakened -0.78% versus the euro and -0.49% versus the pound sterling, while the U.S. dollar 

strengthened 1.49% against the yen. 

 
 
 
 
 

       
    
 

 
Source: Bloomberg 

Maturity 7/31/2026 8/31/2026 MoM Change 
(bps) 

Fed Funds 

Target 
3.50 - 3.75% 3.50 - 3.75% 0% 

2 year 4.29 4.34 5 

5 year 4.45 4.50 5 

10 year 4.74 4.75 1 

30 year 5.27 5.24 -3 

10 Year TIPS 2.47 2.44 -3 

FX 7/31/2026 8/31/2026 

EUR/USD 1.1527 1.1618 

GBP/USD 1.3483 1.3549 

USD/JPY 157.40 159.74 



 

Global Fixed Income Market Performance – Month & YTD 

 
      

 

 
 

 

 
 
 
Source: Bloomberg, J.P. Morgan. As of August 31, 2026. “Global Sovereign Performance” uses each country’s aggregate return from the Bloomberg Global 
Aggregate Index.  All returns are hedged to USD. Components are rounded and may incorporate immaterial rounding differences as a result. 
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Country 12/31/2025 7/31/2026 8/31/2026 
MoM 

Change 
YTD 

Change 

Japan 2.06 2.79 2.94 0.15 0.88 

Canada 3.43 3.66 3.74 0.08 0.31 

U.K. 4.48 5.05 5.06 0.01 0.58 

Germany 2.85 3.21 3.32 0.11 0.47 

U.S. 4.17 4.74 4.75 0.01 0.58 

Spain 3.29 3.65 3.78 0.13 0.49 

New 
Zealand 

4.40 4.67 4.74 0.07 0.34 

Australia 4.74 4.93 5.09 0.16 0.35 

Mexico 9.11 9.19 9.29 0.10 0.18 

Italy 3.55 4.02 4.15 0.13 0.60 

Sector 12/31/2025 7/31/2026 8/31/2026 
MoM 

Change 
YTD 

Change 

Global 
Aggregate 
Corporates 

80 80 80 0 0 

U.S. Agency 
MBS 

22 31 29 -2 7 

Senior Floating 
Rate Loans 

429 483 470 -13 41 

U.S. CMBS 81 72 72 0 -9 

U.S. IG 
Corporate 

78 78 78 0 0 

Pan-European 
IG Corporate 

79 80 80 0 1 

Hard Currency 
Emerging 
Markets 

253 244 235 -10 -19 

Pan-Euro High 
Yield 

281 287 277 -10 -4 

U.S. High Yield 281 285 263 -22 -18 

U.S. TIPS (BE 
Rate) 

2.27 2.29 2.32 0.03 0.05 

Global Sovereigns – 10-Year Yield Levels and Changes (%) 

Spread Sectors – Spread Levels and Changes (bps) 

Global Sovereign Performance – USD Hedged 

Spread Sectors Performance – USD Hedged 



 

 

Looking Ahead 

The outlook remains constructive but increasingly differentiated across regions and sectors, reinforcing the need for selectivity. In the 

U.S., growth has remained resilient, supported by firm domestic demand, AI-related capital spending and still-healthy corporate 

fundamentals. However, the policy backdrop has become more two-sided, with inflation risks re-emerging alongside signs of labor-

market moderation. Outside the U.S., growth and inflation trends continue to diverge: Europe faces softer activity and renewed energy-

related price pressure, the U.K. remains on a cautious disinflation path, Japan continues to normalize policy incrementally, and China's 

recovery remains uneven. 

For the Fed, our outlook has shifted from a simple “on hold” path to a more bimodal assessment. Policy is likely to remain data 

dependent, with the possibility of additional tightening if inflation remains firm. A hike is not inevitable, but the bar has moved lower 

given persistent inflation, higher energy prices and the risk that headline pressure feeds into broader underlying inflation. Softer labor-

market data or more convincing disinflation would keep the Fed on hold. Across developed markets, policy divergence should remain 

important, with the ECB and BoE balancing weaker growth against inflation risks and the BoJ continuing gradual normalization. 

The recent repricing in rates has improved the opportunity set, particularly where yields compensate investors for a more extended 

period of restrictive policy. We continue to see better risk-adjusted value in shorter to intermediate duration and selective curve 

positioning, rather than broad long-end duration, where fiscal, supply and term-premium risks remain meaningful. We favor disciplined 

and opportunistic duration management, selective steepener exposure and regional rate opportunities where policy expectations and 

valuations appear misaligned. 

Credit markets remain supported by attractive all-in yields, resilient balance sheets and strong demand for income, but spreads are 

tight and supply has become a less supportive technical factor. Spreads are expected to remain broadly range-bound over the next 

12 months, with returns driven more by income, sector rotation and security selection than further compression. We prefer selective 

higher-quality high yield, loans, CLOs and carry-oriented non-investment grade exposure over broad investment grade beta, while 

remaining cautious on CCC risk, stressed refinancing stories and crowded up-in-quality trades. 

We continue to find value in carry-oriented sectors with strong structural or collateral support, including select securitized credit, non-

agency MBS, CRT, ABS, CLOs, loans and parts of emerging markets debt. Within securitized credit, we favor structures with organic 

deleveraging, robust collateral performance and lower sensitivity to broader market beta. Country and sector differentiation should 

remain an important source of return given Europe’s fiscal and growth dynamics, elevated sovereign dispersion, divergent emerging 

markets fundamentals and China’s uneven recovery. Across global fixed income, valuation discipline, a quality bias and careful 

deployment into dislocations remain appropriate as policy divergence, fiscal pressures, supply dynamics and geopolitical risks 

continue to shape markets. 

Our focus remains on delivering attractive risk-adjusted returns by drawing on the diverse alpha sources available across the investible 

universe and investment process. Thank you for your continued trust and confidence. 

 

 



 

INDEX DEFINITIONS – GLOBAL FIXED INCOME MARKET PERFORMANCE 
 
Senior Floating Rate Loans – The Morningstar LSTA U.S. Leveraged Loan 100 Index is designed to reflect the performance of the largest 
facilities in the leveraged loan market.  
 
U.S. CMBS – The Bloomberg U.S. CMBS Investment Grade Index measures the market of U.S. Agency and U.S. Non-Agency conduit and 
fusion CMBS deals with a minimum current deal size of $300M. Index is further subdivided into two components: The U.S. Aggregate-eligible 
component that contains bonds that are ERISA-eligible under the underwriter's exemption and the non-U.S. Aggregate-eligible component 
that consists of bonds that are not ERISA-eligible. The CMBS Indices were launched on January 1, 1997. 
 
U.S. Investment Grade Corporate – The Bloomberg U.S. Corporate Index includes publicly issued U.S. corporate and specified foreign 
debentures and secured notes that meet the specified maturity, liquidity, and quality requirements. To qualify, bonds must be rated investment 
grade and SEC-registered. 
 
Pan-European Investment Grade Corporate – The Bloomberg Pan-European Aggregate Corporate Index covers eligible investment grade 
securities from the entire European continent. The corporate sector consists of financial, industrial, and utility issues.  
 
High Yield – The ICE BofA U.S. High Yield Constrained Index covers the USD-denominated, non-investment grade, fixed-rate, taxable 
corporate bond market. Securities are classified as high yield if the middle rating of Moody’s, Fitch and S&P is Ba1/BB+/BB+ or below. The 
index excludes Emerging Markets debt. The index was created in 1986, with index history backfilled to January 1, 1983. The U.S. Corporate 
High-Yield Index is part of the U.S. Universal and Global High-Yield Indices. 
 
Global High Yield – The ICE BofA Global High Yield Constrained Index is a benchmark index that tracks the performance of below-
investment-grade corporate debt issued in global markets, primarily in the US, Europe and some Emerging Market countries. 
 
U.S. TIPS – The Bloomberg U.S. Treasury Inflation-Protected Securities (“TIPS”) Index measures the performance of intermediate (1- to 10-
year) U.S. Treasury Inflation-Protected Securities. 
 
Local Currency EM – The J.P. Morgan GBI Emerging Markets Global Diversified Index is designed to measure the total returns for local 
currency bonds issued by Emerging Market governments. The benchmark is calculated on a total return basis and is market cap weighted 
and unmanaged. 
 
Hard Currency EM – The J.P. Morgan Emerging Markets Bond Index Global Diversified Index (EMBI Global Diversified—formerly known as 
the EMBI Global Constrained) includes USD-denominated Brady bonds, Eurobonds and traded loans issued by sovereign and quasi-
sovereign entities. The index defines country eligibility rules with a combination of income-based criteria and sovereign long-term credit-rating 
criteria. 
 
Pan-European High Yield – The Bloomberg Pan-European High Yield Index measures the market of non-investment grade, fixed-rate 
corporate bonds denominated in the following currencies: euro, pounds sterling, Danish krone, Norwegian krone, Swedish krona and Swiss 
franc. 
 
U.S. Agency MBS – The Bloomberg U.S. Mortgage Backed Securities (MBS) Index tracks agency mortgage-backed pass-through securities 
(both fixed-rate and hybrid ARM) guaranteed by Ginnie Mae (GNMA), Fannie Mae (FNMA) and Freddie Mac (FHLMC). 
 
Global Sovereigns – The Bloomberg Global Treasury Index tracks fixed-rate, local currency government debt of investment grade countries, 
including both developed and emerging markets. Each sovereign performance is indicated by the country subcomponent of the index. 
 
Global IG Corporates – The Bloomberg Global Aggregate Corporate Index is a broad-based measure that tracks the performance of the 
global investment-grade corporate bond market. It includes bonds issued by corporations from developed and emerging markets worldwide. 
The index is part of the broader Bloomberg Global Aggregate Index, which covers fixed-income securities from multiple sectors, including 
government, government-related, and securitized bonds, in addition to corporate bonds. 



 

DISCLOSURES 

This document, and the information contained in it, has been provided by Neuberger Berman Australia Ltd (ACN 146 033 801), 
holder of Australian Financial Services Licence No. 391401 (“NB Australia”). Any related body corporate of NB Australia referenced in 
this document does not hold an Australian Financial Services Licence. 

Unless specified otherwise, references to credit markets or interest rates are references to US markets and rates. 

This material is presented solely for informational purposes and nothing herein constitutes investment, legal, accounting or tax 
advice, or a recommendation to buy, sell or hold a security. This material is intended only for the person to whom it has been 
distributed, is strictly confidential and may not be reproduced or redistributed in whole or in part nor may its contents be disclosed to 
any other person (other than such person’s agents or advisers) under any circumstances without the prior written consent of 
Neuberger Berman Investment Advisers LLC (“NBIA”). 

Recipients should not rely on this material in making any future investment decision. We do not represent that the information 
contained herein is accurate or complete, and it should not be relied upon as such. Opinions expressed herein are subject to change 
without notice. Certain information contained herein (including any forward-looking statements and economic and market information) 
has been obtained from published sources and/or prepared by third parties, and in certain cases has not been updated through the 
date hereof. While such sources are believed to be reliable, NBIA and its affiliates do not assume any responsibility for the accuracy 
or completeness of such information. Any views or opinions expressed may not reflect those of the firm as a whole. 

Gross returns do not reflect the deduction of advisory fees and other expenses, which will reduce returns. Investment advisory fees 
have a compounding effect on cumulative results. For example, assume NBIA achieves a 10% annual return prior to the deduction of 
fees each year for a period of 10 years. If an annual advisory fee of 1.00% of assets under management for the 10-year period were 
charged, the resulting annual average return after fees would be reduced to 8.90%. Performance results will vary based upon the 
period measured. Additional information regarding fees can be found in the Advisor’s Form ADV, Part II, which is available upon 
request. Investing entails risks, including possible loss of principal. A bond’s value may fluctuate based on interest rates, market 
conditions, credit quality and other factors. You may have a gain or loss if you sell your bonds prior to maturity. Of course, bonds are 
subject to the credit risk of the issuer. 

Indices are shown for comparative purposes only and are not available for direct investment. Indices are unmanaged, include 
reinvestment of any dividends, capital gain distributions or other earnings and do not reflect any fees or expenses. Investors cannot 
invest directly in an index. The advisor makes investment decisions for the portfolio that may differ from those of the index. Source for 
the benchmark characteristics is Aladdin (trading system) analytics. This supplemental report is provided for informational purposes 
only; please refer to your account statement or other statement provided by your custodian for the official records of your account(s). 
This review contains information supplied by third parties (including Aladdin (trading system) analytics). This report is based upon 
information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied upon as such. 
It does not constitute an official record. 

Please refer to your account statement or other statement provided by your custodian for the official records of your accounts. 

As with any investment, there is the possibility of profit as well as the risk of loss. Expectations may not materialize. 

This material is general in nature and is not directed to any category of investors and should not be regarded as individualized, a 
recommendation, investment advice or a suggestion to engage in or refrain from any investment-related course of action. Neuberger 
is not providing this material in a fiduciary capacity and has a financial interest in the sale of its products and services. Investment 
decisions and the appropriateness of this material should be made based on an investor’s individual objectives and circumstances 
and in consultation with his or her advisors. This material may not be used for any investment decision in respect of any U.S. private 
sector retirement account unless the recipient is an independent “sophisticated fiduciary” as contemplated by 29 CFR 2510.3-21(c)(1) 
that intends to satisfy the exception for “transactions with independent fiduciaries” as contemplated by that section. This means that 
“retail” retirement investors are expected to engage the services of an advisor in evaluating this material for any investment decision. 

Past performance is no guarantee of future results. 

Neuberger Berman Investment Advisers LLC is a Registered Investment Adviser. The “Neuberger Berman” name and logo are 
registered service marks of Neuberger Berman Group LLC. 

©2026 Neuberger Berman Group LLC. All rights reserved. 


