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Bond Market Disconnect: High Yields Delivered 
Despite Treasuries’ Tumult

From September 1, 2017 to February 28, 2018, 
the bond market experienced adjustments as 
economic data continued to surprise to the 
upside. During this period the Bloomberg 
Barclays U.S. Treasury 7-10 Year yield rose 0.81% 
or a noteworthy 40% in percentage terms. This 
significant rise in rates has investors searching 
for ways to navigate the fixed income markets. 

High Yields Increased with Interest Rates

In rising interest rate environments, high yield 
bonds may offer investors the ability to generate 
positive total return. They are generally more 
affected by shifts in credit valuations than shifts 
in interest rates, and during this time period 
credit was strong, even as interest rates increased.

The chart below illustrates the total return of 
the Bloomberg Barclays U.S. Corporate High 
Yield Bond Index compared to the Bloomberg 
Barclays U.S. Treasury 7-10 Year Index and the 
Bloomberg Barclays U.S. Aggregate Bond Index. During this time period, Clark Capital’s tactical fixed 
income strategies were allocated to the high yield sector.

High yield has historically been negatively correlated to Treasuries 
but also positively correlated to equities. It is for that reason Clark 
Capital takes a tactical approach, providing the ability to rotate to 
Treasuries or to the safety of cash based upon our quantitative 
research. 

Source: Morningstar

Portfolio Perspectives

Past performance is not indicative of future results. This is not a recommendation to buy or sell a particular security. Please see attached disclosures.

Navigating 
a rising rate 

environment
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Takaways 
�� High yield bonds may offer a better risk/return profile than 
Treasuries in a rising rate environment

�� The ability to rotate one’s investment allocation between high 
yields, Treasuries, and safer short-term asset classes like cash may 
help investors navigate challenges in the fixed income markets

�� Consider Clark Capital’s separate account fixed income solution 
and mutual fund fixed income solutions as part of your clients’ 
fixed income allocation

https://www.ccmg.com/strategy/fixed-income-total-return/
http://www.navigatorfund.com/tf/index.asp
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All recommendations from the last 12 months are available upon request. This information should not be considered to be an recommendation to buy or sell a 
security or to adopt a particular investment strategy. 

Clark Capital Management Group, Inc. is an investment adviser registered with the U.S. Securities and Exchange Commission. Registration does not imply a 
certain level of skill or training. More information about Clark Capital’s advisory services can be found in its Form ADV, which is available upon request.

Past performance is not indicative of future results. The opinions expressed are those of the Clark Capital Management Investment Team and are subject to 
change without notice. The opinions referenced are as of the date of publication and may not necessarily come to pass. This material is not financial advice or an 
offer to buy or sell any product. Clark Capital reserves the right to modify its current investment strategies based on changing market dynamics or client needs. 
The material in this report has been derived from sources considered to be reliable, but Clark Capital cannot guarantee its completeness or accuracy. 
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