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World – macro indicators

Sources: UBS, Macrobond, May 2022
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A new hiking cycle has started

Policy rates (US, Japan, Eurozone, UK, Switzerland), in %, UBS forecasts
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Charles Goodhart – «The Various Sources of Inflation»

Source: Goodhart (2021), ECB, UBS-AM.

Adjusted version: How does the current macroeconomic environment impact inflation
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Market review: yields & returns

US Treasury Yield Curve  Total Returns

Source: Barclays, ICE BofAML, JPMorgan Market. As of May 31, 2022
1. Bloomberg Bellwether inde
2. Bloomberg Index
3. BofAML Cash Pay US High Yield Constrained Index
4. JPMorgan EMBI Global Diversified Index

Treasury YTM MTD Change
3-Month 

Change

YTD 

Change
1-Year Change YTW MTD Tot.Ret.

3-Month Tot. 

Ret.

YTD

Tot. Ret.

1-Year 

Tot.Ret,

3-Month1 1.13% +30 bps +79 bps +108 bps +112 bps ABS2 3.37% 0.31% -2.16% -3.32% -3.84%

6-Month1 1.56% +15 bps +91 bps +138 bps +154 bps CMBS2 3.80% 0.21% -4.94% -7.58% -8.01%

2-Year1 2.55% -16 bps +110 bps +182 bps +241 bps MBS2 3.46% 1.11% -4.98% -7.29% -7.59%

3-Year1 2.72% -16 bps +108 bps +176 bps +242 bps IG Corp2 4.21% 0.93% -6.99% -11.92% -10.28%

5-Year1 2.82% -12 bps +109 bps +156 bps +203 bps Long Corp2 4.75% 1.00% -11.39% -19.26% -15.15%

10-Year1 2.85% -5 bps +103 bps +136 bps +128 bps High Yield3 7.00% 0.29% -4.24% -7.71% -4.93%

30-Year1 3.07% +10 bps +90 bps +118 bps +81 bps EMD (USD)4 7.44% 0.03% -6.41% -15.03% -15.38%
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Fed Funds Futures 
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“Income” Returning to Fixed Income 

Source: UBS Asset Management per 31 May 2022
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Key messages

Markets have priced in an aggressive, front-loaded policy rate hiking cycle in the US, other CB follow 

 While significant uncertainty remains regarding the macroeconomic outlook, a lot of rate hikes globally has happened already or is at least priced in. So 
negative market reactions should be limited.

 We think fixed income’s risk-returns has been stabilizing and will improve going forward, which might be a good time for investors to revisit their 
allocation to the asset class

Higher yield – a step back towards normality 

 While the sharp upward repricing across the curve lead to significant negative returns and unrealized losses,  current yields have become a lot more  
attractive. 

 Only a year ago there were a record amount of bonds (roughly USD 18tr) trading with negative yields, but this has largely disappeared with only 
around USD 2tr remaining. Bonds now offer positive yields.

 Higher yields mean that investors are generating more income from their bond holdings, which helps offset potential mark-to-market losses from a 
further move higher in yields

Still high uncertainty and volatility while positive Convexity

 Most bonds in the market are now trading at yields higher than their fixed coupons and bonds are trading at a discount to the redemption values. 

 The positive convexity of bonds should be supportive even if the markets are still volatile. 

 Based on a fragile economic environment, the regional dispersion in terms of monetary and fiscal policy as well as a still hightened risk aversion, we 
prefer flexibility and some additions outside the Core FI world 

Source: UBS Asset Management per 31 May 2022
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In IG, Keep a Low 
Interest Rate Profile

Where Possible, be 
Flexible

In HY, Float with the 
Fed or Keep it Short

Stay diversified 
or sustainable

Take advantage of opportunities

Topics to successfully navigate the path ahead

Quelle: UBS Asset Management per 31. Mai 2022 (provisorische Angaben, welche von den offiziellen Angaben abweichen können).

Global Dynamic

Yield: 5.1%

IR duration: 0.3y 

Avg Rating: A- AuM

Global Short-Term Flexible

Yield: 4.2%

IR duration: 0.9y 

Avg Rating: A AuM

USD / EUR Low Dur

Sustainable

Yield USD / EUR: 2.4% / 0.5%

IR duration: 0.6y / 0.7y 

Avg Rating: A / A-

USD / EUR ST Corp Sustainable

Yield USD / EUR: 3.9% / 1.3%

IR duration: 1.8y / 1.6y 

Avg Rating: BBB+ / BBB+

Floating Rate Income

Yield: 7.4%

IR duration: 0.2y

Avg Rating: BB-

Short Duration High Yield 

Sustainable

Yield USD: 5.6%
IR duration: 1.9y

Avg Rating: BB-

Enhanced Yield Short Term CHF

Yield CHF: 2%

IR duration: 0.4y 

Avg Rating: BBB+ AuM

China Fixed Income Yield

CNY: 2.7%

IR duration: 5.6y

Avg Rating: A

Global S-T EM local 

Yield: 7.9%

IR duration: 0.6y

Avg Rating: A-
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Disclaimer

For marketing and information purposes by UBS.

For professional clients only.

Before investing in a product please read the latest prospectus and key investor information document carefully and thoroughly.
Any decision to invest should take into account all the characteristics or objectives of the fund as described in its prospectus, or similar legal documentation. Investors are acquiring units or 
shares in a fund, and not in a given underlying asset such as building or shares of a company. The information and opinions contained in this document have been compiled or arrived at 
based upon information obtained from sources believed to be reliable and in good faith, but is not guaranteed as being accurate, nor is it a complete statement or summary of the 
securities, markets or developments referred to in the document. Members of the UBS Group may have a position in and may make a purchase and / or sale of any of the securities or other 
financial instruments mentioned in this document. Units of UBS funds mentioned herein may not be eligible for sale in all jurisdictions or to certain categories of investors and may not be 
offered, sold or delivered in the United States. The information mentioned herein is not intended to be construed as a solicitation or an offer to buy or sell any securities or related financial 
instruments. Past performance is not a reliable indicator of future results. The performance shown does not take account of any commissions and costs charged when subscribing to and 
redeeming units. If whole or part of the total costs to be paid is different from your reference currency, the costs may increase or decrease as a result of currency and exchange rate 
fluctuations.
Commissions and costs have a negative impact on the investment and on the expected returns. If the currency of a financial product or financial service is different from your reference 
currency, the return can increase or decrease as a result of currency and exchange rate fluctuations. This information pays no regard to the specific or future investment objectives, financial 
or tax situation or particular needs of any specific recipient. Future performance is subject to taxation which depends on the personal situation of each investor and which may change in 
the future. The details and opinions contained in this document are provided by UBS without any guarantee or warranty and are for the recipient's personal use and information purposes 
only. This document may not be reproduced, redistributed or republished for any purpose without the written permission of UBS Asset Management Switzerland AG or a local affiliated 
company. Source for all data and charts (if not indicated otherwise): UBS Asset Management

This document contains statements that constitute “forward-looking statements”, including, but not limited to, statements relating to our future business development. While these 
forward-looking statements represent our judgments and future expectations concerning the development of our business, a number of risks, uncertainties and other important factors 
could cause actual developments and results to differ materially from our expectations.

A summary of investor rights in English can be found online at: ubs.com/funds.
More explanations of financial terms can be found at ubs.com/glossary.

© UBS 2022. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.

http://www.ubs.com/funds
http://www.ubs.com/glossary

