
Risk Neutral in October
This month, T. Rowe Price’s Sector Strategy 
Advisory Group (SSAG) maintained a 
constructive risk stance with a tactical 
neutral to credit. The economic backdrop 
remains supportive enough to stay 
invested, but tight valuations and the 
possibility of higher rates argue against 
moving aggressively above neutral. We 
continue to favor selective sources of 
income over broad additions to credit risk.

The most important change since Policy 
Week has been in relative value rather than 
in the macro-outlook. Agency MBS have 
widened and become more attractive, 
and we have been adding exposure. At 
the same time, securitized credit has 
performed well enough that we are taking 
some risk off in ABS and CLOs. Emerging 
markets and selected data-center 
financings remain areas we like, and we 
are also beginning to find opportunities in 
non-software loans.

September’s massive new-issue calendar 
has now passed, so the question is no 
longer simply whether heavy supply 
will pressure markets. Instead, we are 
assessing where that supply is creating 
useful entry points. Thus far, the effects 
have differed considerably by sector, 
reinforcing the case for relative-value 
positioning rather than a broad directional 
credit call.

The main macro risks remain higher 
real yields and elevated energy prices. 
Neither necessarily leads to materially 
wider spreads if growth stays firm, but a 

rapid move in rates or a persistent energy 
shock would make today’s valuations 
more difficult to sustain. Conversely, some 
easing in geopolitical tensions or clearer 
evidence that central banks intend to keep 
any renewed hiking cycle modest would 
improve the backdrop for credit.

What we like: 
Lower-risk strategies: Agency MBS 
are now a modest overweight. Recent 
widening has improved the entry point, and 
we have been adding rather than waiting 
for a larger dislocation. Within the sector, 
we continue to prefer production coupons 
and the upper belly, including selected 
specified pools, while remaining cautious 
on deep discounts. In investment grade, 
we are more comfortable than earlier in 
the year but still see the best opportunities 
in selected new issues and data-center 
financings rather than in broad market 
exposure. These structures can offer 
additional compensation while retaining 
exposure to high-quality underlying 
tenants.

Higher-risk strategies: Emerging market 
high yield remains one of our preferred 
areas, particularly selected Latin American 
sovereigns and corporates where carry 
and fundamentals remain supportive. We 
also continue to favor selected data-center 
financings where structure and tenant 
quality provide a clearer path to repayment 
than more speculative AI-related 
exposures. In leveraged loans, our view is 
becoming more differentiated: we remain 

cautious on software, where margins, 
refinancing needs and potential liability-
management activity remain concerns, 
but we are looking to add selected non-
software loans where the underlying credit 
story is cleaner.

What we are watching: 
Geopolitics and energy: A calming of the 
war and a corresponding decline in energy 
prices would be a meaningful positive for 
credit. It would ease one of the clearest 
threats to both inflation and real household 
income and reduce the risk that central 
banks need to respond more aggressively.

The central-bank reaction function: A 
modest hiking cycle would be more 
manageable for credit than the more 
aggressive scenarios discussed during 
Policy Week. Any indication that central 
banks are comfortable moving gradually, 
particularly if inflation breadth improves, 
would reduce the risk of an abrupt 
tightening in financial conditions.

How October calendar clears: With the 
month already well underway, the impact 
has been uneven rather than uniformly 
negative. Agency MBS have cheapened 
enough for us to add, while parts of 
securitized credit have outperformed 
enough for us to trim. The key question is 
whether October supply will further alter 
relative-value relationships or create new 
opportunities elsewhere.

Our views on the remaining sectors are 
shown in Figure 1.

October 2026 outlook: 
Fixed income credit 
sector views

Source: Analysis by T. Rowe Price. 
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Figure 1: Our views on the different sectors; and the reasoning behind that view (as of 30 September)

Sector
View and Change 
Versus Prior Month Comments

Global High 
Yield (HY) 
Corporates

	— Fundamentals remain broadly constructive, but valuations leave limited room for 
disappointment. 
	— We continue to prefer selective primary-market opportunities and higher-quality issuers 
rather than adding broad beta. 
	— Within the opportunity set, data-center financings backed by strong counterparties 
remain attractive, while weaker credits require greater discipline around refinancing and 
recovery risk.

Bank Loans

	— We are becoming more constructive on non-software loans and are looking for 
opportunities to add. 
	— Software remains the key area of caution: weaker businesses face pressure on margins, 
refinancing costs and capital structures, and we do not yet see enough compensation to 
add broad software exposure. 
	— The distinction between software and the rest of the loan market is increasingly 
important.

EM USD 
Sovereign and 
Corporate 
Credit

	— We continue to favor higher-yielding EM credit over investment-grade EM, with Latin 
America offering several of the more attractive opportunities. 
	— Energy and resource exposure, stronger nominal growth and less direct exposure 
to the current developed-market supply cycle are supportive. We remain selective in 
frontier markets and in long-duration EM investment grade, where valuations are less 
compelling.

Global 
Investment-
Grade (IG) 
Corporates

	— The outlook has improved from earlier in the year, particularly in the long end of the U.S. 
market, but broad valuations still argue for selectivity. 
	— We prefer new issues and selected data-center financings where additional 
compensation is available. 
	— European investment grade remains less attractive, while long-duration U.S. exposure is 
more balanced than it was previously.

Securitized 
Credit

	— After recent outperformance, we are lightly trimming ABS and CLO exposure rather than 
maintaining a broad overweight. RMBS remains the most attractive subsector: housing-
credit deterioration appears contained, with CRT, HELOCs and selected Non-QM offering 
opportunities. 
	— In CLOs we still favor selected Tier-2 AAA/AA and new-issue structures, but recent 
performance warrants some profit-taking. ABS remains selective, while within CMBS we 
prefer SASB and selected CRE CLOs over conduit exposure.

Agency MBS

	— Recent widening has improved relative value, and we have been adding exposure. We 
favor production coupons and the upper belly, with TBA exposure in current coupons and 
selected specified pools in higher coupons. 
	— Supply remains contained and the buyer base is reasonably broad. We remain cautious 
on deep discounts, but current valuations now offer enough compensation to move from 
neutral to a modest overweight. 

Taxable 
Municipals

	— Technical support remains strong, but valuations continue to offer limited relative value 
compared with other high-quality alternatives. 
	— We prefer to retain selected idiosyncratic positions rather than broad exposure and 
would need more meaningful cheapening to become more constructive.

Neutral Positive Prior month positionNegative

Past performance is not a guarantee or a reliable indicator of future results. 
Source: Analysis by T. Rowe Price. Bloomberg Index Services Limited.   
Please see Additional Disclosures for additional legal notices and disclaimers.
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Sector statistics and returns
As of 30 September 2026

Credit Spreads (basis points) Total Returns (%)1

Yield to 
Worst 

(%)

Duration 
(years)

Current 
Spread

M/M 
Change

1YR High 1YR Low 1YR Avg. 1M YTD 1YR

High Yield Corporates
Global HY 8.00 3.61 314 42 353 271 294 -2.48 0.72 3.08
US HY 8.35 3.10 311 50 335 250 275 -2.52 0.10 1.41
Euro HY2 8.31 2.93 321 44 349 264 290 -1.66 1.36 2.55
Asia HY 8.53 2.88 339 18 467 308 360 -1.20 3.78 4.79
Loans3 9.38 0.25 468 7 496 419 456 0.24 3.51 4.89

Emerging Markets
EM Sovereigns (USD) 7.23 6.05 232 -15 303 213 260 -3.34 -0.67 2.59
EM Corporates (USD) 6.93 3.98 208 12 249 186 215 -1.96 0.34 1.63

Investment Grade Corporates
Global IG 5.51 5.52 85 5 94 74 81 -2.10 -1.87 -0.96
US IG 6.04 6.34 80 2 93 71 78 -2.72 -3.11 -2.30
Euro IG2 5.97 4.46 91 11 98 73 81 -1.16 -0.03 1.02
Asia IG 5.68 4.83 56 1 69 50 58 -2.04 -1.94 -0.88

Securitized Credit
CLOs 6.75 1.73 203 -18 253 197 215 0.38 3.83 5.14
CMBS 5.72 3.54 67 1 77 63 69 -1.65 -1.06 0.26
ABS 5.35 2.81 40 -4 56 39 48 -0.96 0.26 1.52

Other Spread Sectors
Agency MBS 5.95 5.83 43 14 45 14 24 -3.38 -3.31 -1.65
Taxable Munis 6.04 8.43 69 0 76 58 70 -3.55 -3.94 -2.74

Common Benchmarks Total Returns (%)1

Index Yield to Maturity (%) Duration (years) 1M YTD 1YR
Global Aggregate 4.44 6.01 -1.64 -1.42 -0.64
US Aggregate 5.56 5.70 -2.61 -2.91 -1.84

Sovereign Yields

10-Year Rates Yield to Maturity (%) M/M Change (bps) 1YR High (%) 1YR Low (%)

U.S. Treasury  5.28 53 5.28 3.94

German bund2 5.13 40 5.21 4.36

Past performance is not a guarantee or a reliable indicator of future results. 
Source: Analysis by T. Rowe Price, Bloomberg Index Services Limited. J.P. Morgan. Data as of 30/09/2026. Please see Additional Disclosures for additional legal notices and 
disclaimers.
1 Returns are hedged to USD.
2 Yields are hedged to USD.
3 Loan yields and spreads are forward to maturity.
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T. Rowe Price Sector Strategy Advisory Group (SSAG)

The team

The T. Rowe Price Sector Strategy Advisory Group (SSAG) is comprised of select Fixed Income investment 
professionals, specializing in a range of disciplines, who collaboratively generate investment ideas for use in 
portfolios across our platform. Views are based on SSAG research and discussions, combining fundamental 
analysis from sector specialists with insights from our quantitative research experts and proprietary tools. The 
primary goal of SSAG is to help answer two key questions: how much credit risk to take; and within what sectors 
to take it. Views are intended to be tactical, are as of the date indicated, and are subject to change.

Kenneth  Orchard
Head of International  
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Diversified Income Bond
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Strategies
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Global High Income

4



Important Information
Outside of the United States, this is intended for investment professional use only. Not for further distribution. This material is being furnished 
for general informational and/or marketing purposes only. The material does not constitute or undertake to give advice of any nature, including 
fiduciary investment advice. Prospective investors are recommended to seek independent legal, financial and tax advice before making any investment 
decision. T. Rowe Price group of companies including T. Rowe Price Associates, Inc. and/or its affiliates receive revenue from T. Rowe Price investment 
products and services. Past performance is not a guarantee or a reliable indicator of future results. The value of an investment and any income from 
it can go down as well as up. Investors may get back less than the amount invested.
The material does not constitute a distribution, an offer, an invitation, a personal or general recommendation or solicitation to sell or buy any securities 
in any jurisdiction or to conduct any particular investment activity. The material has not been reviewed by any regulatory authority in any jurisdiction.
Information and opinions presented have been obtained or derived from sources believed to be reliable and current; however, we cannot guarantee the 
sources’ accuracy or completeness. There is no guarantee that any forecasts made will come to pass. The views contained herein are as of the date 
written and are subject to change without notice; these views may differ from those of other T. Rowe Price group companies and/or associates. Under 
no circumstances should the material, in whole or in part, be copied or redistributed without consent from T. Rowe Price. T. Rowe Price Fixed Income 
does not have a house view and portfolio managers may make separate investment decisions.
The material is not intended for use by persons in jurisdictions which prohibit or restrict the distribution of the material and in certain countries the 
material is provided upon specific request.

DISCLOSURE CONTINUES ON THE FOLLOWING PAGE.

Additional Disclosures
Unless stated otherwise, all references to currency is in U.S. dollars.
Where securities are mentioned, the specific securities identified and described are for informational purposes only and do not represent 
recommendations.
“Bloomberg®” and the Bloomberg Indices are service marks of Bloomberg Finance L.P. and its affiliates, including Bloomberg Index Services Limited 
(“BISL”), the administrator of the index (collectively, “Bloomberg”) and have been licensed for use for certain purposes by T. Rowe Price. Bloomberg is 
not affiliated with T. Rowe Price, and Bloomberg does not approve, endorse, review, or recommend this Product. Bloomberg does not guarantee the 
timeliness, accurateness, or completeness of any data or information relating to this produc
Source for J.P. Morgan Chase: Information has been obtained from sources believed to be reliable but J.P. Morgan does not warrant its completeness 
or accuracy. The index is used with permission. The Index may not be copied, used, or distributed without J.P. Morgan’s prior written approval. 
Copyright © 2026, J.P. Morgan Chase & Co. All rights reserved.
Market indices shown on page 3 represent the following:
Global HY: Bloomberg Global High Yield Bond Index USD-Hedged; US HY: Bloomberg US Corporate High Yield Bond Index; Euro HY: Bloomberg Pan-
European High Yield Bond Index USD-Hedged; Asia HY: Bloomberg Asia USD High Yield Bond Index; Bank Loans: J.P. Morgan Leverage Loan Index; EM 
Sovereigns (USD): J.P. Morgan EMBI Global Diversified Index; EM Corporates: J.P. Morgan CEMBI Broad Diversified Index; Global IG: Bloomberg Global 
Aggregate – Corporate Index USD-Hedged; US IG: Bloomberg US Corporate Bond Index; Euro IG: Bloomberg Pan European Aggregate Corporate Index 
USD-Hedged; Asia IG: Bloomberg Asia USD Investment Grade Bond Index USD-Hedged; CLO: J.P. Morgan CLO Post-Crisis Index; CMBS: Bloomberg US 
CMBS ERISA Eligible Index; ABS: Bloomberg US ABS Index; Agency MBS: Bloomberg US MBS Index; Taxable Munis: Bloomberg Taxable Muni US Agg 
Eligible Index; Global Aggregate: Bloomberg Global Aggregate Bond Index USD-Hedged; US Aggregate: Bloomberg US Aggregate Bond Index.

Risks 
Fixed-income securities are subject to credit risk, liquidity risk, call risk, and interest-rate risk. As interest rates rise, bond prices 
generally fall.
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