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	— Given the heightened uncertainty and challenges financial markets face in 2025, 
we believe that fixed income is an attractive place for investors with a plethora of 
potential income opportunities on offer.

	— With diverse sectors, there is flexibility for investors to find a bond solution that can 
help support their distinct needs and objectives.

	— Corporate bond strategies may appeal to investors seeking steady income, 
while those looking for diversification may find a global multi‑sector bond 
approach attractive.

Key Insights

W ith a new year underway, 
investors are grappling with 

a number of market and economic 
challenges, including monetary policy 
divergence, political uncertainty, high 
fiscal deficits, geopolitical tensions, and 
concerns around tariffs and reflation. 
These crosscurrents will likely stoke 
volatility and be challenging to navigate, 
but the good news is that investors 
can potentially generate an attractive 
income stream from bonds as yields 
remain elevated.

Another key benefit of a fixed income 
allocation is that there is a diverse range 
of sector options and strategies on offer. 
This means that, in addition to potential 
income generation, bonds may also help 
investors achieve specific objectives 
within their asset allocation construct, 
such as stability, growth, or diversification. 
In this piece, we are delving into the 
characteristics of three different bond 
solutions and how they align to distinct 
investment goals.
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Three bond approaches to help 
meet different investor needs 

1. Investment‑grade corporate 
bond approach

Investment‑grade corporate bonds can 
benefit from both duration and credit spread 
components.1 During good times when the 
economy is growing and credit spreads are 
tightening, the asset class typically does well 
thanks to the credit element. By contrast, 
when times are tougher and the economy 
is weakening, the duration component may 
kick in as a shock absorber to help offset a 
widening of credit spreads. We believe this 
defensive attribute makes the asset class 
appealing for investors seeking stability as 
well as a regular income stream.

Even though credit spreads are tight at 
present, we believe that the yield on offer 
in the asset class is still appealing and 
offers a meaningful pickup over traditional 

1 Duration measures a bond’s sensitivity to changes in interest rates. Credit spreads measure the 
additional yield that investors demand for holding a bond with credit risk over a similar‑maturity, 
high‑quality government security.

2 As of December 31, 2024. Yield to worst of the Bloomberg Global Aggregate Corporates Bond 
USD Hedged Index. Source: Bloomberg Finance L.P. Performance quoted represents past 
performance and is not a guarantee or reliable indicator of future results.

3 As of December 31, 2024. Yield to worst of the ICE BofA Global High Yield Index. Source: ICE BofA. 
See Additional Disclosures. Performance quoted represents past performance and is not 
a guarantee or reliable indicator of future results.

government bonds. As of the end of 
December 2024, the average yield to 
worst offered by global investment‑grade 
corporate bonds was around 4.75%.2

2. High yield corporate 
bond approach

A long‑term allocation to high yield 
corporate bonds offers investors attractive 
income potential and opportunities 
for capital gains. As of the end of 
December 2024, the average yield to worst 
in global high yield corporate bonds was 
around 7.20%.3 This level is both appealing 
and competitive with other asset classes. 
That said, the sector’s risks are higher 
than investment‑grade bonds, so investors 
need to balance the higher yield on offer 
with their tolerance for risk. Defaults are 
currently low, but are expected to pick up 
this year. This underscores the importance 
of individual credit research as it may help 
to identify companies with elevated risks. 

Three bond approaches for today’s uncertain markets 
(Fig. 1) Investors can find solutions for a variety of needs

As of January 2025.
For illustrative purposes only. This is not to be construed to be investment advice or a recommendation to take any particular investment action. 
Investments involve risks, including possible loss of principal. Diversification cannot assure a profit or protect against loss in a declining market.
See Appendix for varying risks associated with each fixed income sub‑asset class.
Source: T. Rowe Price.

Looking for a potential income solution...

...with regularity of returns. ...with capital 
appreciation potential.

...with potential 
diversification benefits.

Investment‑Grade 
Corporate Bonds

High Yield 
Corporate Bonds

Multi‑sector 
Bond Approach

A long‑term 
allocation to 

high yield corporate 
bonds offers investors 
attractive income 
potential and 
opportunities for 
capital gains.
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3. Global multi‑sector 
bond approach 

A global multi‑sector bond approach 
has the ability to find attractive income 
opportunities across a wide variety of 
fixed income sectors. This includes 
government, corporate, and securitized 
debt from both investment‑grade and 
high yield issuers across developed and 
emerging markets. The approach offers 
the potential to diversify return sources, 
which may appeal to investors seeking 
a lower volatility through diversification. 
The ability to invest across a broad 
range of sectors and tactically adjust 
allocations to the market environment 
may also be valued by an investor who 

is uncertain about what sector to buy or 
when to make a reallocation decision. 
The flexibility of a multi‑sector approach 
takes that burden away and can be 
seen as a “one‑stop shop” for a fixed 
income allocation.

The current challenges financial markets 
face, including political and economic 
uncertainty, may be unsettling for 
investors. But with bond yields still at 
elevated levels, we believe that fixed 
income offers potential attractive income 
generation. The diversity of the asset class 
also means that investors can choose a 
sector or approach that aligns with their 
specific objectives.

...a multi‑sector 
approach...

can be seen as a 
‘one‑stop shop’ for a 
fixed income allocation.

For definitions of financial terms used in this material please refer to ‑ www.troweprice.com/en/us/glossary
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T. Rowe Price identifies and actively invests in opportunities to help people thrive in an 
evolving world, bringing our dynamic perspective and meaningful partnership to clients 
so they can feel more confident.

Additional Disclosures
CFA® and Chartered Financial Analyst® are registered trademarks owned by CFA Institute.
ICE BofA Global High Yield Index (THE “INDEX”) IS A PRODUCT OF SOURCE ICE DATA INDICES, LLC (“ICE DATA”), AND IS USED WITH PERMISSION. 
ICE® IS A REGISTERED TRADEMARK OF ICE DATA OR ITS AFFILIATES AND BOFA® IS A REGISTERED TRADEMARK OF BANK OF AMERICA 
CORPORATION LICENSED BY BANK OF AMERICA CORPORATION AND ITS AFFILIATES (“BOFA”) AND MAY NOT BE USED WITHOUT BOFA’S PRIOR 
WRITTEN APPROVAL. ICE DATA, ITS AFFILIATES AND THEIR RESPECTIVE THIRD PARTY SUPPLIERS DISCLAIM ANY AND ALL WARRANTIES AND 
REPRESENTATIONS, EXPRESS AND/OR IMPLIED, INCLUDING ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE 
OR USE, INCLUDING THE INDICES, INDEX DATA AND ANY DATA INCLUDED IN, RELATED TO, OR DERIVED THEREFROM. NEITHER ICE DATA, ITS 
AFFILIATES NOR THEIR RESPECTIVE THIRD PARTY SUPPLIERS SHALL BE SUBJECT TO ANY DAMAGES OR LIABILITY WITH RESPECT TO THE 
ADEQUACY, ACCURACY, TIMELINESS OR COMPLETENESS OF THE INDICES OR THE INDEX DATA OR ANY COMPONENT THEREOF, AND THE INDICES 
AND INDEX DATA AND ALL COMPONENTS THEREOF ARE PROVIDED ON AN “AS IS” BASIS AND YOUR USE IS AT YOUR OWN RISK. INCLUSION OF A 
SECURITY WITHIN AN INDEX IS NOT A RECOMMENDATION BY ICE DATA TO BUY, SELL, OR HOLD SUCH SECURITY, NOR IS IT CONSIDERED TO BE 
INVESTMENT ADVICE. ICE DATA, ITS AFFILIATES AND THEIR RESPECTIVE THIRD PARTY SUPPLIERS DO NOT SPONSOR, ENDORSE, OR RECOMMEND 
T. ROWE PRICE, OR ANY OF ITS PRODUCTS OR SERVICES.

Important Information
This material is provided for informational purposes only and is not intended to be investment advice or a recommendation to take any particular 
investment action.
The views contained herein are those of the authors as of January 2025 and are subject to change without notice; these views may differ from those of 
other T. Rowe Price associates.
This information is not intended to reflect a current or past recommendation concerning investments, investment strategies, or account types, advice 
of any kind, or a solicitation of an offer to buy or sell any securities or investment services. The opinions and commentary provided do not take into 
account the investment objectives or financial situation of any particular investor or class of investor. Please consider your own circumstances before 
making an investment decision.
Information contained herein is based upon sources we consider to be reliable; we do not, however, guarantee its accuracy. Actual future outcomes 
may differ materially from any estimates or forward-looking statements provided.
Performance quoted represents past performance which is not a guarantee or a reliable indicator of future results. All investments are subject 
to market risk, including the possible loss of principal. Fixed‑income securities are subject to credit risk, liquidity risk, call risk, and interest‑rate 
risk. As interest rates rise, bond prices generally fall. Investments in high‑yield bonds involve greater risk of price volatility, illiquidity, and 
default than higher‑rated debt securities. International investments can be riskier than U.S. investments due to the adverse effects of currency 
exchange rates, differences in market structure and liquidity, as well as specific country, regional, and economic developments. The risks of 
international investing are heightened for investments in emerging market and frontier market countries. Emerging and frontier market countries 
tend to have economic structures that are less diverse and mature, and political systems that are less stable, than those of developed market 
countries. All charts and tables are shown for illustrative purposes only.
T. Rowe Price Investment Services, Inc., distributor. T. Rowe Price Associates, Inc., investment adviser. T. Rowe Price Investment Services, Inc., and 
T. Rowe Price Associates, Inc., are affiliated companies.
© 2025 T. Rowe Price. All Rights Reserved. T. ROWE PRICE, INVEST WITH CONFIDENCE, and the Bighorn Sheep design are, collectively and/or apart, 
trademarks of T. Rowe Price Group, Inc.


