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Attractive yields 

provide an offset to 

tight spreads given 

current macro 

uncertainties.  

Thornburg Income & U.S. Government Bonds 

Market Review

Interest rates began the fourth quarter on the same upward march that characterized the 

previous few months, with the 10-year Treasury in mid and late October briefly eclipsing 

5%, the highest level in over 15 years. This set the stage for a meaningful reversal, with 

rates rallying significantly into year-end. The broad measure of the U.S. bond market, the 

Bloomberg U.S. Aggregate Index, generated the highest single quarterly total return 

since the 2nd quarter of 1989. The interest rate rally was powered by further optimism on 

falling inflation, with headline CPI falling to 3.1% in December from 3.7% two months 

prior. Most significantly, the output from the Federal Reserve’s December meeting was 

judged by markets to be unexpectedly dovish, with the FOMC projecting three cuts in 

2024 instead of the previous forecast of two. In response, risk assets rallied strongly into 

the year-end, with spreads across many sub-markets moving tighter for the quarter. 
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Fourth Quarter 2023 Performance Highlights

▪ In 4Q23 the Thornburg Limited Term Income (net of fees) returned 4.49%, -7 basis 

points behind the Bloomberg Intermediate U.S. Government/Credit Index. Year to 

date the portfolio (net of fees) returned 6.65%, 141 basis points ahead of the Index. 

▪ The portfolio’s short duration position versus the index was a modest detractor in an 

environment where interest rates fell rapidly on inflation optimism and Fed dovishness. 

Nonetheless, positive duration contributed from a total return perspective. The 

portfolio held an average duration of 3.5 years for the fourth quarter.

▪ The allocation to investment-grade corporates was beneficial, as credit outperformed 

in sympathy with the broader risk rally. However, an up-in-quality bias given our 

defensive risk posture detracted for the quarter.

▪ Exposure to low-coupon MBS pass-throughs, which serve as a high-quality hedge to 

the portfolio’s credit exposure, contributed to performance, as mortgage spreads 

tightened during the interest rate rally. 

▪ Our allocation to collateralized mortgage obligations detracted, as the sector generally 

lagged other spread sectors during the quarter.

▪ Positions within asset-backed securities proved to be neither a material contributor 

nor detractor. 

Current Positioning and Outlook

Markets entered calendar year 2024 grappling with two significant macro uncertainties. One is, to what extent the Federal Reserve pivots 

its policy and delivers on rate cuts. Second is whether the economy can successfully navigate a soft landing, or if recession still looms. 

Markets reacted with surprise at the Fed’s dovish pause in mid-December, and there is little doubt the tone has shifted in a way that 

suggests a reasonable pivot ahead. However, we believe the Fed will be reluctant to cut rates in a significant way because of the still 

arduous task to lower core inflation back to the 2% target. While energy, goods, and even food inflation has moderated, services inflation 

remains resilient and is now by far the dominant driver of the CPI print.

What does this mean for the Fed? For one, services inflation is most closely aligned with wage inflation, and indeed we have seen upward 

wage pressures given the still tight U.S. employment market, and notable wage increases secured in the last year by unionized workers. 

The Powell Fed has been explicit in stating their desire to see wage gains be broad based socioeconomically, and for this reason the 

FOMC may very well be willing to tolerate inflation above 2% given that so much of the current CPI contribution is driven by services. With 

the Fed Funds upper bound at 5.5%, a full three percentage points above their median long-term projection, the Fed appears to have the 

flexibility to deliver cuts to navigate a soft landing while keeping rates in restrictive enough territory to keep the inflation push downward. 

The performance data quoted represents past performance; it does not guarantee future results. 
Please see the Composite standardized performance tables included herein.
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Regarding the second major uncertainty – recession or no recession – the headline data, in the form of real GDP and non-farm payrolls, 

make the persuasive case for a soft landing. We broadly disagree with this assessment. The underlying trends in the economy we believe 

are weaker than the headlines appear. Although the consumer by and large is still employed, credit card delinquencies nonetheless 

continue to rise across all age groups. The corporate balance sheet is pressured by still elevated rates, falling interest coverage ratios, and 

rising bankruptcies. Data shows that bank lending has tightened to levels last seen during COVID, and before that, the global financial 

crisis. These macro risks give us enough caution to position the portfolio defensively as these conditions play out.

We have maintained the portfolio’s duration at approximately 3.5 years as rates have come down from their fall peak. The continued 

prospect for a pivot, and the potentially growth-challenged 2024, keep duration risk attractive versus credit risk. We plan to stay patient in 

reducing duration even if rates resume a downward trajectory. Meanwhile, agency mortgage-backed securities (MBS) have compelling

relative value versus high grade credit. Low coupon pass-throughs in particular have attractive dollar prices and provide diversification to 

credit in a stressed environment. Likewise, collateralized mortgage obligations (non-agency RMBS) are attractive relative to IG credit, 

given a still strong housing market, low LTVs, and robust mortgage loan underwriting. In the asset-backed securities (ABS) space, our 

caution on the consumer has been consistent with a reduced allocation as bonds pay down, with a current focus on senior bonds that 

provide structural protection but offer still good yield.

Spreads within investment-grade corporates tightened to levels in the fourth quarter not seen since early 2022. Though our exposure is 

still somewhat meaningful, we made a modest reduction in the fourth quarter, with current holdings focused on defensive, strong cash 

flow businesses. Tight spreads warrant keeping our spread duration down, but we expect an active new issuer calendar in the first quarter 

to provide select opportunities. Within USD dollar denominated emerging markets, valuations overall appear stretched, but pockets of 

value exist. There is the prospect for our exposure to improve modestly given expected increased issuance during the early part of the 

year and the expectation for certain sovereigns to pivot to cutting cycles.

Thanks for your continued support and investing alongside us in Thornburg’s fixed income products.

In US$ terms. Returns may increase or decrease as a result of currency fluctuations. 
Periods less than one year are not annualized. ITD is inception to date. 

Performance data for the Limited Term Income Strategy is from the Limited Term Income Composite, inception date of 1 February 1993. The Limited Term Income 
Composite includes all non-wrap discretionary accounts invested in the Limited Term Income Strategy. Returns reflect the reinvestment of income and capital gains.  

Performance data for the Limited Term U.S. Government Strategy is from the Limited Term U.S. Government Composite, inception date of 1 March 1988. The Limited Term 
U.S. Government Composite includes all discretionary non-wrap accounts invested in the Limited Term U.S. Government Strategy. Returns reflect the reinvestment of 
income and capital gains. 

Performance data for the Ultra Short Income Strategy is from the Ultra Short Income Composite, inception date of 1 October 2020. The Ultra Short Income Composite 
includes all non-wrap discretionary accounts invested in the Ultra Short Income Strategy. Returns reflect the reinvestment of income and capital gains. 

Returns are calculated using a time-weighted and asset-weighted calculation. Periods less than one year are not annualized. Individual account performance will vary. The 
performance data quoted represents past performance; it does not guarantee future results. Net of fee returns are net of transaction costs and investment advisory fees. For 
periods prior to 2011, net returns for some accounts in the composite also reflect the deduction of administrative expenses. Thornburg Investment Management Inc.'s fee 
schedule is detailed in Part 2A of its ADV brochure. Gross of fee returns are net of transaction costs. Performance results of the firm's clients will be reduced by the firm's 
management fees. For example, an account with a compounded annual total return of 10% would have increased by 159% over ten years. Assuming an annual 
management fee of 0.75%, this increase would be 142%. 

ANNUALIZED RETURNS (AS OF 31 DECEMBER 2023)

THORNBURG LIMITED TERM INCOME STRATEGY (%) QTR YTD 1-YR 3-YR 5-YR 10-YR

ITD

(1 FEB 93)

Composite (Gross) 4.57 6.99 6.99 -0.11 2.74 2.82 5.20

Composite (Net) 4.49 6.65 6.65 -0.42 2.42 2.48 4.51

Bloomberg Intermediate U.S. Government/Credit Index 4.56 5.24 5.24 -1.63 1.59 1.72 4.22

THORNBURG LIMITED TERM U.S. GOVERNMENT STRATEGY (%) QTR YTD 1-YR 3-YR 5-YR 10-YR

ITD

(1 MAR 88)

Composite (Gross) 4.59 4.91 4.91 -1.22 1.08 1.49 4.91

Composite (Net) 4.50 4.52 4.52 -1.59 0.70 1.11 4.12

Bloomberg U.S. Government Intermediate Index 3.97 4.30 4.30 -1.83 1.03 1.24 4.62

THORNBURG ULTRA SHORT INCOME STRATEGY (%) QTR YTD 1-YR 3-YR

ITD

(1 OCT 20)

Composite (Gross) 1.78 6.10 6.10 2.38 2.33

Composite (Net) 1.72 5.83 5.83 2.12 2.07

ICE BofA U.S. Treasury Bill Index 1.41 5.09 5.09 2.14 1.98



Thornburg is a global investment firm delivering on strategy for institutions, financial 

professionals and investors worldwide. The privately held firm, founded in 1982, is an 

active, high-conviction manager of fixed income, equities, multi-asset solutions and 

sustainable investments with $42.9* billion in total assets across mutual funds, 

institutional accounts, separate accounts and UCITS.

*Includes assets under management ($41.8B) and assets under advisement ($1.1B).
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Important Information
Unless otherwise noted, the source of all data, charts, tables and graphs is Thornburg Investment Management, Inc., as of 31 December 2023 

Investments in the Strategy carry risks, including possible loss of principal. Carefully consider the Strategy's investment objectives, risks, and expenses before investing. There is no guarantee 
that the portfolio will meet its investment objectives. 

The views expressed are subject to change and do not necessarily reflect the views of Thornburg Investment Management, Inc. This information should not be relied upon as a recommendation 
or investment advice and is not intended to predict the performance of any investment or market. 

Basis Point (bp) – A unit equal to 1/100th of 1%. 1% = 100 basis points (bps). 

U.S. Treasury securities, such as bills, notes and bonds, are negotiable debt obligations of the U.S. government. These debt obligations are backed by the "full faith and credit" of the 
government and issued at various schedules and maturities. Income from Treasury securities is exempt from state and local, but not federal, taxes. 

Fed Funds Rate - The interest rate at which a depository institution lends immediately available funds (balances at the Federal Reserve) to another depository institution overnight. 

Federal Open Market Committee (FOMC) - The branch of the Federal Reserve Board that determines the direction of monetary policy. The FOMC is composed of the board of governors, which 
has seven members, and five reserve bank presidents. The president of the Federal Reserve Bank of New York serves continuously, while the presidents of the other reserve banks rotate their 
service of one-year terms. 

Consumer Price Index (CPI) - Index that measures prices of a fixed basket of goods bought by a typical consumer, including food, transportation, shelter, utilities, clothing, medical care, 
entertainment and other items. The CPI, published by the Bureau of Labor Statistics in the Department of Labor, is based at 100 in 1982 and is released monthly. It is widely used as a cost-of-
living benchmark to adjust Social Security payments and other payment schedules, union contracts and tax brackets. Also known as the cost-of-living index. 

A bond credit rating assesses the financial ability of a debt issuer to make timely payments of principal and interest. Ratings of AAA (the highest), AA, A, and BBB are investment-grade quality. 
Ratings of BB, B, CCC, CC, C and D (the lowest) are considered below investment grade, speculative grade, or junk bonds.

Credit Spread/Quality Spread - The difference between the yields of securities with different credit qualities. 

Duration - A bond's sensitivity to interest rates. Bonds with longer durations experience greater price volatility than bonds with shorter durations. 

Yield Curve - A line that plots the interest rates, at a set point in time, of bonds having equal credit quality, but differing maturity dates. 

Asset-backed Security (ABS) - A security whose value and income payments are derived from and collateralized (or "backed") by a specified pool of underlying assets. The pool of assets is 
typically a group of small and illiquid assets that are unable to be sold individually. Pooling the assets into financial instruments allows them to be sold to general investors, a process called 
securitization, and allows the risk of investing in the underlying assets to be diversified because each security will represent a fraction of the total value of the diverse pool of underlying assets. 

Mortgage-backed Security - A type of asset-backed security that is secured by a mortgage or collection of mortgages. These securities must be grouped in one of the top two ratings as 
determined by a accredited credit rating agency and usually pay periodic payments that are similar to coupon payments. The mortgage must have originated from a regulated and authorized 
financial institution. 

Mortgage Pass-Through - A security consisting of a pool of residential mortgage loans.  Payments of principal, interest and prepayments are "passed through" to investors each month. 

RMBS (Residential Mortgage Backed Securities) - A type of mortgage-backed debt securities where the cash flows are derived from residential mortgages. 

The Bloomberg Intermediate U.S. Government/Credit Index (BBG Int US Govt/Credit TR Value) is an unmanaged, market-weighted index generally representative of intermediate government and 
investment-grade corporate debt securities having maturities from one up to ten years. 

The Bloomberg U.S. Government Intermediate Index (BBG US Govt Int TR Value) is an unmanaged, market-weighted index generally representative of all public obligations of the U.S. 
Government, its agencies and instrumentalities having maturities from one up to ten years. 

ICE BofA U.S. Treasury Bill Index tracks the performance of US dollar denominated US Treasury Bills publicly issued in the US domestic market. 

The Bloomberg U.S. Aggregate Index (BBG US Agg TR Value) is composed of approximately 8,000 publicly traded bonds including U.S. government, mortgage-backed, corporate and Yankee 
bonds. The index is weighted by the market value of the bonds included in the index. 

Portfolio construction will have significant differences from that of a benchmark index in terms of security holdings, industry weightings, asset allocations and number of positions held, all of 
which may contribute to performance, characteristics and volatility differences. The index shown is unmanaged, reflect total returns and assume the reinvestment of all income in U.S. dollars. It 
does not reflect any management fees or brokerage expenses associated with a portfolio’s returns. Returns for an actual portfolio may differ from those of an index due to (among other things) 
differences in timing and the amount invested and fees and expenses. Investors may not make direct investments into any index. 
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CALENDAR YEAR RETURNS

In US$ terms. Returns may increase or decrease as a result of currency fluctuations. 

The performance data quoted represents past performance; it does not guarantee future results. Please see the Composite standardized performance tables included herein.

THORNBURG LIMITED TERM INCOME STRATEGY (%) 2023 2022 2021 2020 2019 2018 2017 2016 2015 2014

Composite (Gross) 6.99 -6.53 -0.33 8.09 6.26 1.72 3.22 3.99 1.34 4.28

Composite (Net) 6.65 -6.82 -0.64 7.74 5.91 1.38 2.89 3.63 0.98 3.89

Bloomberg Intermediate U.S. Government/Credit Index 5.24 -8.23 -1.44 6.43 6.80 0.88 2.14 2.08 1.07 3.13

THORNBURG ULTRA SHORT INCOME STRATEGY (%) 2023 2022 2021

Composite (Gross) 6.10 0.52 0.62

Composite (Net) 5.83 0.27 0.37

ICE BofA U.S. Treasury Bill Index 5.09 1.34 0.05

THORNBURG LIMITED TERM U.S. GOVERNMENT STRATEGY (%) 2023 2022 2021 2020 2019 2018 2017 2016 2015 2014

Composite (Gross) 4.91 -7.21 -0.99 4.69 4.55 1.71 1.53 1.90 1.20 3.25

Composite (Net) 4.52 -7.57 -1.35 4.31 4.16 1.33 1.16 1.52 0.81 2.86

Bloomberg U.S. Government Intermediate Index 4.30 -7.73 -1.69 5.73 5.20 1.43 1.14 1.05 1.18 2.52
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HONG KONG:

For Hong Kong: This material is issued by Thornburg Investment Management (Asia) Limited ("Company"), a wholly-owned subsidiary of Thornburg Investment

Management, Inc. The Company is currently licensed with the Hong Kong SFC for Type 1 and Type 9 regulated activity, with the CE No.: BPQ208.

This material is directed at and intended for "Professional Investors" within the meaning of Part 1 of Schedule 1 to the Securities and Futures Ordinance and is issued for

information purposes only. It is not to be construed as an offer or solicitation for the purchase or sale of any financial instruments. This material has not been reviewed nor

endorsed by any regulatory authority in Hong Kong, including the Securities and Futures Commission, nor has a copy been registered with the Registrar of Companies in

Hong Kong. Hong Kong residents are advised to exercise caution in relation to this information.

Any prices referred to herein are indicative only and dependent upon market conditions. Past performance is not indicative of future results. Unless otherwise specified,

investments are not bank deposits or other obligations of a bank, and the repayment of principal is not insured or guaranteed. They are subject to investment risks,

including the possibility that the value of any investment (and income derived thereof (if any) can increase, decrease or in some cases, be entirely lost and investors may

not get back the amount originally invested. The contents of this presentation have not been reviewed by any regulatory authority in the countries in which it is distributed.

Thornburg Investment Management, Inc. accepts no liability whatsoever for any direct, indirect or consequential loss arising from or in connection with any use of, or

reliance on, this presentation which does not have any regard to the particular needs of any person. Thornburg Investment Management, Inc. takes no responsibility

whatsoever for any use, reliance or reference by persons other than the intended recipient of this presentation.

The opinions and views herein do not take into account your individual circumstances, objectives, or needs and are not intended to be recommendations of particular

financial instruments or strategies to you. This presentation does not identify all the risks (direct or indirect) or other considerations which might be material to you when

entering any financial transaction. You are advised to exercise caution in relation to any information in this document. If you are in doubt about any of the contents of this

document, you should seek independent professional advice.

AUSTRALIA:

For Australia: This material has been prepared by Thornburg Investment Management, Inc. (Thornburg). Thornburg is regulated, as a registered investment adviser, by the

Securities and Exchange Commission of the United States of America (“US”) under U.S. laws which differ from Australian laws. Thornburg holds a foreign AFSL 526689.

This material contains general information only and is intended for viewing only by wholesale clients for the purposes of section 761G of the Corporations Act 2001 (Cth).

It must not be distributed to retail clients in Australia (as that term is defined in the Corporations Act 2001 (Cth)) or to the general public. This document may not be

reproduced in any form or distributed to any person without the prior written consent of Thornburg.

This material is not intended to provide you with financial product advice. It is for the use of researchers, licensed financial advisers and their authorised representatives. It

does not take into account the objectives, financial situation or needs of any person. For this reason, you should, before acting on this material, obtain professional advice

and consider whether this information is appropriate having regard to your investment needs, objectives, and financial situation.

Past performance is not an indication of future performance. Any economic or market forecasts are not guaranteed. Any references to particular securities or sectors are for

illustrative purposes only. It is not a recommendation in relation to any named securities or sectors.

To the extent permitted by law, no liability is accepted by Thornburg, its officers or directors or any affiliates of Thornburg for any loss or damage as a result of any reliance

on this information. While efforts have been made to ensure the information is correct, no warranty of accuracy or reliability is given, and no responsibility is accepted for

errors or omissions. Any opinions expressed are those of Thornburg as of the date noted on the material and are subject to change without notice.

IMPORTANT INFORMATION: OUTSIDE THE U.S.


