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Credit spreads have come off recent tights, but the uncertain macro 
backdrop continues to favor a selective, patient approach to adding risk.

For most of this year, we have kept our multi-sector portfolios up in quality and short in 
spread duration—a stance driven by attractive carry, an uncertain macro backdrop, and 
tight spreads. The question we’ve been asked recently: Is it time to add more risk? 

On the surface, it’s understandable. U.S. economic growth has held up better than 
expected. Corporate earnings have been resilient. And the resumption of government 
operations has removed one source of near-term uncertainty. But for fixed income 
investors, the more important question isn’t what has improved, but what do we still 
not know. And on that front, the list remains long.

Known unknowns could drive future volatility 

Even as the government reopens, uncertainty remains elevated. The absence of non-
farm payroll (NFP) and other government labor market data has made it harder to assess 
the true trajectory of employment. And while NFP data is set to return, a “clean” report 
won’t be available until January. Meanwhile, the Fed’s path has become less predictable, 
not more. At its latest meeting, the post-FOMC messaging cast doubt on a December 
cut, and several officials have reinforced a more cautious tone since then. In addition, 
leadership changes at the Fed, including Chair Powell and potentially Governors Cook 
and Miran, add further questions heading into 2026. 

Not FDIC Insured • May Lose Value • Not Bank Guaranteed • Not a Deposit 

U.S. macro summary

Period Actual Estimate Previous Next release Voya’s view

U.S. GDP 2Q25 3.8% 3.3% -0.6% 11/26/25 Expectations for Q3 GDP are lower than in Q2, but still above 
trend. Q4 could come in even softer, in part due to the government 
shutdown and its impact on travel. However, in 2026, risk is to the 
upside, as lower rates should stimulate housing activity. 

Nonfarm 
payrolls 

August 22k 75k 79k 11/20/25 The low hiring-low firing dynamic should continue as companies are 
less inclined to lay off employees after going through the post-Covid 
labor shortage.

U.S. 
unemployment

August 4.3% 4.3% 4.2% 11/20/25 The unemployment rate will creep higher as economic uncertainty and 
margin pressure limit hiring.

Wage growth1 August 0.3% 0.3% 0.3% 11/20/25 As the unemployment rate creeps higher, wage growth will remain in check.

Core PCE2 August 0.2% 0.2% 0.2% 11/26/25 Fluid trade policies and limited corporate pricing power will prolong 
the transmission of tariffs to consumer prices, capping inflation’s peak 
but making it last longer.

As of 10/31/25. Source: Bloomberg, FactSet, Voya IM.
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market more aggressively to finance long-dated AI 
buildouts. The resulting increase in supply is pushing 
corporate spreads wider.

For now, the uncertain macro picture still argues 
against a broad increase in risk. However, if 
spreads continue to widen, opportunities could 
emerge. Because we have maintained a lower-
beta, higher-quality stance, our portfolios are 
positioned to adjust quickly and take advantage of 
these opportunities as they develop.

Yields (%)

10/31 09/30 1yr range 

Fed funds rate 3.88 4.09 3.88–4.83 

U.S. 2yr 3.60 3.61 3.42–4.39 

U.S. 10yr 4.08 4.15 3.95–4.79

GER 10yr 2.63 2.71 2.03–2.90 

JPN 10yr 1.66 1.64 0.93–1.69

EM local sovereign 5.91 5.93 5.85–6.46 

As of 10/31/25. Sources: Bloomberg, JP Morgan, Voya IM. See disclosures for more 
information about indices. Past performance is no guarantee of future results.
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Investment grade corporates

8172 118

■ Corporate earnings for 3Q25 continue to exceed
expectations, with tech and financials leading the
way. However, more pronounced tariff impacts may
flow through this quarter.

■ Recent heavy tech issuance has driven spreads
wider, but a year end rally could materialize as new
issue slows.

■ We continue to keep IG risk low as spreads are only
slightly off historical tights. From a sector perspective,
we prefer financials and utilities over industrials.

High yield corporates

262 298252 451

■ With a few notable defaults, the market has
become bifurcated, with investors showing a
preference for higher quality names and lower
quality names coming under pressure.

■ The magnitude of uncertainty in the market backdrop
favors defensive business models and balance
sheets, particularly at compressed spread levels.

■ Technicals are supportive but softer than earlier in
the year, with cash levels down and new issuance
picking up.

OAS (bp):  — 1yr range;   --- 1mo range;       Current*
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Finally, tariffs remain a structural wildcard. Key 
questions around the speed and magnitude of cost 
pass-through, as well as the outcome of the IEEPA 
Supreme Court case, inject meaningful uncertainty 
into the inflation outlook. Taken together, these 
factors reinforce our higher-quality positioning. 
And while recent widening offers tactical 
opportunities, we remain patient.

Corporate spread volatility returns

From a sector standpoint, securitized credit 
continues to stand out as a strategic play. The 
sector is relatively insulated from macroeconomic 
uncertainty, including tariffs, fiscal policy concerns, 
and geopolitical tension. In our view, securitized 
credit continues to offer more compelling value than 
corporate credit, where spreads have spent much of 
the year near historically tight levels. 

However, the landscape is beginning to change. 
As we noted in last month’s edition, the engine 
of the business cycle is shifting toward AI-driven 
infrastructure and capex, and that shift is increasingly 
visible in the credit markets. Even the most cash-rich, 
high-quality technology issuers are tapping the bond 

Sector outlooks

Relative value:       Negative       Neutral       Positive
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Senior loans

358344335 436

	■ Fundamentals continue to exhibit stable trends, 
as leverage remains well inside of recent 
averages, while coverage ratios have bounced 
off recent troughs.

	■ Loan borrowers, especially highly leveraged issuers, 
should experience some reprieve as rates decline.

	■ The First Brands default had a real impact on 
the loan market, as increased scrutiny over CLO 
managers has led them to become more selective 
and avoid “cuspy” names.

Agency mortgages

3024 49

	■ MBS performed well in October, in part due 
to speculation over GSE buying; however no 
definitive plans have been announced as of now.

	■ Overall, fundamentals and a favorable technical 
backdrop are expected to bolster agency mortgage 
returns going forward, and the Fed rate cut provides a 
strong technical tailwind for levered players in the space. 

	■ However, near-term performance can easily be 
swayed by large one-off trades from fast money  
and/or international investors. 

Emerging market debt

238209 322

	■ The fundamental picture is stable, despite a 
modest decceleration in growth. IMF upgrades for 
China, India, Brazil, and Mexico are supportive.

	■ Exports have held up, suggesting the trade 
impact from tariffs has so far been minimal.

	■ Valuations appear tight, while areas that screen 
cheap are for good reason.

Securitized credit 

ABS

4739 7252

CLO AAA

114 12191 157

CLO BBB

328312255 391

RMBS3

150 203190170

CMBS (non-agency)

127121 162

	■ While corporate credit spreads are starting 
to widen, securitized credit continues to offer 
attractive relative value in the current environment.

	■ Despite solid fundamentals broadly, we believe ABS 
subsectors exposed to subprime consumers should 
continue to widen.

	■ In CMBS, the fundamental outlook improved, with 
more loans potentially becoming refinanceable if 
rates drop further. That said, there are still a handful 
of deals that will remain under stress, regardless of 
the rate environment.

	■ Strong credit fundamentals, paired with an increase 
in prepayment activity, should support RMBS returns 
into year end.

	■ While investors have become more focused on 
credit concerns, we still view high quality CLO 
tranches as an attractive relative value play 
versus traditional corporate sectors.

3 Data shows UST nominal spread for current coupon.
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Past performance does not guarantee future results. This commentary has been prepared by Voya Investment Management for informational purposes. Nothing 
contained herein should be construed as (i) an offer to sell or solicitation of an offer to buy any security or (ii) a recommendation as to the advisability of investing in, 
purchasing or selling any security. Any opinions expressed herein reflect our judgment and are subject to change. Certain of the statements contained herein are 
statements of future expectations and other forward-looking statements that are based on management’s current views and assumptions and involve known and 
unknown risks and uncertainties that could cause actual results, performance or events to differ materially from those expressed or implied in such statements. Actual 
results, performance or events may differ materially from those in such statements due to, without limitation, (1) general economic conditions, (2) performance of 
financial markets, (3) interest rate levels, (4) increasing levels of loan defaults, (5) changes in laws and regulations and (6) changes in the policies of governments and/
or regulatory authorities. The opinions, views and information expressed in this commentary regarding holdings are subject to change without notice. The information 
provided regarding holdings is not a recommendation to buy or sell any security. Fund holdings are fluid and are subject to daily change based on market conditions 
and other factors. 

Index information: U.S. Agg: The Bloomberg U.S. Aggregate Bond Index is an unmanaged index composed of securities from Bloomberg’s Government/Corporate 
Bond Index, Mortgage Backed Securities Index and Asset Backed Securities Index; it includes securities that are of investment grade quality and have at least one 
year to maturity. Treasuries: The Bloomberg U.S. Treasury Index is an unmanaged index that includes public obligations of the U.S. Treasury. Treasury bills and 
certain special issues, such as state and local government series (SLGS) bonds, as well as U.S. Treasury TIPS and STRIPS, are excluded. IG corp: The Bloomberg 
Corporate Investment Grade Bond Index is the corporate component of the Bloomberg U.S. Credit Index; it includes publicly issued corporate U.S. (and certain 
foreign) debentures and secured notes that meet specified maturity, liquidity and quality requirements. MBS: The Bloomberg U.S. Mortgage Backed Securities 
Index is an unmanaged index composed of fixed income security mortgage pools sponsored by GNMA, FNMA and FHLMC, including GNMA graduated payment 
mortgages. CMBS: The Bloomberg U.S. CMBS Investment Grade Index measures the market of U.S. agency and U.S. non-agency conduit and fusion CMBS. HY 
corp: The Bloomberg High Yield Bond 2% Issuer Cap Index is an unmanaged index that includes all fixed income securities with a maximum quality rating of Ba1, 
a minimum amount outstanding of $150 million, and at least one year to maturity. The index caps the maximum exposure to any one issuer at 2%. EM $ Sov: The 
J.P. Morgan Emerging Markets Bond Index (EMBI) Global Diversified is a uniquely weighted version of the EMBI Global, limiting the weights of index countries with 
larger debt stocks by including only specified portions of these countries’ eligible current face amounts of debt outstanding. EMBI Global measures the performance 
of USD-denominated emerging market sovereign/quasi-sovereign bonds and uses a traditional, cap-weighted method for country allocation. EM local sov: The 
JPMorgan Government Bond Index-Emerging Markets (GBI-EM) indexes are designed to track the performance of bonds issued by emerging market governments and 
denominated in the local currency of the issuer.

Investors cannot invest directly in an index. Index returns do not reflect fees, brokerage commissions, taxes or other expenses of investing.

Glossary of terms

OAS: 	 Option-adjusted spreads

ABS: 	 Asset-backed securities

CMBS: 	Commercial mortgage-backed securities

RMBS: 	Residential mortgage-backed securities

CLO: 	 Collateralized-loan obligations

PCE: 	 Personal consumption expenditure

YTM: 	 Yield to maturity 

A note about risk

The principal risks are generally those attributable 
to bond investing. All investments in bonds are 
subject to market risks as well as issuer, credit, 
prepayment, extension, and other risks. The value of 
an investment is not guaranteed and will fluctuate. 
Market risk is the risk that securities may decline in 
value due to factors affecting the securities markets 
or particular industries. Bonds have fixed principal 
and return if held to maturity but may fluctuate in 
the interim. Generally, when interest rates rise, 
bond prices fall. Bonds with longer maturities tend 
to be more sensitive to changes in interest rates. 
Issuer risk is the risk that the value of a security may 
decline for reasons specific to the issuer, such as 
changes in its financial condition.


