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Fixed Income is Back! 
This year turned out to be a difficult one for both stocks and 
bonds. The S&P 500 Index slid -14.8% year-to-date through 
December 14 on a total return basis. Instead of offsetting a 
portion of the loss, the Bloomberg US Aggregate Index 
provided a -10.9% total return over the same timeframe. After 
starting the year at 1.75%, the yield on the Bloomberg US 
Aggregate Index rose to 4.5% on December 9.  

Indeed, yield returned to fixed income, including high-quality 
bond segments like Treasuries, agency mortgage-backed 
securities, and U.S. Investment Grade Bonds. Higher yields 
mean more income potential for investors seeking investment 
income and more resilient total returns on fixed-income 
allocations, in our view.  

 
Source: Bloomberg L.P. 

This report highlights our top insights for fixed-income investors 
and forecasts for fed policy while providing 2023 year-end 
forecasts for the Fed’s target rate and 10-year Treasury yields. 
In addition, we outline our thesis for each corporate credit 
sector beginning on page 5. 

 

  

 

 

Key Takeaways 

• Fixed income yields are back! Fixed 
income segments offer some of the 
highest yields since the great financial 
crisis, including high quality segments.  

• We forecast Fed policy to remain firmly 
restrictive through 2023, and for 10-year 
Treasury yields to decline moderately next 
year in our Base Scenario Forecast on 
page 4. 

• Remain up in quality, source yield from 
core fixed income and select higher rated 
corporate and municipal issues for long-
term portfolios.  

• We offer our view of all corporate bond 
sectors beginning with the Consumer 
sector on page 5. 

• See our 2023 Municipal Outlook report for 
more on investing in tax exempt bonds. 
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Top fixed income themes for 2023 
Quality matters across allocations and investments 
Move up in quality – Broadly within fixed income allocations, investors no longer need to reach for yield. The Bloomberg 
US Treasury Index offers a greater yield today than the Bloomberg US High Yield Index at the end of June 2021. We 
recommend re-evaluating the level of risk in fixed-income investments and shifting toward core fixed-income segments, 
including Treasuries and U.S. Investment Grade Corporates, sectors where we recommend a tactical Overweight (6 to the 
12-month tactical horizon). 

Overweight IG over HY corporate allocations - Higher borrowing costs and narrowing liquidity make for a stark divide 
within corporate credit. Higher-rated companies with robust and sustainable cash flow maintain flexibility to reposition for 
changes in demand, invest in evolving supply chains, and repay debt maturities when due. With a restrictive Fed policy as 
a backdrop and the anticipation of higher volatility during the year, we prefer investment grade over high yield. 

Among individual corporate issuers - We recommend looking for strong and sustainable cash flow generation and 
manageable debt levels. Sector themes we see shaping our corporate bond recommendations include: 

• Consumer: In the Consumer sector, we recommend that investors overweight consumer staples and mass merchants 
that offer a wide array of value-based merchandise (see page 5).  

• Financials: We expect the U.S. Federal Reserve to increase interest rates in 2023 and possibly in 2024, which should 
increase net interest margins and profits in the domestic financial sector (see page 6).  

• Energy: The invasion of Ukraine and resulting sanctions against Russia could create long-term investment 
opportunities in the energy sector (see page 7). 

• Health Care: We find it hard to imagine a scenario in which health care services will not be in high demand due to the 
ongoing pandemic and aging global population (see page 8). 

• Industrials: In 2023, Aerospace & Defense, Automobiles, Farm Equipment, Home Appliances, Shipbuilding, Materials, 
and other domestic industrial equipment producers could continue to work down backlogs and report improved sales 
and cash flows before inventory rebuilds begin in earnest (see page 9). 

• Technology: We view 5G as the catalyst driving growth in wireless, wired, cloud, and device segments of the 
technology sector (see page 10). 

We anticipate downgrades to accelerate and defaults to rise for speculative-grade issuers. We forecast high-yield 
defaults to increase above the long-term average of 4% over the next 12 months. We believe an even more significant 
factor within speculative grade segments may be the swath of highly leveraged companies, ripe for downgrades and 
struggling to remain solvent until the Fed heads back toward easy money conditions in our view. We believe these firms, 
sometimes referred to as zombie companies, could be a less flexible dimension of the economy. We recommend actively 
selecting risk in U.S. High Yield Corporates and Senior Bank Loan sectors using a manager with a flexible mandate to 
capture inefficiencies in the market.  

Careful where you step in High Yield and Senior Bank Loans - Often, fixed income performance depends more on 
avoiding the pitfalls rather than picking winners. Record profit margins and cheap debt funding leave speculative-grade 
companies in a precarious position, in our view. Increasing margin pressure and ongoing rating downgrade likely swell the 
ranks among riskiest junk bonds and senior bank loan issuers. Speculative grade companies’ dependence on refinancing 
debt likely leaves them as opportunistic borrowers to the extent markets allow or restructuring candidates when markets 
become more stressed.  

Invest excess funds in cash investments 
2022 was the year of the floating rate bond for total return investors. Heading into 2023, we see the yield on cash 
investments and ultra-short bond funds as a gift to investors after more than a decade of essentially no yield on the short 
end of the Treasury curve. As of December 13, three-month T-bills offer a 4.34% yield to worst, allowing cash investments 
such as money markets or ultra-short bond funds to earn their highest yield in more than a decade. Investors may consider 
cash investments for excess funds not quickly needed as a way to enhance investment returns temporarily. 

“Don’t fight the Fed” became a theme since the great financial crisis suggesting investors contemplate riskier investments 
for even a modest return when policy rates are near zero. Today, Fed policy rewards savers and allows an attractive return 
even in cash, incenting investors to shift into cash and short-term fixed income rather than take risks in volatile markets. 
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Lock in long-term income 
In our view, income-oriented investors with a long-term horizon should focus on locking in attractive yields in high-quality 
long-maturity bonds rather than attempting to predict the Fed’s eventual pivot. In the second half of this year, we noted that 
the window was open for income investors to term out fixed-income exposure using a laddered approach and avoid the 
likely reinvestment risk from simply investing in short maturities. Toward this end, we recommend taking advantage of bond 
maturities using a buy-and-hold strategy with individual securities. For income investors, this approach could generate 
sustained income over time. We believe long-term bond yields are likely to settle lower in 2023, suggesting the window 
could begin to close next year. 

We expect tax-exempt municipal bonds to shine in 2023 
Our outlook for municipal bonds is favorable, driven by improved bond yields, strong relative value to taxable bonds, and 
municipal bonds’ ability to provide resilience in a period of slowing economic growth. We suggest swapping government 
and high-quality corporate bonds for municipals in taxable accounts when higher tax-equivalent yields are available. While 
deeply inverted Treasury yield curves have an outsized impact on taxable bond sectors, the municipal yield curve remains 
steep, providing attractive yields in longer-maturity bonds, in our view. Also, we believe municipal investors should consider 
extending out the yield curve in 2023 to lock in attractive yields and income while the Fed steps back from bond markets. 

From a portfolio construction perspective, we recommend taking an up-in-quality approach, focusing on high-grade bonds 
in the triple-A and double-A ratings categories. Currently, investors can earn attractive yields without having to dip down in 
credit quality, a dynamic we believe will be important in 2023 as financial conditions remain tight and the economy 
continues to slow.  

See our 2023 Municipal Outlook, authored by Doug Noah, CFA, and dated December 15, 2022, for more information. 
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Ameriprise’s Fed 2023 Policy Forecast 
For fixed-income markets, the Fed definitely takes a leading role. Fed policy directly dictates very short-term Treasury 
markets, and the expected path of rates extends that influence into the one to five-year segments of the Treasury curve. 
And all risk assets, long-term bonds, mortgage rates, cap rates on real estate, and even valuation methods for stocks take 
their lead from Treasury market yields.  

The Fed began hiking policy rates in March and likely continues hikes into 2023. This interest rate cycle could see the Fed 
Funds rate increase five percentage points before it ends, the most in 40 years. While fixed-income markets quickly 
responded to the Fed’s tightening, we anticipate seeing economic and liquidity impacts unfold throughout 2023.     

We recognize that this inflation spike differs from what we have experienced over the past three decades, reminding Fed 
officials of damaging inflation from the 1980s. As a result, Chairman Powell committed to raising the fed funds target rate to 
a level sufficient to return inflation to the Fed’s target of 2%. Minutes of the November policy meeting also highlighted that 
the danger of allowing inflation pressure to persist far outweighs the risk of leaving a restrictive policy in place for too long. 

 
Fed funds policy forecast: We forecast the Fed will hike rates through the first half of 2023 before pausing as inflation 
pressures fade. Should inflation quickly return to the Fed’s long-term 2% target, we would anticipate rate cuts by year-end 
will leave Fed Funds at 4% or lower. In comparison, continued stubborn inflation may lead policy rates higher to 6% to cool 
labor markets and lower demand. 

Ten-year Treasury yield forecast: We believe 2-year 
Treasury yields will gravitate lower in 2023 as bond markets 
price in a pivot in Fed policy from peak levels. With 2-year 
Treasury yields settling to 4% in 2023, we see 10-year 
Treasury yields falling by one percentage point lower at 3%, 
returning to the 2%-3% long-term range.  

Should inflation prove more stubborn, and the Fed could hike 
rates to 6% or more, we believe bond markets likely send 10-
year Treasury yields higher to 4.5% at year-end, pricing-in 
skepticism that Fed tools would be sufficient to put inflation 
back in the bottle. Conversely, more favorable inflation 
conditions near the Fed’s 2% target likely allow 10-year 
yields to fall to 2.50% at year-end.  
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Consumer 
Favoring low price elasticity…. 
We recommend investors overweight sectors that 
demonstrate low price elasticity. For those who have 
forgotten the definition of price elasticity from Economics 
101, it is the change in the demand for a product in relation 
to a change in its price (i.e., how much does consumption 
shrink when the prices go up?). 

Given the rapid rise in consumer prices over the last year 
and the cost of higher interest rates, demand for 
discretionary goods characterized by high price elasticity is 
likely to wane in 2023. Furthermore, we believe slowing 
economic growth, geopolitical uncertainty, and sticky 
inflation will likely weaken consumer confidence and 
spending. As such, we project a discernable demand shift in 
2023 from discretionary to non-discretionary goods. 

While consumer spending has been relatively resilient to 
date, the persistent gap between real disposable income 
and rising prices (see accompanying chart) is likely to 
negatively impact consumer demand for discretionary 
goods, especially if the U.S. falls into a recession in 2023.  

With consumer prices outpacing disposable income and 
wage growth, demand for non-essential goods is expected to 
weaken compared to non-discretionary goods. Subsectors 
like specialty apparel, department stores and home goods 
will likely experience softening demand conditions through 
2023 as consumers defer discretionary spending. These 
conditions will likely make it more difficult for retailers to 
maintain pricing power and pass on higher costs to 
consumers, leading to more price promotions and narrower 
margins. Lower and middle-income households may find 
these market conditions most challenging, eventually cutting 
back on spending, trading down and becoming more price-
conscious.  

We recommend that investors overweight consumer staples 
and mass merchants that offer a wide array of value-based 
merchandise. Alternatively, lower volumes with rising costs 
could negatively impact operating margins for discretionary 
consumer product companies in 2023. As such, we 
recommend investors overweight the senior unsecured bonds 
of Tyson Foods, Inc. (TSN: Baa2/BBB+, Corporate Bond 
Recommended List), McDonald’s Corp. (MCD: Baa1/BBB, 
Corporate Bond Recommended List) and Anheuser 
Busch InBev (ABIBB: Baa1/BBB+, Corporate Bond 
Recommended List) and benefit from these issuer’s 
relatively defensive positions as producers and marketers of 
somewhat non-discretionary goods with low-price value 
orientations.  

Sectors like off-price retailers, dollar stores and warehouse 
formats should also benefit from the shift in demand for 
deeply discounted merchandise as consumers stretch their 
disposable income. We recommend investors overweight issuers like TJX Companies, Inc. (TJX: A2/A, Not Rated), 
Dollar Tree Inc. (DLTR: Baa2/BBB, Not Rated) and Costco Wholesale Corporation (COST: Aa3/A+, Corporate Bond 
Recommended List) that stand to benefit from these developing trends. 

We also expect higher food prices to continue to garner an increasing percentage of consumers’ disposable income. As 
illustrated in the chart above (U.S. Consumer Price Index – Food), food prices have increased more than 10% since last 
year, forcing consumers to redistribute spending away from hard goods towards basic essentials. Consequently, we believe 
mass merchants like Walmart Inc. (WMT: Aa2/AA, Corporate Bond Recommended List), Costco, and to a lesser extent, 
Target Corporation (TGT: A2/A, Corporate Bond Recommended List) with leading grocery franchises positioned better 
than traditional monoline and specialty retailers to weather the shift in consumer spending away from hard goods towards 
consumer staples. 

Ongoing disparity between price inflation and real 
wages. 

Food costs garnering higher percentage of 
consumer spending. 

 

Key Takeaways 
 

• Our outlook on the consumer non-
discretionary is stable. 

• Avoid issuers that are subjected to high price 
elasticity. 

• As price inflation continues to outpace wage 
growth expect real disposable to shrink. 

• Seek issuers with deep discount, low-price, 
value orientation. 

Stephen Tufo | Director  
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Energy 
Supplying Europe… 
Russia’s invasion of Ukraine changed not only prices at the 
pump but how commodity oil and natural gas move around the 
world. Getting replacements for Russian oil & gas exports to 
Europe has been particularly troublesome. But, with 
disruptions come opportunities, and we believe the backlash 
against Russian military expansionism has created long-term 
investment opportunities in energy, energy services, and 
renewable energy. 

With or without additional sanctions, we believe the E.U. was 
paying attention when Russia weaponized energy and cut 
exports to European countries. Some E.U. member states 
have already cut ties, while others are so reliant on Russian 
natural gas that it could take a decade to end Russian imports. 
But end they must. 

In the post-invasion paradigm, oil & gas exporting nations are 
increasing production and shifting exports to the E.U.  

Difficulties replacing Russian energy in European markets 
caused energy prices to skyrocket initially. The New York 
Mercantile Exchange (NYMEX) generic futures for natural gas 
jumped from below $4 per MMBtu pre-invasion to almost $10 
per MMBtu in August. The U.S. appears to be adjusting to the 
new paradigm, with domestic natural gas prices falling below 
$5 per MMBTU in October. On the European Intercontinental 
Exchange (ICE), the generic Dutch TTF Natural Gas futures 
price is still hovering around $45 per Btu.  

Oil’s story is a little different. The NYMEX WTI Oil contract 
rose from around $68 per barrel in December of 2021 (pre-
war) to nearly $124 in March after the invasion and now trades 
slightly above $70. Brent trades above $75 per barrel, 
suggesting it was easier to manage European oil supply and 
demand than natural gas in the new paradigm.  

We expect energy prices to stay elevated while global oil & 
gas markets continue to adjust to a western world without 
Russian imports. Increased production should combine with 
historically high energy prices to boost domestic and 
European exploration and production revenues and profits. 
Our favorite Exploration and Production companies are BP 
Plc (BPLN: A2/A-, Corporate Bond Recommended List) 
and Chevron Corp (CVX: Aa2/AA-, Corporate Bond 
Recommended List). 

Increasing western oil & gas production and deliveries to 
Europe require additional infrastructure. Infrastructure builds 
are long-term projects that rely on multi-year contracts. Domestically, we expect more pipelines, terminals, and LNG 
liquefaction units to come online in 2023. Demand growth for drilling rigs could accelerate and require upgrades, 
replacement parts, and the return of some stacked rigs to active service. There’s even an outside chance for a new rig-
building cycle. Our favorite energy service companies are Baker Hughes Company (BKR: A3/A-, Corporate Bond 
Recommended List) and NOV Incorporated (NOV: Baa2/BBB, Corporate Bond Recommended List). 

Following the invasion of Ukraine, Europe and many emerging market countries are looking for ways to lower their demand 
for natural gas. As a result, we expect the development of wind & solar projects to accelerate and begin to replace natural 
gas-fired generators used to produce electricity. If the pace of construction for wind and solar farms improves as expected, 
companies in the wind turbine and wind & solar farm construction sectors should benefit. Alternate fuel companies, 
including hydrogen fuel, could also increase sales during the transition to renewables. Our favorite Renewable operators 
include Equinor ASA (EQNR: Aa2/AA-, Corporate Bond Recommended List) and NextEra Energy Capital 
Baa1/BBB+, Corporate Bond Recommended List). 

Key Takeaways 
 

• Our outlook on the energy sector is positive. 

• The invasion of Ukraine and resulting 
sanctions against Russia could create long-
term investment opportunities in the energy 
sector. 

• It could take Europe years to replace oil and 
natural gas imports from Russia fully. 

• Europe’s demand for non-Russian 
hydrocarbons could keep global prices high 
enough to reignite oil & gas production in the 
rest of the world. 

• Replacing Russian oil could require western 
countries to build infrastructure to increase 
production, construct new marine export 
terminals, and build pipelines to feed 
expanded maritime import/export capacity. 

• We believe Europe is working to replace its 
Russian Liquified Natural Gas (LNG) 
imports, which could stimulate long-term 
secular growth for global natural gas 
production and the construction of LNG 
liquefaction/gasification infrastructure 
projects. 

• Reducing Europe’s dependence on Russian 
natural gas could accelerate the 
development of new renewable energy 
projects to replace natural gas-fired electric 
power generation. 

 

Jon Kyle Cartwright | Senior Director  
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Financials 
Interested… 
If the U.S. Federal Reserve Bank continues to raise its target 
Fed Funds interest rate in 2023, as expected, cash flows in 
the Domestic Financial Sector could improve.  

Lending rates (e.g., bank prime loan rates) tend to rise faster 
than fed funds, thus improving bank and non-bank 
profitability as Net Interest Margins (the difference between 
total interest income and total interest expenses) expand. 
See the graphs on this page. Since net interest margins 
remain a primary revenue source for financials, we expect 
cumulative profitability and cash flows to improve for the 
domestic Financial Sector. 

Furthermore, in the aftermath of the Russian Invasion of 
Ukraine, European and emerging market macroeconomic 
conditions are expected to wane, which could make U.S. 
financial firms increasingly attractive business partners 
compared to foreign financial companies.  

Improving performance among domestic financial firms along 
with a strengthening dollar should help attract global assets 
to U.S. Institutional trust and investment managers.  

Fed easing should create positive momentum in the domestic 
financial sector to not only expand net interest margins but 
fund internal growth initiatives. We recognize the risk that 
some financial institutions could use cash flows from rising 
net interest margins to fund credit-damaging acquisitions or 
to enhance shareholder wealth. However, we are optimistic 
that large North American bank-holding companies will use 
their strengthening cash flows to solidify their credit profiles.  

We expect loan growth to slow as the economic cycle 
matures. Fortunately, the U.S. banking sector kept loan 
covenants relatively restrictive even as they grew loan 
portfolios at lower interest rates, which should limit their 
exposure to delinquencies and defaults when the economy 
finally contracts.  

We believe that longer-term investors should favor bank-
holding companies that augment net interest income with 
non-interest fee income from asset management, corporate 
finance, custodial trust, mortgage banking, and wealth 
management subsidiaries.  

Our favorite bank holding companies are Bank of America 
(BAC: A2/A-, Corporate Bond Recommended List), Goldman Sachs (GS: A2/BBB+, Corporate Bond Recommended 
List), JPMorgan Chase & Company (JPM: A2/A-, Corporate Bond Recommended List), and Wells Fargo & Company 
(WFC: A1/BBB+, Corporate Bond Recommended List). 

We think many institutional clients are looking to consolidate investment management providers. That should put the 
largest operators in a position to accelerate asset gathering from institutional clients even as they grow their ETF offerings.  

Our favorite institutional trust & investment management issuers are BlackRock (BLK: Aa3/AA-, Corporate Bond 
Recommended List) and State Street (STT: A1/A, Corporate Bond Recommended List).  

In conclusion, investment-grade corporate bond investors should overweight the financial sector in 2023 as the U.S. 
Federal Reserve Bank raises its target interest rate and unwinds COVID economic stimulus programs, in our opinion.  

Jon Kyle Cartwright | Senior Director  

 

Key Takeaways 
 

• We are positive on the outlook for Financials. 

• Avoid below-investment-grade financial 
issuers with high-risk loan portfolios. 

• We expect the U.S. Federal Reserve to 
increase interest rates in 2023 and possibly 
in 2024, which should increase net interest 
margins and profits in the domestic financial 
sector. 

• U.S. Banks and Institutional Trust could 
attract European assets if Britain and the 
E.U. are in recession in 2023, as expected. 

• Investment banking growth could moderate 
in 2023/2024 but remain a welcome addition 
to net revenue for larger domestic bank 
holding companies and merchant banks. 

 
FRED: Federal Reserve Bank of St. Louis. 
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Health Care 
Naturally hedged…. 
Our outlook for health care is stable. We find it hard to 
imagine a scenario in which health care services will not be in 
high demand due to the ongoing pandemic and aging global 
population.  

COVID continues to prioritize and reprioritize the global 
health care delivery model. It seems that on any given day, 
general sentiment swings from “the quality of life” to “the 
preservation of life” and back again! 

The pandemic has elevated the importance of access to 
acute care centers, diagnostic testing, and biopharma 
treatment alternatives across the globe. It has stretched the 
gap between the countries that “have” and those that “have 
not.” We expect the gap to widen as treatment protocols 
become more complex and expensive. 

Consequently, health science companies like Pfizer Inc. 
(PFE: A2/A+, Not Rated), Moderna Inc. (MRNA: NR/NR, 
Not Rated), and Merck (MRK: A1/A+, Corporate Bond 
Recommended List) could continue, in our opinion, to offer 
society the best chance of returning to normalcy.  

Progress should be achieved by successfully developing and 
commercializing effective vaccines and anti-viral treatment 
alternatives. However, pinning down when this will ultimately 
be achieved is anybody’s guess right now.    

Once effective prevention and treatment measures are 
established, we believe patient prioritization will again shift to 
the ongoing pursuit of “quality of life” among an aging global 
population. As such, The American Academy of Orthopedic 
Surgeons expects knee replacement procedures to 
quadruple between 2014 and 2060 as the number of 
Americans over 65 is projected to double.  

Furthermore, The American Diabetes Association estimates 
that almost one-third of U.S. adults over 65 have diabetes, 
while the incidences of macrovascular complications (e.g., 
reduced blood flow, heart attacks and strokes) increase with 
age.  

We believe chronic conditions, especially among the elderly, 
are likely to strain global health care systems while the world 
continues to cope with COVID.  

As illustrated in the adjacent chart, CMS expects national 
healthcare spending to grow by over 70% from 2018 to 2028 
as the population’s percentage over 65 increases from 
roughly 16% to 19%.  

Consequently, the demand outlook for medical technology solutions that ease these respective social and economic 
burdens should remain favorable for the foreseeable future. We recommend investors overweight Stryker Corp. (SYK: 
Baa1/A-, Corporate Bond Recommended List), Abbott Labs (ABT: A3/A, Corporate Bond Recommended List) and 
Medtronic PLC (MDT: A3/A, Corporate Bond Recommended List) due to their leading positions within large joint 
replacement technologies, diabetes management and minimally evasive surgical solutions, respectively. 

Consequently, we expect patient demand to remain strong through 2022 and beyond while offering investors a defensive 
haven as market volatility potentially returns. Currently, the global health care system has redeployed existing resources to 
address patient care needs associated with the pandemic. Biotech companies, service providers and diagnostic testing 
organizations have realigned resources to address the most significant health crisis in modern history. Given that COVID is 
likely to remain a permanent fixture, we see industry spending expanding beyond pre-COVID projections and becoming a 
larger percentage of GDP to address this ongoing social burden on top of the world’s looming health care needs. 

 

Key Takeaways 
 

• Our outlook for Health Care is stable as the 
patient care delivery model continues to cope 
with COVID. 

• The pandemic is currently shifting resources 
away from traditional preventative and quality of 
life related care to address more acute care 
needs. 

• We expect the demand for non-evasive 
surgeries, diabetes management and large joint 
replacements to remain strong over the long term 
as the global population ages. 

• The industry will continue to be susceptible to 
rapidly shifting patient care needs through 2022. 

• Economic value creation is a key underlying 
determinant of long-term credit worthiness. 

• Aging global population and increased perceived 
risk of future pandemics to drive demand for 
continuing innovation. 

Aging population expected to be long-term tailwind. 

Stephen Tufo | Director  
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Industrials 
It’s all about Inventory… 
Typically, Industrials are attractive early-cycle investments 
when economies recover from recessions as customers 
rebuild inventory causing demand for industrial products to 
surge.  

When the COVID-Recovery began, early cycle orders rolled 
in for manufactured products & industrial equipment. 
Unfortunately, COVID-related supply-chain issues slowed the 
delivery of components and raw materials needed to finish 
the manufacturing process. As a result, backlog orders and 
work-in-process inventories rose. While Chinese tariffs and 
COVID infections are still with us, their impact on supply 
chains is fading.  

As supply chain disruptions moderate, more and more 
manufacturers can complete work-in-process inventory. 
Industrials that entered 2022 with inventory shortages can 
now increase sales as they deliver back-ordered products. As 
of the publication date, we haven’t seen any evident signs 
that aggregate backlogged demand for industrial products 
and services has peaked. 

Many industries still struggle to increase production to take 
advantage of higher unit prices brought on by these 
inventory shortages. Scarcity unit values and prices could 
allow fiscal 2023 revenues, profits, and cash flows to 
surprise on the upside. 

If we avoid recession, we could return to the early cycle cut 
short by Russia’s invasion of Ukraine. While that stage of 
the investment cycle might seem a little long in the tooth, 
manufacturing and equipment companies still have pre-
invasion early-cycle orders to fill.  

In 2023 Aerospace & Defense, Automobiles, Farm 
Equipment, Home Appliances, Shipbuilding, Materials, and 
other domestic industrial equipment producers could 
continue to work down backlogs and report improved sales 
and cash flows before inventory rebuilds begin in earnest. 

The industrial sector is interest-rate sensitive. As a result, 
we expect demand for industrial products to slow as the 
Federal Reserve continues to raise its target interest rate  

Business investment cycles, by definition, eventually 
transition from early to mid-phase. Fortunately, when the 
mid-cycle fully emerges, capital-goods orders from 
aerospace to transports tend to remain healthy. Even 
during later phases of the business investment cycle, the 
average Industrial stays a market performer until the 
economy contracts.  

Our favorite Industrials are Ball Corporation (BALL: Ba1/BB+, Corporate Bond Recommended List) – Containers & 
Packaging, CNH Industrial N.V. (Baa2/BBB, Corporate Bond Recommended List) – International Farm Equipment, 
Deere & Company (DE: A2/A, Corporate Bond Recommended List) – Domestic Farm Equipment, Freeport-McMoran 
(FCX: Baa3/BB+, Corporate Bond Recommended List) – Copper Mining, Lockheed Martin Corporation (LMT: A3/A-, 
Corporate Bond Recommended List) – Aerospace & Defense, and United Parcel Service (UPS: A2/A, Corporate 
Bond Recommended List)  – Package Delivery.  

 

Key Takeaways 
 

• Our near-term outlook for Industrials is 
positive. 

• Supply-chain disruptions left many 
Industrials with sizeable backlogs. 

• Early-cycle manufactured product orders are 
still being filled. 

• 2022s inventory shortages are turning into 
2023 inventory sales as manufactured 
products are completed. 

• Aerospace & Defense, Automobiles, Farm 
Equipment, Home Appliances, Shipbuilding, 
Materials, and other domestic industrial 
producers could work down backlogs and 
report improved sales and cash flows before 
rebuilding inventory. 

 

Jon Kyle Cartwright | Director 

 
 

 
FRED: Federal Reserve Bank of St. Louis. 
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Technology 
Becoming more fully entrenched…. 
Our positive view considers the vital role technology 
continues to play throughout the pandemic. Furthermore, we 
believe once health concerns regarding COVID potentially 
abate, the demand for IT solutions, including cloud 
computing, artificial intelligence, digital mobility, and high-
speed data transmission, should continue to remain strong.   

While many of these cutting-edge technologies existed 
before COVID, the pandemic led to heightened user adoption 
rates and IT capital spending that may have taken years to 
achieve otherwise. As such, the pandemic has helped 
accelerate enterprise workload migrations to the cloud from 
traditional on-premise IT architectures. Cloud computing 
offers users scalable memory and processing capacity, 
usage-based cost structures and improved compliance 
standards over typical on-premise infrastructures.     

With only an estimated 20% of organizations running over 
50% of their digital workloads on the cloud, the market 
segment should continue to generate strong growth and high 
recurring revenues for the foreseeable future. As such, 
private market research firm Grand View Research projects 
global cloud computing revenue to grow at a compound 
annual growth rate of 19.1% through 2028, with cloud-
enabled mobile supercomputing, Internet of Things (IoT), 
blockchain and AI leading the way.  

We recommend investors buy the senior unsecured bonds 
issued by Microsoft (MSFT: Aaa/AAA, Corporate Bond 
Recommended List), Oracle Corp. (ORCL: A3/A, 
Corporate Bond Recommended List), and Amazon.com, Inc. (AMZN: A2/AA-. Corporate Bond Recommended List) 
and benefit their leadership positions in cloud computing and virtual IT infrastructures. As such, over the last twelve 
months, Microsoft and Amazon grew their cloud-related revenues by 28% and 34%, respectively, while Oracle expects its 
cloud revenues to grow by roughly 25% by the end of its current fiscal year ending May 2022.  

We also expect the demand for high-speed data transmission among mobile devices to remain strong through 2022. The 
ongoing roll-out of 5G wireless service should help facilitate the further adoption of emerging technologies, including 
autonomous driving, smart sensors, edge computing and virtual fleet management. Furthermore, we expect the 5G 
evolution to support a robust smartphone replacement cycle currently underway. The increased demand for 5G compatible 
wireless devices should continue to benefit consumer-centric technology companies like Apple Inc. (AAPL: Aa1/AA+, 
Corporate Bond Recommended List), Alphabet Inc. (GOOGL: Aa2/AA+, Not Rated) and Samsung Electronics Co. 
(SMSN: Aa3/AA-, Not Rated). As such, Apple’s 4Q21 (ended September 31, 2021) iPhone-related revenues grew by 47% 
over the prior year and are expected to maintain current record levels through fiscal 2022, according to FactSet.            

We expect broadband subscriber growth to remain healthy as the ongoing adoption of hybrid work environments related to 
COVID has duplicated the need for high-speed internet service in both commercial and residential settings. Furthermore, 
continued healthy growth in e-commerce and online video streaming services should help support strong demand for 
residential broadband service for the foreseeable future as consumers increasingly rely on low-latency digital connectivity.  

We recommend investors overweight AT&T (T: Baa2/BBB, Corporate Bond Recommended List) and Comcast 
(CMCSA: A3/A-, Corporate Bond Recommended List) and benefit from their leading positions in broadband internet 
service with over 45 million combined customer connections. Alternatively, we believe fixed-wireless 5G service will 
eventually compete with traditional wireline internet service over time as 5G achieves sufficient densification. However, we 
view this potential development as a longer-term margin risk that may prompt price concessions rather than significant 
customer attrition. As such, we expect wireline providers to invest heavily in differentiated services to maintain their 
competitive advantage. 

 

Key Takeaways 
 

• Our outlook for Technology is positive. 

• The pandemic should continue to help accelerate 
the digital transformation. 

• Ongoing roll-out of 5G wireless service expected 
to help support smartphone replacement cycle. 

• Premium on flexible work environment, along with 
continued growth in e-commerce and video 
streaming alternatives should help drive healthy 
demand for residential broadband service.  

  

 

 

Demand for Cloud computing should continue to 
remain high. 

Stephen Tufo | Director 



 
2023 Fixed Income Outlook > Page 

 
 
 

 

 
 

 
© 2022 Ameriprise Financial, Inc. All rights reserved. 
 

 
 

 

Ameriprise Investment Research Group 
 
Ameriprise Financial 
1441 West Long Lake Road, Suite 250, Troy, MI 48098 
investment.research.group@ampf.com 
For additional information or to locate your nearest branch office, visit ameriprise.com 

 
RESEARCH & DUE DILIGENCE LEADER  
 

Lyle B. Schonberger - Vice President  
 
Business Unit Compliance Liaison 
(BUCL) 
Jeff Carlson, CLU, ChFC – Sr. 
Manager 
 
Investment Research Coordinator 
Kimberly K. Shores 
 
Sr. Administrative Assistant 
Jillian Willis 
 
 
STRATEGISTS  
 
Chief Market Strategist 
Anthony M. Saglimbene – Vice 
President 
 

Thomas Crandall, CFA, CFP®, CMT, 
CAIA –  
Sr. Director, Asset Allocation 
 

Jun Zhu, CFA, CAIA –  
Sr. Analyst – Quantitative, Asset 
Allocation 
 

Sumit Chugh – Sr. Research Analyst 
 

Amit Tiwari, CFA – Research Analyst 
 
Chief Economist 
Russell T. Price, CFA – Vice President  
 
EQUITY RESEARCH 
 
Equity Research Director 
Justin H. Burgin – Vice President 
 

Consumer Goods and Services  
Patrick S. Diedrickson, CFA – Director 
 

Energy/Utilities  
William Foley, ASIP – Director  
 

Financial Services/REITs  
Lori Wilking-Przekop – Sr. Director 
 

Health Care  
Daniel Garofalo – Director 
 

Industrials/Materials  
Frederick M. Schultz – Sr. Director  
 

Technology/Telecommunication  
Andrew R. Heaney, CFA – Director  
  

Quantitative Strategies/International 
Bishnu Dhar - Analyst 
 
 

MANAGER RESEARCH 
 

Michael V. Jastrow, CFA – Vice 
President 
 

Mark Phelps, CFA – Director – Multi-
Asset Solutions 
 
ETFs, CEFs, UITs 
Jeffrey R. Lindell, CFA – Sr. Director 
 

Open – Analyst  
 
Alternatives 
Justin E. Bell, CFA – Vice President – 
Head of Quantitative Research and 
Alternatives 
 

Kay S. Nachampassak – Director - 
Alternatives 
 
Quantitative Research 
Kurt J. Merkle, CFA, CFP®, CAIA – Sr. 
Director 
 

Peter W. LaFontaine – Sr. Analyst 
 

Gaurav Sawhney – Sr. Research 
Analyst 
 

Ryan Elvidge – Analyst 
 

Blake Hockert, CFA – Analyst 
 

Caleb Findell – Analyst 
 

Parveen Vedi – Team Lead Research 
Analyst 
 

Ankit Srivastav – Sr. Business Analyst 
 

Sameer Asif – Research Associate 
 
Equities 
Christine A. Pederson, CAIA, CIMA – 
Sr. Director – Growth Equity, 
Infrastructure & REIT 
 

Benjamin L. Becker, CFA – Director – 
International/Global Equity 
 

Cynthia Tupy, CFA – Director – Value 
and Equity Income Equity 
 

Andrew S. Murphy, CFA – Analyst –
Core Equity 
 
Fixed Income 
Steven T. Pope, CFA, CFP® – Sr. 
Director – Non-Core Fixed Income 
 

Douglas D. Noah, CFA – Sr. Analyst – 
Core Taxable & Tax-Exempt Fixed 
Income  

FIXED INCOME RESEARCH & 
STRATEGY 
 

Fixed Income Research 
Brian M. Erickson, CFA – Vice 
President 
 
High Yield and Investment Grade 
Credit 
Jon Kyle Cartwright – Sr. Director 
 

Stephen Tufo – Director 
 

RETIREMENT RESEARCH 
 

Rohan Sharma – Vice President 
 

Matt Morgan – Director 



2023 Fixed Income Outlook > Page 
 

 
 

 

 
 

       

 
 
 

 

 
© 2022 Ameriprise Financial, Inc. All rights reserved. 
 

 
 

The content in this report is authored by American Enterprise Investment Services Inc. (“AEIS”) and distributed by Ameriprise Financial Services, 
The content in this report is authored by American Enterprise Investment Services Inc. (“AEIS”) and distributed by Ameriprise Financial 
Services, LLC (“AFS”) to financial advisors and clients of AFS. AEIS and AFS are affiliates and subsidiaries of Ameriprise Financial, Inc. 
Both AEIS and AFS are broker-dealer member firms registered with FINRA and are subject to the objectivity safeguards and disclosure 
requirements relating to research analysts and the publication and distribution of research reports. The “Important Disclosures” below 
relate to the AEIS research analyst(s) that prepared this publication. The “Disclosures of Possible Conflicts of Interest” section, where 
applicable, relates to the conflicts of interest of each of AEIS and AFS, their affiliates and their research analysts, as applicable, concerning 
the subject companies mentioned in the report. 
 
AEIS and AFS have implemented policies and procedures reasonably designed to ensure that its employees involved in the preparation, 
content and distribution of research reports, including dually registered employees, do not influence the objectivity or timing of the 
publication of research report content. AEIS, operationally independent from AFS, sets research policy, coverage decisions, compensation, 
hiring and other personnel decisions concerning research analysts. 
 
IMPORTANT DISCLOSURES 
As of September 30, 2022 
The views expressed regarding the company(ies) and sector(s) featured in this publication reflect the personal opinions of the research 
analyst(s) authoring the publication. Further, no part of research analyst compensation is directly or indirectly related to the specific 
recommendations or views contained in this publication.  
 
Part of a research analyst’s compensation may be based on overall firm revenue and profitability, of which investment banking, sales and 
trading, and principal trading are components. No part of a research analyst’s compensation is based on a specific investment banking 
transaction, nor is it based on sales, trading, or principal trading. A research analyst may have visited the material operations of one or 
more of the subject companies mentioned in this research report. No payment was received for the related travel costs. 
 
Additional information and current research disclosures on individual companies mentioned in this report are available on our website at 
ameriprise.com/legal/disclosures in the Additional Ameriprise research disclosures section, or through your Ameriprise financial 
advisor. You may also submit a written request to Ameriprise Financial, Inc., 1441 West Long Lake Road, Troy, MI 48098.  
 
For additional information on individual companies in this report, see Ameriprise Investment Research Group (IRG) reports and available third-
party research, which may provide other investment highlights, price charts and company descriptions. They may also include key statistics 
covering income statement and balance sheet metrics, debt ratings, and issue data. SEC filings may be viewed at sec.gov. 
 
It is important to note that this publication is prepared by the fixed-income research area of the Investment Research Group within AEIS. 
The views, opinions and strategies highlighted in this publication may differ materially from those published by other functional areas within 
the Investment Research Group. Further, this research report is created independently of actions taken or planned by the Fixed Income 
Clearing Desk (AEIS). Views, opinions and strategies highlighted herein may not align with the views, opinions, strategies, or the day-to-
day trading (clearing) operations, of AEIS. 
 
Recommended List selections reflect securities that our analysts believe represent good value based on current conditions. If a security is 
added to a Recommended List, we deem it appropriate for investment. If a security is removed from a Recommended List and you choose 
to hold the removed security in your investment portfolio, you should continue to review available third-party research sources in order to 
obtain an investment opinion, price target, and additional fundamental analysis. 
 
SECTOR / ISSUER RATINGS 
The Investment Grade and High Yield Research Team employs a relative return-based rating system that, depending on the company 
under analysis, may be applied to some or all of the company’s debt securities or other instruments. Please review our latest research 
report on a company to ascertain the application of the rating system. 
 
Our Corporate Bond Recommended List includes issuers that we believe have solid credit fundamentals and are likely able to repay 
indebtedness beyond the intermediate term. Fixed-income securities included in our Recommended List are selected from the universe of 
companies covered by AEIS.  
 
Approved third-party research providers (e.g., Standard & Poor’s and Moody’s Investor Service) generally provide additional information on 
companies included in our Recommended List.  
 
If a security is added to our Recommended List, we believe the issuer to be appropriate for investment based on known credit 
fundamentals.  
When investment securities are removed from our Corporate Bond Recommended List, we recommend reviewing our latest research 
report on the issuer for an explanation of the basis of the removal to determine if holding securities of the issuer remain appropriate. If you 
choose to hold removed positions in your portfolio, you should continue to review available third-party research sources to obtain an 
investment opinion and additional fundamental analysis.  
 
Securities in our Corporate Bond Recommended List most closely correlate with an investment opinion of “Hold” or better; therefore, 100% 
of the issuers on our Corporate Bond Recommended List meet this definition. Additionally, we note that each of our respective approved 
third-party research providers utilizes its own unique rating system, which is disclosed and defined within their own research reports.  
 
RISK FACTORS 
Dividend and interest payments are not guaranteed. The amount of dividend payment, if any, can vary over time and issuers may reduce 
or eliminate dividends paid on securities in the event of a recession or adverse event affecting a specific industry or issuer. Should a 
company be unable to pay interest on a timely basis, a default may occur and interruptions or reductions of interest and principal payments 
can occur. 

http://www.ameriprise.com/legal/disclosures
http://www.sec.gov/
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Investments in a narrowly focused sector may exhibit higher volatility than investments with broader objectives and are subject to market 
risk and economic risk. 
 
PRODUCT RISK DISCLOSURES 
There are risks associated with fixed-income investments, including credit risk, interest rate risk, and prepayment and extension risk. In 
general, bond prices rise when interest rates fall and vice versa. This effect is usually more pronounced for longer term securities. This 
means you may lose money if you sell a bond prior to maturity as a result of interest rate or other market movement. Please review these 
risks with your financial advisor to better understand how these risks may affect your investment choices. 
 
Securities offered through AFS may not be appropriate for all investors. Consult with your financial advisor for more information regarding 
the appropriateness of a particular investment. 
  
Any information relating to the income or capital gains tax treatment of financial instruments or strategies discussed herein is not intended 
to provide specific tax advice or to be used by anyone to provide tax advice. Investors are urged to seek tax advice based on their 
particular circumstances from an independent tax professional. 
 
For further information on fixed income securities please refer to FINRA’s Smart Bond Investing at FINRA.org, MSRB’s Electronic 
Municipal Market Access at emma.msrb.org, or Investing in Bonds at investinginbonds.com. 
 
Credit Ratings are provided by Nationally Recognized Statistical Ratings Organizations (NRSROs) as designated by the U.S. Securities & 
Exchange Commission (SEC) as credit agencies. The list of NRSROs includes Moody’s Investors Service (MDY) and S&P Global (S&P). 
The SEC may add or delete agencies designated as NRSROs. Credit Ratings are evaluations of a bond issuer’s financial strength or its 
ability to pay principal and interest in a timely fashion. Credit Ratings are divided into categories from highest to lowest.  
 
Investment Grade is defined in our reports as having an Aaa, Aa, A, or Baa credit rating from MDY, and AAA, AA, A, or BBB from S&P.  
 
Non-Investment Grade designations used in our reports fall below Baa3 by MDY and BBB- by S&P and are apt to have more volatile 
prices and carry more risk to principal and income than investment grade securities. Ratings are subjective opinions, are not statements of 
fact, and are subject to change. 
 
Discount Bonds may be subject to capital gains. 
 
Municipal Bonds derive income from tax-exempt municipal bonds or municipal bond funds may be subject to state and local taxes, and a 
portion of income may be subject to the federal and/or state alternative minimum tax for certain investors. Federal and state income tax 
rules will apply to any capital gains.   
 
New issue bonds are sold only by the prospectus or offering circular of the individual issuer. An investor should read the prospectus or 
offering circular carefully before investing. 
 
DEFINITIONS OF TERMS 
Yield to Call (YTC) is the yield of a bond or note if you were to buy and hold the security until the call date, but this yield is valid only if the security 
is called prior to maturity. The calculation of yield to call is based on the coupon rate, the length of time to the call date and the market price. 
 
Yield to Maturity (YTM) is the total return anticipated on a bond if the bond is held until the end of its lifetime. Yield to maturity is expressed as an 
annual rate. 
 
Yield to Worst (YTW) is the lowest potential yield that can be received on a bond without the issuer actually defaulting. The YTW is calculated by 
making worst-case scenario assumptions on the issue by calculating the return that would be received if the issuer uses provisions, including 
prepayments, calls or sinking funds. 
 
INDEX DEFINITIONS 
An index is a statistical composite that is not managed. It is not possible to invest directly in an index. 
 
Definitions of individual indices mentioned in this report are available on our website at ameriprise.com/legal/disclosures/ in the Additional 
Ameriprise research disclosures section, or through your Ameriprise financial advisor. 
 
DISCLOSURES OF POTENTIAL CONFLICTS OF INTEREST 
One or more members of the research team who prepared this research report may have a financial interest in securities mentioned in this 
research report through investments in a discretionary separately managed account program. 
 
Either AEIS or AFS trades (or may trade) as principal in the debt securities (or in related derivatives) that appear in this research report. 
 
DISCLAIMER SECTION 
Except for the historical information contained herein, certain matters in this report are forward-looking statements or projections that are 
dependent upon certain risks and uncertainties, including but not limited to, such factors and considerations as general market volatility, 
global economic and geopolitical impacts, fiscal and monetary policy, liquidity, the level of interest rates, historical sector performance 
relationships as they relate to the business and economic cycle, consumer preferences, foreign currency exchange rates, litigation risk, 
competitive positioning, the ability to successfully integrate acquisitions, the ability to develop and commercialize new products and 
services, legislative risks, the pricing environment for products and services, and compliance with various local, state, and federal health 
care laws. See latest third-party research reports and updates for risks pertaining to a particular security. 
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This summary is based upon financial information and statistical data obtained from sources deemed reliable, but in no way is warranted 
by Ameriprise Financial, Inc. as to accuracy or completeness. This is not a solicitation by Ameriprise Financial Services, LLC of any order 
to buy or sell securities. This summary is based exclusively on an analysis of general current market conditions, rather than the 
appropriateness of a specific proposed securities transaction. We will not advise you as to any change in figures or our views. 
 
Past performance is not a guarantee of future results.   
 
Third-party companies mentioned are not affiliated with Ameriprise Financial, Inc. 
 
Ameriprise Financial, Inc. and its affiliates do not offer tax or legal advice. Consumers should consult with their tax advisor or attorney 
regarding their specific situation. 
 
Investment products are not insured by the FDIC, NCUA or any federal agency, are not deposits or obligations of, or guaranteed 
by any financial institution, and involve investment risks, including possible loss of principal and fluctuation in value. 
 
Ameriprise Financial Services, LLC. Member FINRA and SIPC. 
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