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2022 Fixed Income Outlook 
The Transition From Extraordinary Toward Ordinary 
After a less than graceful Fed policy pivot to catch up with sticky inflation at the end of November, we look for Fed policy to 
transition away from extraordinary accommodation in 2022. The pivot has the Fed and bond markets playing catch-up and 
should stabilize after messaging of the December 15 policy meeting. We anticipate the Fed’s posture to pivot from solely 
economic downside risks to a greater balance between tail risks in both directions – growth and labor market recovery and 
inflation implications for price stability. 

Fed Policy: We anticipate Fed policy will evolve significantly by the end of 2022. We expect the Fed to reduce purchases 
from $90 billion per month in December to $60 billion in January at its December policy meeting. At that pace, purchases 
would end in March, concluding monthly cash infusions the Fed thought necessary through Covid-19 driven business 
disruptions.  

Our Forecasts: Allowing bond markets to adapt to diminished liquidity and progress toward full employment likely fill the 
Fed’s dashboard in the first half of 2022. Our current forecast incorporates a quarter-point hike in July and another in 
December. As the Fed contemplates potential hikes in the back half of the year, inflation forces may ease given year over 
year comparisons. With inflation potentially past peak levels, we anticipate the Fed to be more measured with rate hikes 
than the nearly three quarter-point hikes priced into 2022 fed futures markets as of December 10. We set our year-end 
2022 10-year Treasury yield target at 2.00%, up half a percent from where it likely ends 2021. Our target considers both 
retreating Fed policy interventions and moderate levels of sticky inflation.  

Our adverse scenario encompasses the trail risks facing markets and the Fed. First, slowing growth pace into 2023 and 
ongoing global geopolitical risk may draw Fed policy back into bond markets sending 10-year yields back to 1.50%. 
Second, run-away inflation could threaten price stability and force the Fed to hike rates quickly, leading 10-year Treasury 
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yields significantly above 2.50%. Finally, in our optimistic scenario, we envision a further global reopening lifting 10-year 
yields to 2.50%, which would still be negative on a real inflation-adjusted basis. We remain far from ordinary but likely 
headed in that direction through 2022. 

Nominal Returns Depressed, Real Returns Depressing 
Today, with Treasury yields depressed by massive global central bank response to the Covid-19 pandemic, low coupons 
offer meager support for total returns. Price returns are likely to come in negative, given the potential for higher short-term 
and long-term Treasury yields next year. Fixed-income investors will need to be intentional about fixed income selection 
and strategy. 

More than 20% of the $63 trillion Bloomberg Global Aggregate 
Index traded at a negative yield on December 10. In 2022, low 
coupons offer meager support for total returns, while price returns 
could be negative given the potential for higher yields. At the end of 
November, 10-year Treasury yields provided a -3.5% real yield 
relative to November’s core CPI reading of 4.9%. While nominal 
U.S. yields remain positive, U.S. Treasury investors do not expect 
their investments to keep up with inflation today. We believe the 
Fed and its G7 brethren are pot-committed or willing to go all-in to 
sustain an expansion and avoid a deep contraction. Thus, low 
yields likely persist.  

Liquidity Boost Through 2022 
We anticipate the Fed will adjust the pace of its bond purchase 
program, tapering the program to end by March. While purchases 
may soon end, the impact of past purchases likely persists as a 
positive impulse in our view. Beyond active bond-buying programs 
and rate policy, two pillars of liquidity likely persist through next year: 

• Central Bank Balance Sheets: G7 central banks hold $21 
trillion of assets, including $8.2 trillion at the Fed. Asset 
purchase programs exchange bondholder debt investments 
for cash, reflecting trillions of long-term liquidity added since 
the great financial crisis and $9 trillion added since the 
beginning of 2020.  

• Pent-up Demand: Fiscal and monetary policy flooded the 
consumer and credit channels with cash, which takes time to 
navigate the economy. Among the factors supporting 
markets: $3.7 trillion of above-trend U.S. M2 money supply, 
$2.7 trillion of above-trend commercial bank deposits, and 
$1.7 trillion of above-trend assets in money market 
accounts. See the chart to the right. 

We believe liquidity likely remains a force through 2022, supporting 
risk assets and providing stability through potential dislocations that 
arise. 
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Positioning: Segments and Strategies 
Recommended Strategies: We recommend investors consider a buy and hold approach, holding positions until maturity to 
navigate the challenging return environment. Laddered strategies for individual bonds or target maturity funds use this 
approach. Alternatively, looking at the total return of a fund investment over a longer period, such as two to three years, 
takes into account the negative returns of rising rates and the benefits resulting from higher yields on future fund holdings. 
Finally, mandate flexibility for active fixed income managers, such as an absolute return strategy, could prove helpful at 
times next year if properly geared with an investor’s risk profile.  

Government Exposure: We believe U.S. Treasuries continue to offer valuable diversification against event risks that might 
arise. U.S. Treasuries remain a global safe-haven destination, in our view, and likely benefit from any Fed emergency 
policy response that may prove necessary. Another form of Treasuries, Treasury Inflation-Protected Securities (TIPS), may 
outperform fixed-rate Treasuries in scenarios where inflation becomes unanchored and other asset prices, including 
Treasuries, fall. Following the Fed’s policy pivot toward inflation risk at the end of November, breakeven rates suggest TIPS 
as an attractive diversifier against higher inflation. 

Corporate Sectors: We believe credit selection will be key in 2022 and recommend using our Corporate Bond 
Recommended List or active management with corporate exposure. We see the pandemic benefitting companies in both 
Technology and Health Care sectors in 2022 and continued opportunities in industries as we transition into mid-cycle 
investment opportunities. The green technology disruption supports a healthy Energy segment, and steepening Treasury 
curve sets up potential profit expansion in the financial sector as the Fed retreats. In the Consumer sector, we prefer 
retailers focused positioned around strong discretionary spending as well as select food and restaurant companies that can 
more easily pass on higher costs.  

Municipals: We expect the relative value of tax-exempt bonds to improve in 2022 as technical imbalances normalize. We 
expect demand for municipals to ease in 2022 as prospects for higher income taxes fade, and continued risk of elevated 
inflation and a more hawkish Fed likely dampen fund flows. We would view the 10-year Municipal-to-Treasury ratio in the 
80-90% range as an attractive level to add exposure. We believe investors should focus on higher coupon premium-priced 
bonds as low coupon bonds could underperform in a rising yield environment due to potential tax risk.  
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Global Asset Allocation Committee   

Led by top Ameriprise strategists, the Ameriprise Global Asset Allocation Committee is a team of experienced investment 
professionals focused on delivering strategic and tactical asset allocation guidance and actionable investment strategies. 
Each quarter the Committee publishes a comprehensive outlook on the markets along with its recommendations in the 
Quarterly Capital Market Digest. 
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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 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. 
 
Each of 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.  All research policies, coverage decisions, 
compensation, hiring and other personnel decisions with respect to research analysts are made by AEIS, which is 
operationally independent of AFS. 
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Important Disclosures  
As of September 30, 2022 
The views expressed regarding the company(ies) and 
sector(s) featured in this publication reflect the personal 
views 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.  

A part of a research analyst’s compensation may be 
based upon 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. 

This information is being provided only as a general 
source of information and is not intended to be the 
primary basis for investment decisions. It should not be 
construed as advice designed to meet the particular 
needs of an individual investor. Please seek the advice of 
a financial advisor regarding your particular financial 
concerns. Consult with your tax advisor or attorney 
regarding specific tax issues. 

Tactical asset class recommendations mentioned in this 
report reflect The Ameriprise Global Asset Allocation 
Committee’s general view of the financial markets, as of 
the date of the report, based on then current conditions. 
Our tactical recommendations may differ materially from 
what is presented in a customized long-term financial 
plan or portfolio strategy. You should view our 
recommendations in conjunction with a broader long-term 
portfolio strategy. Not all products, services, or asset 
classes mentioned in this report may be available for sale 
at Ameriprise Financial Services, LLC. Please consult 
with your financial advisor. 

PRODUCT RISK DISCLOSURES 
Diversification and asset allocation do not assure a 
profit or protect against loss. 

DEFINITIONS OF TERMS 
Market risk may affect a single issuer, sector of the 
economy, industry or the market as a whole. 

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. 

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. 

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.   

Investment products are not federally or FDIC-
insured, 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, Inc. and its affiliates do not offer tax 
or legal advice. Consumers should consult with their tax 
advisor or attorney regarding their specific situation. 

Ameriprise Financial Services, LLC. Member FINRA and 
SIPC.
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