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Market Commentary 

The higher-for-longer rates narrative that took hold in Q1 2024 
gave way to softer data in Q2 that solidified signs of a broad 
macroeconomic slowdown: 

•  Continued disinflation: Headline year-over-year CPI 
inflation fell from 3.5% in March to 2.5% in August.

•  Modest softening in labor market conditions:  
The unemployment rate rose from 3.8% to 4.2%. 

•  More certainty on policy shift: The Federal Reserve signaled 
its intent to begin cutting rates in September. 

As a result of these conditions, the 10-year US Treasury yield 
fell by about 100 bps from a local max of 4.7% in late April to 
well under 4% by mid-September (Figure 1). 

Meanwhile, credit spreads had been on a steady tightening 
trend since Q4 last year through to mid-year, with investment 
grade (IG) spreads falling from 130 bps to 85 bps, and high yield 
(HY) spreads falling significantly from 437 bps to almost  
300 bps. IG spreads widened by approximately 25 bps during 
the market volatility in early August; however, much of that 
move has now been retraced.

•	 Both high grade systematic active fixed 
income strategies outperformed their 
benchmarks in August.

•	 The Value factor drove performance in 
August and was the best-performing 
factor during the month.

•	 Spreads have tightened in 2024 
despite continued macroeconomic  
and central bank policy uncertainties.
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Figure 1  US IG Spreads Tightened Steadily in Q2,  
Followed by Brief Elevated Volatility in August

Figure 2  Monthly Factor Performance, Overall Market

Sources: Bloomberg Finance, L.P., as of September 3, 2024.  
Index: Bloomberg US Corporate Total Return Value Unhedged USD.

Source: Barclays QPS. The chart reports monthly excess return over duration-
matched Treasuries of factor-tilted portfolios subject to concentration limits 
as well as risk characteristics (e.g. Duration, DTS, Industry Sector and Rating 
Allocation) close to the index. The portfolios implement positive or negative tilts 
on individual factors: Relative Value and Momentum. Turnover is not controlled, 
and transaction costs are ignored. The information contained above is for 
illustrative purposes only. Data as of August 2024. Past performance is not a 
reliable indicator of future performance.

Factor Report

Alpha signals, closely related to style factors, are a key input 
in systematic fixed income. Indeed, the decisions about which 
securities to buy or sell are determined based on signal scores 
that measure a security or issuer’s exposure to [un]desirable 
style factors at a given point in time. 

Factor investing, which has long served as a strategy for 
equity investors to understand and exploit alpha drivers 
discerned over time, is now becoming a more viable option 
for credit investors (see: The Case For Systematic in Credit). 
It allows investors to gain a different perspective on the key 
drivers of credit returns in various market environments. The 
factors we evaluate are in some cases informed by the equity 
performance of the issuers (see Overview: Systematic Active 
Fixed Income Signals).

The Value Factor  In this environment of general spread 
tightening, the Value factor performed very well in the first  
six months of 2024. The Value signal isolates the spread that is 
unaccounted for by issuer fundamentals or structural elements 
such as maturity. When elevated, this signal has empirically been 
shown to mean-revert over time. As the Value factor tilts towards 
higher yielding, higher spread bonds, it will tend to outperform as 
spreads tighten, hence the strong performance thus far in 2024.

The Momentum Factor  The Momentum factor tends to 
perform better in market downturns, thereby complementing 
the Value factor which performs less well. The Momentum 
signal performed well early in the year and during the more 
volatile months of July and August, while struggling from  
March to June. Should a period of more sustained spread 
widening emerge, that is when we would expect to see the 
Momentum factor shine once again. At the security level,  
the Momentum factor did quite well in identifying issuers that 
were experiencing negative equity performance first, and  
then negative spread performance as earnings disappointed.  
For example, this pattern occurred with the bonds of  
BBB-rated chip maker Intel Corp. during the period.
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Performance 

With live assets now in these strategies since December 31, 
2023, we continue to build a performance track record that  
is demonstrating the efficacy of the factor signals, along 
with the effectiveness of our portfolio construction and 
implementation skills. 

•  Systematic High Quality Intermediate Corporate   
The portfolio outperformed its benchmark by +52 bps YTD 
through the end of August. As should be expected in such an 
environment, Value was the key contributor to excess returns 
in the YTD period. Other elements such as the yield curve and 
the Momentum factor only contributed modestly. As spreads 
have continued to grind tighter YTD in 2024, Momentum 
scores have tilted the portfolio progressively more defensively 
over time, towards Utilities and Non-Cyclicals, and away from 
Cyclicals, Energy, and Industrials.

•  Systematic High Quality Long Corporate  The portfolio 
outperformed its benchmark by +59 bps YTD through 
August. Consistent with the intermediate strategy, Value was 
the main driver of the outperformance, and Momentum has 
tilted the long portfolio more defensively over time.

Figure 3  The Value Factor Has Boosted Returns and 
Outperformed Other Factors

Source: State Street Global Advisors, as of August 31, 2024. Past performance is 
not a reliable indicator of future performance. Performance returns for periods 
of less than one year are not annualized. Performance is on a gross basis and 
is for the individual factor. Please see net-of-fee information for the funds in 
Appendices 1 and 2.

Figure 4  The Value Factor Aided Performance in  
High Quality Long

Source: State Street Global Advisors, as of August 31, 2024. Past performance is 
not a reliable indicator of future performance. Performance returns for periods 
of less than one year are not annualized. Performance is on a gross basis and 
is for the individual factor. Please see net-of-fee information for the funds in 
Appendices 1 and 2.
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Appendix 1: 
US High Quality Intermediate Corporate Bond Performance

Annualized returns for the period ending June 30, 2024 (USD)

QTR  
(%)

YTD  
(%)

1 Year  
(%)

3 Years  
(%)

5 Years  
(%)

10 Years  
(%)

Since Inception  
(%)

US HQ Corporate Bond (Gross)* 0.80 0.16 5.37 -2.82 0.84 2.68 3.40

Bloomberg Intermediate Corporate  
ex Baa Index

0.70 -0.33 4.59 -3.24 0.39 2.34 3.16

Difference (Gross)* 0.10 0.49 0.78 0.42 0.45 0.34 0.24

US HQ Corporate Bond (Net)** 0.80 0.16 5.36 -2.83 0.82 2.66 3.38

Bloomberg Intermediate Corporate  
ex Baa Index

0.70 -0.33 4.59 -3.24 0.39 2.34 3.16

Difference (Net)** 0.10 0.49 0.77 0.41 0.43 0.32 0.23

Tracking Error Volatility — — 40 40 35 — 32

Information Ratio — — 1.95 1.05 1.29 — 0.75

Yearly returns for the period ending June 30, 2024

2011 
(%)

2012 
(%)

2013 
(%)

2014 
(%)

2015 
(%)

2016 
(%)

2017 
(%)

2018 
(%)

2019 
(%)

2020 
(%)

2021 
(%)

2022 
(%)

2023 
(%)

2024 
YTD 

(%)

US HQ Corporate Bond (Gross)* 3.64 11.72 -2.45 7.50 2.52 4.70 5.90 -2.49 14.68 11.55 -2.03 -15.86 8.99 0.16

Bloomberg Intermediate Corporate  
ex Baa Index

3.82 11.62 -2.35 7.62 2.09 4.37 5.81 -2.55 14.34 10.68 -2.10 -15.83 8.10 -0.33

US HQ Corporate Bond (Net)** 3.64 11.72 -2.46 7.49 2.51 4.69 5.88 -2.50 14.66 11.53 -2.04 -15.88 8.97 0.16

Inception date: 05/01/2010. Source: State Street Global Advisors as of June 30, 2024.
Returns greater than one year are annualized. Returns represent past performance and are not a reliable indicator of future results. Current performance may differ 
from the performance shown. The performance shown is of a composite consisting of all discretionary accounts using this investment strategy. The above information 
is considered supplemental to the GIPS presentation for this Composite, which can be found in the Appendix or was previously presented. A GIPS presentation is also 
available upon request. *Gross performance figures are provided gross of fees and expenses other than actual trading fees and expenses, and reflect all items of income, 
gain, and loss. **Net performance figures (i) are provided net of actual trading, audit, custody, administrative and legal fees and expenses; (ii) beginning on September 30, 
2014, adjusted quarterly to reflect the highest investment management fee on the actual fee schedule, inclusive of incentive fee, if any, of any account within the Composite 
(“Management Fee”) at the relevant time; prior to September 30, 2014, adjusted for an assumed investment management fee, which is equal to or higher than the 
Management Fee (except in each case certain small accounts-subject to a minimum investment management fee-may have incurred an actual investment management 
fee higher than that fee assumed in calculating the performance shown above); and (iii) reflect all items of income, gain and loss. ***Index returns reflect capital gains and 
losses, income, and the reinvestment of dividends. Index returns are unmanaged and do not reflect the deduction of any fees or expenses. It is not possible to invest directly 
in an index. Performance returns are calculated in US dollars. Calculation for value added returns may show rounding differences. gUSCR520.
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Appendix 2: 
Systematic High Quality Long Corporate Bond Performance

Annualized returns for the period ending June 30, 2024 (USD)

QTR  
(%)

YTD  
(%)

1 Year  
(%)

3 Years  
(%)

5 Years  
(%)

10 Years  
(%)

Since Inception  
(%)

Systematic HQ Long Corporate (Gross)* -1.77 -3.94 0.61 -8.21 -1.68 2.23 4.38

Bloomberg US Long Corporate A+ Index*** -2.02 -4.60 -0.24 -8.69 -2.15 1.85 4.06

Difference (Gross)* 0.25 0.66 0.85 0.48 0.47 0.38 0.32

Systematic HQ Long Corporate (Net)** -1.78 -3.94 0.59 -8.22 -1.69 2.22 4.24

Bloomberg US Long Corporate A+ Index*** -2.02 -4.60 -0.24 -8.69 -2.15 1.85 4.06

Difference (Net)** 0.25 0.65 0.83 0.47 0.46 0.37 0.17

Tracking Error Volatility (bps) — — 45 60 55 44  46

 Information Ratio — — 1.89 0.80 0.85 0.86 0.65

Yearly returns for the period ending June 30, 2024

2011 
(%)

2012 
(%)

2013 
(%)

2014 
(%)

2015 
(%)

2016 
(%)

2017 
(%)

2018 
(%)

2019 
(%)

2020 
(%)

2021 
(%)

2022 
(%)

2023 
(%)

2024 
YTD 

(%)

Systematic HQ Long Corporate (Gross)* 13.27 11.24 -7.32 16.95 -2.06 9.05 12.45 -7.33 22.96 16.35 -3.04 -27.84 10.18 -3.94

Bloomberg US Long Corporate A+ Index*** 13.91 10.59 -7.47 17.04 -2.63 8.55 12.27 -7.22 22.44 15.63 -2.91 -28.09 9.41 -4.60

Systematic HQ Long Corporate (Net)** 13.27 11.24 -7.33 16.94 -2.07 9.04 12.43 -7.34 22.95 16.33 -3.06 -27.85 10.17 -3.94

Inception date: 05/20/2011. Source: State Street Global Advisors as of June 30, 2024.
Returns greater than one year are annualized. Returns represent past performance and are not a reliable indicator of future results. Current performance may differ 
from the performance shown. The performance shown is of a composite consisting of all discretionary accounts using this investment strategy. The above information 
is considered supplemental to the GIPS presentation for this Composite, which can be found in the Appendix or was previously presented. A GIPS presentation is also 
available upon request. *Gross performance figures are provided gross of fees and expenses other than actual trading fees and expenses, and reflect all items of income, 
gain, and loss. **Net performance figures (i) are provided net of actual trading, audit, custody, administrative and legal fees and expenses; (ii) beginning on September 30, 
2014, adjusted quarterly to reflect the highest investment management fee on the actual fee schedule, inclusive of incentive fee, if any, of any account within the Composite 
(“Management Fee”) at the relevant time; prior to September 30, 2014, adjusted for an assumed investment management fee, which is equal to or higher than the 
Management Fee (except in each case certain small accounts-subject to a minimum investment management fee-may have incurred an actual investment management 
fee higher than that fee assumed in calculating the performance shown above); and (iii) reflect all items of income, gain and loss. ***Index returns reflect capital gains and 
losses, income, and the reinvestment of dividends. Index returns are unmanaged and do not reflect the deduction of any fees or expenses. It is not possible to invest directly 
in an index. Performance returns are calculated in US dollars. Calculation for value added returns may show rounding differences. gUSCR20P.
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About State Street Global Advisors

For four decades, State Street Global Advisors has served the 
world’s governments, institutions, and financial advisors. With 
a rigorous, risk-aware approach built on research, analysis, and 
market-tested experience, we build from a breadth of index and 
active strategies to create cost-effective solutions. As pioneers 
in index and ETF investing, we are always inventing new ways to 
invest. As a result, we have become the world’s fourth-largest 
asset manager* with US $4.37 trillion† under our care. 

* Pensions & Investments Research Center, as of December 31, 2023.  
†� �This figure is presented as of June 30, 2024 and includes ETF AUM of $1,393.92 

billion USD of which approximately $69.35 billion USD is in gold assets with 
respect to SPDR products for which State Street Global Advisors Funds 
Distributors, LLC (SSGA FD) acts solely as the marketing agent. SSGA FD and 
State Street Global Advisors are affiliated. Please note all AUM is unaudited.

ssga.com
Marketing Communication. 
For institutional/professional investors  
use only.

State Street Global Advisors  
Worldwide Entities

Important Risk Information 

Investing involves risk including the risk of loss 
of principal.

The views expressed in this material are the 
views of the Fixed Income team through the 
period ended September 1, 2024, and are subject 
to change based on market and other conditions. 
This document contains certain statements that 
may be deemed forward-looking statements. 
Please note that any such statements are not 
guarantees of any future performance and actual 
results or developments may differ materially 
from those projected.

All information is from SSGA unless otherwise 
noted and has been obtained from sources 
believed to be reliable, but its accuracy is not 
guaranteed. There is no representation or 
warranty as to the current accuracy, reliability 
or completeness of, nor liability for, decisions 
based on such information and it should not be 
relied on as such.

The whole or any part of this work may not be 
reproduced, copied or transmitted or any of its 
contents disclosed to third parties without 
SSGA’s express written consent.

Barclays is not affiliated with State Street Global 
Advisors Funds Distributors, LLC.

Barclays Index License Disclaimer
Neither Barclays Bank PLC (“BB PLC”) nor any of 
its affiliates (collectively “Barclays”) is the issuer 
or producer of the products referenced herein 
and Barclays has no responsibilities, obligations 
or duties to investors in such products. The 
Barclays Indices referenced herein (collectively, 
the “Indices”), together with any Barclays indices 
that are components of such Indices, are 
trademarks owned by Barclays and, together  
with any component indices and index data, are 
licensed for use by State Street Global Advisors 
as the producer of the products referenced 
herein (the “Product Provider”). The Indices are 
used by the Product Provider in connection with 
the management of the products referenced 
herein, but the Indices are not used by the 
Product Provider as the benchmark for such 
products, as defined under Regulation (EU) 
2016/1011 of the European Parliament and of  
the Council of 8 June 2016 on indices used  
as benchmarks in financial instruments  
and financial contracts or to measure the 
performance of investment funds.

Barclays’ only relationship with the Product 
Provider in respect of the Indices is the licensing 
of the Indices, which are administered, compiled 
and published by BB PLC in its role as the index 
sponsor (the “Index Sponsor”) without regard to 
the Product Provider or the products referenced 
herein or investors in such products. Additionally, 
State Street Global Advisors as Product Provider 
may for itself execute transaction(s) with Barclays 
in or relating to the Indices in connection with 
such products. Investors acquire such products 
from the Product Provider and investors neither 
acquire any interest in the Indices nor enter into 
any relationship of any kind whatsoever with 
Barclays upon making an investment in such 
products. The products referenced herein are not 
sponsored, endorsed, sold or promoted by 

Barclays and Barclays makes no representation 
regarding the advisability of such products or use 
of the Indices or any data included therein. 
Barclays shall not be liable in any way to the 
Product Provider, investors or to other third 
parties in respect of the use or accuracy of the 
Indices or any data included therein.

Barclays has engaged Bloomberg Index 
Services Limited as the official index calculation 
and maintenance agent of the Indices, which 
are owned and administered by Barclays. 
Bloomberg Index Services Limited does not 
guarantee the timeliness, accurateness, or 
completeness of the calculations of the Indices 
or any data or information relating to the 
Indices. Bloomberg Index Services Limited 
makes no warranty, express or implied, as to the 
Indices or any data or values relating thereto or 
results to be obtained therefrom, and expressly 
disclaims all warranties of merchantability and 
fitness for a particular purpose with respect 
thereto. To the maximum extent allowed by law, 
Bloomberg Index Services Limited, its affiliates, 
and all of their respective partners, employees, 
subcontractors, agents, suppliers and vendors 
(collectively, the ‘protected parties’) shall have 
no liability or responsibility, contingent or 
otherwise, for any injury or damages, whether 
caused by the negligence of a protected party 
or otherwise, arising in connection with the 
calculation of the Indices or any data or values 
included therein or in connection therewith and 
shall not be liable for any lost profits, losses, 
punitive, incidental or consequential damages.

The information provided does not constitute 
investment advice and it should not be relied on 
as such. It should not be considered a solicitation 
to buy or an offer to sell a security. It does not 
take into account any investor’s particular 
investment objectives, strategies, tax status or 

investment horizon. You should consult your tax 
and financial advisor.

The information contained in this 
communication is not a research 
recommendation or ‘investment research’ 
and is classified as a ‘Marketing 
Communication’ in accordance with the 
Markets in Financial Instruments Directive 
(2014/65/EU) or applicable Swiss 
regulation. This means that this marketing 
communication (a) has not been prepared 
in accordance with legal requirements 
designed to promote the independence of 
investment research (b) is not subject to 
any prohibition on dealing ahead of the 
dissemination of investment research.

This communication is directed at professional 
clients (this includes eligible counterparties as 
defined by the appropriate EU regulator) who are 
deemed both knowledgeable and experienced in 
matters relating to investments. The products 
and services to which this communication relates 
are only available to such persons and persons of 
any other description (including retail clients) 
should not rely on this communication.

Past performance is not a reliable indicator of 
future performance.

Bonds generally present less short-term risk 
and volatility than stocks, but contain interest 
rate risk (as interest rates raise, bond prices 
usually fall); issuer default risk; issuer credit risk; 
liquidity risk; and inflation risk. These effects are 
usually pronounced for longer-term securities. 
Any fixed income security sold or redeemed 
prior to maturity may be subject to a substantial 
gain or loss.

http://ssga.com
https://www.ssga.com/uk/en_gb/footer/state-street-global-advisors-worldwide-entities
https://www.ssga.com/uk/en_gb/footer/state-street-global-advisors-worldwide-entities
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Sample portfolio returns shown above are 
hypothetical and are based on the returns of the 
underlying market indices in the proportions 
shown above. The methodology used was taking 
the Bloomberg US Corporate Index, dividing it 
into quintiles from lowest to highest Value score, 
and measuring the returns. The Value score is a 
proprietary relative value score from Barclays 
QPS. Market indices are unmanaged and not 
subject to fees and expenses, which would lower 
returns. Neither index performance nor sample 
portfolio performance is intended to represent 
the performance of any particular mutual fund, 
exchange-traded fund, or product offered by 
SSGA. SSGA has not managed any accounts or 
assets in the strategies represented by the 

sample portfolios. Actual performance may differ 
substantially from the hypothetical performance 
presented. Past performance is not a guarantee 
of future results.

All the index performance results referred  
to are provided exclusively for comparison 
purposes only. It should not be assumed that 
they represent the performance of any 
particular investment.

The trademarks and service marks referenced 
herein are the property of their respective 
owners. Third party data providers make no 
warranties or representations of any kind relating 
to the accuracy, completeness or timeliness of 

the data and have no liability for damages of any 
kind relating to the use of such data.

This document provides summary information 
regarding the Strategy. This document should be 
read in conjunction with the Strategy’s Disclosure 
Document, which is available from SSGA. The 
Strategy Disclosure Document contains 
important information about the Strategy, 
including a description of a number of risks.

More About Systematic Active Fixed 
Income (SAFI)
The data-driven insights in our Systematic 
Fixed Income strategies are informed by 
systematic signals delivered in the form of 

indices developed by the Barclays Quantitative 
Portfolio Strategy team, or QPS, which is 
well-recognized as an innovator in quantitative 
fixed income research. Their innovative signals 
and portfolio optimization methodologies form 
an important input to the process we,  
at State Street Global Advisors, use in  
the implementation and management of 
Systematic Active Fixed Income strategies.

© 2024 State Street Corporation. 
All Rights Reserved. 
ID2369954-7043530.1.1.GBL.INST  0924
Exp. Date: 09/30/2025


