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Canterbury Consulting (“CCI”) is an SEC registered Investment Adviser. Information pertaining to CCI's advisory
operations, services, and fees is set forth in CCI’s current Form ADV Part 2 (Brochure), a copy of which is available
upon request and at www.adviserinfo.sec.gov. Information provided through CCI’s Quarterly Outlook related to
market or asset class performance figures is believed to be derived from reliable sources. However, CCI assumes
no responsibility for their content or the manner in which the viewer utilizes such information. The performance
information presented in certain charts or tables is for informational purpose only and represents historical
performance based on available market data results for the quarterly period shown above and does not reflect any
performance related to trading in actual accounts. Any recommendations or statement made in the Quarterly
Outlook is not to be construed as specific investment advice. The viewer should be aware of the inherent
limitations of data derived from the retroactive application of historical data developed with the benefit of
hindsight and that actual results may differ. Actual performance with client accounts would be materially less
than the stated performance results for the same period when including the deduction of advisory fees, brokerage
or other commissions, and any other expenses that a client would have paid.
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Quarterly Asset Class Report
Tax-Exempt Fixed Income



Role in the Portfolio Fixed Income

Canterbury Consulting recommends and communicates asset-class strategy with the objective of 
constructing a diversified portfolio of fixed income strategies designed to (in aggregate): 

— Preserve capital and mitigate volatility

— Provide measured exposure to the diverse universe of fixed income securities

— Exhibit returns uncorrelated to equity markets

— Canterbury fixed income portfolios are set up with a goal to deliver consistent net-of-fees excess returns and
moderate tracking error versus the Bloomberg U.S. Aggregate and Bloomberg Global Aggregate.

— Relative to the index, Canterbury’s current fixed income portfolios may exhibit neutral-to-slightly lower duration,
similar credit quality, and higher yields.

Growth Public and Private Equity Market Decline

Capital Preservation Fixed Income, Hedge Funds
Rising Interest Rates, Highly 

Correlated Markets

Inflation Protection
Real Assets: Real Estate, 

Commodities
Deflation

Asset CategoriesRole Risks
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Index Returns as of September 30, 2026 Fixed Income

Source: Morningstar Direct 3

10 Years (%)7 Years (%)5 Years (%)3 Years (%)1 Year (%)YTD (%)QTD (%)

0.05-0.61-1.863.82-2.43-2.67-2.46Bloomberg Global Aggregate

1.140.38-0.644.06-1.84-2.91-3.51Bloomberg US Agg Bond

U.S. Treasurys

2.502.923.884.713.912.860.97FTSE Treasury Bill 3 Mon USD

2.432.803.644.563.682.620.89Bloomberg Short Treasury

1.261.030.553.78-0.33-1.46-1.69Bloomberg Intermediate Treasury

-2.12-4.66-7.260.95-7.66-7.62-8.03Bloomberg Long Term US Treasury

2.853.392.524.700.640.31-1.07Bloomberg U.S. Treasury TIPS 1-5Y

2.152.120.003.75-1.99-2.12-3.24Bloomberg US Treasury US TIPS

U.S. Corporate Credit

2.041.01-0.464.98-2.30-3.11-3.94Bloomberg US Corp IG

5.385.756.197.034.553.291.95Morningstar LSTA US LL TR USD

5.054.623.608.031.410.10-1.82Bloomberg HY Corporate TR USD

4.934.463.417.711.900.36-1.65Bloomberg Ba to B US HY TR USD

0.53-1.31-3.392.34-5.93-6.01-6.05Bloomberg US Corp Aaa TR USD

0.80-0.40-1.893.39-4.15-4.53-4.80Bloomberg US Corp Aa TR USD

1.720.77-0.594.70-2.35-3.24-3.93Bloomberg US Corp A TR USD

2.571.51-0.025.58-1.81-2.64-3.71Bloomberg US Corp Baa TR USD

4.914.513.057.551.50-0.01-1.95Bloomberg US HY Ba TR USD

4.944.393.907.962.560.97-1.18Bloomberg US HY B TR USD

5.195.074.309.37-1.63-1.81-3.44Bloomberg US HY Caa TR USD

Securitized

2.332.372.294.891.520.26-0.79Bloomberg ABS

0.880.27-0.394.53-1.65-3.31-4.25Bloomberg MBS

2.031.580.815.510.26-1.06-1.81Bloomberg CMBS

Municipals

1.510.80-0.212.89-2.68-4.18-6.35Bloomberg Municipal

1.481.170.612.79-1.92-2.67-3.71Bloomberg Muni 1-10

Global

1.610.750.344.25-0.64-1.42-2.53Bloomberg Global Aggregate TR Hdg USD

-0.92-1.49-2.903.54-2.97-2.52-1.64Bloomberg Gbl Agg Ex USD

-0.80-1.63-2.903.15-2.70-2.80-2.43FTSE WGBI NOT F
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Median12-Mo. Ago3-Mo. AgoCurrentSpreads (%)

4.302.802.753.12HY Corporate

1.320.760.760.84IG Corporate
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• The Federal Reserve raised the federal funds
rate by 25 basis points at the September
FOMC meeting to a range of 3.75% - 4.00%.

• The September FOMC meeting marked the first
policy rate increase under Chairman Kevin
Warsh, during which he continued to
emphasize the Fed's commitment to restoring
price stability, and reiterated the Fed’s
attentiveness to the effects of geopolitical
developments overseas and maintaining
strength in the labor market. Current FOMC
projections indicate overwhelming support for
at least one additional 25 basis point hike in
2026, with four of the 18 submitting members
seeing two or more as possible.

• During the quarter, the yield curve shifted
meaningfully higher and moderately
steepened, driven by elevated inflation
expectations, increased long-term debt
issuance tied to AI, fiscal concerns, and tighter
Fed policy.

• Investment-grade (IG) and high-yield (HY) credit
spreads were volatile in the third quarter,
ending the period meaningfully wider, but
remain well below their long-term median
levels. [1]

Sources:  Federal Reserve Bank of St. Louis, U.S. Treasury 
Department. Data as of 9/30/2026. S&P LCD Lev Loan Defaults, 
JP Morgan HY Bond Defaults, Data as of 12/31/2025.

[1] Long-term median is defined as median data starting in 2006.
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Market Environment as of September 30, 2026

• The breakeven rate yield curve shifted higher 
in the third quarter, with intermediate to long 
term breakeven rates increasing meaningfully.

• The breakeven rate is the implied inflation rate 
for a given maturity and is calculated by 
subtracting the real yield of a Treasury bond 
from the nominal yield.

• Current breakeven rates suggest that 
intermediate and longer-term inflation is 
expected to remain elevated, likely in the 2.3% 
- 2.5% range.

• Real yields increased materially across the 
curve given elevated inflation expectations, 
strong growth signals, and hawkish Fed 
rhetoric, with 5-year real yields increasing by 
approximately 40% from the prior quarter. 

• The September Consumer Price Index (CPI) 
report came in hotter than expected. Headline 
CPI rose 3.7% year-over-year, up from 3.4% in 
August, and 0.6% for the month on a 
seasonally adjusted basis. Gasoline prices 
rose 9.1%, accounting for half the monthly 
increase in headline CPI, having now risen 
more than 34% over the prior year. Core CPI, 
excluding food and energy, rose 0.3% for the 
month and 2.6% year over year, up from 2.4% 
in August. 

Fixed Income
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Source: Federal Reserve Bank of St. Louis, Bureau of Labor 
Statistics CPI & PCE Data, U.S. Treasury Department,  U.S. 
Treasury Inflation-Indexed Rates. Data as of 9/30/2026.
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• The September FOMC meeting showed a 
convergence in opinions from key 
decisionmakers at the Federal Reserve, with 
overwhelming support for at least one 
additional rate hike through the end of 2026. 
Chair Warsh again declined to submit a dot 
plot, consistent with his view that the Federal 
Reserve should place less reliance on forward 
guidance.

• Market participants, as reflected in the Fed 
funds futures market, are currently pricing in 
just over one additional 25 basis point rate 
hike through the Fed’s December 2026 
meeting, signaling the market’s expectations 
for increasingly hawkish Fed behavior relative 
to earlier in the year.

• The Fed Dot Plot represents where each of the 
Federal Open Market Committee (FOMC) 
members believes the Fed funds rate will be in 
the future.

• The implied Fed funds rate is where market 
participants believe the Fed funds rate will be 
based on futures prices.

Fixed Income
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Source: Board of Governors of the Federal Reserve System, Fed 
Funds Futures sourced from CME Group as of 9/30/2026.

Market Environment as of September 30, 2026
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• Yields across U.S. fixed income sectors were 
volatile and generally increased in the third 
quarter. Yields on municipal debt, as 
measured by the Bloomberg Municipal Bond 
Index, saw the largest increase, driven by a 
combination of broader Treasury-related 
pressure on yields combined with negative 
technicals in the sector. 

• In global developed markets, yields broadly 
increased in light of hawkish central bank 
rhetoric, geopolitical uncertainty, and elevated 
energy prices. French sovereign debt yields 
saw the largest increase as the country 
struggles with growing budgetary deficit 
concerns and civil unrest.

• Emerging market (EM) sovereign yield (local 
currency) movements were largely mixed. 
Yields on Colombian sovereign debt increased 
by approximately 118 basis points, as the 
central bank unexpectedly hiked rates in 
September amidst persistent elevated 
inflation. Conversely, Brazil cut policy rates 
given signs of easing inflation, with yields 
ending the quarter approximately 22 basis 
points lower.

Source: Bloomberg Indices. 10-year global sovereign yields. Data 
as of 9/30/2026.
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Goals

Risk 
Tolerance

Time 
Horizon

Interest Rate & 
Inflationary 
Environment

Tax 
Considerations

• Are clients seeking to preserve capital, generate total return, or blend the two within a fixed 

income segment? 

• What level of risk related to portfolio correlation is the client looking to incur? 

• How much risk is a client willing to take? 

• Duration, yield curve positioning, sector exposure, credit exposure, the correlation to equities, 

and the client’s distribution flows are important factors to measure.

• Does the client have short term or long term goals? 

• Are spending requirements quarterly, annually, or longer? 

• Is spending consistent with the return/risk profile of the portfolio?

• How does the current interest rate regime and inflationary environment affect return and risk 

(i.e. stagnant, slow-rise, rapid rise)? 

• What level of interest rate volatility is the client willing to take?

• Is the client’s status taxable or tax-exempt? 

• Does the client have a higher threshold given the respective tax situation?

Factors that Affect Fixed Income Portfolios Fixed Income Toolkit
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Building a Fixed Income Portfolio Fixed Income Toolkit

OPPORTUNISTICCORE

FIXED INCOME PORTFOLIO

Characteristics

Exposure

Characteristics

Exposure

• Low volatility 
• Uncorrelated to equities
• U.S. Focus

• Treasuries
• Agencies
• Investment grade corporate
• MBS

• Income orientated
• Total return focus
• Uncorrelated to core bonds

• Non-U.S. developed sovereigns
• EM sovereigns
• High yield
• Bank loans
• Private debt 
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