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MARKETING COMMUNICATION

Riding the Curve: 
Beyond Goldilocks
+ The “Goldilocks moment” has arrived—use it as an opportunity to “ride the curve.”
+ Bond investors should consider diversifying duration to position along the curve.
+ Curve opportunities exist at different maturity points and different levels of credit risk.

The much-anticipated “Goldilocks moment,” 
when policymakers pivot toward an easier stance, 
has arrived. We believe bond investors should 
start to position portfolios for the next phase 
of the cycle, which is typically categorized by 
easier monetary policy, lower yields, steeper 
yield curves, and more volatile credit spreads. 
Diversified duration and a mix of credit allocations 
could position portfolios for capturing total and 
excess returns.

In December 2023, the U.S. Federal Reserve (Fed) 
confirmed that it had finally reached the terminal 
federal funds rate and did not expect any further 
interest rate hikes in its fight against inflation. 
The relief rally that ensued caused rates to fall 
meaningfully, resulting in a substantial boost for 
fixed income investors with diversified duration 
exposures. Investors concentrated in cash or on 
the very front end of the yield curve, however, 
underperformed longer-duration allocations. 
In fact, cash-only investors realized returns 
approximately 80% lower  than those of diversified 

fixed income investors since the peak in the U.S. 
10-year Treasury bond yield in October 2023 
(Exhibit 1). This underscores the importance 
of duration diversification when monetary 
policymakers pivot to easier policy.
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EXHIBIT 1: CASH-ONLY INVESTORS HAVE REALIZED THE OPPORTUNITY COSTS OF “WAITING FOR GOLDILOCKS”
Opportunity cost: Total return of diversified portfolio less total return of 3- to 6-month T-bills

6.63%

Period 1:
 1994 soft landing

4.99%

Period 2:
 Tech bubble and 9/11

2.31%

Period 3:
 Global Financial Crisis

5.57%

Period 4:
 COVID-19

4.60%

Current period

Past performance is no guarantee of future results.
Sources: Bloomberg Finance L.P. and ICE BofA, as of 29-Dec-23. 3- to 6-month T-bills = Bloomberg U.S. 3–6 Month Treasury Bill Index (LD21TRUU Index), 1- to 3-year 
gov/credit = Bloomberg U.S. 1–3 Year Gov/Credit Index (LGC3TRUU Index), U.S. aggregate = Bloomberg U.S. Aggregate Bond Index (LBUSTRUU Index), 10-year Treasury 
= ICE BofA Current 10-Year Treasury Index (GA10 Index), diversified portfolio = represents 25% in each of the four indexes above. Total returns displayed for the Waiting 
for Goldilocks period = peak of 10-year U.S. Treasury yield until first cut to the federal funds rate. Current period = 19-Oct-23 to 29-Dec-23.
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Should the Fed follow its forecast and cut interest rates in 
2024, the total return potential for money market funds and 
other cash-like products will fall. However, for investors who 
have allocations along the yield curve, we anticipate yields in 
their portfolios to remain higher for longer given the expected 
outsized impact on the front end of the yield curve from 
Fed policy. Those with diversified duration exposure in their 
portfolios would be positioned to benefit from a total return 
perspective as yields fall and prices rise. 

The entry point remains attractive

Investors who were waiting on the sidelines have incurred 
some of the opportunity costs of waiting for Goldilocks. The 
rally at the end of 2023 prompted yields to fall across the yield 
curve, resulting in stronger total returns for investors with 
broad duration exposure in their portfolios. The drop in yields 
was significant. However, it simply brought yields back to 
where they were just a few months prior. For context, the last 
time yields were at these levels was 15 years ago in 2008. In 
other words, even after this recent decline, yields remain more 
attractive today than they have in years.

Interestingly, despite the broad swings that were experienced 
in 2023, yields closed the year remarkably close to where they 
began. For example, the yield to worst on the Bloomberg U.S. 
Treasury Index finished 2023 just 10 basis points (bps; 100 bps 
equal 1.00%) below where it had started, still well above its 
long-term average (Exhibit 2). 

While yields experienced limited year-over-year change, the 
outlook for fixed income investors changed substantially. In 
early 2023, markets were pricing several additional rate hikes by 
the Fed. Now, in early 2024, market participants have expressed 
confidence that the Fed has completed its hiking cycle and is likely 
to begin cutting rates, providing a tailwind for bond investors.

EXHIBIT 2: THE FED HEADWIND SHOULD BECOME A TAILWIND 
IN 2024

Past performance is no guarantee of future results.
Source: Bloomberg Finance L.P. Yield to worst for the Bloomberg U.S. Treasury Index and 
market-implied change for the Effective Federal Funds Rate. As of 29-Dec-23.

A time to diversify duration

In our opinion, this is not the time to simply “go long 
duration.” We still see this environment as one in which 
investors would benefit from “riding the curve” or 
diversifying their duration exposure. Fed policy maintains 
greater influence over rates at the very front end of the yield 
curve while market forces and a variety of global economic 
factors typically drive longer-maturity yields. The second half 
of 2023 saw rates further out on the yield curve rising more 
than the front end for several reasons, all of which remain 
as possible pressures keeping the longer end of the curve 
steady or causing yields to bounce modestly higher than 
current levels in 2024. 

Move beyond Goldilocks and “ride the curve”

The Fed has reached an important milestone in its monetary 
policy efforts by pivoting from raising rates to holding them 
steady with the expectation that it will begin easing policy 
in 2024. We believe a diversified approach across the curve 
would allow investors to capture attractive levels of income, 
build resiliency into their portfolios, be better prepared for 
a wider range of economic outcomes, and benefit from 
anticipated lower rates. We believe this is a suitable time 
to consider moving beyond waiting for Goldilocks and ride 
the curve.
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For further information

We’re committed to thoughtful investing, purposeful planning, 
and the desire to deliver outcomes that expand above and beyond 
financial gains. Visit our website at www.allspringglobal.com.

Contact details

FOR U.S. INVESTORS ONLY

• For retail clients, contact your financial advisor.

• To reach our intermediary sales professionals, contact your 
dedicated regional director, or call us at +1-866-701-2575.

• To reach our institutional investment professionals, contact 
your existing client relations director, or email us at 
AllspringInstitutional@allspringglobal.com.

• To reach our retirement professionals, contact your 
dedicated defined contribution investment only specialist, 
or call us at +1-800-368-1370.

FOR EMEA AND APAC INVESTORS ONLY

• To reach our EMEA- and APAC-based 
investment professionals, contact us at 
AllspringInternational@allspringglobal.com.

FOR SUSTAINABLE INVESTING

• To discuss sustainable investing solutions, contact 
Henrietta Pacquement, head of Sustainability, and 
Jamie Newton, deputy head of Sustainability, at 
henrietta.pacquement@allspringglobal.com  and 
jamie.newton@allspringglobal.com.

Index Definitions:
The Bloomberg U.S. Aggregate Bond Index is a broad-based benchmark that measures the investment-grade, U.S.-dollar-denominated, fixed-rate taxable bond market, including Treasuries, government-
related and corporate securities, mortgage-backed securities (agency fixed-rate and hybrid adjustable-rate mortgage pass-throughs), asset-backed securities, and commercial mortgage-backed securities. 
You cannot invest directly in an index.

The Bloomberg 3-6 Month U.S. Treasury Bill Index is designed to measure the performance of public obligations of the U.S. Treasury that have a remaining maturity of 3-6 months. You cannot invest directly in 
an index.

The Bloomberg U.S. 1–3 Year Gov/Credit Index includes all medium and larger issues of U.S. government, investment-grade corporate, and investment-grade international dollar-denominated bonds that have 
maturities of between 1 and 3 years. You cannot invest directly in an index.

The ICE BofA Current 10-Year Treasury Index is designed to measure the performance of U.S. dollar-denominated, 10-year Treasury securities. You cannot invest directly in an index.

CFA® and Chartered Financial Analyst® are trademarks owned by CFA Institute.
Copyright 2024. ICE Data Indices, LLC. All rights reserved. 

Diversification does not ensure or guarantee better performance and cannot eliminate the risk of investment losses. 
This material is provided for informational purposes only and is for professional, institutional, or qualified clients/investors. Not for retail use outside the U.S. 

THIS MATERIAL DOES NOT CONSTITUTE AN OFFER OR SOLICITATION AND IN ANY CASE IS NOT INTENDED TO BE USED IN ANY JURISDICTION OR TO ANY PERSON WHERE IT WOULD BE UNAUTHORIZED OR 
UNLAWFUL TO DO SO. 

Allspring Global Investments™ (Allspring) is the trade name for the asset management companies of Allspring Global Investments Holdings, LLC, a holding company indirectly owned by certain private funds 
of GTCR LLC and Reverence Capital Partners, L.P. Unless otherwise stated, Allspring is the source of all data (which is current or as of the date stated); past performance is not a guarantee or reliable 
indicator of future results; all investments contain risk; content is provided for informational purposes only with no representation regarding its adequacy, accuracy, or completeness and should not be relied 
upon; views, opinions, assumptions, or estimates are not necessarily that of Allspring and are subject to change without notice; and this communication does not contain investment advice, an investment 
recommendation, or investment research, as defined under local regulation of the respective jurisdiction.
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