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Defined by monetary policy tightening to combat decades-high inflation, interest rate volatility and rising recession fears, 2022 marked 
steep drawdowns for most sectors of the fixed income market. The Federal Reserve hiked the target federal funds rate (FFR) 425 basis 
points (bps), the steepest pace of tightening in decades, and the 10-year U.S. Treasury yield rose 237 bps year-over-year (YoY). It was the 
worst calendar year on record for the Bloomberg US Aggregate Bond Index, which returned negative 13.0%, as traditional fixed-income 
sectors including Treasuries, Agency mortgage-backed securities (MBS) and investment grade (IG) corporate credit were all impacted 
by rising interest rates across the Treasury curve. Much of the negative returns across sectors of the fixed income universe were 
attributable to duration risk, though credit markets were additionally impacted by spread widening alongside broader macroeconomic 
uncertainty. Drawdowns were not confined to the U.S., as developed markets (DM) sovereign bonds and emerging markets (EM) 
sovereign bonds were among the worst-performing sectors in the global fixed-income landscape. (Figure 1)

With the backdrop of steep losses in 2022 and some of the highest yields in the past decade, the DoubleLine team sees the turn of 
the year as an opportunity to allocate to fixed income asset classes. This is in contrast to the start of 2022, when low yields made it 
challenging to generate positive total returns, particularly in a rising interest-rate environment. Risk-adjusted return potential in fixed 
income for 2023 is stronger now than it has been in some time, and prospects for investors with multiyear horizons look even stronger. 

Figure 1  
Source: DoubleLine, Bloomberg  
Please see page 8 of this document for indexes used within this chart.
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That said, recession risks are rising, and investors need to be attentive to leading indicators of economic weakness. The Conference 
Board Leading Economic Index (LEI) YoY change is a closely watched measure of economic recession. This measure turned negative 
in July, indicating worsening economic fundamentals in the U.S. When the YoY LEI has turned negative in the past, a recession has 
generally followed. Recession risks are also evident in the shape of the Treasury yield curve, which is inverted as measured by the 
spread between the three-month and 10-year yields. An inverted yield curve has historically provided insight into the onset of a 
recession, with the previous eight recessions preceded by an inversion. (Figure 2) 

In our 2022 Fixed Income Asset Allocation (FIAA) Outlook, we noted that the yield curve would flatten, driven by short-end yields 
rising faster than long-end yields, and that the curve would shift higher.1 With investors now being compensated for taking interest-
rate risk in the form of higher yields, we believe Treasuries offer attractive relative value. DoubleLine believes the more economically 
sensitive 10- and 30-year Treasuries are the more attractive tenors across the yield curve moving into 2023, due in part to our view 
that inflation will continue falling and the increasing likelihood of an economic slowdown in the latter part of the year. Longer-duration 
government bonds can potentially provide duration exposure, positive carry and credit-risk offset in an increasingly uncertain macro 
environment. Further, we believe pairing higher-yielding credit with a well-managed duration position in Treasuries can potentially 
produce attractive risk-adjusted returns.

DoubleLine is also attentive to the market’s expectations for future changes to monetary policy. Fed Chair Jerome H. Powell reiterated 
at his Federal Open Market Committee (FOMC) press conference on Dec. 14, “Reducing inflation is likely to require a sustained period 
of below-trend growth and some softening of labor market conditions.”2  This sentiment was reflected in the FOMC’s Summary of 
Economic Projections (SEP), released at its December meeting, where the median expectation was for 0.5% real gross domestic product 
growth in 2023, down from the September projection of 1.2%. Similarly, the median expectation was for the U-3 unemployment rate 
to end 2023 at 4.6%, up from the September projection of 4.4% and the 3.5% released in December. 

Figure 2  
Source: DoubleLine, Bloomberg 
Red shaded areas indicate recessionary periods.
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These projections indicate the collateral damage viewed as necessary by the Fed to bring inflation under control with restrictive policy. 
Furthermore, 17 of the 19 committee members projected in the December SEP that the FFR will reach a range of 5.1% to 5.6% in 2023 
while no members expect a rate cut.3  These projections conflict with investors’ expectations, as fed funds futures pricing indicates that 
the FFR will peak below 5% in 2023, and the FOMC will ultimately cut rates in the second half of the year.4  Another indication that the 
FFR might not breach the 5% level in 2023 is the yield on the two-year Treasury note, which peaked at 4.72% in November. DoubleLine 
CEO-CIO Jeffrey Gundlach has noted that the Fed tends to follow this tenor when setting monetary policy, which, if true, signals the end 
of this tightening cycle could be near. (Figure 3) The Fed will also continue its quantitative tightening (QT) program, which has already 
reduced the size of the central bank’s balance sheet by nearly $500 billion from its high in April. QT has undoubtedly contributed to 
challenging liquidity conditions for fixed income and elevated interest-rate volatility. Restrictive monetary policy is likely to persist 
until inflation recedes to a point the Fed sees as appropriate for price stability, or U.S. employment, which continues to show signs of 
strength, deteriorates significantly. Uncertainty around the path of monetary policy is likely to provide a backdrop for continued rate 
volatility in 2023.

Given this setup, we favor combining Treasuries with a higher-yielding credit allocation in intermediate-term fixed income portfolios. 
We believe this provides investors with the chance to generate relatively attractive risk-adjusted returns in a variety of outcomes, 
ranging from a recessionary environment to a continued economic expansion. Should predictions for recession in 2023 come true, the 
severity, length and subsequent Fed activity (or lack thereof) are all likely to influence fixed income performance. 

Figure 3  
Source: DoubleLine, Bloomberg
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Sector Outlook
A more in-depth view of our 2023 outlook for structured 
products can be found here.

U.S. Treasuries

Entering 2023, the Treasury yield curve indicates slowing 
economic growth and falling inflation. With the Fed set to hold 
monetary policy at a restrictive level for the better part of the 
year, absent a rapid weakening of the labor market, we continue 
to favor a curve flattener. We expect the short end to continue 
to be propped up by tight monetary policy, though the long end, 
specifically 10- and 30-year tenors, looks attractive. Allocations to 
the long end enable active managers to simultaneously maintain 
exposures to credit sectors, due to the risk-offsetting nature of 
Treasuries, especially in recessionary environments (see: Owning 
Treasuries as an Offset to Credit Risk). At the beginning of the 
year, Treasuries across tenors were generally yielding more 
than they have at any point in the past decade. Moreover, as 
measures of inflation trend lower in 2023, Treasuries could offer 
positive real yields in excess of inflation. Treasuries experienced 
poor liquidity conditions alongside most other sectors of fixed 
income over the last year, an environment likely exacerbated by 
QT. However, the Treasury Department has taken some initial 
steps at addressing technical imbalances in the Treasury market 
by soliciting feedback from primary dealers on a potential 
buyback program. While details of the program are still scarce, 
the development is a sign that liquidity conditions could improve 
in the future. Nevertheless, the volatility-dampening benefits of 
owning Treasuries is likely to be magnified in the coming year as 
the uncertain macro environment persists.

Agency Mortgage-Backed Securities

Agency MBS performance in 2022 was impacted by the Fed’s 
balance-sheet runoff, a lack of bank buying, overseas selling and 
real estate investment trusts deleveraging. This placed much 
of the responsibility on relative-value-type buyers to absorb 
supply, which was not enough to keep spreads from widening.

With mortgage rates near 6.5%, the supply outlook for next 
year could become much more favorable.5 Daily originations are 
expected to drop below $2 billion per day, down from almost 
$8 billion per day at the peak in 2021. This would help keep 
technicals better balanced, and we expect the Fed’s paydown 
schedule will be better absorbed by money managers, banks and 
overseas investors. Meanwhile, prepayment speeds continue to 
fall, as borrowers with lower mortgage rates are less likely to 
refinance at higher rates. Slower expected prepayments and 
lower dollar prices have contributed to a significantly improved 
convexity profile for Agency MBS, implying a better return per 
unit of risk going forward. 

We are positive on Agency MBS broadly, as spreads have widened 
to historically cheap levels. On a relative-value basis, Agency 
MBS current-coupon spreads are near their cheapest levels 
versus IG corporate bond spreads over the last 20 years and 
are well positioned for relative-value buyers to take advantage 
of the recent spread widening. Further, should the U.S. enter a 
recession, the government-backed nature of Agency MBS could 
contribute to relative outperformance versus credit-sensitive 
corporate bonds. These factors, in addition to the potential 
for continued slowdown in supply, could provide tailwinds for 
future performance.

Non-Agency Mortgage-Backed Securities

2022 offered a challenging backdrop for non-Agency residential 
MBS (RMBS). In addition to broader macro uncertainty, 
residential mortgage credit marked relatively steady supply, 
extension risk as prepayments slowed and, more recently, 
declining home prices. We expect non-Agency RMBS issuance 
to slow next year due to higher interest rates and diminished 
affordability. 

After a torrid 41% national home price appreciation since the 
onset of the pandemic in 2020, it is likely that home price growth 
has reached its cyclical high.6 Diminished affordability and a 
recent increase in supply will likely continue to put downward 
pressure on home prices in 2023. That said, these developments 
have been largely anticipated by the market and will likely bring 
about a healthy correction to the housing market after the 
unsustainable run of the last two years. In addition, any concern 
about the potential for a material increase in foreclosure 
inventory resulting from the Fed’s efforts to tame inflation by 
increasing the unemployment rate should be largely alleviated 
by record home equity as well as loss-mitigation strategies, 
which were successfully employed by mortgage servicers during 
the pandemic. 

Credit spreads across the residential market have nearly 
doubled since the start of 2022, as market volatility made for 
a challenging trading environment up and down the capital 
structure. We believe relative value can be found in many parts 
of the non-Agency RMBS market, as spread widening and a rise 
in rates have resulted in nominal yield levels not observed in 
nearly a decade. That said, there has been pronounced tiering 
within non-Agency RMBS, as older vintages with pre-COVID-19-
originated collateral have largely outperformed 2022 vintages 
that do not have the same level of home price appreciation. 
We expect this trend to continue in 2023 and prefer seasoned 
collateral with stronger loan-to-value cushion should home 
prices decline.

https://doubleline.com/markets-insights/doubleline-structured-products-outlook-2023/
https://doubleline.com/markets-insights/owning-treasuries-as-an-offset-to-credit-risk/
https://doubleline.com/markets-insights/owning-treasuries-as-an-offset-to-credit-risk/
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Non-Agency Commercial Mortgage-Backed Securities

While 2022 was marked by a spike in interest rate volatility, 
2023 might be a year in which credit risk drives performance 
across the non-Agency commercial MBS (CMBS) market. 
Notably, the performance bifurcation between haves and have-
nots is likely to accelerate, as higher-quality properties remain 
better insulated from economic stress. From a market technical 
perspective, we expect a continued decline in non-Agency CMBS 
issuance, which we view as a positive to the extent fund flows 
reverse and demand increases.

Given the moves in interest rates coupled with spread widening 
this year, there are attractive discount-dollar-price profiles in 
fixed-rate non-Agency CMBS at the top of the capital stack, even 
while factoring in stressed credit and rate scenarios. As rate 
volatility might remain elevated to begin the year, we generally 
favor single asset, single borrower (SASB) and commercial real 
estate (CRE) collateralized loan obligations (CLOs) rated AAA 
due to their floating-rate nature combined with discount dollar 
prices. As rate volatility subsides, we also find that conduit last-
cash-flow non-Agency CMBS rated AAA offer attractive value, 
positive price convexity and longer-duration profiles. 

Further down the capital stack, we anticipate less spread 
tightening and steeper credit curves as investors try to determine 
the extent to which recessionary pressures will impact CRE 
fundamentals, albeit downside risk will likely be idiosyncratic 
and deal dependent. Performance of lower-rated SASB credit 
can vary significantly depending on property type and sponsor. 
Our expectations are for spreads at the AAA level to potentially 
tighten while mezzanine non-Agency CMBS remain range-bound 
until the macro picture improves and we receive more clarity on 
what the future holds. 

Asset-Backed Securities

The asset-backed securities (ABS) market remained under 
pressure throughout 2022, impacted by a confluence of factors 
including broader market volatility, inflation, monetary policy, 
lingering impacts of the pandemic and the Russia-Ukraine 
war. While some of these might subside in 2023, perhaps the 
biggest factor for future ABS performance will be employment. 
A healthy labor market remains key to U.S. consumers’ ability to 
meet their debt obligations. FOMC projections suggest higher 
unemployment next year, and we expect credit performance 
for consumer-backed debt to weaken, although the level 
of deterioration will vary by sector and borrower cohort. 
Unsecured personal loan delinquencies have trended higher 
since June 2021, particularly among borrowers with lower credit 
scores, as lower-income borrowers tend to be more sensitive to 
higher inflation.

That said, we believe ABS performance should broadly rebound 
in 2023, although the path might be turbulent. As Fed policy 
becomes clearer, spreads should tighten, though some sectors 
might lag if higher unemployment materializes. Technicals could 
improve, and we expect gross new-issue volume to decline 
relative to 2022 driven by recessionary fears, challenging business 
conditions and a more conservative lending environment.

We prefer higher-quality debt in ABS on lingering uncertainty 
and the potential for another bout of market volatility over the 
near term. However, should inflation continue to trend lower 
and the labor market show signs of cooling, the Fed might take 
a less hawkish stance. This should support eventual spread 
tightening in higher-yielding ABS sectors. Across the capital 
structure, ABS spreads look cheap relative to similarly rated 
corporate bonds. Our expectation for a lag in spread tightening 
relative to corporates should allow ABS investors to realize 
additional return potential on a relative basis.
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Investment Grade Corporate Credit

Entering 2022, the Bloomberg US Corporate Bond Index’s 
duration was near its all-time high at 8.6 years.7  Given the asset 
class’s extended duration and relatively low all-in yields, we 
entered 2022 favoring shorter-duration U.S. HY and floating-rate 
bank loans over their IG counterparts.8  While IG credit spreads 
did widen YoY, the primary reason for negative performance 
was the move higher in Treasury rates. With the Fed expected 
to slow its pace of interest rate hikes and the sector’s higher 
starting yield, the IG market’s longer-duration profile should be 
less damaging to total returns in 2023. 

As weaker economic growth is expected to be a main theme 
in 2023, IG spreads could come under further pressure after 
widening 34 bps in 2022 to end the year at 121 bps.9  Overall, IG 
yields and spreads made a marked adjustment higher in 2022, 
with the index yield to worst ending the year at 5.1%, near its 
highest level since the Global Financial Crisis. Earnings will likely 
drive performance as slower growth continues to materialize. 
Thus, favoring higher-quality borrowers with solid fundamentals 
could help insulate IG investors from potential drawdowns in the 
face of a recessionary environment. Lastly, technicals could be 
a tailwind for IG broadly due to higher rates and conservative 
corporate balance-sheet management combined with a 
constrained mergers and acquisitions environment contributing 
to another year of relatively low issuance.

High Yield Corporate Credit

Despite the risk-off nature of 2022, HY credit outperformed 
IG credit across the year mainly due to HY’s shorter duration. 
Moving into 2023, the fundamental backdrop for HY appears to 
be trending down, as corporate earnings are being squeezed by 
rising raw material, supply chain and labor costs. Meanwhile, 
aggregate demand is anticipated to slow as higher interest rates 
reverberate through the economy and companies will likely 
experience revenue weakness. With all this in mind, the HY 
sector has started to show cracks, as the number of companies 
trading at distressed levels is on the rise and downgrades have 
recently begun to outpace upgrades.10 We expect defaults to 
trend higher this year and move toward their long-term average 
of 3.2%, largely due to rising corporate fundamental headwinds 
and restrictive refinancing rates, as tight financial conditions 
weigh on fundamentals with a lag. Credit spreads widened 
throughout 2022, pricing in the rising possibility of defaults 
within the sector, but we believe further spread widening could 
be probable if a U.S. recession develops in 2023. On a technical 
basis, HY should benefit in 2023 from relatively light maturities 
and another year of below-trend issuance.

Bank Loans

As noted in our 2022 outlook, we preferred bank loans over 
their fixed-rate counterparts in corporate credit as loans tend 
to outperform in rising rate periods due to their floating-rate 
nature. As the Treasury curve repriced higher throughout 2022, 
bank loans performed relatively well thanks to minimal interest-
rate sensitivity and coupons resetting off higher short-term 
rates. Moving into 2023, bank loans appear to be on precarious 
footing. A weakening macro picture will likely put pressure on the 
loan market, which ended the year showing signs of distress, as 
the number of loans priced below $80 was on the rise.11  Investor 
demand for bank loans softened over the course of 2022, and 
we anticipate the demand environment will remain challenged, 
as CLO origination continues to moderate alongside retail funds 
experiencing cash outflows. Looking at fundamentals, while 
leverage and interest coverage ratios are not at worrisome 
levels, rising interest costs will pressure free cash flow going 
forward and in turn reduce interest coverage ratios. Moreover, 
as economic demand slows, corporate earnings will compress, 
which will likely stress heavily indebted borrowers. We expect 
defaults to trend higher this year and move toward their long-
term average of 3.1% due to the aforementioned corporate 
fundamental headwinds.

Collateralized Loan Obligations

Fundamentals for bank loans, the underlying collateral for CLOs, 
will likely continue to weaken in 2023. While the default rate 
for leveraged loans has remained historically low, the trend will 
be important to watch, as corporate earnings are expected to 
weaken alongside slower economic growth. However, we believe 
that the CLO market has more than priced in the downside risks, 
providing a margin of safety and attractive risk-reward profile 
across the capital structure. Should defaults rise, new-issue CLOs 
rated AAA down to BB likely have sufficient credit enhancement 
to protect from losses if defaults were to increase to historical 
averages.

We believe CLOs could deliver strong total returns in 2023. 
Spreads for CLOs rated AAA and BB offer attractive relative value 
compared to IG and high yield (HY) corporate bonds. Based on 
historic spread ratio, CLOs rated AAA and BB have relative value 
currently ranked in the top decile over the last 10 years. As 
the backdrop turns more positive from a technical perspective 
and clarity emerges around recession risks, investors could 
opportunistically increase mezzanine allocations. Marked-to-
market volatility will likely continue in the short term, but we 
believe the midteens yield for CLOs rated BB should provide 
investors with a margin of relative safety through the cycle. 
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Emerging Markets Debt

Like other fixed income sectors, macro headwinds and a repricing 
of the Treasury curve weighed on EM debt’s 2022 performance. 
Both EM corporates and EM sovereigns experienced credit 
spread widening, but EM sovereigns underperformed their 
corporate counterparts, largely due to sovereigns’ longer 
duration. The EM corporate HY default rate finished 2022 at 
14.0%, the second highest level since the market’s inception, 
only exceeded in 2002 (15.6%).12 Russia, Ukraine and China 
property credits accounted for 90% of the default volume, once 
again making the strong case for active management in the 
asset class. EM corporate fundamentals started 2022 on robust 
footing and, despite several headwinds, remain resilient as we 
enter 2023. Technicals also remain favorable, with gross issuance 
expected to be roughly $300 billion in 2023, up meaningfully 
from 2022 but still significantly below the $500 billion average 
in recent years. The sector will continue to be challenged by a 
global economic slowdown, persistent inflation, geopolitical 
risk and EM governments running large fiscal deficits to finance 
social spending demands despite the lack of fiscal space. With 
the current EM fixed income environment of discounted bond 
prices, wider credit spreads and higher all-in yields, investors are 
being more appropriately compensated relative to one year ago. 
While the U.S. dollar has started to weaken, it remains at strong 
levels. If the dollar continues to weaken in 2023, that would 
benefit EM, particularly nondollar EM local currency bonds. That 
said, we believe macro headwinds will persist, and there might 
be a more attractive entry point for the asset class during 2023.

Global Sovereign Bonds

Low starting yields, a longer-duration profile and a strong U.S. 
dollar all contributed to global sovereign bonds being the 
worst-performing fixed income sector, alongside U.S. IG credit, 
in 2022. Government bond yields rose globally offering a more 
attractive cushion to start 2023, while potentially ending the 
negative-yielding sovereign debt era of the last eight years. 
The dollar was one of the few financial assets to end the year 
positive in a period when the Fed tightened monetary policy 
and its rhetoric grew increasingly hawkish relative to other DM 
central banks. While we believe the dollar is vulnerable to the 
downside over the medium to long term, a global recession, if 
one materializes, presents a potential tailwind for the dollar. 
Other risks for the asset class include persistent inflation and 
central banks signaling the need for higher rates for longer even 
in the face of a recession. We expect that DM rates will remain 
volatile but range-bound as central banks navigate the balancing 
act between inflation and growth concerns. Given the Fed’s 
commitment to bringing inflation back down to its 2% target, 
recent hawkish surprises from the European Central Bank and 
Bank of Japan, and increasing likelihood of a global recession, 
we are neutral on the asset class.  
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price of $80. 
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Indexes used in Figure 1: ABS AAA: Bloomberg US ABS AAA Index; ABS AA-
BBB: ICE BofA AA-BBB U.S. Fixed-Rate Miscellaneous ABS Index; Agency CMBS: 
Bloomberg US CMBS Index; Agency CMO: ICE BofA U.S. Agency CMO Index; 
Agency MBS: Bloomberg US MBS Index; Bank Loans: Morningstar LSTA US Lever-
aged Loan TR USD; CLOs: J.P. Morgan CLO  Post-Crisis Total Return Index; CMBS: 
Bloomberg US Non-Agency Investment Grade CMBS Index; EMFI Corporate: J.P 
Morgan CEMBI Broad Diversified; EMFI Sovereign: J.P. Morgan EMBI Global Di-
versified; Global Sovereign Bonds: FTSE WGBI; U.S. Aggregate: Bloomberg US 
Aggregate Bond Index; U.S. HY Corporate: Bloomberg US Corporate High Yield 
Bond Index; U.S IG Corporate: Bloomberg US Corporate Bond Index; U.S. Trea-
suries: Bloomberg US Treasury Index

Definitions
Agency – Mortgage securities whose principal and interest are guaranteed by 
a U.S. government agency such as Fannie Mae (FNMA) or Freddie Mac (FHLMC). 
Basis Points (BPS) – Basis points (or basis point (bp)) refer to a common unit of 
measure for interest rates and other percentages in finance. One basis point is 
equal to 1/100th of 1%, or 0.01% or 0.0001, and is used to denote the percentage 
change in a financial instrument. 

Bloomberg US Aggregate Bond Index – This index represents securities that are 
SEC registered, taxable and dollar denominated. It covers the U.S. investment 
grade, fixed-rate bond market, with components for government and corporate 
securities, mortgage pass-through securities and asset-backed securities. These 
major sectors are subdivided into more specific indexes that are calculated and 
reported on a regular basis.
Bloomberg US Asset-Backed Securities (ABS) AAA Index – This index tracks 
the AAA-rated ABS component of the Bloomberg US Aggregate Bond Index, a 
flagship measure of the U.S. investment grade, fixed-rate bond market. The ABS 
index has three subsectors: credit and credit cards, autos and utility.
Bloomberg US Commercial Mortgage-Backed Securities (CMBS) Index – This 
index measures the market of conduit and fusion CMBS deals with a minimum 
current deal size of $300 million.
Bloomberg US Corporate Bond Index – This index measures the investment 
grade, fixed-rate taxable corporate bond market. It includes U.S. dollar-
denominated securities publicly issued by U.S. and non-U.S. industrial, utility 
and financial issuers.
Bloomberg US Corporate High Yield (HY) Bond Index – This index measures the 
U.S. dollar-denominated, HY, fixed-rate corporate bond market. Securities are 
classified as HY if the respective middle ratings of Moody’s, Fitch and S&P are Ba1, 
BB+ or BB+ or below. The Bloomberg US HY Long Bond Index, including bonds 
with maturities of 10 years or greater, and the Bloomberg US HY Intermediate 
Bond Index, including bonds with maturities of 1 to 9.999 years, are subindexes 
of the Bloomberg US Corporate HY Bond Index.
Bloomberg US Credit Index – This index is the U.S. credit component of the 
Bloomberg US Government/Credit Index. It consists of publicly issued U.S. 
corporate and specified foreign debentures and secured notes that meet the 
specified maturity, liquidity and quality requirements. To qualify, bonds must 
be SEC registered. The US Credit Index is the same as the former US Corporate 
Index.
Bloomberg US Mortgage-Backed Securities (MBS) Index – This index measures 
the performance of investment grade, fixed-rate, mortgage-backed, pass-through 
securities of the government-sponsored enterprises (GSEs): Federal Home Loan 
Mortgage Corp. (Freddie Mac), Federal National Mortgage Association (Fannie 
Mae) and Government National Mortgage Association (Ginnie Mae).
Bloomberg US Non-Agency Investment Grade Commercial Mortgage-Backed 
Securities (CMBS) Index – This index measures the non-Agency investment 
grade component of the Bloomberg US CMBS Index market of conduit and 
fusion CMBS deals with a minimum current deal size of $300 million.
Bloomberg US Treasury Index – This index measures U.S. dollar-denominated, 
fixed-rate nominal debt issued by the U.S. Treasury with a remaining maturity of 
one year or more. Treasury bills are excluded by the maturity constraint but are 
part of a separate Short Treasury Index.
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Bloomberg World Interest Rate Probability (WIRP) Function – Statistical 
function developed by Bloomberg that uses fed funds futures and options 
to assess the probability of future Federal Open Market Committee (FOMC) 
decisions. It seeks to calculate the chances of a rate hike at each of the FOMC 
meetings using futures trading data.
Conduit Loans – Type of loans, also known as commercial mortgage-backed 
securities (CMBS) loans, that are commercial real estate loans pooled together 
with similar commercial mortgages and sold on the secondary market. CMBS 
loans are known for their relaxed credit requirements but are only available 
for income-generating properties, and cannot typically be used as land or 
construction loans. On the secondary market, conduit loans are divided into 
tranches based on risk, return and loan maturity. Riskier loans with longer terms 
and higher interest rates will likely be sold to higher-risk investors, like hedge 
funds, while lower-risk investors, such as pension funds, are more likely to go 
with lower-risk tranches. 
Conference Board Leading Economic Index (LEI) – This index tracks a group 
of composite indexes (manufacturers’ orders, initial unemployment insurance 
claims, et al.) as a means of gauging the strength of a particular industry or the 
economy.
Duration – Measure of the sensitivity of the price of a bond or other debt 
instrument to a change in interest rates.
Fed Funds Futures – Financial contracts that represent the market opinion of 
where the daily official federal funds rate will be at the time of the contract 
expiry. The futures contracts are traded on the Chicago Mercantile Exchange and 
are cash settled on the last business day of every month. Fed fund futures can be 
traded every month as far out as 36 months.
Federal Funds Rate (FFR) – Target interest rate, set by the Federal Reserve at 
its Federal Open Market Committee (FOMC) meetings, at which commercial 
banks borrow and lend their excess reserves to each other overnight. The Fed 
sets a target federal funds rate eight times a year, based on prevailing economic 
conditions.
Federal Open Market Committee (FOMC) – Branch of the Federal Reserve 
System that determines the direction of monetary policy specifically by directing 
open market operations. The FOMC comprises the seven board governors and 
five (out of 12) Federal Reserve Bank presidents. 
FTSE World Government Bond Index (FTSE WGBI) – This broad index measures 
the performance of fixed-rate, local currency, investment grade sovereign 
bonds. It is a widely used benchmark comprising sovereign debt from more than 
20 countries that is denominated in a variety of currencies.
ICE BofA AA-BBB U.S. Fixed-Rate Miscellaneous Asset-Backed Securities (ABS) 
Index – This index tracks the subset of the ICE BofA U.S. Fixed-Rate ABS Index 
rated AA to BBB and includes all ABS collateralized by anything other than auto 
loans, home equity loans, manufactured housing, credit card receivables and 
utility assets.
ICE BofA U.S. Agency Collateralized Mortgage Obligation (CMO) Index – This 
index tracks the performance of U.S. dollar-denominated, fixed-rate Agency 
CMOs publicly issued in the U.S. domestic market. Qualifying securities must 
have at least one year remaining to final maturity, a fixed coupon schedule, an 
original deal size for the collateral group of at least $250 million and a current 
outstanding deal size for the collateral group that is greater than or equal to 10% 
of the original deal size.
J.P. Morgan Collateralized Loan Obligation (CLO) Post-Crisis Total Return 
Index – This index is a total return subindex that tracks the portion of the J.P. 
Morgan Collateralized Loan Obligation Index (CLOIE) issued after the Global 
Financial Crisis. CLOIE is a market value-weighted index consisting of U.S. dollar-
denominated CLOs.
J.P. Morgan Corporate Emerging Markets Bond Index Broad Diversified (CEMBI 
BD) – This index is a uniquely weighted version of the CEMBI, which is a market 
capitalization-weighted index consisting of U.S. dollar-denominated emerging 
markets corporate bonds. The CEMBI BD limits the weights of index countries 
with larger debt stocks by only including specified portions of those countries’ 
eligible current face amounts of debt outstanding.

J.P. Morgan Emerging Markets Bond Index Global Diversified (EMBI GD) – This 
index is a uniquely weighted version of the EMBI. The EMBI tracks bonds from 
emerging markets (EM), and comprises sovereign debt and EM corporate bonds. 
The EMBI GD limits the weights of index countries with larger debt stocks by only 
including specified portions of those countries’ eligible current face amounts of 
debt outstanding.
Loan-to-Value (LTV) Ratio – Assessment of lending risk that financial institutions 
and other lenders examine before approving a mortgage. Typically, loan 
assessments with high LTV ratios are considered higher-risk loans. Therefore, if 
the mortgage is approved, the loan has a higher interest rate.
Mark to Market (MTM) – Method of measuring the fair value of accounts that 
can fluctuate over time, such as assets and liabilities. Mark to market aims to 
provide a realistic appraisal of an institution’s or company’s current financial 
situation based on current market conditions. In trading and investing, certain 
securities, such as futures and mutual funds, are also marked to market to show 
the current market value of these investments.
Mezzanine Debt – Occurs when a hybrid debt issue is subordinated to another 
debt issue from the same issuer. Mezzanine debt has embedded equity 
instruments attached, often known as warrants, which increase the value of the 
subordinated debt and allow greater flexibility when dealing with bondholders. 
Mezzanine debt is frequently associated with acquisitions and buyouts, for 
which it may be used to prioritize new owners ahead of existing owners in case 
of bankruptcy.
Morningstar LSTA US Leveraged Loan TR USD – This index (formerly the S&P/
LSTA Leveraged Loan Index) tracks the market-weighted performance of 
institutional weighted loans based on market weightings, spreads and interest 
payments.
Mortgage Bankers Association (MBA) Weekly Application Survey – Covers 
over 75 percent of all U.S. retail residential mortgage applications and has 
been conducted weekly since 1990. Respondents include mortgage bankers, 
commercial banks and thrifts. Base period and value for all indexes is March 16, 
1990 = 100.
Option-Adjusted Spread (OAS) – Measurement of the spread of a fixed-income 
security rate and the risk-free rate of return, which is then adjusted to take into 
account an embedded option. Typically, an analyst uses U.S. Treasury yields for 
the risk-free rate. The spread is added to the fixed-income security price to make 
the risk-free bond price the same as the bond.
Quantitative Tightening (QT) – Reverse of quantitative easing (QE); a central 
bank that acquired financial assets under QE undertakes steps to reduce its 
balance sheet.
S&P CoreLogic Case-Shiller U.S. National Home Price NSA Index – This index 
tracks the value of single-family housing within the United States and is a 
composite of single-family price indexes for the nine Census Bureau divisions.
Summary of Economic Projections (SEP) – Four times a year, the Federal Reserve 
releases a summary of Federal Open Market Committee (FOMC) participants’ 
projections for gross domestic product (GDP) growth, the unemployment rate, 
inflation and the appropriate policy interest rate. The summary also provides 
information regarding policymakers’ views on the uncertainty and risks attending 
the outlook. The projections provide information on the values that participants 
view as the most likely to prevail in the current year and the subsequent two 
years as well as over the longer run. The FOMC chair presents information about 
these projections in the press conference following the FOMC meeting for which 
they were prepared.
U-3 Unemployment Rate – Officially recognized rate of unemployment, 
compiled and released monthly by the U.S. Bureau of Labor Statistics, measuring 
the number of unemployed people as a percentage of the labor force.
Yield to Worst (YTW) – The lowest yield of a bond that can be received short 
of default. 
You cannot invest directly in an index.
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Important Information Regarding This Material
Issue selection processes and tools illustrated throughout this presentation are 
samples and may be modified periodically. These are not the only tools used by 
the investment teams, are extremely sophisticated, may not always produce the 
intended results and are not intended for use by non-professionals.
DoubleLine has no obligation to provide revised assessments in the event of 
changed circumstances. While we have gathered this information from sources 
believed to be reliable, DoubleLine cannot guarantee the accuracy of the 
information provided. Securities discussed are not recommendations and are 
presented as examples of issue selection or portfolio management processes. 
They have been picked for comparison or illustration purposes only. No security 
presented within is either offered for sale or purchase. DoubleLine reserves the 
right to change its investment perspective and outlook without notice as market 
conditions dictate or as additional information becomes available. This material 
may include statements that constitute “forward-looking statements” under the 
U.S. securities laws. Forward-looking statements include, among other things, 
projections, estimates, and information about possible or future results related 
to a client’s account, or market or regulatory developments.

Important Information Regarding Risk Factors

Investment strategies may not achieve the desired results due to implementation 
lag, other timing factors, portfolio management decision-making, economic 
or market conditions or other unanticipated factors. The views and forecasts 
expressed in this material are as of the date indicated, are subject to change 
without notice, may not come to pass and do not represent a recommendation 
or offer of any particular security, strategy, or investment. All investments 
involve risks. Please request a copy of DoubleLine’s Form ADV Part 2A to review 
the material risks involved in DoubleLine’s strategies. Past performance is no  
guarantee of future results.

Important Information Regarding DoubleLine

To receive a copy of DoubleLine’s current Form ADV (which contains important 
additional disclosure information, including risk disclosures), a copy of 
DoubleLine’s proxy voting policies and procedures, or to obtain additional 
information on DoubleLine’s proxy voting decisions, please contact DoubleLine’s 
Client Services. 

Important Information Regarding DoubleLine’s Investment Style

DoubleLine seeks to maximize investment results consistent with our 
interpretation of client guidelines and investment mandate. While DoubleLine 
seeks to maximize returns for our clients consistent with guidelines, DoubleLine 
cannot guarantee that DoubleLine will outperform a client’s specified benchmark 
or the market or that DoubleLine’s risk management techniques will successfully 
mitigate losses. Additionally, the nature of portfolio diversification implies that 
certain holdings and sectors in a client’s portfolio may be rising in price while 
others are falling or that some issues and sectors are outperforming while others 
are underperforming. Such out or underperformance can be the result of many 
factors, such as, but not limited to, duration/interest rate exposure, yield curve 
exposure, bond sector exposure, or news or rumors specific to a single name.
DoubleLine is an active manager and will adjust the composition of clients’ 
portfolios consistent with our investment team’s judgment concerning market 
conditions and any particular sector or security. The construction of DoubleLine 
portfolios may differ substantially from the construction of any of a variety of 
market indices. As such, a DoubleLine portfolio has the potential to underperform 
or outperform a bond market index. Since markets can remain inefficiently 
priced for long periods, DoubleLine’s performance is properly assessed over a full  
multi-year market cycle.

CFA® is a registered trademark owned by CFA Institute. 
DoubleLine Group is not an investment adviser registered with the Securities 
and Exchange Commission (SEC).
DoubleLine® is a registered trademark of DoubleLine Capital LP.
© 2023 DoubleLine Capital LP
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