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The U.S. economy has demonstrated exceptional resilience since the pre-pandemic period. The level of real gross domestic product 
(GDP) has expanded by over 12% since 2019, driven by increasing productivity, exceptional profit margin growth at U.S. companies,  
and a virtuous cycle of wealth creation driven by housing and equity price gains.

There’s good reason to believe this strong and relatively steady growth can continue. For one, the U.S. economy continues its evolution 
to become more and more services oriented after a brief spike in goods consumption during the pandemic. Because production and 
consumption of services are linked so closely in time, the likelihood of mismatches between production and inventory and demand is 
much smaller, which may be contributing to less volatile economic cycles. Further, investment today focuses on intellectual property; 
things like research and development (R&D), software spending, spending on brand and copyrights. This kind of spending tends to 
have multi-year horizons aligned with a company’s strategy and so also tends to be less cyclical than spending on machinery or 
factories, for example. In the lower panel of Figure 1, the percent of intellectual property investment increases during recessions and 
then decreases as other investment rebounds, providing a balancing force to the economy.  

It’s always dangerous to forecast the death of the business cycle and we are certainly not doing that. Rather we are highlighting the 
secular forces that may well continue to drive steady growth going forward and are contributing to optimistic sentiment and valuations.

2025 Investment Outlook: A Broadening  
Opportunity Set
Favorable long-term and near-term macroeconomic conditions and a wider range of investment 
possibilities shape our outlook for risk assets in 2025. 

I. Macro Overview

Giulio Martini, Partner, Director of Strategic Asset Allocation

Joseph Graham, CFA, Senior Managing Director, Investment Strategist

  Key Points

•	 �The U.S. economy has a number of long-term tailwinds driving strong growth, and the current macro backdrop of low 
unemployment, and declining inflation could create a positive environment for risk assets in 2025.

•	 �Potential risks include a starting point of compressed risk premiums in many markets and possible lingering inflation pressures, 
which may endanger the U.S. Federal Reserve’s (Fed’s) easing cycle.

•	 �Given broader participation in earnings growth and attractive yields across credit sectors, we believe selectivity within an  
actively managed approach will be essential in 2025.
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Figure 1. Increasing Service and Public Sector Value-Added  
and Rising Share of Non-Cyclical Fixed Investment

Private services as a share of total employment, December 31, 1948-October 31, 2024 (upper panel); share of intellectual 
property in gross private domestic investment, December 31, 1947-September 30, 2024 (lower panel)

Source: Bloomberg and Lord Abbett. Data as of October 31, 2024. For illustrative purposes only and does not represent any specific portfolio managed by 
Lord Abbett or any particular investment.
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by Lord Abbett or any particular investment.
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The growth in the U.S. is particularly impressive when viewed in a global context, by comparing it to other major economies like Japan 
and Germany, which have experienced notably weaker recoveries. 
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Figure 2. Exceptional U.S. Real GDP Growth After the Pandemic
Percent change in the level of real GDP, June 30, 2024, versus 2019

Source: Bloomberg and Lord Abbett. Data as of June 30, 2024. Real GDP is a measure of a country’s economic output that’s adjusted for inflation. For 
illustrative purposes only and does not represent any specific portfolio managed by Lord Abbett or any particular investment.

However, in addition to the positive domestic factors, the global economic landscape is showing signs of improving macroeconomic 
conditions. Central banks around the world, including the Fed, have been cutting interest rates, with additional cuts expected in 2025. 
Furthermore, China’s proactive economic measures, such as rate cuts and fiscal stimulus, are expected to bolster global economic 
growth. This international support, combined with the strong domestic fundamentals, provide a supportive environment for risk assets 
as we enter 2025.

Cooling inflation has also been a key factor contributing to strong financial market performance. Recent data has shown inflation 
moderating towards the Fed’s 2% target.  The steady growth environment described earlier may also serve to keep inflation uncertainty 
and risk premiums in equities, rates, and credit lower for longer, which is beneficial for all risk assets. However, there are risks that could 
introduce elements of inflation pressures, which could sidetrack the Fed’s current program of monetary easing. Those elements could 
include persistently high housing and rent prices, higher labor costs, uncertainty surrounding global trade, and excess aggregate 
demand as U.S. and global economic growth increases.  

Another risk to the optimistic thesis is the undeniable compression of risk premiums compared to history in most markets. While those 
don’t necessarily imply that asset prices will fall, they do imply that returns may be more muted than in the past few years. In most 
cases, we feel the expanded valuations are deserved given the favorable economic backdrop and there are myriad opportunities for 
active managers to add value via sector rotation and security selection.
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In the other segments of our 2025 investment outlook, we discuss how these conditions as well as the increased participation of a 
wider swath of companies growing earnings and favorable yields across fixed income sectors informs our positive outlook on risk 
assets.

Specific themes we favor that you will find in our 2025 Investment Outlooks for fixed income, equities, and municipal bonds: 

	 •	 Recognizing the vast growth potential in AI and genomics.

	 •	 Broadening market participation and an earnings-driven rally, with certain international markets offering opportunities.

	 •	� Sustained high nominal economic growth and healthy margins supporting credit, maintaining higher rates for an extended period.

	 •	 Potential for enhanced carry and reduced rate risk at the short end of the taxable fixed-income curve, especially in credit.

	 •	 Opportunities in longer-duration investments within a steep municipal curve.

	 •	� Strong municipal credit driven by solid receipts, with preferred sectors including transportation, industrial development revenue 
bonds (IDRs), and select healthcare opportunities.

Article continues
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As we wrap up what has so far been a stellar year for a number of fixed income strategies, it’s essential to consider the factors that will 
shape the market in the coming year. We remain constructive on fixed income to deliver attractive risk-adjusted returns, and our outlook 
is grounded in both macroeconomic and fundamental factors. However, the investment landscape can be complex and requires a 
balanced approach that includes an assessment of risks along with opportunities. Key challenges for fixed income markets include 
navigating the various potential paths of monetary policy, balancing tight credit spreads with historically attractive yields, and ensuring 
portfolio resilience for outcomes outside base-case assumptions.

A Favorable Backdrop Heading into 2025
The U.S. economy is currently experiencing above-trend economic growth, low levels of unemployment, and lower inflation, though 
prices remain elevated due to the lingering effects of past inflation. Overall, this sets a relatively positive tone for the economic outlook  
in the U.S., although markets will look for clarity around the incoming administration’s fiscal, immigration, and tariff policies.  

Looking to monetary policy and the broader global picture, several central banks, including the Fed, have been cutting policy rates. 
Similarly, the European Central Bank, the Bank of England, and the Bank of Canada have also implemented rate cuts. This shift from 
tight to less restrictive monetary policies is generally favorable for risk assets, even as the extent of additional easing remains a lively 
debate. Meanwhile, China is actively working to stimulate its economy through rate cuts, support for the property sector, and various 
other fiscal stimulus measures. Despite significant economic challenges, the Chinese government is showing a strong commitment to 
providing economic stability and support. When combining the easing monetary policies of major central banks with China’s proactive 
economic measures, the overall global backdrop is positive, even amid some potential headwinds.

We believe private fixed income markets will both deepen and broaden, providing a tailwind to credit. Large capitalization (cap) direct 
lending, having established itself as a viable financing option for larger companies over the last several years, will remain a lever for 
borrowers to pull when the opportunity suits them. Additionally, we believe tremendous growth in the private asset backed space is 
inevitable, particularly as banks adjust balance sheets to the current regulatory and rate environment. Crucially, we believe credit 
investors will need private markets expertise and capabilities; with borrowers toggling between public and private markets, 
developments in one market will increasingly impact developments in the other.

Factors that Can Influence Monetary Policy
There are several important considerations that should be addressed as we move into 2025. The first is the Fed’s stance on inflation.  
The Fed has initiated an easing cycle, while U.S. economic growth has remained strong. This cycle is quite unique in that way. 
Meanwhile, how much inflation will the Fed tolerate in 2025? If the Fed is willing to accept a temporary potential rebound in inflation,  
it could continue to be beneficial for risk markets, particularly leveraged credit courtesy of strong nominal growth. Conversely, if the Fed 
opts to increase rates if inflation rises, it could create a challenge for risk assets. Understanding the Fed’s approach—whether they will 
cut rates, pause, or hike—is essential. Our view is that the likelihood of rate hikes in the near term is low and that the Fed is likely to 
focus on the glide path toward its target, longer term.

II. Taxable Bond Market

Steven Rocco, CFA, Partner & Co-Head of Taxable Fixed Income

Robert Lee, Partner & Co-Head of Taxable Fixed Income

  Key Points

•	 �Ingredients for a favorable backdrop for credit risk assets heading into 2025 include the U.S. economy’s still-strong growth  
and lower inflation, central banks’ rate cuts, and China’s proactive stimulus measures still to come.

•	 �Rebounding inflation risks are a potential challenge and could influence future monetary policy decisions. Much depends  
on the Fed’s willingness to accept inflation above its target in the near term.

•	 �Fixed income has delivered strong returns due to the significance of carry. Attractive starting yields heading into 2025 offer 
potential returns, while credit can help to provide the flexibility to adapt to changing macroeconomic conditions.
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Figure 3. Starting Yields Across Fixed Income Sectors Remain Attractive
Yield-to-worst on indicated indexes, December 31, 2020, and November 30, 2024

Source: Bloomberg and Credit Suisse. Data as of November 30, 2024. Indexes: Bloomberg 2-year U.S. Treasury Index, Bloomberg 10-year U.S. Treasury 
Index, Bloomberg U.S. Aggregate Bond Index, Bloomberg U.S. Agency MBS Index, Bloomberg AAA-Rated U.S. ABS Index, Bloomberg U.S. Corporate 
Index, Bloomberg Non-Agency CMBS Index, Bloomberg U.S. High Yield Corporate Index. MBS=mortgage-backed security. CMBS=commercial mortgage-
backed security. ABS=asset-backed security. Past performance is not a reliable indicator or guarantee of future results. For illustrative purposes only 
and does not represent any specific portfolio managed by Lord Abbett or any particular investment. Due to market volatility, the market may not perform in a 
similar manner in the future. Indexes are unmanaged, do not reflect the deduction of fees or expenses, and are not available for direct investment.

We continue to favor credit exposures that specifically benefits from easier financial conditions, and where we can maximize carry  
while maintaining a relatively short duration. These include short-term, high yield bonds and select ‘single-asset, single-borrower’ 
CMBS exposures. In addition, we believe floating-rate instruments, which can take various forms, including bank loans, CLO tranches, 
and private credit, can continue to offer attractive yield. Generally, these lower-rated and/or consumer-related exposures benefit from 
above-trend nominal earnings and personal income growth.  

Within high-quality fixed income, we similarly favor asset-backed securities that offer exposure to positive consumer trends and 
investment-grade corporate bonds, particularly in the banking and energy sectors, due to the overall healthy trends in earnings  
and economic growth. We also see good relative value in agency MBS that could benefit from a fall in interest-rate volatility in the  
year ahead.  

We anticipate that rate risk could remain somewhat elevated, and predicting rate movements has proven difficult for many managers—
and even the best economists—over the years. Given these challenges, while rate risk remains a significant factor, we believe 
diversifying with credit can help to provide a more balanced and resilient fixed income investment strategy in the months ahead.

The Importance of Attractive Carry Persists 

Fixed income has delivered strong returns in 2024, driven by the importance of carry, which is still very relevant as we enter 2025  
(see Figure 3). It’s hard to ignore that index level spreads across many pockets of the credit markets are now near historic lows as  
a result. But fixed income yields remain attractive and can help to provide prospective returns, while credit offers multiple dimensions  
to adapt to potential changes in macroeconomic conditions.
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The strength in equities that we expected for the second half of 2024 was confirmed by the performance of the market, with the  
S&P 500® Index advancing nearly 11% from July 1 through December 9.  Small-cap stocks have also rallied, with the Russell 2000® 
Index up roughly 17% in that time frame, as a resilient U.S. economy, the prospect of additional rate cuts from the Fed, and the 
continued investment in, and increasing adoption of, generative artificial intelligence (Gen AI) fuel positive investor sentiment.

Going into 2025, the factors that have driven the equity markets remain very robust, in our opinion.  Here is a quick review of each:

	 • �The momentum of the market remains quite positive based on technical signals. One measure we watch, market breadth—the 
percentage of companies in the S&P 500 trading above their 150-day moving average—has improved to 70% as of December 
10 since reaching a recent low of 21% on October 27, 2023, based on data from Bloomberg. 

	 • �Inflation in developed markets has come down significantly and is now at a level that should be supportive for forward market 
returns. In the United States, the core consumer price index (which excludes food and energy prices) has moderated since hitting  
a peak of 6.6% in September 2022, and now is only slightly above the U.S. Federal Reserve’s (Fed) stated target of 2%. 
Companies in the innovation space, as well as quality companies with strong revenue and earnings growth, could be poised  
to benefit from a continuation of this trend.  

	 • �We are also watching central bank policy moves, especially those by the Fed, which cut the target fed funds rate by 50 basis 
points (bps) in September and 25 bps in November. While market observers may differ over the size and number of additional 
Fed moves in the months to come, we think the most important takeaway from the changing monetary policy regime is this:  
The aggressive Fed tightening cycle that whipsawed markets in the past few years is over.

	 • �Finally, the earnings backdrop remains favorable. As of December 6, the estimated (year-over-year) earnings growth rate for  
Q4 2024 for the S&P 500 was 11.9%, according to FactSet; this exceeds the five-year average earnings growth rate of 10.4%  
and the 10-year average earnings growth rate of 8.5%. Such an increase would also represent the sixth consecutive quarter of 
year-over-year earnings growth. 

Earnings: Beyond the Magnificent Seven
Let’s take a closer look at the final factor. Much of the earnings discussion in late 2024 revolves around the performance of three  
areas: the so-called Magnificent Seven mega-cap stocks (Nvidia, Meta, Tesla, Amazon, Alphabet, Apple, and Microsoft), the “S&P 493”  
(i.e., the rest of the market after the performance of the Magnificent Seven has been subtracted), and small-cap equities. (See Figure 4.) 
In 2023, the Magnificent Seven grew earnings by 36%, while the S&P 493 was more or less flat. Small caps, as measured by the 
Russell 2000, had negative earnings growth. That was a big reason why the mega-cap stocks outpaced other areas of the market  
in 2023. 

III. Equities

Matthew DeCicco, CFA, Partner & Director of Equities

Melanie Coffin, CFA, Investment Strategist, Equities

Yuriy Minchuk, CFA, Investment Strategist

  Key Points

•	 We are selectively bullish on the equity market at the start of 2025. 

•	 �In our view, four factors that have contributed to the 2024 rally—positive market momentum, a moderation in inflation,  
easier monetary policy from central banks, and strong corporate earnings—remain supportive for the market.

•	 �Key drivers like Gen AI and infrastructure spending, coupled with global economic resiliency, could provide a solid  
foundation for continued market strength.
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The earnings outlook going into 2025 is quite different. The Magnificent Seven appears set for a continuation of strong growth, but 
based on analyst forecasts, the rate is going to come down from 33% to around 20%. S&P 493 earnings growth is expected to move 
up to around 13%. For the Russell 2000, forecasts call for growth to rebound strongly. Note, however, that those forecasts appear to 
reflect easier year-over-year comparisons for health care companies (a significant component of the Russell 2000), along with an 
expected drop in the percentage of index members posting negative earnings over the next year.

What are the implications of these shifts? The huge differential in earnings that existed in 2023 has reversed, and the trend appears 
intact as we head into 2025. We think that if the differential continues to narrow in 2025, small caps, mid caps, and large caps are 
positioned to do well in comparison to the mega caps.

Select Areas of Opportunity for 2025
Here are some of the themes we will be emphasizing in the New Year:

Generative AI: We believe the potential of generative AI is still largely underestimated by the market and is likely to have an impact 
similar in scale to the Internet. We have identified three distinct phases tracing the current and future growth of generative AI. The first 
phase, capital investment in the computing power and infrastructure necessary for widespread AI adoption, is well underway. The 
second phase, software development, encompasses the applications of AI that enhance revenue and productivity for enterprises 
across industries. The third and final phase, broad-based deployment, will take shape when the tools and technologies that power 
generative AI become universally available.

As more companies embrace AI, we expect to see an ushering in of an era of efficiency and productivity gains across industries and 
market capitalizations. Given the rapid pace of development, we are likely to see additional opportunities in 2025 across the generative 
AI lifecycle described above. 

Quality: We have long emphasized investing in quality companies with durable competitive advantages led by capable management 
teams. We do this in growth and value stocks, and in U.S. and non-U.S. companies. 

Within the universe of dividend-paying stocks, we believe investors can benefit by focusing on high-quality companies with long 
histories of dividend growth. These companies typically have stable earnings, robust cash flows, and a disciplined approach to 
returning capital to shareholders. 

International Exposure: We are also positive on prospects for international stocks in 2025. As mentioned above, the global disinflation 
narrative is intact, which has allowed central banks globally to begin easing monetary policy. Based on forecasts from the International 
Monetary Fund, a “soft landing” is in view, as economic growth is expected to moderate next year but stay positive in most developed 
markets, while maintaining a stronger profile in emerging markets. Historically, this kind of environment tends to be positive for the type 
of strong, global businesses we favor in international equities. 

The appeal of a broader geographic exposure becomes evident when one considers the many secular drivers that are positioned to 
benefit companies outside the United States. For example, the increasing adoption of AI cited earlier could benefit AI-adjacent 
companies in Japan and Taiwan, many of which are smaller concerns that play in other parts of the supply chain outside of chip 
manufacturing. The next wave of drugs to treat obesity, including once-daily oral treatment, GLP-1 combination therapies and amylin 
analogues, are expected to deliver further weight loss benefits to a much wider population but also to address the less desirable side 
effects of the current class of drugs; most notably, nausea, vomiting, and muscle loss. 

In addition, there are several other significant secular growth opportunities which may provide support to companies we invest in, 
including the need for extensive investment in the power grid, data centers, public infrastructure, European defense, and regional 
supply chains. We also anticipate further investments arising from the continuing efforts to deliver Japanese corporate reform and the 
rapid economic growth of India.

While we believe the U.S. equity rally may still have room to run, we think it is worthwhile to look at non-U.S. equity markets as well for 
their diversification benefits amid cyclical and secular tailwinds. 
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With the start of 2025 just around the corner, we believe the municipal bond market remains as attractive as it was when we published 
our midyear 2024 outlook. While municipal bonds have, in our view, generated solid performance so far in 2024, yields across most of 
the yield curve are higher than at the start of the year and remain near their highest levels of the past decade. The income available in 
today’s environment presents a potentially attractive total return opportunity for investors regardless of how prospective interest-rate 
cuts by the U.S. Federal Reserve (Fed) impact overall rates. 

Figure 5 offers a closer look at the municipal yield curve. The inversion from two to 10 years moved toward normalizing over the  
third quarter, and the curve beyond 10 years continues to show considerable steepness—a dynamic not seen in most other fixed  
income sectors. Municipal bonds are one of the few areas of the fixed-income market where investors are being compensated to  
extend duration. 

IV.	 Municipal Bonds

Daniel Solender, CFA, Partner, Director of Tax-Free Fixed Income

Nicholas Bragdon, Product Specialist

  Key Points

•	 �Overall, we remain optimistic about prospects for the municipal bond market in 2025. Tax-equivalent yields are attractive  
across the curve, and the prospect of a slower pace of U.S. Federal Reserve rate cuts could keep them that way.

•	 The recent outperformance of high yield municipal bonds appears likely to continue, in our view.

•	 Credit quality measures remain strong in both the investment-grade and high yield segments.

•	 �With a new U.S. administration taking office in 2025, we will be watching any policy and legislative developments for  
their potential impact on the muni market. 

Article continues
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Figure 5. Municipal Yield Curve Continues to Offer an Attractive Opportunity
Tax-equivalent yield (%) as of December 4, 2024

Source: MMD Refinitiv. Data as of December 4, 2024. AAA GO refers to taxable-equivalent yields on AAA-rated general obligation (GO) municipal bonds 
of corresponding maturities. “Treasury” refers to yields on U.S. Treasury securities of corresponding maturities. Tenor refers to the time to maturity of a debt 
issue. Taxable-equivalent yield assumes the top marginal tax bracket of 40.8%, which includes the 37.0% income tax rate and the 3.8% in Medicare tax.

Past performance is not a reliable indicator or guarantee of future results. For illustrative purposes only and does not represent any specific portfolio 
managed by Lord Abbett or any particular investment. Indexes are unmanaged, do not reflect the deduction of fees or expenses, and are not available for 
direct investment.

High yield municipal bonds have outperformed in 2024 amid strong demand and a healthy fundamental backdrop. With tax-equivalent 
yields of high yield munis above those of high yield corporate bonds—and the potential for a continuation of supportive technical and 
fundamental factors—we believe the outperformance of municipal credit appears likely to continue. Having said that, security selection 
will remain crucial in this sector of the market, as we believe there will be significant performance dispersion between credits in the 
lower-quality segment.

In terms of the broader macro environment, it appears that as of early December, the Fed is not going to lower rates as quickly as was 
anticipated earlier in the year. This suggests that yields are likely to stay attractive, providing investors the opportunity to realize solid 
returns as the outlook for interest rates remains unpredictable. 

Looking at technical factors, supply of municipal new issues increased significantly during 2024, as issuers hastened to bring deals to 
market before the November election, among other factors. Although supply slowed somewhat after the election—a positive 
development in the near term—we expect it to remain above average in the new year. However, we believe the excess supply will 
continue to be absorbed by strong demand from market participants. That demand is apparent in examining flows into municipal bond 
mutual funds, which have gained momentum in the second half of the year, with LSEG Lipper reporting 22 consecutive weeks of 
inflows through November 27, while flows into separately managed accounts have remained strong all year. Given attractive tax-exempt 
yields, record levels of cash “on the sidelines” (i.e., held in instruments such as U.S. Treasury bills and money market funds), and the 
start of a new Fed rate-cut cycle (the last six of which have led to sustained periods of inflows), we expect demand for municipal bonds 
to remain strong in the new year. 

Credit quality for the overall municipal bond market remains strong, in our view, and we believe it will continue to be supported by a 
relatively strong economy. In terms of ratings actions, October marked the 40th consecutive month that upgrades outpaced 
downgrades, according to S&P Global. And while tax receipts have moderated from the record-setting years coming out of the 
pandemic, tax revenues experienced growth in 2024, and U.S. state governments’ “rainy day” balances remain near record highs. 
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High yield municipal credit fundamentals also remain sound. Municipal defaults have historically been rare and isolated to certain 
market segments, and so far in 2024, they remain below historical averages, suggesting a stable credit backdrop. More importantly,  
we are not seeing any significant uptick in indications of credit deterioration, such as dwindling reserves or issuers requesting covenant 
leniency—factors that historically have hinted at upcoming distress.

The political environment could hold some wild cards for the market in 2025. The incoming U.S. administration has expressed a desire 
to lower taxes, which could result in a larger U.S. budget deficit and some market volatility. When income tax rates move lower, 
speculation typically turns to how the government might find other sources of revenue. One of the things that may come up in those 
conversations is the tax exemption of municipal bonds. We don’t believe that it is likely that the tax exemption of munis will be 
eliminated or significantly changed, but we will be keeping an eye on related policy discussions that could affect the municipal bond 
market, but we think these impacts will be minor. 

In terms of sectors, we favor corporate-backed issuers in the Industrial Development sector, many of which provide services in high 
demand or produce materials critical to infrastructure, energy procurement, and global trade. We have a positive view of the 
Transportation sector due to its strong recovery, bolstered by solid economic growth and low unemployment, and the ability of  
many issuers to adjust rates against rising costs. While Health Care has been pressured over the last few years, it has outperformed  
thus far in 2024 and we continue to find opportunity in parts of the sector, particularly in hospitals that have a diversified presence  
and strong market share. Overall, we believe there are very few areas of stress in the municipal bond market and a wide range of  
sectors look attractive.
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Important Information

Unless otherwise noted, all discussions are based on U.S. markets, U.S. monetary 
and fiscal policies, and U.S. dollar-denominated index and return data.

Asset allocation or diversification does not guarantee a profit or protect against loss 
in declining markets.

No investing strategy can overcome all market volatility or guarantee future results.

The value of investments and any income from them is not guaranteed and may fall 
as well as rise, and an investor may not get back the amount originally invested. 
Investment decisions should always be made based on an investor’s specific 
financial needs, objectives, goals, time horizon, and risk tolerance.

Market forecasts and projections are based on current market conditions and are 
subject to change without notice. Projections should not be considered a guarantee.

Specific investments described herein do not represent all investment decisions 
made by Lord Abbett. The reader should not assume that investment decisions 
identified and discussed were or will be profitable. Specific investment advice 
references provided herein are for illustrative purposes only and are not necessarily 
representative of investments that will be made in the future.

Mentions of specific companies are for reference purposes only and are not meant 
to describe the investment merits of, or potential or actual portfolio changes related 
to, securities of those companies.

Equity Investing Risks

The value of investments in equity securities will fluctuate in response to general 
economic conditions and to changes in the prospects of companies and/or sectors 
in the economy. While growth stocks are subject to the daily ups and downs of the 
stock market, their long-term potential as well as their volatility can be substantial. 
Value investing involves the risk that the market may not recognize that securities are 
undervalued, and they may not appreciate as anticipated. Smaller companies tend 
to be more volatile and less liquid than larger companies. Small cap companies may 
also have more limited product lines, markets, or financial resources and typically 
experience a higher risk of failure than large cap companies.

Fixed-Income Investing Risks

The value of investments in fixed-income securities will change as interest rates 
fluctuate and in response to market movements. Generally, when interest rates rise, 
the prices of debt securities fall, and when interest rates fall, prices generally rise. 
High yield securities, sometimes called junk bonds, carry increased risks of price 
volatility, illiquidity, and the possibility of default in the timely payment of interest and 
principal. Bonds may also be subject to other types of risk, such as call, credit, 
liquidity, and general market risks. Longer-term debt securities are usually more 
sensitive to interest-rate changes; the longer the maturity of a security, the greater 
the effect a change in interest rates is likely to have on its price. 

The credit quality of fixed-income securities in a portfolio is assigned by a nationally 
recognized statistical rating organization (NRSRO), such as Standard & Poor’s, 
Moody’s, or Fitch, as an indication of an issuer’s creditworthiness. Ratings range 
from ‘AAA’ (highest) to ‘D’ (lowest). Bonds rated ‘BBB’ or above are considered 
investment grade. Credit ratings ‘BB’ and below are lower-rated securities (junk 
bonds). High-yielding, non-investment-grade bonds (junk bonds) involve higher 
risks than investment-grade bonds. Adverse conditions may affect the issuer’s 
ability to pay interest and principal on these securities.

This material may contain assumptions that are “forward-looking statements,” 
which are based on certain assumptions of future events. Actual events are difficult 
to predict and may differ from those assumed. There can be no assurance that 
forward-looking statements will materialize or that actual returns or results will not be 
materially different from those described here.

The views and opinions expressed are as of the date of publication, and do not 
necessarily represent the views of the firm as a whole. Any such views are subject 
to change at any time based upon market or other conditions and Lord Abbett 
disclaims any responsibility to update such views. Lord Abbett cannot be responsible 
for any direct or incidental loss incurred by applying any of the information offered.

This material is provided for general and educational purposes only. It is not intended 
as an offer or solicitation for the purchase or sale of any financial instrument, or any 
Lord Abbett product or strategy. References to specific asset classes and financial 
markets are for illustrative purposes only and are not intended to be, and should not 
be interpreted as, recommendations or investment advice.

Certain information contained herein has been obtained from third party sources 
and such information has not been independently verified by Lord Abbett. No 
representation, warranty, or undertaking, expressed or implied, is given to the 
accuracy or completeness of such information by Lord Abbett or any other person. 
While such sources are believed to be reliable, Lord Abbett does not assume any 
responsibility for the accuracy or completeness of such information. Lord Abbett 
does not undertake any obligation to update the information contained herein as of 
any future date.

Please consult your investment professional for additional information concerning 
your specific situation.

Glossary & Index Definitions

An asset-backed security (ABS) is a financial instrument backed by a pool of 
underlying assets that generate cash flow, such as loans, leases, credit card 
balances, or receivables. These assets are bundled together and sold to investors 
as securities.

A basis point is one one-hundredth of a percentage point.

Bullish refers to an optimistic outlook and to a belief that certain investments may 
potentially increase in value in the future. Bearish refers to a pessimistic outlook, and 
generally refers to a belief that certain investment prices may fall in the future.

Carry is the difference between the yield on a longer-maturity bond and the cost of 
borrowing.

A commercial mortgage-backed security (CMBS) is s a type of fixed-income 
investment product that is backed by mortgages on commercial properties, such as 
office buildings, hotels, shopping centers, and apartment complexes. These 
securities are created by pooling together multiple commercial mortgages and 
selling them to investors.

Duration is a measure of the sensitivity of the price (the value of principal) of a  
fixed-income investment to a change in interest rates.

Consensus estimate is an aggregate forecast of a public company’s expected 
earnings based on the combined estimates of all analysts that cover the stock.

Diversification is the spreading of investments both among and within different 
asset classes and is an important tool in managing investment risk. 

Earnings-per-share is the monetary value of earnings per outstanding share of 
common stock for a company. It is a key measure of corporate profitability.

European Central Bank (ECB) manages the euro and frames and implements EU 
economic & monetary policy. Its main aim is to keep prices stable, thereby 
supporting economic growth and job creation.

The Federal Reserve (Fed) is the central bank of the United States. The federal 
funds (fed funds) rate is the target interest rate set by the Fed at which commercial 
banks borrow and lend their excess reserves to each other overnight. A tightening 
cycle occurs when the Fed implements a series of increases in the fed funds target; 
an easing cycle refers to a series of reductions in the fed funds target.

International Monetary Fund (IMF) is a major financial agency of the United 
Nations, and an international financial institution funded by 190 member countries, 
with headquarters in Washington, D.C.

Private credit markets, or private debt markets, involve lending that occurs outside 
of the traditional banking systems and public markets. In the private debt markets, 
non-bank lenders provide loans directly to businesses. This is also known as direct 
lending.

Public credit markets, or public debt markets, are where governments, 
municipalities, and corporations issue debt securities to raise capital from investors 
who purchase the debt securities. public markets are highly regulated and Investors 
in public credit markets lend money to the issuers in exchange for periodic interest 
payments and the return of the principal amount at maturity.

The private asset-backed market involves the issuance and trading of asset-
backed securities (ABS) that are not publicly traded. These securities are typically 
sold to institutional investors and are backed by a pool of underlying assets, such as 
loans, leases, or credit card receivables.

A soft landing is the process of an economy shifting from growth to slow growth to 
potentially flat, as it approaches but avoids a recession. It is usually caused by 
government attempts to slow down inflation. A hard landing is an economy rapidly 
shifting from growth to slow growth to flat as it approaches a recession, usually 
caused by government attempts to slow down inflation.
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Spread is the percentage difference in current yields of various classes of fixed-
income securities versus Treasury bonds or another benchmark bond measure. A 
bond spread is often expressed as a difference in percentage points or basis points 
(which equal one-one hundredth of a percentage point). The option-adjusted spread 
(OAS) is the measurement of the spread of a fixed-income security rate and the risk-
free rate of return, which is adjusted to take into account an embedded option. 
Typically, an analyst uses the Treasury.

Treasuries are debt securities issued by the U.S. government and secured by  
its full faith and credit. Income from Treasury securities is exempt from state  
and local taxes.

Yield is the income returned on an investment, such as the interest received from 
holding a security. The yield is usually expressed as an annual percentage rate based 
on the investment’s cost, current market value, or face value.

In fixed income, a barbell strategy is constructed in such a way that half the portfolio 
contains long-term bonds and the other half holds short-term bonds.

The tax-equivalent yield is the pretax yield that a taxable bond needs to possess for 
its yield to be equal to that of the tax-exempt yield on a municipal bond. This 
calculation can be used to fairly compare the yield of a tax-free bond to that of a 
taxable bond to see which bond has a higher applicable yield.

The Municipal Market Data (MMD) AAA Curve is a proprietary yield curve that 
provides the offer-side of “AAA” rated state general obligation bonds, as determined 
by the MMD analyst team. The “AAA” scale (MMD Scale), is published by Municipal 
Market Data every day at 3:00 p.m. Eastern standard time, with earlier indications of 
market movement provided throughout the trading day. The MMD AAA curve 
represents the MMD analyst team’s opinion of AAA valuation, based on institutional 
block size ($2 million+) market activity in both the primary and secondary municipal 
bond market. In the interest of transparency, MMD publishes extensive yield-curve 
assumptions relating to various structural criteria, which are used in filtering market 
information for the purpose of benchmark yield-curve creation.

The Bloomberg U.S. Aggregate Bond Index represents securities that are SEC-
registered, taxable, and dollar denominated. The index covers the U.S. investment 
grade fixed rate bond market, with index components for government and corporate 
securities, mortgage pass-through securities, and asset-backed securities.

The Bloomberg U.S. Agency MBS Index covers the mortgage-backed pass-
through securities of Ginnie Mae (GNMA), Fannie Mae (FNMA), and Freddie Mac 
(FHLMC). The MBS Index is formed by grouping the universe of over 600,000 
individual fixed rate MBS pools into approximately 3,500 generic aggregates.

The Bloomberg AAA-Rated ABS Index is the AAA-rated ABS component of the 
Bloomberg U.S. Aggregate Index.

The Bloomberg Investment-Grade Corporate Index is the corporate component 
of the Bloomberg U.S. Credit index. It includes publicly issued, SEC-registered U.S. 
corporate debt.

The Bloomberg Non-Agency Investment-Grade CMBS Index includes non-
agency CMBS securities that are eligible for the Bloomberg U.S. Aggregate Bond 
Index.

The Bloomberg U.S. High Yield Index covers the universe of fixed rate, non-
investment grade debt. Eurobonds and debt issues from countries designated as 
emerging markets (sovereign rating of Baa1/BBB+/BBB+ and below using the 
middle of Moodys, S&P, and Fitch) are excluded, but Canadian and global bonds 
(SEC registered) of issuers in non-EMG countries are included. Original issue zeroes, 
step-up coupon structures, 144-As and pay-in-kind bonds (PIKs, as of October 1, 
2009) are also included.

The Credit Suisse Leveraged Loan Index is designed to reflect the performance of 
the investable universe of U.S. dollar-denominated leveraged loans. These are 
typically senior-secured, non-investment-grade loans. The index is rebalanced 
monthly and provides a comprehensive view of the leveraged loan market.

The ICE BofA US High Yield Index tracks the performance of U..S dollar-
denominated, below-investment-grade corporate debt publicly issued in the U.S. 
domestic market. Qualifying securities must have a below-investment-grade rating 
(based on an average of Moody’s, S&P and Fitch), at least 18 months to final maturity 
at the time of issuance, at least one-year remaining term to final maturity.

The Russell 1000 Index® measures the performance of the 1,000 largest companies 
in the Russell 3000 Index, which represents approximately 92% of the total market 
capitalization of the Russell 3000 Index. 

The Russell 2000® Index measures the performance of the 2,000 smallest 
companies in the Russell 3000 Index, which represents approximately 10% of the 
total market capitalization of the Russell 3000 Index.

The Russell Midcap® Index measures the performance of the 800 smallest 
companies in the Russell 1000 Index, which represent approximately 31% of the 
total market capitalization of the Russell 1000 Index. 

The S&P 500® Index is widely regarded as the standard for measuring large cap 
U.S. stock market performance and includes a representative sample of leading 
companies in leading industries.

ICE BofA Index Information:

Source: ICE Data Indices, LLC (“ICE”), used with permission. ICE PERMITS USE OF 
THE ICE BofA INDICES AND RELATED DATA ON AN “AS IS” BASIS, MAKES NO 
WARRANTIES REGARDING SAME, DOES NOT GUARANTEE THE SUITABILITY, 
QUALITY, ACCURACY, TIMELINESS, AND/OR COMPLETENESS OF THE ICE BofA 
INDICES OR ANY DATA INCLUDED IN, RELATED TO, OR DERIVED THEREFROM, 
ASSUMES NO LIABILITY IN CONNECTION WITH THE USE OF THE FOREGOING, 
AND DOES NOT SPONSOR, ENDORSE, OR RECOMMEND LORD ABBETT, OR 
ANY OF ITS PRODUCTS OR SERVICES.

Bloomberg Index Information

Source: Bloomberg Index Services Limited. BLOOMBERG® is a trademark and 
service mark of Bloomberg Finance L.P. and its affiliates (collectively “Bloomberg”). 
Bloomberg owns all proprietary rights in the Bloomberg Indices. Bloomberg does not 
approve or endorse this material or guarantee the accuracy or completeness of any 
information herein, or make any warranty, express or implied, as to the results to be 
obtained therefrom and, to the maximum extent allowed by law, shall not have any 
liability or responsibility for injury or damages arising in connection therewith.

Indexes are unmanaged, do not reflect the deduction of fees or expenses, and are 
not available for direct investment.

This material is the copyright © 2024 of Lord, Abbett & Co. LLC. All Rights Reserved.

Important Information for U.S. Investors

Lord Abbett mutual funds are distributed by Lord Abbett Distributor LLC.

FOR MORE INFORMATION ON ANY LORD ABBETT FUNDS, CONTACT YOUR 
INVESTMENT PROFESSIONAL OR LORD ABBETT DISTRIBUTOR LLC AT 
888-522-2388, OR VISIT US AT LORDABBETT.COM FOR A PROSPECTUS, 
WHICH CONTAINS IMPORTANT INFORMATION ABOUT A FUND’S 
INVESTMENT GOALS, SALES CHARGES, EXPENSES AND RISKS THAT AN 
INVESTOR SHOULD CONSIDER AND READ CAREFULLY BEFORE 
INVESTING.

The information provided is not directed at any investor or category of investors and 
is provided solely as general information about Lord Abbett’s products and services 
and to otherwise provide general investment education. None of the information 
provided should be regarded as a suggestion to engage in or refrain from any 
investment-related course of action as neither Lord Abbett nor its affiliates are 
undertaking to provide impartial investment advice, act as an impartial adviser, or give 
advice in a fiduciary capacity. If you are an individual retirement investor, contact your 
financial advisor or other fiduciary about whether any given investment idea, strategy, 
product, or service may be appropriate for your circumstances.


