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Lord Abbett Core Fixed Income Strategy 

Second Quarter 2026 Performance Commentary 

MARKET REVIEW 

Market performance in the second quarter was shaped by a resilient economic backdrop, evolving geopolitical 

developments, and a meaningful shift in monetary policy expectations. While artificial intelligence (AI) remained a dominant 

theme, fixed income markets were mainly affected by the ongoing US-Iran conflict which contributed to elevated energy 

prices and increased inflationary pressures. However, the eventual June ceasefire helped ease inflation concerns and 

stabilize oil markets. U.S. economic data continued to point to solid growth, supported by solid labor markets and consumer 

spending, despite inflation remaining above the U.S. Federal Reserve's (Fed) target. Against this backdrop, Fed officials 

adopted a more hawkish tone, culminating in June's FOMC meeting, where Chairman Kevin Warsh emphasized price 

stability and markets shifted from expecting further rate cuts to modest rate hikes. 

Over the quarter, investment grade corporate2 credit spreads tightened by 14 basis points (bps), commercial mortgage-

backed securities (CMBS)3 spreads tightened by 9 bps, and asset-backed securities (ABS)4 spreads tightened by 9 bps. 

The 2-Year U.S. Treasury yield increased from 3.79% to 4.14% and the 10-Year U.S. Treasury yield moved higher from 

4.30% to 4.44%1. 

PORTFOLIO REVIEW 

Security selection within agency mortgage-backed securities (MBS) was the primary contributor to relative performance. 

Over the quarter, we maintained the portfolio’s allocation to agency MBS, increasing MBS pools while decreasing the 

allocation to To-Be-Announced securities.     

Security selection within investment grade corporate bonds also contributed to relative performance, mainly within the 

Consumer sector. Over the period, we modestly increased the portfolio's investment grade corporate allocation, mainly 

within the Technology and Financial sectors. 

The portfolio’s yield curve positioning was the primary detractor from relative performance. In particular, the portfolio’s 

underweight to longer maturity bonds led to a negative impact on relative returns as the yield curve flattened over the 

quarter.      

An allocation to non-agency mortgage-backed securities (MBS) also led to a negative impact on relative returns. Within the 

sector, we reduced the portfolio's allocation to Prime Jumbo securities and increased exposure to Non-Qualified Mortgage 

(Non-QM) securities, where we saw more compelling relative value. 

OUTLOOK 

At the close of the second quarter, U.S. Treasury yields across the curve remain elevated relative to most of the past 

decade. This elevated starting point enhances expected return potential and improves the risk/reward trade-off, as higher 

yields can help mitigate the impact of further rate volatility. 

Three primary forces have shaped markets since the start of the year. AI disruption risk continues to emerge as a longer-

term theme, with markets increasingly pricing in its potential impact on future earnings of certain industries and businesses. 

The U.S.-Iran conflict has added to market volatility through higher oil prices, renewed inflation pressures, and rising 

Treasury yields. More recently, resilient economic growth, a stronger labor market, and persistent inflation have reduced 

the urgency for the Federal Reserve to ease policy.  
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In response to the evolving impact of AI, we have been reducing exposure to sectors and positions most directly exposed 

to first-order AI disruption risks, including software and other technology issuers, as well as adjacent areas such as business 

development companies and life insurers. With respect to the Iran conflict, markets have priced out many of the initial tail 

risks as conditions have stabilized over the quarter.  

In terms of monetary policy, the June Fed meeting reinforced the Committee's focus on price stability and reflected a higher 

projected near-term inflation path. As a result, the probability of a rate hike has increased. We believe the Fed's reaction 

function has become more inflation-sensitive, and front-end rate volatility is likely to remain elevated. 

Against this backdrop, we maintain a balanced risk posture. While the macro environment remains relatively supportive and 

corporate earnings have been resilient, tighter credit spreads and greater uncertainty around the path of rates align with a 

closer-to-home approach to duration and credit risk. We see attractive relative value in high quality securitized credit 

products, including higher-rated collateralized loan obligations, shorter-average-life ABS and select areas of non-agency 

MBS. Within corporates, we favor industries that may benefit from AI-related investment, such as power generation 

companies and utilities, as well as areas we believe are more insulated from AI disruption, including energy, high-quality 

industrials, and money center and capital markets banks.  

In general, we believe markets like these offer great opportunities for active managers.  There are multiple levers that can 

be employed to potentially generate excess returns (including optimal sector/industry/rating/security positioning, duration, 

and yield curve positioning, etc.) in this environment. 

1Factset as of 06/30/2026 

2As represented by the ICE BofA US Corporate Index as of 06/30/2026 

3As represented by the Bloomberg US CMBS Index as of 06/30/2026 

4As represented by the Bloomberg US Aggregate Securitized ABS Index as of 06/30/2026 

 

As of June 30, 2026: Average annual net total returns* were: one year: 4.09%; three years: 4.66%; five years: 0.34%; and ten years: 

1.85%. The returns of the Bloomberg US Aggregate Bond Index were: one year: 3.79%; three years 4.16%; five years: 0.08%; and ten 

years: 1.54%.  

*Reflects the representative account of the Lord Abbett Core Fixed Income Strategy. 

 

Past performance is not a reliable indicator or guarantee of future results.  

The holdings identified as contributors or detractors relative to the strategy’s benchmark, the Bloomberg U.S. Aggregate Bond Index, do 

not represent all of the securities purchased, sold, or recommended for advisory clients. The calculation methodology for determining the 

holdings that contributed most positively and negatively to the model portfolio’s performance for the period as well as a lis t of the 

contribution of each holding in the portfolio to the portfolio’s performance are available upon request. 

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. 

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 



 

 

3 

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. 

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. 

These materials do not take into account individual client circumstances, objectives, or needs.  No determination has been made regarding 

the suitability of any securities, financial instruments, or strategies for particular clients or prospects. 

The information contained herein is provided on the basis and subject to the explanations, caveats, and warnings set out in this notice 

and elsewhere herein.  Any discussion of risk management is intended to describe Lord Abbett’s efforts to monitor and manage risk but 

does not imply low risk. 

Ratings (other than U.S. Treasury securities or securities issued or backed by U.S. agencies) provided by Standard & Poor's, Moody's, 

and Fitch. For certain securities that are not rated by any of these three agencies, credit ratings from other agencies may be used. Where 

the rating agencies rate a security differently, Lord Abbett uses the average rating based on numeric values assigned to each rating. 

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. A portion of 

the portfolio's securities may not be rated. Breakdown is not an S&P credit rating or an opinion of S&P as to the creditworthiness of such 

portfolio. Ratings apply to the creditworthiness of the issuers of the underlying securities and not the fund or its shares. Ratings may be 

subject to change. 

Risks to Consider: The strategy discussed is subject to the general risks associated with investing in fixed income securities, including 

market, credit, liquidity, and interest rate risk. The value of an investment in fixed income securities will change as interest rates fluctuate 

in response to market movements. When interest rates rise, the prices of fixed income securities are likely to decline, and when interest 

rates fall, the prices of fixed income securities tend to rise. The strategy may invest in Treasury Inflation Protected Securities and other 

inflation-indexed securities, which are subject to greater inflation rate and interest rate volatility. The strategy may invest in foreign or 

emerging market securities, which may be adversely affected by economic, political, or regulatory factors and subject to currency volatility 

and greater liquidity risk. The strategy may invest in derivatives, which are subject to greater liquidity, leverage, and counterparty risk. 

These factors can adversely affect performance. 

The views and information discussed in this commentary are as of  June 30th, 2026, are subject to change, and may not reflect the views 

of the firm as a whole. The views expressed regarding the markets are at a specific point in time, are opinions only, and should not be 

relied upon as a forecast, research, or investment advice regarding a particular investment or the markets in general. Information 

discussed should not be considered a recommendation to purchase or sell securities.  

The Global Investment Performance Standards (GIPS®) compliant performance results shown represent the investment performance 

record for the Lord, Abbett & Co. LLC (Lord Abbett) Core Fixed Income Institutional Composite. This composite is comprised of all 

fully discretionary portfolios managed on behalf of institutional investors investing primarily in various types of fixed-income securities, 

including securities issued by the U.S. government, its agencies and instrumentalities, mortgage-backed and other asset-backed 

securities, investment grade corporate debt, U.S.-dollar denominated investment-grade debt of non-U.S. issuers, senior loans and 

derivatives. Effective February 1, 2022, only accounts with a value of $100 million or more are included in the composite. Effective 

November 2017, only accounts with a value of $40 million or more are included in the composite. Effective July 2014, only accounts with 

an initial value of $50 million or more are included in the composite. Effective January 2018, accounts funded on or before the 15th of the 

month will be included in the Composite effective the first day of the first following month. Accounts funded after the 15th of the month 

will be included effective on the first day of the second following month. Prior to January 2018, other than registered investment companies 
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sponsored by Lord Abbett, accounts opened/funded on or before the 15th day of the month were included in the Composite effective the 

first day of the second following month and accounts opened/funded after 15th of the month were included effective on the first day of 

the third following month. Registered investment companies sponsored by Lord Abbett are included in the Composite in the first full month 

of management. Closed accounts are removed from the Composite after the last full month in which they were managed in accordance 

with applicable objectives, guidelines, and restrictions. Performance results are expressed in U.S. dollars and reflect reinvestment of any 

dividends and distributions. The Composite was created in 1999 and incepted in 1998. A list of all composite and pooled fund investment 

strategies offered by the firm, with a description of each strategy, is available upon request. The type of portfolios in which each strategy 

is available (segregated account, limited distribution pooled fund, or broad distribution pooled fund) is indicated in the description of each 

strategy. Policies for valuing investments, calculating performance, and preparing GIPS Report are available upon request. 

For GIPS® purposes, the firm is defined as Lord, Abbett & Co. LLC (“Lord Abbett”). Total Firm Assets are the aggregate fair value of al l 

discretionary and non-discretionary assets for which the Firm has investment management responsibility. Accordingly, Total Firm Assets 

include, but are not limited to, mutual funds (all classes of shares), privately placed investment funds, non-U.S. domiciled investment 

funds, separate/institutional portfolios, individual portfolios and separately managed accounts (“Wrap Fee/SMA Portfolios”) managed by 

Lord Abbett. Total Firm Assets also include any collateralized, structured investment vehicle, such as a collateralized debt obligation or 

collateralized loan obligation, for which Lord Abbett has been appointed as the collateral manager. For the period prior to January 1, 

2000, the definition of the Firm does not include any hedge fund or SMA program accounts where Lord, Abbett & Co. LLC did not have 

the records so long as it is impossible for Lord, Abbett & Co. LLC to have the records (within the meaning of relevant GIPS® standards 

interpretations). Total Firm Assets also exclude separately managed program accounts that involve model delivery. 

The number of portfolios and total assets in the Composite, and the percentage of total “firm” assets represented by the 

Composite at the end of each calendar year for which performance information is provided are as follows: 

 

Dispersion is represented by the asset-weighted standard deviation, a measure that explains deviations of gross portfolio rates of return 

from the asset-weighted composite return. Only portfolios that have been managed within the Composite style for a full year are included 

in the asset-weighted standard deviation calculation. The measure may not be meaningful (N/A) for composites consisting of five or fewer 

portfolios or for periods of less than a full year.  

The performance of the Composite is shown net and gross of advisory fees, and reflects the deduction of transaction costs. The deduction 

of advisory fees and expenses (and the compounding effect thereof over time) will reduce the performance results and, correspondingly, 

the return to an investor. Net performance of the Composite as presented in the table on the previous page reflects the deduction of a 

“model” advisory fee, calculated as the highest advisory fee, borne by any account (without giving effect to any performance fee that may 

be applicable) in the Composite (an annual rate of 0.28% of assets) and other expenses (including trade execution expenses). For 

Calendar Year Ended 2025 2024 2023 2022 2021 2020 2019 2018 2017 2016

# of Portfolios 5 5 5 5 7 9 9 7 7 8

Total Assets ($M) $6,685 $5,700 $4,669 $3,149 $3,246 $3,342 $2,686 $2,009 $3,758 $3,791 

Percentage of Firm Assets 2.73% 2.64% 2.40% 1.63% 1.28% 1.50% 1.32% 1.12% 2.41% 2.82%

Total Firm Assets ($M) $245,281 $216,055 $194,188 $192,949 $254,075 $222,535 $204,031 $161,055 $156,110 $134,565 

Dispersion N/A N/A N/A N/A 0.07 0.08 0.05 N/A 0.14 0.07

Lord Abbett Core Fixed Income Institutional Composite (Gross 

Annual)
7.68% 2.45% 6.31% -13.07% -0.34% 8.57% 8.55% 0.12% 4.10% 3.32%

Lord Abbett Core Fixed Income Institutional Composite Gross (3 year 

Annualized Return)
5.46% -1.80% -2.70% -2.02% 5.51% 5.67% 4.20% 2.50% 2.51% 3.45%

Lord Abbett Core Fixed Income Institutional Composite Gross (3 year 

Annualized Ex-Post Standard Deviation)
5.86% 7.56% 6.98% 5.90% 3.70% 3.70% 2.75% 2.74% 2.72% 2.95%

Lord Abbett Core Fixed Income Institutional Composite (Net  Annual) 7.38% 2.17% 6.01% -13.31% -0.62% 8.27% 8.25% -0.16% 3.81% 3.03%

Lord Abbett Core Fixed Income Institutional Composite Net  (3 year 

Annualized Return)
5.16% -2.08% -2.98% -2.29% 5.22% 5.38% 3.90% 2.21% 2.22% 3.16%

Bloomberg U.S Aggregate Bond Index (Annual) 7.30% 1.25% 5.53% -13.01% -1.54% 7.51% 8.72% 0.01% 3.54% 2.65%

Bloomberg U.S Aggregate Bond Index (3 year Annualized Return) 4.66% -2.41% -3.31% -2.71% 4.79% 5.34% 4.03% 2.06% 2.24% 3.03%

Bloomberg U.S Aggregate Bond Index (3 year Annualized Ex-Post 

Standard Deviation)
6.06% 7.83% 7.24% 5.85% 3.40% 3.40% 2.91% 2.88% 2.82% 3.03%

Supplemental Information:*

Number of Portfolios Managed in Style* 22 21 21 21 21 21 20 18 17 19

Total Assets Managed in Style* $7,764 $6,515 $5,433 $3,847 $3,827 $3,837 $2,956 $2,343 $4,147 $4,374
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example, if $10 million were invested and experienced a 10% compounded annual return for 10 years, its ending dollar value, 

without giving effect to the deduction of the advisory fee, would be $25,937,425. If an advisory fee of 0.28% of average net assets 

per year for the 10-year period were deducted, the annual total return would be 9.69% and the ending dollar value would be 

$25,284,711. The separate account management fee schedule is as follows: 0.28% on the first $50 million, 0.20% on the next 

$100 million, 0.16% on the next $350 million, and 0.14% on all assets over $500 million. The Pooled Fund management fee 

schedule is as follows: 0.19% on the first $50 million, 0.17% on the next $50 million, 0.15% on the next $100 million, 0.13% on 

the next $250 million, 0.11% on the next $500 million, and 0.09% on all assets over $1 billion. The Pooled Fund expense ratio is 

0.27%. Net-of-fee performance reflects the deduction of the highest applicable institutional advisory fee that would be charged to a new 

institutional client account based on the current fee schedule for this strategy. The composite includes one or more registered investment 

companies sponsored by Lord Abbett (“Lord Abbett Funds”) that are subject to fees and expenses that would be inapplicable to an 

institutional client account. Therefore, the actual performance of Lord Abbett Fund accounts included in the composite may be lower than 

the net-of-fee composite performance presented. Fees and expenses applicable to the Lord Abbett Funds are disclosed in each Fund’s 

Prospectus, which is available upon request. Past performance does not guarantee future results. Certain securities held in portfolios 

contained in this composite may have valuations determined using both subjective observable and subjective unobservable inputs. The 

Firm’s valuation hierarchy does not materially differ from the hierarchy in the GIPS Valuation Principles. Portfolios in this composite may 

have sector weights that vary significantly from the Index. Any portfolio with a market value of less than $200 million will be excluded from 

the composite if the portfolio has an aggregate monthly inflow/outflow equal to or above 15% of the portfolio’s beginning monthly balance. 

Portfolios removed from composites will be treated as new accounts, and will adhere to the standard composite inclusion policy before 

being re-introduced to the composite. 

*Supplemental information includes accounts managed in Lord Abbett’s Core Fixed Income Style by not included in the Composite due 

to the existence of certain investment restrictions that have a material effect on implementation of Lord Abbett’s investment strategies.  

Lord Abbett claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report 

in compliance with the GIPS standards. Lord Abbett has been independently verified for the periods 1993-2025. A firm that claims 

compliance with the GIPS standards must establish policies and procedures for complying with all the applicable requirements of the 

GIPS standards. Verification provides assurance on whether the firm's policies and procedures related to composite and pooled fund 

maintenance, as well as the calculation, presentation, and distribution of performance, have been designed in compliance with the GIPS 

standards and have been implemented on a firm-wide basis. The Core Fixed income Institutional composite has had a performance 

examination for the periods 1998-2024. The verification and performance examination reports are available upon request. 

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.  

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. 

Past performance is not a reliable indicator or a guarantee of future results. Differences in account size, timing of transactions, and 

market conditions prevailing at the time of investment may lead to different results among accounts. Differences in the methodology used 

to calculate performance also might lead to different performance results than those shown. Composite performance is compared to that 

of an unmanaged index, which does not incur management fees, transaction costs, or other expenses associated with a managed 

account.  

GIPS is a registered trademark of CFA Institute. CFA Institute does not endorse or promote this organization, nor does it warrant the 

accuracy or quality of the content contained herein. 


