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Bonds Are Starting to Act Like Bonds Again

January 17, 2026

The bond market is emerging from a turbulent few years marked by shifting market conditions

and increased volatility. Figure 1 graphs the MOVE Index, a measure of volatility in the U.S.

Treasury market. Like the more well-known VIX Index, higher readings signal expectations for

more bond market volatility. The bond market was stable in the late 2010s, but when the

pandemic struck in 2020, it became more volatile. The MOVE Index spiked above 100 as the

pandemic and economic uncertainty made financial markets more volatile, but it quickly

retreated as the Federal Reserve cut interest rates to near 0%. The bond market was

significantly less volatile in 2021 as the economy reopened and the Fed held interest rates

steady, although rising inflation and expectations for Fed rate hikes caused volatility to creep

higher.

From early 2022 to mid-2023, the bond market was extremely volatile as the Fed raised

interest rates by 5.25%, one of the fastest and steepest rate-hiking cycles in modern history.

Bond market volatility, which was already rising due to soaring inflation and Fed policy

uncertainty, remained high throughout the entire rate-hiking cycle. The MOVE Index climbed

back above 100 and peaked near 150 in late 2022, with bonds behaving as a source of risk

rather than diversification. However, since late 2022, bond market conditions have steadily

improved. Inflation has cooled, the Fed has cut interest rates by -1.50%, and recession

concerns have eased. The MOVE Index is in the low 60s, the lowest since 2021. While there

have been periods of volatility around key economic data releases and Fed meetings, the path

has been smoother.

Bond market returns followed a similar pattern over the past five years. Figure 2 graphs the

quarterly total return of the Bloomberg U.S. Aggregate Bond Index, the standard benchmark

for U.S. investment-grade bonds. The index generated positive returns in ten of the twelve

quarters from 2017 to 2019, but its returns have been more volatile since 2020. It declined by

1.5% in 2021 and 13% in 2022 as inflation soared to a 40-year high and the Fed aggressively

hiked rates, a rare sequence of negative back-to-back annual returns. The volatility and

negative returns are consistent with the high MOVE Index. Bond market conditions stabilized

in late 2023 and 2024, and in 2025, the bond market regained its footing. The Bond Aggregate

produced a positive return in each quarter and gained +7.3% for the full year, its strongest year

since 2020.
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What does this mean for your portfolio?
The past few years have tested the role of fixed income in portfolios. Today, the combination of

lower interest rate volatility and higher starting yields points toward a more familiar risk and

return profile. Bonds could still experience volatility if inflation or policy expectations shift

again, but they’re behaving more like an asset class that can provide a blend of diversification

and income. As bond market conditions normalize, now may be a good time to revisit your

fixed income allocation and ensure your portfolio remains aligned with your long-term goals.

Important Disclosures

Published by Market Desk Research and distributed by QuadCap Wealth Management, LLC.

This client letter is being furnished by QuadCap Wealth Management, LLC (“QuadCap”) on a

confidential basis for the exclusive use of clients of QuadCap. and may not be disseminated,

communicated, reproduced, redistributed or otherwise disclosed by the recipient to any other person

without the prior written consent of QuadCap.

This document does not constitute an offer, solicitation or recommendation to sell or an offer to buy

any securities, investment products or investment advisory services. Such an offer may only be made

to prospective investors by means of delivery of an investment advisory agreement, subscription

agreement and other similar materials that contain a description of the material terms relating to

such investment, investment strategy or service. This presentation is being provided for general

informational purposes only.

This presentation includes information based on data found in independent industry publications and

other sources and is current as of the date of this presentation. Although we believe that the data is

reliable, we have not sought, nor have we received, permission from any third-party to include their

information in this presentation. Charts, tables and graphs contained in this document are not

intended to be used to assist the reader in determining which securities to buy or sell or when to buy
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or sell securities. Opinions, estimates, and projections constitute the current judgment of QuadCap

and are subject to change without notice.

References to any indices are for informational and general comparative purposes only. There are

significant differences between such indices and the investment programs described in this

presentation. References to indices do not suggest that the investment programs will, or are likely to,

achieve returns, volatility, or other results similar to such indices. The performance data of various

indices presented herein was current as of the date of the presentation.

Past performance is not indicative of future results and there can be no assurance that the future

performance of any specific investment or investment strategy will be profitable or equal any

corresponding index or benchmark. The performance information shown herein is based on total

returns with dividends reinvested and does not reflect the deduction of advisory and/or other fees

normally incurred in the management of a portfolio.

Advisory Services are offered through QuadCap, an SEC registered investment advisor. QuadCap only

transacts business in states where it is properly registered or is excluded or exempted from

registration requirements. SEC registration is not an endorsement of the firm by the Commission and

does not mean that QuadCap has attained a specific level of skill or ability.

The Bloomberg US Aggregate Bond Index is used as a benchmark for investment grade bonds within

the United States. This index is important as a benchmark for someone wanting to track their fixed

income asset allocation.

Treasuries, also known as Treasury securities, are debt obligations issued by the United States

government. They are used to raise cash needed to fund government operations and help finance the

federal deficit. Treasuries are backed by the full faith and credit of the US government, making them

one of the safest investments. They are an important instrument in monetary policy, allowing central

banks to control the money supply.

The Prime Rate is the interest rate that commercial banks charge their most creditworthy corporate

customers. The prime rate is derived from the federal funds rate, usually using fed funds + 3 as the

formula.
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