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>> You're listening to All the Credit, a monthly podcast series brought to you by PGIM Fixed Income, an active global fixed 

income investment manager. And now your host, Senior Portfolio Manager, Mike Collins. 

>> Hello. Welcome to Episode 13 of All the Credit, PGIM Fixed Income's monthly podcast. I'm Mike Collins, just one of the 

many investment professionals at PGIM Fixed Income, and your host of All the Credit. The title of this episode of All the 

Credit is “Investing Through the Arc of the COVID Recovery.” And wow, what an arc and recovery it has been. Most of us, 

obviously, have not lived through and certainly have not invested through a global pandemic. So the level of uncertainty, the 

collapse in economic activity that we saw, and certainly the level of volatility in asset prices were all as extreme, as we have 

seen in our lifetimes, you know, albeit for a relatively short period, beginning in March of 2020. But I think the biggest surprise 

actually has been the pace and the magnitude of the recovery in aggregate economic activity, in corporate earnings, and 

consumer prices, equity markets, and of course, the global credit markets. Now, to be sure, the aggressive and somewhat 

globally concerted monetary and fiscal policy responses really limited the downside and supported this historically rapid 

recovery. But the private sector deserves much of the credit for the seamless adoption of new technologies that we're all 

experiencing every day, to the flexibility and productivity improvements in the corporate sector, to the rally amongst scientists 

and pharmaceutical companies around the world to rewrite the vaccine playbook, for this constructive outlook we see today, 

for global economies, the earnings, financial markets, and even the labor markets as we go through 2021. So while we will 

reflect on this wild ride of the past year, both from an economic market and political standpoint, in this podcast, we really 

want to focus on the future, particularly what is now being priced in with regard to economic projections, inflation expectations, 

interest rates, and of course, the credit markets. And our two guests today are the perfect tandem to explore these topics. 

Nathan Sheets, who is no stranger to this program, is PGIM Fixed Income's Chief Economist and Head of Global Macro 

Economic Research and has had stints at both the Federal Reserve and the US Treasury Department. And Robert Tipp, one 

of my longest standing colleagues at PGIM Fixed Income is our Chief Investment Strategist, and Head of Global Bonds. 

Nathan, Robert, and I are here to give you All the Credit. Welcome, gentlemen. 

>> Glad to be here. 

>> Glad to be here, Mike. Thanks. 

>> And so, Robert, let's start with you. You know, this this arc we've gone through, or maybe it's more like a V in terms of 

the markets, was really profound in terms of the volatility on the way down and on the way up. I want you just to really 

summarize how this recovery progressed, and importantly, what you see now as being priced into the financial markets. 

>> Yeah, absolutely. So, I think what most people have seen, clearly is recovery in the stock market, and the valuations there 

have recovered through, excuse me, very poor levels. And the same is true of the credit market. They've recovered, and I 

think in both cases, this has happened with good reason. The case of the equity side earnings have held up very well. The 

level of activity in the economy, as Nathan's going to talk about his support of that. And on the credit side, thanks to all the 

liquidity pumped into the system, the kinds of corporations that are typically large enough to be significant players in the 

corporate bond market, either investment grade or high yield, have that access to money. And then they've been able to fund 

themselves to get to the other side, and now with what's going on in the economy and the vaccine, the market has moved to 

price in full recovery and taking credit spreads pretty much to all-time high levels. On the interest rate side, a kind of similar 



 

but different phenomena has taken place. If you rewind to where we were before COVID, at the end of 2019, interest rates 

in the US were all kind of clustered in between one and a half and two if you looked at the two, five and 10-year treasuries, 

so between one and a half and two. And they crashed down at the depths of the crisis, when we didn't know what kind of 

fiscal stimulus we would get, what kind of monetary stimulus, whether you get a vaccine, and if there was stimulus, would it 

get traction. All of that was unknown. So when we were at the depths, you were looking at a two-year treasury that had 

dropped below a quarter of a percent, a 30-year bond that at one point dropped to below a percent, and the 10-year treasury 

spent a decent amount of time at 60-basis points. So, let's focus on twos and tens. So, 20 basis points on the two-year and 

60 basis points on the 10-year. Fast forward to where we are now, on a global basis, stimulus has been profound, monetary 

and fiscal, and people have found a way to shop, right? Economic activity has roared back. So, the 10-year treasury is very 

clear to see just like in equities and credit spreads, they've come all the way back. Ten-year treasuries, you know, has cleared 

one and a quarter percent. The two-year treasury, on the other hand, has actually gone down to about 10 basis points. And 

so, you kind of have a tale of two worlds there, where one end of the yield curve is saying, we believe in the Fed, they're 

going to be very accommodative, at least for a couple years, we're flush with liquidity. Ten basis points, very confident in 

that. The other end of the yield curve has kind of priced in, you know, by the time you get five years out in the future, Fed 

funds rate is, you know, going to be significantly higher, maybe 1 percent area, and that the five-year treasury, which right 

now is at 55 basis points, you know, is going to be a lot higher at that point in time, pushing 2 percent. And so, you know, 

markets have priced in a good deal of optimism at this point, you know, creating some, you know, still questions about how 

strong the economy's going to be, how much higher they're going to go. And there also could be some opportunity in there 

as well. 

>> Yeah, so certainly, we've seen this a lot, Robert, throughout our careers where people seem to get overly optimistic, 

maybe during periods of recovery, price in much higher interest rates, much higher levels of inflation, and higher Fed funds 

rate than ultimately plays out. And then maybe we're starting to go through one of those environments. So, Nathan, to you, 

I mean, does the macroeconomic backdrop justify that optimism? Kind of how do you describe the recovery we've been 

through? I know, in terms of aggregate level of activity, we're kind of back to where we were. But man, it's been very disparate 

in terms of the different sectors and different folks who've benefited or been hurt by this. And what is our outlook going 

forward? 

>> Mike, I very much agree with your assessment that six months ago, eight months ago, if you asked me where the US 

economy and the global economy would be in February of 2021, I would have expected that we would see evidence of a 

recovery. But global economic activity, US growth, the labor markets, the financial markets, are all significantly stronger than 

what I would have anticipated. And I think there are a number of explanations for that. But I think the first is got to be that 

there is just more underlying resilience and durability in global spending than what we thought. And that's proven true in the 

United States. It's proven true in a remarkable way for China, and to some extent, albeit somewhat lesser, for the euro area. 

When I look forward from here, I think it's important to extrapolate those broad lessons for the United States, thinking about 

the next six to 12 months. I draw the analogy is like looking down the barrel of a loaded cannon, that the economy is primed 

and ready to move. We've got a lot of stimulus in the system and the Biden Administration is likely to pass another substantial 

stimulus bill, the vaccines are being distributed. And I think that that is going to generate a shift in mentality and help drive 

significant spending going forward. And then on top of that, there's a lot of trapped savings in the economy, money that 

people haven't been able to spend because they've been locked down. And I think as we get back to normal, some of that 



 

will be unleashed as well. So, going forward, I think this is going to be a very strong year in the United States, and in many 

other parts of the globe. 

>> How have you changed your GDP forecast over the last couple of months in the US, at least? 

>> We, going back about, let's say two or three months, we marked up now by roughly two and a half percentage points for 

growth in 2021. Now, we're now expecting growth this year of six and a half percentage points for the United States. Similarly, 

our global forecasts have migrated up as well. And this has been particularly in response to the incoming data. And for the 

United States, the stimulus that's been put in place, which has been larger than what we expected it would be, and the 

successful rollout of the vaccines, which seem that like they're very much on their way to allowing hard immunity in the United 

States by probably the end of the summer, perhaps, and in the rest of the world with a bit of a lag depending on where exactly 

the country is and its circumstances. But the rest of the world is on a similar trajectory. 

>> Yeah, so you're painting a very optimistic near-term outlook for sure. And as Robert highlighted, you know, a lot of that is 

already possibly getting priced into equity markets, to credit spreads, to rates markets, et cetera. What does the world look 

like, Nathan, in your mind, in a year or two, or maybe even five years from now? I mean, does this continue? Is there give 

back after what you're painting as being a boom year? Is there just a general reversion back to the more moderate economic 

and inflation world we've been living in for the last decade or so? 

>> Once we move through this extraordinary adjustment that I've described in 2021, my expectation is that the global 

economy is likely to pivot back toward many of the features that characterize performance in years after the global financial 

crisis. I think these underlying realities of aging demographics, rising debt levels, public sector debt levels are even higher 

now than they were five years ago, ongoing automation and technical innovation, which is a good thing, but it's highly 

disinflationary. And the proliferation of IT products, allows global competition and reduces pricing power of individual firms. 

So, when I look out two, three years, I think that we will see after this boom, in the second half, I think we'll move back into a 

low inflation world. Now, there are some risks there. The boom may bring some inflation. I expect that that will be a mirage. 

But it's that the risk is that inflation expectations ratchet up, and that that creates a more sustained, inflationary dynamic. 

That's not my base case, but that's something that we'll be watching for very carefully. 

>> So Robert, given that perspective, that you go through this boom this year, and then maybe you give a little bit of that 

back, I'm looking at sales of goods around the world, imports from China, I mean, they're so far ahead of where they were 

pre-COVID, you wonder how sustainable that is. Maybe there's some give back there. And given Nathan's view of kind of a 

reversion back to more moderate growth, what does that imply for our outlook for rates? 

>> Yeah, and I want to preface this by saying this is a nonpartisan statement, Mike. This can be very equal here. But you 

can recall when interest rates, you know, a couple years back when we were getting the procyclical fiscal stimulus in the 

United States, against the backdrop of a rapidly growing economy that was running, you know, at full employment, high-

speed, and we got that procyclical stimulus, you know, my comment was, I don't know if this is going to make America great 

again, but it sure makes bonds great again. You know, from those yield levels, you were going to have the [inaudible]. And 

so, fast forward to where we are now, and then when you are looking at, you know, 50, 60 basis point 10-year, that was not 

an optimistic outlook for the bond market. There was not a lot of risk premium left. And so now, we've in the States, and a lot 

of other higher-growth economies have followed this movement path, like Australia, New Zealand, and a lot of emerging 

market, local countries, they've followed this US rate path. With the election of Biden and the blue ripples running through 



 

the lawmakers here, you know, this has built back the bond market, right? We're up at 130, and we're pricing in a rate 

scenario, is it high enough? I don't know. You know, how big the infrastructure bill that we may get, you know, when the 

fourth quarter is going to be these waves of growth, how many, as we're going through the recovery this year, we're going to 

get, how many bumps in inflation we're going to get. But it looks like we have probably overshot for that environment where 

the Fed really wants to achieve 2 percent on the PCE, which is kind of a level they didn't really steadily achieve before 

COVID. That with a world that has more debt, more aging demographic profile, and the backdrop that Nathan was describing, 

you're probably looking at a lower money market rate environment around the world. A lot of places like in Europe, they have 

locked in at these low rate levels. In Europe, they're talking about possibly going lower. And at the front end of the yield 

curve, the Bank of Japan is also thinking about maybe going lower. Some other ways, Japan is way further down the road, 

they're also thinking about steeper on their yield curve. But the general trend out there is that the central banks are more 

determined to hit their inflation targets. I think that makes it less likely that what's priced into the US curve, these 2 percent 

and higher forward rates are going to be realized. And that means that bonds over time, I don't know about whether over the 

balance of this year or not, but the longer the horizon, whether it's 12 months, 24 months, 30, 60 months, you're trying to 

look at very high probabilities for bonds outperforming cash over the long term, because of what's priced in. It's just a matter 

of what course we're going to take going through the year. 

>> And then what about the credit markets? I mean, you mentioned that spreads had hit levels close to, if not at, historical 

tights. But again, given this really low interest rate backdrop of Federal Reserve and global central banks that may be more 

predisposed to keeping rates at zero, and the fact that people are getting older and need more income and yield and bigger 

allocations of fixed income in general, what does that mean for credit markets going forward? 

>> Yeah. So, on the credit market front, it is going to be a challenging environment, but there is more opportunity than risk, 

over the long term. In the short term, spreads are tight. So, fluctuations are going to, you know, quickly take returns below 

zero, you know, on short term measures. But when you look out 12, 24 months, there's more opportunity. And the reason I 

say that, one is on the float side, that a lot of issuers have prefunded the cash that they needed to make sure they got through 

the crisis. So, there's going to be a little bit less than need. The European Central Bank, in addition to buying governments, 

is taking corporate bonds supply out of the market. And the Fed is taking a lot of government's finances, ECB, out of the 

market. And so, that's reducing the inflows of credit supplied to the bonds, reduced the supply bonds into the market. And 

then the miraculous thing that's happening on the flow side among retail investors is that they have less bonds than ever. 

So, despite the fact that you have this aging demographic profile, and you have flows going into the bond market, and net 

retail is not putting money into the stock market by some measures, the valuation increase on the equity side is so strong 

that those equity allocations are actually very high and the bond allocations are not extended at all. So I think that in general, 

your credit spreads are going to stay on very well supported, and then that leaves an opportunity for people like us within the 

market to rotate among the different sectors, to some names that we think haven't fully recovered, to those that are underrated 

for their credit, quality, and so on, to add value through issue selection, sector rotation, that kind of environment. So very 

positive, yeah. 

>> And for what it's worth, Robert and I and the other senior portfolio managers in the PGIM Fixed Income shop and on the 

multi-sector teams, really, when the pandemic hit last March, Robert, and spreads blew out, we saw the huge aggressive 

policy response. We actually became much more aggressive, right? We added credit risk in a pretty big way, mostly in the 

corporate investment grade and high yield sectors. We really ramped that up. And just now, really, for the first time, almost 



 

a year later, we're really reevaluating where spreads are and looking for pockets of places to maybe cut risk where we think 

spreads of have may become a little too far too fast, and maybe with the mindset of just having dry powder to be able to take 

advantage of what is likely to be more volatility going forward and opportunities to be more tactical in the markets. So, Nathan, 

you know, we talked a little bit about some of the risks, you know, and I'm worried about it, and a lot of market participants 

are worried about, this taper tantrum risk, right? You talked about a little bit of upside inflation in the near term, at least. You 

know, what is the risk to another 2013-like taper tantrum. The Fed has already, in some cases, signaled, albeit not 

consistently, that, "Hey, maybe by the end of this year, they'll start thinking about, you know, reducing their bond purchases." 

Has their reaction function changed from where it was, and, you know, eight years ago during the taper tantrum? 

>> My sense is that Jay Powell and his colleagues are profoundly concerned that over the last, let's say, five years, it could 

be 10 years, that despite the Fed's efforts, inflation has systematically fallen short of their 2 percent target. And my sense is 

that what Jay Powell did with his new flexible, average inflation targeting regime that he unveiled last summer, is he drove a 

stake into the earth, and he said, "We are not going to move until we have compelling evidence that inflation is back to 2 

percent, and we actually think it's going to overshoot 2 percent for a while." Given all of that, my strong expectation is that 

as we move through 2021, even if growth is strong, and even if inflation is somewhat above target, that Jay Powell is going 

to want to see what happens on the other side, as some of that stimulus unwinds, and some of the initial bounce from the 

vaccine comes off, is any increase in inflation durable. And that makes me think that rates are likely to be low for quite some 

time for several years, and that the Fed is going to want to look through 2021, even in terms of its asset purchases. So, I 

think this is a fundamentally different reaction function. It is one that is more cautious, and one that is inclined to be more 

stimulated than the Fed was in 2013 under Ben Bernanke when they were talking about tapering. 

>> And what about other policy risks, Nathan? You know, you have the unique perspective being about the Fed and the 

Treasury, right? So, you talked about, you know, the Fed's reaction function. You know, we have Yellen as the new Treasury 

Secretary. She's certainly more dovish leaning and, and really wants to make sure everybody in this country gets a really 

good high-paying job before she takes away the Punchbowl, right? Is the Treasury going to be out of bullets at some point? 

I mean, what does all this debt imply for future growth, for inflation? There's this perception out there that the more debt you 

have the more inflation, but I don't know if that's the case, historically. And we have a lot of young listeners on this podcast, 

you know, people in their 20s and 30s. Are they going to get their Social Security payments in 30 years from now, or is the 

government going to be out of bullets? 

>> In the near term, the Biden Administration has taken the view that it is far better to be too big than be too small. And the 

job one is getting the economy going again, getting 10 million unemployed workers back into their jobs. The labor market 

has rebounded substantially from its trough last spring, but still has a very, very long way to go. And so, I think we will see a 

big stimulus. And we're also learning, as the stimulus is coming on into place, that that has a meaningful effect on spending 

and the economy. So, I don't think that the Treasury is out of bullets in terms of helping to drive and facilitate a recovery from 

the current episode. Now, over the longer run, you raise very important issues about the public sector debt. My analysis, and 

the data that I've looked at, suggests that those high debt levels do pose some risks to the economy and to performance. 

And it's not so much about high inflation. Quite the opposite, that I found that high levels of public debt are correlated with 

low and grinding disinflation and slower growth. So for our listeners that are looking out 30 or 40 years and thinking about 

where the economy's going to be, I think there is a risk that as a result of the debt that we've amassed, that the economy is 

somewhat softer than it would be otherwise. But by the same token, and I think this is something the administration and 



 

Janet Yellen are thinking about, if we don't get out of the morass for it, if all of these workers, a big share of these workers, 

were currently out of their jobs and don't come back, that's also a huge loss and a significant reduction in our productive 

capacity. So, I think it's better to get people back to work, get that push, and get us out spending, hopefully, innovating again, 

and productivity and investment will come back, and it'll offset some of these effects. But I think those are the questions that 

will dominate growth over a 10, 20, 30-year horizon. 

>> And obviously, we take a really long term outlook at PGIM Fixed Income, so we're always dwelling on these long term 

effects and what that means. And as Robert said, I mean, what's priced into the Treasury market in 10 years from now is a 

two and a half percent 10-year note, right, which implies a really high, maybe even two handles Fed funds rate. And I know 

our view is that those, as Robert said, are unlikely to be realized. Robert, what other risks would you highlight? You know, 

we talked about kind of maybe some of the policy risks, the taper tantrum risks. What keeps you up at night as we go through 

2021 here? 

>> Sure. Well, you know, I mentioned that the rates in the US have gone up on the expectations for recovery. In other places, 

rates remained quite low, in Europe, for example, but I think, to Nathan's point, while the stimulus is going great guns in the 

US and a lot of other countries, there will be a retrenchment on the fiscal side. Europe has a fiscal rulebook, which they're 

going to continue to loosen over time. But that's going to be a drag on growth. The UK is intermittently talking about 

retrenchment on the fiscal side. And, of course, you know, there are going to be big contrast between countries, I think, that 

are on balance that's going to be a restraining force on some of these countries' growth. And where interest rates are in 

Europe and in Japan, I think, is an important driver. So, I think that's an influence, but it can be a risk as well. There's some 

kind of change in that backdrop that could create a threat. I think, though, that really, the biggest shifts going on here are on 

the volatility front for, one, that, you know, this century, we've seen 250 percent drops in the stock market in the times 

[inaudible] Enron WorldCom recession again after the financial crisis, and with COVID, which was, you know, very, very, 

very bad recession. We had a steep drop in stock prices, widening of spreads, but also a huge drop-off in liquidity. So, these 

markets are becoming more volatile, liquidity is becoming more variable, and that is creating a kind of compression for market 

cycles, which creates risks, but also creates opportunities for investments. It also raises the hurdle on fundamental research, 

because if you're going to go into a market environment where incrementally you're not going to be able to trade some of the 

securities, it's going to be more important that you've done your bottom-up fundamental research across all of these different 

sectors. So, I think, you know, there's definitely rising risks that I think that the COVID crisis has kind of highlighted the 

uncertainty factor, and that you can never know what those risks are going to be. It used to be they were much more traditional 

economic cycles of over investment, and collapse. But as we've seen, you know, in recent decades, again and again, they're 

more of an idiosyncratic nature, and that they can have really big impacts on the market. You need to have a durable, long-

term strategy for that, as well as, you know, ideally, some ability to take advantage on tactic. 

>> Yeah, Nathan, I think you would agree that the Federal Reserve probably is still in the early stages of developing the tools 

to handle financial stability risks. They talk a lot about it, but I don't know if they feel comfortable addressing it. I mean, what 

are some of the, you know, lessons you learned as an economist, kind of going through 2020, and seeing this incredible 

policy response, I mean, as you try to, you know, predict economic cycles going forward? 

>> Well, I've touched on a couple of them. One of them is the resilience in the economy. And I would say correlated with that 

resilience is the flexibility that we've seen. The fact that so many of us work in the office, during most of last year, and 

nevertheless, the economy performed as well as it did, is truly extraordinary. Underneath that, it suggests the real flexibil ity 



 

in our ability to produce. But it also suggests flexibility in what we're consuming. And we see that in the macro data that we're 

producing and consuming now a lot more goods than we were and fewer services. And I think one of the big questions, as 

we look into 2021 and beyond, is how permanent is that shift? Certainly, some of these face-to-face service industries have 

been hit, are going to bounce back. But are they going to get all the way back to where they were pre-pandemic? So, there's 

these issues associated with economic adjustment, flexibility, and resilience. So, one big takeaway. And then another one is 

an issue I touched on a moment ago. And that is the resolve of policymakers around the world to act when it's necessary. 

And we saw that in a major way last spring, but it probably has continued. And importantly, it's been not only monetary policy, 

where we might have expected it, but even there, I think the aggressiveness and the magnitude of these responses was 

much larger than what we would have thought. I was in the Fed during the global financial crisis, and I thought we were going 

all out. But the Powell Fed basically did everything that Bernanke Fed did during the course of three weeks, and then went 

on from there. We also saw on the fiscal side where governments, legislatures around the world have put into place 

meaningful support, including a multinational response in Europe, which happened much more rapidly and smoothly than 

anyone would have expected. So, another big lesson is when the chips are down, policymakers realize they need to act. And 

the records suggest that they rise to the challenge. 

>> And, Robert, you mentioned, you know, the reliance on, you know, long term fundamental views and the bottom of 

research and the importance of that, but also maybe more heightened, you know, longer-lasting volatility as being a normal 

part of the markets going forward. What were some of the takeaways, as an investor, that you learned going through this 

pandemic in the recovery? 

>> Yeah, so I think, you know, that you can have really serious time compression. I mean, there was a period when the crisis 

was at its absolute depths that we saw, you know, the Treasury, you know, yields go all the way down to their absolute lows. 

And then within the course of a month, shot up to levels, you know, pretty much defining the range that we were going to see 

for a good part of the recovery. So basically, you had an entire interest rate cycle, you know, half of it play out in the course 

of a month. And the same was true on the credit recovery side, where, you know, within the matter of a couple months, you 

saw the majority of the damage on the credit cycle. So I think we have to keep, you know, flexible mindset, and also take 

advantage of not only, you know, opportunities that you get, you know, with the scale in terms of research and new issues 

that were there in that market, but also on the derivative side, for hedging and changing policy in the portfolio. You know, 

while the vast majority of what we do is on the long term and strategic, that having all the tools available, and using them to 

make some adjustments on the tactical side, in response to these rapid market cycles, is also a good capability to have and 

to make use of. 

>> So, Robert, why don't we wrap up, tell our listeners what they should do, right? A lot of our clients and investors are 

listening in on this. I mean, where should they invest? What is your general advice and outlook for the asset markets going 

forward? 

>> I think this might be a shocking recommendation in its mundane and boring appearance, but it has, in fact, worked very 

well. And everything that I'm seeing in the market suggests that it is true right now, as well. And that is that the market 

environment that we've been in has not necessarily been a feel-good environment for people. The aging demographic, and 

those secular trends have kind of brought, you know, within the business cycle of growth going up and down, generally 

speaking over time, slower rates of growth, and widening inequality in these various problems. But the progression towards 

low rates, accommodative central banks and so on, it's continued to make very traditional asset allocations work. And I 



 

believe that is the case right now as well, that we don't know if interest rates are topping right now, or whether there's going 

to be another move higher over the course of this year in response to stimulus. But there's a good chance and likelihood in 

our view that what's priced into this curve over the long run is the level of forward rates that will not be realized in terms of 

rate hikes. And therefore, investors that stay fully invested in the bond market, are going to achieve even in government 

bonds or return premium over cash. And that there, despite the fact that spreads come in a lot, there are a lot of sector 

allocation, issue selection opportunities that are going to enable an active manager to outperform government bonds using 

spread bond. And the equity market, obviously, earnings growth has been impressive, maybe valuations are stretched, and 

maybe equities will have a harder time and have more risk on this economic cycle here. But there's also a case to be made 

that if cash rates are going to remain at zero and bond rates will remain incredibly low, that maybe stocks will not overprice. 

So, you know, the equity side of it is more out of our realm. And though within bonds, looking at that side of the equation is, 

as ironic as it seems at this level of yields, there is probably more of a global recovery priced into the world's bond markets, 

including the US or almost especially the US, more of a recovery, not that it's too much for this here, but the notion that these 

rates of growth are going to be continued for five years and beyond is probably an over extrapolation, and that as a result, 

bonds are going to continue to surprise on the upside. You know, by smaller margins, let's price on the upside and provide 

the outperformance relative to cash and a good source of diversification. 

>> You know, for sure, just as we saw last March, a lot of our big institutional clients actively rebalance by selling bonds. In 

March when rates were plunging and bond prices were hanging in and rotating back into equities, which were down 30 plus 

percent, we actually just started seeing the first signs of some of our clients going the other way, actually getting out of the 

equity markets and increasing allocations to bonds. I mean, every day we sit here, equities get more expensive and bonds 

get cheaper, right? So, at some point, you will see some rebalancing there. So, let's end it there. Thank you so much, Nathan, 

for all your thoughtful insights, and thank you, Robert, as always. And for all of our podcast listeners out there, you can see 

all of our thought leadership on our website at pgimfixedincome.com, where you'll not only see our entire podcast series, but 

our kind of hard-hitting one-page blogs that we call the bond blog, which you can find by either just typing in the bond blog 

or going to PGIM Fixed Income, and all of our other thought leadership. Thank you for listening. 

>> We hope you enjoyed today's podcast. Subscribe to keep up with the latest episodes of all the credit. For more information, 

insights, and thought leadership, visit pgimfixedincome.com. 

>> Do you have an idea for a podcast guest or a topic? Email us at fixedincomerequests@pjim.com, or email your account 

manager or sales representative at PGIM Fixed Income. 

>> This podcast was recorded on February 17, 2021. It is intended solely for professional investor use. Past performance is 

not a guarantee of future results. All investments involve risk, including the loss of capital. This material is not for distribution 

to any recipient located in any jurisdiction where such distribution is unlawful. This podcast includes the views and opinions 

of the authors and may not reflect PGIM Fixed Income's view. PGIM and its related entities may make investment decisions 
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informational purposes only, are based on information available when created, and are subject to change. It is not intended 

as investment, legal or tax advice, and does not consider a recipient's financial objectives. PGIM Fixed Income is a business 

unit of PGIM, the global asset management business of Prudential Financial Inc., which is not affiliated in any manner with 
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IMPORTANT INFORMATION 

The podcast is intended for Professional Investors only.  All investments involve risk, including the possible loss of capital.  Past performance 
is not a guarantee or a reliable indicator of future results.   

PGIM Fixed Income operates primarily through PGIM, Inc., a registered investment adviser under the U.S. Investment Advisers Act of 1940, 
as amended, and a Prudential Financial, Inc. (“PFI”) company. Registration as a registered investment adviser does not imply a certain level 
or skill or training. PGIM Fixed Income is headquartered in Newark, New Jersey and also includes the following businesses globally: (i) the 
public fixed income unit within PGIM Limited, located in London; (ii) PGIM Japan Co., Ltd. (“PGIM Japan”), located in Tokyo; (iii) the public 
fixed income unit within PGIM (Singapore) Pte. Ltd., located in Singapore (“PGIM Singapore”); (iv) the public fixed income unit within PGIM 
(Hong Kong) Ltd. located in Hong Kong; and (v) PGIM Netherlands B.V., located in Amsterdam (“PGIM Netherlands”). PFI of the United States 
is not affiliated in any manner with Prudential plc, incorporated in the United Kingdom, or with Prudential Assurance Company, a subsidiary of 
M&G plc, incorporated in the United Kingdom. Prudential, PGIM, their respective logos and the Rock symbol are service marks of PFI and its 
related entities, registered in many jurisdictions worldwide. 

In the United Kingdom, information is issued by PGIM Limited with registered office: Grand Buildings, 1-3 Strand, Trafalgar Square, London, 
WC2N 5HR. PGIM Limited is authorised and regulated by the Financial Conduct Authority (“FCA”) of the United Kingdom (Firm Reference 
Number 193418). In the European Economic Area (“EEA”), information is issued by PGIM Netherlands B.V., an entity authorised by the 
Autoriteit Financiële Markten (“AFM”) in the Netherlands and operating on the basis of a European passport. In certain EEA coun tries, 
information is, where permitted, presented by PGIM Limited in reliance of provisions, exemptions or licenses available to PGIM Limited under 
temporary permission arrangements following the exit of the United Kingdom from the European Union. These materials are issued by PGIM 
Limited and/or PGIM Netherlands B.V. to persons who are professional clients as defined  under the rules of the FCA and/or to persons who 
are professional clients as defined in the relevant local implementation of Directive 2014/65/EU (MiFID II). In certain countries in Asia-Pacific, 
information is presented by PGIM (Singapore) Pte. Ltd., a Singapore investment manager registered with and licensed by the Monetary 
Authority of Singapore. In Japan, information is presented by PGIM Japan Co. Ltd., registered investment adviser with the Japanese Financial 
Services Agency. In South Korea, information is presented by PGIM, Inc., which is licensed to provide discretionary investment management 
services directly to South Korean investors. In Hong Kong, information is provided by PGIM (Hong Kong) Limited, a regulated entity with the 
Securities & Futures Commission in Hong Kong to professional investors as defined in Section 1 of Part 1 of Schedule 1 (paragraph (a) to (i) 
of the Securities and Futures Ordinance (Cap.571). In Australia, this information is presented by PGIM (Australia) Pty Ltd (“PGIM Australia”) 
for the general information of its “wholesale” customers (as defined in the Corporations Act 2001). PGIM Australia is a representative of PGIM 
Limited, which is exempt from the requirement to hold an Australian Financial Services License under the Australian Corporations Act 2001 in 
respect of financial services. PGIM Limited is exempt by virtue of its regulation by the FCA (Reg: 193418) under the laws of the United Kingdom 
and the application of ASIC Class Order 03/1099. The laws of the United Kingdom differ from Australian laws. In South Africa, PGIM, Inc. is 
an authorised financial services provider – FSP number 49012.  In Canada, pursuant to the international adviser registration exemption in 
National Instrument 31-103, PGIM, Inc. is informing you of that: (1) PGIM, Inc. is not registered in Canada and is advising you in reliance upon 
an exemption from the adviser registration requirement under National Instrument 31-103; (2) PGIM, Inc.’s jurisdiction of residence is New 
Jersey, U.S.A.; (3) there may be difficulty enforcing legal rights against PGIM, Inc. because it is resident outside of Canada and all or 
substantially all of its assets may be situated outside of Canada; and (4) the name and address of the agent for service of process of PGIM, 
Inc. in the applicable Provinces of Canada are as follows: in Québec: Borden Ladner Gervais LLP, 1000 de La Gauchetière Street West, Suite 
900 Montréal, QC H3B 5H4; in British Columbia: Borden Ladner Gervais LLP, 1200 Waterfront Centre, 200 Burrard Street, Vancouver, BC 
V7X 1T2; in Ontario: Borden Ladner Gervais LLP, 22 Adelaide Street West, Suite 3400, Toronto, ON M5H 4E3; in Nova Scotia: Cox & Palmer, 
Q.C., 1100 Purdy’s Wharf Tower One, 1959 Upper Water Street, P.O. Box 2380 - Stn Central RPO, Halifax, NS B3J 3E5; in Alberta: Borden 
Ladner Gervais LLP, 530 Third Avenue S.W., Calgary, AB T2P R3. 

These materials are for informational or educational purposes only.  The information is not intended as investment advice and is not 
a recommendation about managing or investing assets.  In providing these materials, PGIM is not acting as your fiduciary. Clients 
seeking information regarding their particular investment needs should contact their financial professional.  These materials represent 
the views and opinions of the author(s) regarding the economic conditions, asset classes, securities, issuers or financial instruments referenced 
herein.  Distribution of this information to any person other than the person to whom it was originally delivered and to such person’s advisers 
is unauthorized, and any reproduction of these materials, in whole or in part, or the divulgence of any of the contents hereof, without prior 
consent of PGIM is prohibited.  Certain information contained herein has been obtained from sources that PGIM believes to be reliable as of 
the date presented; however, PGIM cannot guarantee the accuracy of such information, assure its completeness, or warrant such information 
will not be changed.  The information contained herein is current as of the date of issuance (or such earlier date as referenced herein) and is 
subject to change without notice.  PGIM has no obligation to update any or all of such information; nor do we make any express or implied 
warranties or representations as to the completeness or accuracy or accept responsibility for errors.  These materials are not intended as an 
offer or solicitation with respect to the purchase or sale of any security or other financial instrument or any investment management services 
and should not be used as the basis for any investment decision.  No liability whatsoever is accepted for any loss (whether direct, indirect, or 
consequential) that may arise from any use of the information contained in or derived from this report. PGIM and its affiliates may make 



 

investment decisions that are inconsistent with the recommendations or views expressed herein, including for proprietary accounts of PGIM or 
its affiliates. Any projections or forecasts presented herein are as of the date of this presentation and are subject to change without notice.  The 
opinions and recommendations herein do not take into account individual client circumstances, objectives, or needs and are not intended as 
recommendations of particular securities, financial instruments or strategies to particular clients or prospects.  No determination has been made 
regarding the suitability of any securities, financial instruments or strategies for particular clients or prospects.  For any securities or financial 
instruments mentioned herein, the recipient(s) of this report must make its own independent decisions.  
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