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Despite the first two quarters of 2022 bringing the worst US bond market returns since 
1980,1     July delivered a positive beginning for the third quarter. For the month of July, 
the US bond market returned 2.44%, while the global bond market returned 2.55% 
(see Exhibit 1).
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Exhibit 1
Better Half?
Monthly bond market 
returns in 2022

Past performance is not a guarantee of future results.

Source: Bloomberg. 

In USD. Indices are not available for direct investment; therefore, their performance does not reflect the expenses 
associated with the management of an actual portfolio. Bloomberg data provided by Bloomberg.

Even though US interest rates increased significantly during the first two quarters, they 
have quietly decreased from their highs earlier this year. The yield on the 10-year US 
Treasury note peaked at 3.48% in June and then decreased to 2.65% by the end of July. 
Interest rates in the global developed markets have also generally decreased from their 
2022 highs (see Exhibit 2). However, bond yields are still elevated relative to the start of 
the year, contributing to higher expected returns for bond investors.
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Exhibit 2
Rate Card
10-year government bond 
yields (unhedged)

Past performance is not a guarantee of future results.

Source: Bloomberg

Investors who recently shortened the duration of their fixed income allocation because 
they were expecting a continuation of higher interest rates may have missed the positive 
term premium in July. For the month of July, short-term US government bonds returned 
0.42% while the broad US government bond market returned 1.58%. Outside the US, 
short-term government bonds returned 0.69%, while the broad government bond market 
returned 3.11%.2 

Turning to credit, US credit spreads widened during the first two quarters of the year, 
resulting in corporate bonds underperforming government bonds. For example, US 
credit spreads began the year at 87 basis points3  and widened to 148 basis points by 
early July, before stabilizing for the remainder of the month. A widening of credit 
spreads is not a reason to abandon corporate bonds. In fact, wider credit spreads 
indicate larger expected credit premiums. It should be intuitive—higher yields on 
corporate bonds relative to government bonds tend to signal higher expected returns 
for corporate bonds relative to government bonds. And, indeed, credit premiums were 
also positive in July with corporate bonds outperforming government bonds. For 
instance, US intermediate-term corporate bonds returned 2.37%, while US intermediate-
term government bonds returned 1.33%.4  Globally, intermediate-term corporate bonds 
returned 2.71%, while intermediate-term government bonds returned 1.19%.5 

The first seven months of 2022 highlight how difficult it is to predict the future path of 
interest rates. They increased significantly for the first six months of the year and then 
decreased. Credit spreads widened, then stabilized. Furthermore, the positive term and 
credit premiums generated in July illustrate the importance of remaining disciplined, 
with a focus on the appropriate asset allocation, to achieve your long-term goals.
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1. Bloomberg US Aggregate Bond Index.

2. Bloomberg US Government Bond Index 1-3 Years, Bloomberg US Government Bond Index, FTSE World Government Bond Index ex-
US 1-3 Years (hedged to USD), and FTSE World Government Bond Index ex-US (hedged to USD). FTSE fixed income indices © 2022 
FTSE Fixed Income LLC. All rights reserved.

3. Bloomberg US Credit Bond Index Option Adjusted Spread.

4. Bloomberg US Intermediate Government and Corporate Bond Indices.

5. Bloomberg Global Intermediate Government and Corporate Bond Indices.

Basis point (bp): One basis point equals 0.01%.

Credit spread: The yield difference between bonds of similar maturity but different credit quality.

Credit premium: The return difference between bonds of similar maturity but different credit quality.

Term premium: The return difference between bonds with different maturities but similar credit quality.

The information in this material is intended for the recipient’s background information and use only. It is provided in good faith and without 
any warranty or representation as to accuracy or completeness. Information and opinions presented in this material have been obtained or 
derived from sources believed by Dimensional to be reliable and Dimensional has reasonable grounds to believe that all factual information 
herein is true as at the date of this material. It does not constitute investment advice, recommendation, or an offer of any services or products 
for sale and is not intended to provide a sufficient basis on which to make an investment decision. Before acting on any information in this 
document, you should consider whether it is suitable for your particular circumstances and, if appropriate, seek professional advice. It is the 
responsibility of any persons wishing to make a purchase to inform themselves of and observe all applicable laws and regulations. 
Unauthorized reproduction or transmitting of this material is strictly prohibited. Dimensional accepts no responsibility for loss arising from 
the use of the information contained herein.

This material is not directed at any person in any jurisdiction where the availability of this material is prohibited or would subject 
Dimensional or its products or services to any registration, licensing or other such legal requirements within the jurisdiction.

“Dimensional” refers to the Dimensional separate but affiliated entities generally, rather than to one particular entity. These entities are 
Dimensional Fund Advisors LP, Dimensional Fund Advisors Ltd., Dimensional Ireland Limited, DFA Australia Limited, Dimensional Fund 
Advisors Canada ULC, Dimensional Fund Advisors Pte. Ltd, Dimensional Japan Ltd. and Dimensional Hong Kong Limited. Dimensional Hong 
Kong Limited is licensed by the Securities and Futures Commission to conduct Type 1 (dealing in securities) regulated activities only and 
does not provide asset management services.

RISKS
Investments involve risks. The investment return and principal value of an investment 
may fluctuate so that an investor’s shares, when redeemed, may be worth more or less 
than their original value. Past performance is not a guarantee of future results. There is 
no guarantee strategies will be successful.
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UNITED STATES 

Dimensional Fund Advisors LP is an investment advisor registered with the Securities and Exchange Commission.

Investment products: • Not FDIC Insured • Not Bank Guaranteed • May Lose Value
Dimensional Fund Advisors does not have any bank affiliates.

CANADA

These materials have been prepared by Dimensional Fund Advisors Canada ULC. The other Dimensional entities referenced herein are not 
registered resident investment fund managers or portfolio managers in Canada.

This material is not intended for Quebec residents.

Commissions, trailing commissions, management fees, and expenses all may be associated with mutual fund investments. Please read the 
prospectus before investing. Unless otherwise noted, any indicated total rates of return reflect the historical annual compounded total 
returns including changes in share or unit value and reinvestment of all dividends or other distributions and do not take into account sales, 
redemption, distribution, or optional charges or income taxes payable by any security holder that would have reduced returns. Mutual funds 
are not guaranteed, their values change frequently, and past performance may not be repeated.

JAPAN

For Institutional Investors and Registered Financial Instruments Intermediary Service Providers.

This material is deemed to be issued by Dimensional Japan Ltd., which is regulated by the Financial Services Agency of Japan and is 
registered as a Financial Instruments Firm conducting Investment Management Business and Investment Advisory and Agency Business.

Dimensional Japan Ltd.
Director of Kanto Local Finance Bureau (FIBO) No. 2683
Membership: Japan Investment Advisers Association

SINGAPORE

This material is deemed to be issued by Dimensional Fund Advisors Pte. Ltd., which is regulated by the Monetary Authority of Singapore and 
holds a capital markets services license for fund management.

This advertisement has not been reviewed by the Monetary Authority of Singapore, and should not be shown to prospective retail investors.

FOR PROFESSIONAL INVESTORS IN HONG KONG

This material is deemed to be issued by Dimensional Hong Kong Limited (CE No. BJE760) (“Dimensional Hong Kong”), which is licensed by 
the Securities and Futures Commission to conduct Type 1 (dealing in securities) regulated activities only and does not provide asset 
management services.

This material should only be provided to “professional investors” (as defined in the Securities and Futures Ordinance [Chapter 571 of the 
Laws of Hong Kong] and its subsidiary legislation) and is not for use with the public. This material is not intended to constitute and does not 
constitute marketing of the services of Dimensional Hong Kong or its affiliates to the public of Hong Kong. When provided to prospective 
investors, this material forms part of, and must be provided together with, applicable fund offering materials. This material must not be 
provided to prospective investors on a standalone basis. Before acting on any information in this material, you should consider whether it is 
suitable for your particular circumstances and, if appropriate, seek professional advice.
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Neither Dimensional Hong Kong nor its affiliates shall be responsible or held responsible for any content prepared by financial advisors. 
Financial advisors in Hong Kong shall not actively market the services of Dimensional Hong Kong or its affiliates to the Hong Kong public.
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