
WHY ADD DURATION?

Not insured by FDIC or any federal government agency. May lose value. Not a deposit of or guaranteed by any bank, bank affiliate, or credit union. 

WHERE YOU START OFTEN CORRELATES TO WHERE YOU FINISH

Source: Bloomberg. Bloomberg US Aggregate Bond Index: Measures investment grade, U.S. dollar denominated, fixed-rate taxable bonds, including Treasuries, government related and corporate 
securities, as well as both mortgage- and asset-backed securities. It is not possible to invest directly into an index. Calculations assume dividends and capital gains are reinvested and do not include any 
managerial expenses.

For many investors, intermediate-term bonds may  
appear attractive today, especially in the current yield 
environment. 

Key Takeaways

• Over history, yields at initial investment have been highly correlated with
five-year returns for intermediate-term bonds, which has created attractive
entry opportunities for investors.

• The chart on the right shows there is not much difference between the
subsequent annualized five-year returns found with the Bloomberg US
Aggregate Bond Index and their yield to worst returns. Subsequent
annualized returns are the average returns an investment earns over a
given time period.

Yield to worst measures the lowest yield possible that can be received on a 
bond that does not default. 

Duration measures the price sensitivity of a fixed income investment to 
changes in interest rates. The longer the duration, the more a fixed income 
investment’s price will change when interest rates change. Duration also 
reflects the effect of the timing of when investors receive cash flows.

Correlation is measured by the correlation coefficient, which is a  
measure of the relationship between two variables, ranging from -1 to +1.  
A correlation coefficient of +1 indicates the variables perfectly correlated to 
each other, while a -1 indicates a perfectly inverse relationship. A correlation 
of 0 indicates the variables have no relationship in either direction.
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Bloomberg US Aggregate Bond Index 

Financial Crisis
Event Start Date Yield to Worst

5- Year 
Subsequent Return  

Dot Com Bubble
S&L Crisis

2/29/2008
12/31/2001
7/31/1994

5.52%
5.06%
7.31%

4.49%
5.60%
7.15%

Correlation Coefficient: 0.94

9/29/23 YTW= 5.39%

Yield to Worst and Subsequent Annualized 5-Year Returns • January 1986 to September 2023

AN OPPORTUNITY IN FIXED INCOME
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Mutual funds are subject to market risk, including loss of principal. Past performance is not indicative of future results.

Mutual funds are sold by prospectus. Before investing, consider the funds' investment objectives, risks, charges, and expenses. This and other important information is contained 
in the prospectus. Please visit transamerica.com or contact your financial professional to obtain a prospectus or, if available, a summary prospectus containing this information. 
Please read it carefully before investing.

Fixed income securities are subject to risks including credit risk, interest rate risk, counterparty risk, prepayment risk, extension risk, valuation risk, and liquidity risk. Interest rates may go up, 
causing the value of the Fund’s investments to decline. Changes in interest rates, the market’s perception of the issuers and the creditworthiness of the issuers may significantly affect the  
value of a bond. 

During periods of market disruption (e.g. COVID 19), which may trigger trading halts, the fund’s exposure to the risks described in the prospectus will likely increase. As a result, the value and 
liquidity of the fund’s investments may be negatively affected.

Transamerica Funds are advised by Transamerica Asset Management, Inc. (TAM) and distributed by Transamerica Capital, Inc. (TCI), member of FINRA.  
1801 California St., Suite 5200, Denver, CO 80202.

Ask your financial professional today about the 
important role fixed income mutual funds can play 
in your portfolio.   

 Visit: transamerica.com/mutualfunds

http://www.transamerica.com/mutualfunds

