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Inflation, Bond Market, Treasury Yields and Interest Rates 

 

Bonds had a terrible year and the bond market had one of its worst years ever. The total return of 

the Bloomberg Aggregate Bond Market Index (which dates back to 1976) of -13% in 2022 was 

far and away the worst loss ever for this total bond market index. For those with S&P U.S. 

Treasury Bonds, the return was -10.7% in 2022. (Source:cnn.com, 12/30/22) 

 

Bonds are often a good diversification option for a conservative, balanced portfolio, as they are 

typically considered more stable than stocks. However, bond investing, particularly when 

considering individual bonds, can be tricky. The window of opportunity to get lower risk, higher 

yielding bonds could be short-live if the Fed’s feel the need to cut rates to prevent a recession. 

Keep in mind, bond prices and interest rates move in the opposite direction. Should the Fed 

decide to do a reversal and cut rates, the opportunity for this strategy could expire. Also, please 

remember, while diversification in your portfolio can help you reach your goals, it does not 

ensure a profit or guarantee against loss. 

 

During 2022, Americans saw seven federal interest rate increases. In their efforts to use interest 

rate increases to lower inflation, the Fed ended a decade of historically low interest rates and 

raised rates twice in the fourth quarter of 2022. In November, rates increased 0.75% for a target 

rate range of 3.75 – 4.00%. Then, as planned, the Fed again raised rates at the December 

meeting. However, because inflation started to show potential signs of slowing down in the 

months prior, the Fed raised it by only 50 basis points, to a range of 4.25 – 4.50%. This marked a 

4.25% total rate increase in 2022, the fastest upward cycle of interest rates in history. 

 

Fed Chair Jerome Powell suggested that in 2023 we may not see as sharp a rate of increases as in 

2022, but he cautioned that “It’s very premature in my view to think about or be talking about 

pausing our rate hikes.” At their December meeting, the FOMC shared their economic 

projections that pointed to a possible interest rate range of 4.75 – 5.75% in 2023. "It's not as 

important how fast we go," Powell stated, "Our focus right now is really on moving our policy 

stance to one that is restrictive enough to ensure a return of inflation to our 2% goal over time." 

(Source:reuters.com, 12/14/22) 

 

Results for U.S. inflation peaked in the fourth quarter and both headline and core Consumer 

Price Index (CPI) readings showed significant year-over-year declines to close out the year. The 

annual U.S. inflation rate for the 12-month period ending November 2022 was 7.1%, down 2% 

from June’s 12-month period high of 9.1%. This denoted progress in the Fed’s fight to slow the 

rate of inflation down. (Source: usinflationcalculator.com)  


