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For at least the past 15 years, the most
important thing for them to know on
almost any given day was what rate
setters might be thinking. When some
piece of economic news was clearly good,
such as higher-than-expected jobs
growth, it was basically a coin flip
whether the S&P 500 would rise or fall.

Good news could be bad news if it
increased the odds of a hike, which was
seen as a drag on stock prices—especially

rate-sensitive tech companies.

Sometimes the economic tea leaves were
hard to read, but loose-lipped Fed
officials left little to chance. By the time
decision day came around, it was a

foregone conclusion.

The Fed's late July meeting when it held

rates steady, Kevin Warsh's first as chair,

MAWIP & 8 2uF:R (EMHER) » RESEHERD 27



Two Money Lovers BIFEEHEME 2026.09

wasn't like that. Many bond traders

werebetting on a hike and were wrong.

Warsh's clumsy explanation played a role
in pushing up longer-term interest rates
set by the bond market. On Monday, the
10-year Treasury note's yield crossed 5%,
hitting its highest intraday level since
2007.

That benchmark, not the overnight rate
decided by human beings at the Fed, is
what really matters to stock prices and to
home buyers. Doubts about how
committed Fed rate setters are to tackling
inflation have hurt the central bank's
sway over the bond market. The market
reaction to leaving rates unchanged again

could be a repeat of July, or worse.

“There’ s something about Kevin Warsh
that Tdon’ tfully trust,” said Jeffrey
Gundlach, probably the world” s most
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influential bond fund manager, on

apodcast last week.

Gundlach, chief investment officer at
DoubleLine Capital, said that he “would
expect long-term interest rates to rise
fairly significantly in the aftermath” of a

decision to hold rates steady.

That would be a far bigger surprise than
last time around, in no small part
because of Warsh’ s tough talk on
inflation at a gathering of central bankers
last month. The market-implied chance
of a hike was one-third in mid-August
and two-thirds after his speech,
according to CME FedWatch. It’ s now
95%.

Meanwhile, the gap between the 2-year
Treasury note’ syield and the Fed’ s
overnight rate widened to a multiyear

high Monday. That usually suggests the
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bond market expects a rate increase,
andthis time it pencils in at least one

morequarter-point increase soon.

A vocal objection to a hike tomorrow
might come from President Trump, who
appointed Warsh and wants him to cut
rates. But, like they say, “be careful

what you wish for.”

One or two rate increases will hardly
affect Main Street, or Wall Street for that

matter.

An out-of-control Treasury market sure

would.
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The 10-year Treasury yield hit 5%, but
advisers say fixed income still has a

place in a diversified portfolio

Veronica Dagher + Ashlea Ebeling | WSJ 353ZHR | 2026.09.14 | [R5
A Guide to Owning Bonds When They Are Selling Off
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A global bond market rout pushed the

fREERER

10-year Treasury yield to 5% for the first
time since 2023, but it doesn’ t erase the
value of fixed income in a diversified

portfolio.

For those thinking of buying, the market
ructions have made bond yields more
attractive, financial advisers say. Over
80% of the global bond market now yields
above 4%, according to BlackRock. The
asset manager says the average yield in a
bond portfolio it tracks has more than

doubled from five years earlier.

Still, money managers say they are
struggling to get their clients to deploy
cash into the bond market. Individual
investors have been holding more than $3

trillion in money-market funds. Many
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investors also have high concentrationsof
their portfolios in stocks because ofthe

long bull market.

“People are getting used to phenomenal
returns in stocks so they’ re likely
overallocated to stocks, and the time to
buy bonds is now to rebalance,” said
Allan Roth, a financial planner in

Colorado Springs, Colo.

Investors can now earn a decent income
without reaching far out on the yield
curve or taking on too much credit risk.
Bond returns are likely to best inflation
now, Roth said, and with Treasury
inflation-protected securities, or TIPS,
you’ re guaranteed to beat inflation

today, he said.

Scott Boyles, a financial planner in
Austin, Texas, says the primary mistake

investors make is expecting bond prices

MAWIP & 8 2uF:R (EMHER) » RESEHERD 44



Two Money Lovers BIFEEHEME 2026.09

to remain static. But even with the
priceswings, fixed income generates
income,provides diversification and

offerspredictability for future cash needs.

“Bonds shouldn’ t necessarily be judged
by whether they’ re green or red
today,” Boyles said. “They should be
judged by whether they’ re doing the job

they were purchased to do.”
What if I’ m retired?

For retirees, bonds can serve as a
liquidity cushion during equity-market
downturns. This buffer allows retirees to
fund living expenses without being

forced to liquidate depressed stocks.

“Bonds are the war chest that you can
use for distributions,” said Chad
Holmes, a financial planner based in

Fairhope, Ala. For example, if an
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investor’ s monthly cash-flow need
is$10,000, Holmes recommends holding
atleast three years’ worth of
withdrawalsin bond funds or other stable

assets.

Investors can also use that war chest to
rebalance, selling stable or appreciating
bondholdings to buy stocks if they are
trading at a discount. However, Holmes
cautions that this strategy works best
with investment-grade bonds that have
minimal risk of default. To manage this
allocation, Holmes uses actively managed
bond ETFs.

The credit quality of the bonds is
important. High-quality debt, such as
U.S. Treasurys and top-rated corporate
bonds, tends to be more stable, which
might help a retiree protect their

portfolio. Junk bonds advertise higher
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payouts, but their prices tend to
plummetalongside stocks during

economicdownturns.

U.S.10-Year Treasury note yield
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What if I’ m younger?
For investors saving for near-term
milestones such as a home down

payment, Mayo recommends

ultra-short-term bond funds so their

MAWIP & 8 2uF:R (EMHER) » RESEHERD 47



Two Money Lovers BIFEEHEME 2026.09

savings don’ t lose value if the
marketdrops. Roth recommends

short-termTreasury bills.

There is a difference between holding
individual bonds and holding bond
funds. An individual bond has a fixed
maturity date, so as long as the issuer
doesn’ t default or call the bond early,
you are contractually guaranteed to
receive 100% of its face value at maturity,
regardless of price fluctuations along the

way.

In contrast, a bond fund is an
open-ended portfolio that continuously
buys and sells bonds to maintain a target
duration, which is a measure of a

bond’ s sensitivity to interest rates.
Because a bond fund never matures as a

single unit, rate spikes can lead to
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prolonged paper losses, or realized

lossesif you sell during a down cycle.

By holding short-duration bonds,
investors can damp overall portfolio
volatility, capture predictable income
and avoid the price swings currently
affecting longer-term debt as rates
fluctuate, said Cameron Willcox, a

financial adviser in New York City.
What if I’ m sitting on paper losses?

Many investors who have held bonds
since 2021 or earlier are sitting on paper
losses. Willcox believes that the worst of
the price decline has likely passed,
though it wasn’ tideal to have been
holding long-term bonds when the
Federal Reserve started raising rates in
2022.
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Investors who are uncomfortable with
ongoing volatility might consider
shortening their portfolio duration rather
than exiting fixed income entirely, said
Willcox. Still, cutting duration locks out
future price gains and leaves investors
vulnerable to earning lower yields if

interest rates fall.

When existing bonds fall in value,
advisers say investors shouldn’ t rush to
sell. Selling at a loss to chase higher rates
can result in lower returns, said Andrew
Van Alstyne, a financial planner in
Waxhaw, N.C. Holding an individual
bond to maturity still locks in its full

principal and interest.

This explanatory article may be
periodically updated. Appeared in the
September 10, 2026, print edition as
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‘Owning Bonds When They Are
SellingOff’
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