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Market review

Investors turned their attention from the Federal Reserve to tariffs in 
the first quarter in anticipation of President Trump’s tariff plan. In the 
meantime, the final reading for fourth-quarter GDP showed the economy 
grew at a 2.4% annualized pace according to data from the Bureau of 
Economic Analysis, and inflation eased in February, with the consumer-
price index (CPI) climbing 0.2% on a month-over-month basis. The US 
labor market was resilient in March, adding 228,000 jobs, while the 
unemployment rate, which is based on a separate survey, edged up to 
4.2% in March from 4.1% in February.

The Federal Reserve met in March and opted to leave its benchmark 
interest rate unchanged at a range between 4.25% and 4.50%. “We do 
not need to be in a hurry to adjust our policy stance, and we are well-
positioned to wait for greater clarity,” Fed Chair Jerome Powell said at a 
news conference after the meeting.

Interest rates declined on the quarter, led by short- and medium-dated 
tenors, but all benchmark US Treasury yields declined by 20-45 basis 
points (bps). Generally weaker economic data and uncertainty around 
trade policy led to expectations of lower policy rates later in the year, with 
traders forecasting three interest rate cuts in 2025 by quarter end, up 
from slightly fewer than two at the beginning of the year. 

The ICE BofA US 1-3 Year Government & Corporate Index returned 
+1.61% in the quarter. Declining interest rates contributed to index 
performance while index spreads were unchanged. The index yield to 
worst declined during the quarter from 4.43% to 4.12%. Index option-
adjusted spreads for the corporate component of the index finished the 
quarter at 61 bps, 5 bps wider than start-of-the-quarter levels.

Performance review

During the quarter, the US Short Duration strategy outperformed the BofA 
US Corporate and Government 1-3 Year Index, gross and net of fees. The 
strategy benefited from the overweight to credit in the quarter given the 
additional yield generated by these securities relative to the benchmark. 
The portfolio’s modest duration overweight compared to the benchmark 
also contributed to relative returns while credit spread-related impacts 
detracted.

The largest contributor to relative returns was the ex-index allocation to 
commercial mortgage-backed securities. Selection within investment 
grade corporate credit and positioning within government securities and 
interest rate-related derivatives also contributed. Modest detractors 
included the ex-index allocation to asset-backed securities and the 
underweight allocation to emerging markets debt.

US Short Duration

Highlights

• Interest rates declined 
on the quarter with 
generally weaker 
economic data and 
uncertainty around 
trade policy leading to 
expectations for lower 
policy rates later in the 
year.

• The strategy 
outperformed the 
benchmark, gross 
and net of fees, over 
the quarter, with the 
overweight to credit and 
duration contributing to 
returns.

• Market volatility is 
anticipated to continue 
given heightened 
uncertainty around the 
Trump administration’s 
policy objectives and 
potential Federal 
Reserve action.
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In corporates, the largest contributors to relative returns were an overweight allocation not banking and 
selection within consumer non-cyclical and REITs. Detractors included selection in energy, electric, consumer 
cyclical and brokerage/asset managers/exchanges. 

Market Outlook

After the end of the first quarter, President Trump unveiled a slew of tariff rates against the country’s trade 
partners that were significantly more aggressive than the market anticipated. The market response has 
suggested expectations for weaker growth and higher inflation over the next few years, with interest rates 
moving sharply lower and risk assets declining.

Market volatility is anticipated to continue given heightened uncertainty around the Trump administration’s 
policy objectives and potential Federal Reserve action. We maintain a cautious risk stance and will continue to 
manage exposure alongside the evolving outlook.  

US Short Duration Composite

As of 3/31/25 QTD YTD 1 yr 3 yr 5 yr 10 yr Since inception*

Composite - Gross (%) 1.82 1.82 6.30 4.16 4.03 2.92 3.15

Composite - Net (%) 1.76 1.76 6.07 3.93 3.80 2.69 2.91

Benchmark (%) 1.61 1.61 5.65 3.12 1.59 1.74 1.60

Past performance is not indicative of future results. Returns are presented gross and net of management fees and include the reinvestment of all 
income. Returns for period longer than 12 months have been annualized. For comparison purposes, this composite is measured against the ICE BofA US 
Corporate & Government 1-3 Years Index. *Inception date 4/1/2011. 



The following Aegon affiliates are collectively referred 
to herein as Aegon Asset Management: Aegon USA 
Investment Management, LLC (Aegon AM US), Aegon 
USA Realty Advisors, LLC (Aegon RA), Aegon Asset 
Management UK plc (Aegon AM UK), and Aegon 
Investment Management B.V. (Aegon AM NL). Each of 
these Aegon Asset Management entities is a wholly 
owned subsidiary of Aegon Ltd. 

Past performance is not indicative of future results. 
The net of fees performance is time weighted and 
includes the reinvestment of dividends, interest, and 
other earnings, and is calculated net of model fees 
and expenses. The gross of fees performance figures 
do not reflect the deduction of investment advisory 
fees (as described in the firm's ADV, Part 2), and 
other expenses. Cash is included in the calculation 
of performance. The client's return will be reduced by 
the management fees and any other expenses it may 
incur in the management of its investment advisory 
account. The volatility of the performance shown may 
be materially different from the individual performance 
attained by any specific investor. In addition, client 
holdings may differ significantly from the securities 
that comprise the index. It is not possible to invest 
directly in an index, which also does not take into 
account trading commissions and costs. In addition, 
the actual investment advisory fees incurred by the 
client will vary according to the asset classes in the 
account and the size of the account. An individual 
client's actual returns may differ from the results 
shown for reasons such as the timing of investments 
and withdrawals.

This material is to be used for institutional investors 
and not for any other purpose. This communication 
is being provided for informational purposes in 
connection with the marketing and advertising of 
products and services. This material contains current 
opinions of the manager and such opinions are 
subject to change without notice. Aegon AM US is 
under no obligation, expressed or implied, to update 
the material contained herein. This material contains 
general information only on investment matters; it 
should not be considered a comprehensive statement 
on any matter and should not be relied upon as 
such. If there is any conflict between the enclosed 
information and Aegon AM US’ ADV, the Form ADV 
controls. The information contained does not take 
into account any investor's investment objectives, 
particular needs, or financial situation. Nothing in this 
material constitutes investment, legal, accounting or 
tax advice, or a representation that any investment or 
strategy is suitable or appropriate to you. The value of 
any investment may fluctuate. Investors should consult 
their investment professional prior to making an 
investment decision. Aegon AM US is not undertaking 
to provide impartial investment advice or give advice 
in a fiduciary capacity for purposes of any applicable 
federal or state law or regulation. By receiving this 

communication, you agree with the intended purpose 
described above.

Strategies described herein are supported in part 
by investment models and/or other analytical tools. 
These models or tools inform but do not dictate 
investment recommendations. There is no assurance 
that these models or tools will work as intended, 
produce accurate results, or be free from defects, all of 
which could impact investment performance. Models 
or tools may be discontinued or modified for any 
reason and without notice. 

Diversification does not ensure a profit nor guarantee 
against loss.

This document contains "forward-looking statements" 
which are based on the firm's beliefs, as well as 
on a number of assumptions concerning future 
events, based on information currently available. 
These statements involve certain risks, uncertainties 
and assumptions which are difficult to predict. 
Consequently, such statements cannot be guarantees 
of future performance, and actual outcomes and 
returns may differ materially from statements set forth 
herein.

The US dollar is the currency used to express 
performance.

Aegon USA Investment Management, LLC (“AUIM”), 
a wholly owned indirect subsidiary of Aegon Ltd., is 
a US-based investment adviser registered with the 
Securities and Exchange Commission (“SEC”) and part 
of Aegon Asset Management, the global investment 
management brand of Aegon Group. AUIM operates 
under the brand name Aegon Asset Management 
US (“Aegon AM US”) and is a limited liability company 
formed on June 1, 2001 and began managing assets 
on December 1, 2001. The firm definition was revised 
January 1, 2018 to better reflect AUIM's brand name 
and relationship within the global Aegon Asset 
Management organization. 

Aegon AM US claims compliance with the Global 
Investment Performance Standards (GIPS®). Please 
contact Aegon AM US at 877-234-6862 to obtain a 
GIPS Composite Report for the strategy presented in 
this advertisement. GIPS® is a registered trademark 
owned by CFA Institute. CFA Institute does not endorse 
or promote this organization, nor does it warrant the 
accuracy or quality of the content contained herein.

©2025 Aegon Asset Management or its affiliates. All 
rights reserved.
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