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U.S. Treasury yields ended the second quarter up, and volatility in interest rates and credit spreads increased due to the Iran war. The 
Global X Investment Grade Corporate Bond ETF (GXIG) underperformed the benchmark Bloomberg U.S. Corporate Index in sector 
allocation, yield curve positioning, and security selection. 

 

The performance data quoted represents past performance and does not guarantee future results. Investment return and principal 
value of an investment will fluctuate so that an investor’s shares, when sold or redeemed, may be worth more or less than their original 
cost. Current performance may be higher or lower than the performance quoted. For performance data current to the most recent 
month- or quarter-end, please click here. Total expense ratio: 0.15%. Inception date: 6/16/25. 
 

Market Review  

The Bloomberg U.S. Corporate Index recorded a return of 1.40% in the second quarter. Despite the rise in U.S. Treasury yields driven 
by heightened inflation expectations from higher oil prices, the tightening of credit spreads offset this, resulting in solid returns. 

Although more than a month had passed since the outbreak of the Iran war, the second quarter began with the conflict still unresolved, 
and the war appeared to drag on longer than expected. As high oil prices persisted and both U.S. Consumer and Producer Price 
Inflation (CPI and PPI) came in elevated, inflation concerns intensified and U.S. Treasury yields continued to rise through mid-May. 
However, after mid-May, expectations for a ceasefire negotiation grew, and Treasury yields reversed to a downward trend. As an initial 
ceasefire agreement was reached in mid-June, the decline in U.S. Treasury yields was extended. Nevertheless, they did not fully 
retrace the yield increases seen in April and May. 

During the same period, the U.S. Investment Grade (IG) option-adjusted spread tightened by 15 basis points (bps), with most of the 
tightening occurring in April and May.1 Several factors had a positive effect in the second quarter: concerns related to private credit 
eased; U.S. corporate first-quarter earnings significantly exceeded expectations; hyperscalers such as Google and Amazon diversified 
their funding by issuing bonds in currencies other than the dollar and conducting equity offerings; and expectations for a ceasefire 
negotiation increased. In June, when the initial ceasefire agreement was reached, credit spreads widened slightly. 

 

Fund Performance and Attribution  

During the period, the fund underperformed the Bloomberg U.S. Corporate Index by 17bps based on NAV returns, recording 
underperformance of 2bps in yield curve positioning, 11bps in sector allocation, and 4bps in security selection. 

Treasury yields ended the second quarter up, and the fund's slightly overweight duration detracted 2bps from performance in yield 
curve positioning. In addition, holding a certain proportion of U.S. Treasuries in an environment of tightening credit spreads had a 
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negative impact on sector allocation. On the security selection side, although some long-dated BBB-rated bonds outperformed, the 
underperformance of long-dated bonds in the Communications sector, combined with transaction costs, resulted in a slight 
underperformance. 

Specifically, Comcast, which had spin-off news, and Meta Platforms and Google, which faced concerns over overinvestment and bond 
supply, underperformed in security selection. 

During the second quarter, the fund avoided private credit-related risks while reducing its exposure to names in the Consumer Non-
Cyclical and Capital Goods sectors, which were viewed as having expensive valuations. It also reduced its exposure to U.S. Treasuries. 
On the other hand, the fund increased its exposure to names in the Technology and Communications sectors, where spreads had 
widened significantly despite no major issues with fundamentals. 

 

Holdings are subject to change. 

 

Outlook  

The U.S. and Iran reached a ceasefire memorandum of understanding (MOU) in mid-June, and oil prices fell significantly. However, 
geopolitical tensions rose in July, with the two countries resuming attacks. Nevertheless, considering the interests of both parties, we 
believe there is a high likelihood that it will lead to an end to the war one way or another, and oil prices are unlikely to rise significantly 
higher. While the easing of oil prices and the war issue would likely be favorable for U.S. Treasury yields, the large U.S. fiscal deficit, 
the Federal Reserve's shift toward a hawkish stance, and the weakening of U.S. dollar hegemony are unfavorable for Treasury yields. 
Therefore, for the time being, we expect U.S. Treasury yields to fluctuate around current levels rather than falling or rising significantly. 

The U.S. IG option-adjusted spread returned to very tight levels, below 76bps as of June 30th.2 The fundamentals and earnings of U.S. 
corporates remain solid, supporting the tight credit spreads. However, the continued large-scale bond supply centered on hyperscalers 
is negative for supply-demand dynamics, and we believe that it is likely to lead to a widening of credit spreads. That said, fund inflows 
continued on the back of demand for high yields, and second-quarter earnings are also expected to be solid, so we expect the extent of 
spread widening to be limited. 

The fund has been reducing the degree of its duration overweight and plans to keep duration close to neutral. The fund is expected to 
reduce its exposure to sectors and names that could be significantly affected by bond supply, while continuing attempting to identify and 
invest in undervalued securities. The fund will selectively avoid issuers where credit spreads are expected to widen due to idiosyncratic 
risks. The fund’s investment strategy and models will be monitored in an effort to flexibly adapt to changes in macroeconomic 
conditions and market dynamics, and positioning can be adjusted quickly if needed. 

 

Related ETFs  

GXIG – Global X Investment Grade Corporate Bond ETF 

Click the fund name above to view current performance and holdings. Holdings are subject to change. Current and future holdings are 
subject to risk.  

Footnotes 

1. Bloomberg LP. Data as of June 30, 2026. ICE BofA US Corporate Index Option-Adjusted Spread. 
2. Federal Reserve Bank of St. Louis. Data as of June 30, 2026. ICE BofA US Corporate Index Option-Adjusted Spread.  
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Glossary 

Duration: Duration is a measure of the sensitivity of the price of a fixed-income investment to a change in interest rates. Duration is expressed in years. 
Bloomberg U.S. Corporate Index: The index measures the investment grade, fixed-rate, taxable corporate bond market. It includes USD-denominated 
securities publicly issued by U.S. and Non-U.S. industrial, utility, and financial issuers. The index includes only securities with a minimum par amount 
outstanding of $300 million and at least one year remaining to final maturity, thereby excluding less liquid securities from the index. 
Spreads: Refer to the additional yield investors demand to hold an asset over government bonds, such as U.S. Treasuries, and may widen or narrow as 
market conditions and perceived risks change. 
Option-adjusted spread (OAS): A measure of the extra yield an investor earns from a bond or bond fund compared with a risk-free investment, after 
accounting for any embedded options that could affect future cash flows. 
ICE BofA US Corporate Index: Tracks the performance of U.S. dollar-denominated, investment-grade corporate debt publicly issued in the U.S. 
domestic market. 
Credit Rating: Ratings are measured on a scale that generally ranges from AAA (highest) to D (lowest). 
 
 

 

This material represents an assessment of the market environment at a specific point in time and is not intended to be a forecast of future 
events, or a guarantee of future results. This information should not be relied upon by the reader as research or investment advice regarding the 
funds or any stock in particular.  

Investing involves risk, including the possible loss of principal. The Funds are subject to certain principal risks, including Market Risk; 
Cybersecurity Risk; Operational Risk; Risks associated with Exchange-Traded Funds, including Authorized Participants Concentration Risk, 
Large Shareholder Risk, Listing Standards Risk, Market Trading Risks and Premium/Discount Risks; Trading Halt Risk; and Valuation Risk. 

GXIG is also subject to Active Management Risk; Bond Investment Risk; Callable Debt Risk; ETF Investment Risk; Inflation-Indexed Securities 
Tax Risk; Inflation-Linked Bonds Investment Risk; Non-U.S. Agency Debt Risk; Senior Loans Investment Risk; U.S. Treasury Obligations Risk; 
Variable and Floating Rate Securities Risk; Zero-Coupon Bond Risk; Capital Controls and Sanctions Risk; Credit Risk; Custody Risk; Extension 
Risk; Focus Risk; Foreign Securities Risk; Risk of Investing in Developed Markets and the United States; High Yield Securities Risk; Income 
Risk; Interest Rate Risk; International Closed Market Trading Risk; Issuer Risk; Models and Data Risk; New Fund Risk; Non-Diversification Risk; 
Prepayment Risk; and Turnover Risk.  

Fixed income securities are subject to loss of principal during periods of rising interest rates. International investments may involve risk of capital 
loss from unfavorable fluctuation in currency values, from differences in generally accepted accounting principles or from economic or political 
instability in other nations. 

GXIG’s investment process is expected to be dependent on quantitative and AI-driven models and the models may not perform as intended. 
Errors in the models may occur from time to time and may not be identified and/or corrected for a period of time or at all, which may have an 
adverse impact on the Fund.  

GXIG is actively managed, which could increase its transaction costs (thereby lowering its performance) and could increase the amount of taxes 
you owe by generating short-term gains, which may be taxed at a higher rate. 

Shares of ETFs are bought and sold at market price (not NAV) and are not individually redeemed from the Fund. Brokerage commissions will 
reduce returns. The market price returns are based on the official closing price of an ETF share or, if the official closing price isn’t available, the 
midpoint between the national best bid and national best offer (“NBBO”) as of the time the ETF calculates current NAV per share, and do not 
represent the returns you would receive if you traded shares at other times. NAVs are calculated using prices as of 4:00 PM ET. 

Carefully consider the Fund’s investment objectives, risks, and charges and expenses before investing. This and other information 
can be found in the Fund’s summary or full prospectuses, which may be obtained at globalxetfs.com. Please read the prospectus 
carefully before investing. 

Global X Management Company LLC serves as an advisor to Global X Funds. The Funds are distributed by SEI Investments Distribution Co. 
(SIDCO), which is not affiliated with Global X Management Company LLC or Mirae Asset Global Investments.  
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