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Market Overview

Risk markets posted strong gains in the first quarter, despite rapid shifts in the outlook for 
Federal Reserve (Fed) policy, and two of the largest bank failures in U.S. history. For the 
first time since COVID‑19 variants rattled markets in 2021, bad news was actually good news 
for U.S. Treasury yields, and bonds acted as a hedge. Yields finished the quarter broadly 
lower, driving positive total returns across U.S. income sectors. The Bloomberg U.S. 
Aggregate Index gained 2.96%.

The new year began with a growing sense of confidence that the Fed might soon be able to 
declare success in its fight against inflation. Data released in January showed that the 
headline consumer price index (CPI) fell for a sixth straight month, and that core CPI also 
continued trending lower. The Federal Open Market Committee (FOMC) raised rates at its 
January 31‑February 1 meeting and signaled more increases ahead; however, policymakers 
downshifted to a 0.25% hike.

Then in early February, markets started pricing in a more hawkish Fed in response to 
stronger‑than‑expected economic data and slower progress on inflation. On March 7, in his 
semiannual report to Congress, Fed Chair Jerome Powell said that, “If the totality of the 
data were to indicate that faster tightening is warranted, we would be prepared to increase 
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Calvert’s Approach 
to Responsible Investing

Who We Are
Calvert Research and Management is a 
recognized leader in Responsible Investing. 
Our mission is to deliver superior 
long‑term performance to our clients and 
to enable them to achieve positive impact.

What We Offer
Serving financial advisors and their clients, 
as well as a wide array of institutional 
investors, Calvert’s investment strategies 
feature integrated environmental, social, 
and governance (ESG) research and 
corporate engagement.

Market Excess Return vs Comparable Duration Treasury (%)

Q1 2023 Q4 2022 Q3 2022 Q2 2022 2022 2021
Investment Grade 0.20 2.89 ‑0.33 ‑2.24 ‑1.25 1.61

 Industrials 0.58 3.18 ‑0.29 ‑2.29 ‑1.01 1.88

 Utilities ‑0.08 3.26 ‑0.33 ‑1.98 ‑0.92 1.13

 Financials ‑0.39 2.29 ‑0.41 ‑2.22 ‑1.76 1.20

Securitized ‑0.50 0.97 ‑1.58 ‑0.93 ‑2.14 ‑0.54

 CMBS ‑0.74 ‑0.10 ‑0.26 ‑0.36 ‑1.20 1.05

 ABS ‑0.05 ‑0.20 0.30 ‑0.11 ‑0.30 0.31

 MBS ‑0.50 1.06 ‑1.69 ‑0.98 ‑2.23 ‑0.68

High Yield 1.23 3.06 2.28 ‑7.92 ‑3.71 6.63

Government‑Related 0.17 1.02 ‑0.31 ‑0.67 ‑0.42 0.68

Source: Bloomberg. Past performance is no guarantee of future results.

Calvert Income Fund

The Fund uses a relative value strategy and typically invests at least 65% of its assets in 
investment‑grade U.S. dollar‑denominated debt securities, including bonds issued by U.S. 
corporations, the U.S. government or its agencies, and U.S. government‑sponsored 
enterprises. In conjunction with financial analysis, The Calvert Principles for Responsible 
Investment guide  the investment research process and decision‑making.

Key Takeaways

 ■ Despite the failure of two major banks and a shifting outlook for Fed policy, risk assets 1   
posted strong gains and U.S. fixed‑income markets maintained positive returns in the 
first quarter.

 ■ The Fund outperformed its benchmark, Bloomberg U.S. Credit Index, which returned 
3.45%.

 ■ Sector‑allocation positioning in the Fund was the leading contributor to relative 
performance.

 ■ The Fund’s security selection detracted most from returns relative to the benchmark.

 ■ We are positioning for a slowdown. The Fund maintains a modestly underweight 
interest‑rate duration at the long end of the curve.
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the pace of rate hikes.” His remarks pushed the 2‑year Treasury 
yield above 5% for the first time since 2007.

Just days after Chair Powell’s comments, Silicon Valley Bank (SVB) 
and Signature Bank failed, and Credit Suisse was on the brink of 
collapse. The outlook for Fed policy shifted once again, from 
expectations of additional hikes and no cuts in 2023, to a potential 
pause in March and several cuts by year‑end. Nonetheless, with 
core CPI still elevated and emergency measures containing the 

banking crisis, the FOMC raised rates 0.25% at its March 21‑22 
meeting.

Treasury yields were volatile during the quarter, especially short 
yields given their sensitivity to Fed policy. At quarter‑end, yields on 
Treasurys one year and longer were below where they had started 
the year, leaving the yield curve at historically inverted levels. 
Investment grade credit spreads widened slightly, with higher 
dispersion within the banking sector, while high yield bond spreads 
narrowed.

Performance Review

For the first quarter of 2023, Calvert Income Fund (the Fund) 
outperformed its benchmark, Bloomberg U.S. Credit Index (the 
Index), which returned 3.45%.

Contributors

 ■ The Fund’s sector‑allocation positioning was the largest 
contributor to performance relative to the Index.

 ■ Out‑of‑Index allocations to asset‑backed securities (ABS) and 
mortgage‑backed securities (MBS) were especially beneficial.

 ■ An out‑of‑Index allocation to commercial mortgage‑backed 
securities (CMBS) also enhanced relative returns.

Detractors

 ■ Security selection among investment‑grade corporates was the 
largest detractor from performance relative to the Index.

 ■ The Fund’s slightly shorter‑than‑Index duration and yield‑curve 
positioning further weighed on relative returns.

 ■ An allocation to U.S. Treasurys also detracted.

Performance Attribution vs. Benchmark (in basis points)
Q1 2023 Q4 2022 Q3 2022

Duration ‑3 54 53

Yield Curve ‑3 ‑18 ‑14

Security Selection ‑7 ‑7 ‑5

Asset Allocation 50 ‑96 73

 ABS 28 ‑49 1

 Bank Loan ‑2 1 7

 Cash 2 8 3

 CMBS 6 ‑30 ‑4

 Derivatives ‑11 ‑4 0

 Equity 15 ‑29 7

 Government Related ‑2 19 1

 High Yield 0 28 45

 Investment Grade Credit 1 ‑8 0

 MBS 18 ‑16 15

 Municipals 0 ‑1 0

 TIPS 0 0 0

 U.S. Treasuries ‑4 ‑15 ‑1

Credit Quality (%) 2 

Q1 2023 Q4 2022 Q3 2022
AAA 10% 9% 7%

AA 4% 4% 4%

A 14% 16% 15%

BBB 46% 44% 43%

BB 17% 18% 18%

B 4% 4% 4%

CCC or Lower 2% 2% 2%

Not Rated 7% 6% 7%

Cash ‑4% ‑4% 0%
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Sector Allocation (%)
Q1 2023 Q4 2022 Q3 2022

Investment Grade Credit 54% 54% 52%

CMBS 7% 6% 7%

MBS 11% 10% 8%

Bank Loan 1% 2% 2%

Equity 2% 2% 2%

High Yield 13% 13% 14%

ABS 13% 13% 12%

Treasuries 3% 4% 3%

Cash ‑4% ‑4% 0%

Government Related 0% 0% 0%

Municipals 0% 0% 0%

Derivatives 0% 0% 0%

Top 10 Holdings (%) 3 

Fund
FNMA TBA 30 YR 5 SINGLE FAMILY MORTGAGE 4.63

Bank of America Corp 1.37

FNMA TBA 30 YR 5.5 SINGLE FAMILY MORTGAGE 1.29

United States Treasury Note/Bond 1.14

F&G Annuities & Life Inc 1.14

BAMLL Commercial Mortgage Securities Trust 2019‑BPR 1.08

VMC Finance 2021‑HT1 LLC 1.01

Radian Group Inc 1.00

Toronto‑Dominion Bank 0.97

Morgan Stanley Capital I Trust 2019‑BPR 0.86

Market Outlook

The March bank failures will undoubtedly lead to a further 
contraction in credit, which should have tightening effects similar 
to Fed rate hikes. Additional credit tightening, which could be 
substantial, increases downside risks to U.S. growth. A pause in the 
Fed’s rate‑hiking cycle seems likely, as the lagged effects of past 
rate increases combine with a now‑accelerating credit contraction.

With downside risks elevated and the Fed very close to pausing, 
we believe higher quality, higher duration diversified fixed income 
exposure is now even more attractive — not only as a hedge 
against underperformance of risk assets, but for income 
generation. We have been reducing exposure to lower quality and 
cyclical assets on economic concerns and because spreads in more 
growth‑sensitive areas of the credit markets do not appear priced 
for these risks.

We continued to increase duration during the quarter. Our focus is 
increasingly on the front end to the belly of the curve, as yields 
have more room to fall in that area if downside risks become 
realized or if inflation falls faster than expected. At quarter‑end, the 
Fund had a modest duration underweight at the long end of the 
curve.

We took advantage of recent market volatility to continue 
increasing the Fund’s exposure to agency MBS, with an emphasis 
on higher coupon mortgages, which are less owned by regional 
banks. Volatility also gave us the opportunity to selectively add to 
investment grade corporates. Within investment grade corporates, 
we continue to favor financials over non‑financials. The banking 
crisis has highlighted the strength of U.S. money center banks, 

which the Fund remains overweight given continued attractive 
relative value.

Among ABS, we prefer senior tranches and, at the margin, continue 
to shift away from consumer ABS and toward collateral with 
“commercial” characteristics. Among non‑agency MBS, our focus 
remains on seasoned deals from earlier periods that have benefited 
from strong home price appreciation. Our CMBS exposure is 
concentrated in hospitality, retail, multi‑family and industrial 
properties. We have been cautious on office CMBS for some time, 
and the Fund has maintained limited exposure to the sector. 

We anticipate more volatility as the Fed works to reduce inflation 
without causing a severe recession or another unanticipated 
financial shock. As managers of an active strategy, we can take 
advantage of these dislocations to make shorter‑term tactical 
allocations in the Fund, with the goal of enhancing total returns.
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% Average Annual Returns (as of 03/31/2023)
Q1 YTD 1 Year 3 Years 5 Years 10 Years

A Shares at NAV 3.60 3.60 ‑6.00 1.27 1.69 2.05

I Shares at NAV 3.66 3.66 ‑5.75 1.51 1.94 2.44

A Shares with Max. 3.25% Sales Charge 0.23 0.23 ‑9.03 0.16 1.02 1.71

Benchmark 3.45 3.45 ‑5.31 ‑0.70 1.54 2.18

Benchmark: Bloomberg U.S. Credit Index

Past performance is no guarantee of future results. Investment return and principal value will fluctuate so that shares, when redeemed, may be worth more 
or less than their original cost. Performance is for the stated time period only; due to market volatility, the Fund’s current performance may be lower or higher 
than quoted. For the Fund’s performance as of the most recent month‑end, please refer to eatonvance.com. Returns are historical and are calculated 
by determining the percentage change in net asset value (NAV) with all distributions reinvested. Returns for other classes of shares offered by the Fund are 
different. Performance less than or equal to one year is cumulative. Performance prior to December 31, 2016 reflects the performance of the Fund’s former 
adviser, Calvert Investment Management, Inc. The minimum investment is $1,000 for A Shares and $1,000,000 for I Shares. Minimums may be waived in certain 
situations. Please see the prospectus for additional information.

Fund Facts
A Shares Inception 10/12/1982

I Shares Inception 02/26/1999

Performance Inception 10/12/1982

Class A Expense Ratio  0.91%

Class I Expense Ratio 4   0.66%

 

Portfolio profile subject to change due to active management. Percentages may not total 100% due to rounding.

Index Definitions: The Bloomberg U.S. Credit Index measures the performance of investment‑grade U.S. corporate securities and government‑related bonds 
with a maturity of one year or more. Unless otherwise stated, index returns do not reflect the effect of any applicable sales charges, commissions, expenses, taxes 
or leverage, as applicable. It is not possible to invest directly in an index. Historical performance of the index illustrates market trends and does not represent the 
past or future performance of the fund.
1 Risk asset is a term broadly used to describe any security that is not a risk‑free asset like a high‑quality U.S. government bond. A risk market refers to these assets. 
 2Ratings are based on Moody’s, S&P or Fitch, or Kroll for securitized debt instruments only (such as asset‑backed securities and mortgage‑backed securities), 
as applicable. If securities are rated differently by the ratings agencies, the highest rating is applied. Ratings, which are subject to change, apply to the 
creditworthiness of the issuers of the underlying securities and not to the Fund or its shares. Credit ratings measure the quality of an issuance based on the 
issuer’s creditworthiness, with ratings ranging from AAA, being the highest, to D, being the lowest based on S&P’s measures. Ratings of BBB or higher by S&P, 
Fitch or Kroll (Baa or higher by Moody’s) are considered to be investment‑grade quality. Credit ratings are based largely on the ratings agency’s analysis at the 
time of rating. The rating assigned to any particular security is not necessarily a reflection of the issuer’s current financial condition and does not necessarily reflect 
its assessment of the volatility of a security’s market value or of the liquidity of an investment in the security. Holdings designated as “Not Rated” are not rated 
by the national ratings agencies stated above.  3Percent of total net assets. Top 10 Holdings excludes cash and equivalents. Portfolio profile subject to change due 
to active management. Percentages may not total 100% due to rounding.  4Source: Fund prospectus.

RISK CONSIDERATIONS The value of investments held by the Fund may increase or decrease in response to economic, and financial events (whether real, 
expected or perceived) in the U.S. and global markets. As interest rates rise, the value of certain income investments is likely to decline. Investments in debt 
instruments may be affected by changes in the creditworthiness of the issuer and are subject to the risk of non‑payment of principal and interest. The value 
of income securities also may decline because of real or perceived concerns about the issuer’s ability to make principal and interest payments. Mortgage‑ and 
asset‑backed securities are subject to credit, interest rate, prepayment and extension risk. U.S. Treasury securities generally have a lower return than other 
obligations because of their higher credit quality and market liquidity. While certain U.S. Government‑sponsored agencies may be chartered or sponsored by acts 
of Congress, their securities are neither issued nor guaranteed by the U.S. Treasury. Investments rated below investment grade (sometimes referred to as “junk”) 
are typically subject to greater price volatility and illiquidity than higher rated investments. Investing primarily in responsible investments carries the risk that, 
under certain market conditions, the Fund may underperform funds that do not utilize a responsible investment strategy. The Fund is exposed to liquidity risk 
when trading volume, lack of a market maker or trading partner, large position size, market conditions, or legal restrictions impair its ability to sell particular 
investments or to sell them at advantageous market prices. The impact of the coronavirus on global markets could last for an extended period and could 
adversely affect the Fund’s performance. No fund is a complete investment program and you may lose money investing in a fund. The Fund may engage in other 
investment practices that may involve additional risks and you should review the Fund prospectus for a complete description. 

The views and opinions and/or analysis expressed are those of the author or the investment team as of the date of preparation of this material and are subject 
to change at any time without notice due to market or economic conditions and may not necessarily come to pass. Furthermore, the views will not be updated 
or otherwise revised to reflect information that subsequently becomes available or circumstances existing, or changes occurring, after the date of publication. 
The views expressed do not reflect the opinions of all investment personnel at Morgan Stanley Investment Management (MSIM) and its subsidiaries and affiliates 
(collectively the “Firm”) or the views of the firm as a whole, and may not be reflected in all the strategies and products that the Firm offers.

Forecasts and/or estimates provided herein are subject to change and may not actually come to pass.  Information regarding expected market returns and market 
outlooks is based on the research, analysis and opinions of the authors or investment team. These conclusions are speculative in nature, may not come to pass 
and are not intended to predict the future performance of any specific strategy or product the Firm offers. Future results may differ significantly depending 
on factors such as changes in securities or financial markets or general economic conditions.

This material has been prepared on the basis of publicly available information, internally developed data and other third‑party sources believed to be reliable. 
However, no assurances are provided regarding the reliability of such information and the Firm has not sought to independently verify information taken from 
public and third‑party sources.
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This material is a general communication, which is not impartial and all information provided has been prepared solely for informational and educational purposes 
and does not constitute an offer or a recommendation to buy or sell any particular security or to adopt any specific investment strategy. The information herein 
has not been based on a consideration of any individual investor circumstances and is not investment advice, nor should it be construed in any way as tax, 
accounting, legal or regulatory advice. To that end, investors should seek independent legal and financial advice, including advice as to tax consequences, before 
making any investment decision.

Charts and graphs provided herein are for illustrative purposes only. Past performance is no guarantee of future results.

The indexes are unmanaged and do not include any expenses, fees or sales charges. It is not possible to invest directly in an index. Any index referred to herein 
is the intellectual property (including registered trademarks) of the applicable licensor. Any product based on an index is in no way sponsored, endorsed, sold 
or promoted by the applicable licensor and it shall not have any liability with respect thereto.

Calvert is part of Morgan Stanley Investment Management. Morgan Stanley Investment Management is the asset management division of Morgan Stanley.

Please consider the investment objectives, risks, charges and expenses of the funds carefully before investing. The prospectuses contain 
this and other information about the funds. To obtain a prospectus for the Calvert Funds please download one at https://www.calvert.com/
our‑funds.php or contact your financial professional. Please read the prospectus carefully before investing.


