
Why wait? Four reasons to consider 
short-term fixed-income funds
As committed long-term investors, we also recognise the importance of thinking shorter-term sometimes. Higher interest rates 
and market volatility mean short-term fixed-income funds can serve as an important tool for investors seeking stability and 
relatively easy access to liquidity in a potentially lower risk setting.

In response to higher inflation, central banks have been raising 
interest rates  – in Europe to their highest since before the global 
financial crisis. Short-term fixed-income fund rates track interest rates 
and so have risen too – also to their highest in years1:

– Money market funds capture the benefit of rising rates through 
constant re-investment in funds as they mature.

– Floating rate notes, another short-term fixed-income tool, benefit 
as coupon payments are linked to money market rates.

In other words, higher rates mean higher potential returns for 
investors. And there is still uncertainty about whether central banks 
have reached peak interest rates yet.

Bank deposits generally provide investors less return than money 
market funds. That's because banks have been slow to adjust interest 
rates on deposit accounts to preserve their interest rate margins. See 
exhibit below.

1 . Potential returns are rising in line with money market rates

Euro zone money market rates vs bank deposit rates for new business (in %)

2. Parking cash in bank accounts may be less rewarding

1. Source: Statistical Data Warehouse, European Central Bank. Data as at March 2023. Source: Statistical Data Warehouse, European Central Bank. Data as at March 2023.
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Putting money in a single bank account may pose a concentration 
risk. In contrast, short-term fixed income funds offer broader 
diversification and can invest in:

– Money market instruments – for example, certificates of deposits 
generally issued by banks offering a fixed term before money can 
be withdrawn and commercial paper issued by banks and 
corporates.

– Government debt securities.
– Corporate bonds – both short-dated fixed rate bonds and floating 

rate notes.

Higher yield potential: in recent months, shorter-term bonds are 
yielding more than longer-term bonds (ie, the yield curve is inverted). 
That’s because central banks have been raising short-term interest 
rates in a bid to contain inflation.

Volatility hedge: thanks to lower interest rate sensitivity, shorter 
maturities may be able to help shield investors from higher volatility 
amid uncertainty about the future path of monetary policy.

3. Short-term fixed income funds may provide diversification 4. Shorter maturity instruments may offer attractive reward

https://www.allianzgi.com/en/insights/outlook-and-commentary/back-to-bonds
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Investing involves risk. The value of an investment and the income from it will fluctuate and investors may not get back the principal invested. Past performance is not indicative of future 
performance. This is a marketing communication. It is for informational purposes only. This document does not constitute investment advice or a recommendation to buy, sell or hold any security and 
shall not be deemed an offer to sell or a solicitation of an offer to buy any security.

The views and opinions expressed herein, which are subject to change without notice, are those of the issuer or its affiliated companies at the time of publication. Certain data used are derived from 
various sources believed to be reliable, but the accuracy or completeness of the data is not guaranteed and no liability is assumed for any direct or consequential losses arising from their use. The 
duplication, publication, extraction or transmission of the contents, irrespective of the form, is not permitted.

This material has not been reviewed by any regulatory authorities. In mainland China, it is for Qualified Domestic Institutional Investors scheme pursuant to applicable rules and regulations and is for 
information purpose only. This document does not constitute a public offer by virtue of Act Number 26.831 of the Argentine Republic and General Resolution No. 622/2013 of the NSC. This 
communication's sole purpose is to inform and does not under any circumstance constitute promotion or publicity of Allianz Global Investors products and/or services in Colombia or to Colombian 
residents pursuant to part 4 of Decree 2555 of 2010. This communication does not in any way aim to directly or indirectly initiate the purchase of a product or the provision of a service offered by 
Allianz Global Investors. Via reception of his document, each resident in Colombia acknowledges and accepts to have contacted Allianz Global Investors via their own initiative and that the 
communication under no circumstances does not arise from any promotional or marketing activities carried out by Allianz Global Investors. Colombian residents accept that accessing any type of 
social network page of Allianz Global Investors is done under their own responsibility and initiative and are aware that they may access specific information on the products and services of Allianz 
Global Investors. This communication is strictly private and confidential and may not be reproduced. This communication does not constitute a public offer of securities in Colombia pursuant to the 
public offer regulation set forth in Decree 2555 of 2010. This communication and the information provided herein should not be considered a solicitation or an offer by Allianz Global Investors or its 
affiliates to provide any financial products in Brazil, Panama, Peru, and Uruguay. In Australia, this material is presented by Allianz Global Investors Asia Pacific Limited (“AllianzGI AP”) and is intended 
for the use of investment consultants and other institutional/professional investors only, and is not directed to the public or individual retail investors. AllianzGI AP is not licensed to provide financial 
services to retail clients in Australia. AllianzGI AP is exempt from the requirement to hold an Australian Foreign Financial Service License under the Corporations Act 2001 (Cth) pursuant to ASIC Class 
Order (CO 03/1103) with respect to the provision of financial services to wholesale clients only. AllianzGI AP is licensed and regulated by Hong Kong Securities and Futures Commission under Hong 
Kong laws, which differ from Australian laws.

This document is being distributed by the following Allianz Global Investors companies: Allianz Global Investors GmbH, an investment company in Germany, authorized by the German Bundesanstalt 
für Finanzdienstleistungsaufsicht (BaFin); Allianz Global Investors (Schweiz) AG; in HK, by Allianz Global Investors Asia Pacific Ltd., licensed by the Hong Kong Securities and Futures Commission; in 
Singapore, by Allianz Global Investors Singapore Ltd., regulated by the Monetary Authority of Singapore [Company Registration No. 199907169Z]; in Japan, by Allianz Global Investors Japan Co., Ltd., 
registered in Japan as a Financial Instruments Business Operator [Registered No. The Director of Kanto Local Finance Bureau (Financial Instruments Business Operator), No. 424], Member of Japan 
Investment Advisers Association, the Investment Trust Association, Japan and Type II Financial Instruments Firms Association; in Taiwan, by Allianz Global Investors Taiwan Ltd., licensed by Financial 
Supervisory Commission in Taiwan; and in Indonesia, by PT. Allianz Global Investors Asset Management Indonesia licensed by Indonesia Financial Services Authority (OJK).
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