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Rapid Rebounds: The Swift Dynamics  

of Credit Spreads and Volatility 
At the start of the month, a convergence of factors drove the VIX higher and 
significantly widened corporate credit spreads. However, since then, we have nearly 
reversed those movements. While this brief piece doesn't explore the specifics of the 
events that triggered the volatility, the recent non-farm payroll report has largely been 
held responsible. Our in-depth analysis of recent U.S. labor market developments can be 
found here. 

 

Investment grade spreads initially widened by 18 basis points, and high yield spreads by 
67 basis points. Yet, almost as quickly as they widened, spreads have rebounded—
investment grade has retraced all but 2 basis points, and high yield has not only 
recovered but surpassed the original widening, trading 2 basis points tighter (as of 
August 19, 2024). This entire process unfolded in less than three weeks. 

 

 

 

 

 

 

 

https://smithcapitalinvestors.com/wp-content/uploads/2024/08/SCI00493-The-U.S.-Labor-Market-United-The-Market-and-The-Fed-A-shift-from-Inflation-Website-Post-V3-8.6.2024.pdf
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In the context of historical spread movements, these shifts were remarkable not for 
their magnitude but for the rapidity of both the selloff and the subsequent recovery. 
We've observed this increasing trend over the years along with a series of mini cycles. 
The speed and volume of these market events seems to trigger an acceleration of 
capital flow and high levels of uncertainty.  

 

These environments, marked by frequent and sharp spikes in volatility, remind us of the 
importance of an active fixed income strategy that emphasizes adaptability and 
proactive preparation. We remain in a defensive position with a focus on liquidity across 
our strategies. 
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Let’s keep talking! 
 

Smith Capital Investors 
 

Our mailing address is: 
Smith Capital Investors   

1430 Blake Street 
Denver, CO 80202 

303-597-5555 
833-577-6484 

info@smithcapitalinvestors.com 

www.smithcapitalinvestors.com 
 
The opinions and views expressed are as of the date published and are subject to change without notice. Information 
presented herein is for discussion and illustrative purposes only and should not be used or construed as financial, legal, 
or tax advice, and is not a recommendation or an offer or solicitation to buy, sell, or hold any security, investment 
strategy, or market sector. No forecasts can be guaranteed. Any investment or management recommendation in this 
document is not meant to be impartial investment advice or advice in a fiduciary capacity and is not tailored to the 
investment needs of any specific individual or category of individuals. Opinions and examples are meant as an 
illustration of broader themes, are not an indication of trading intent, and are subject to change at any time due to 
changes in the market or economic conditions. There is no guarantee that the information supplied is accurate, 
complete, or timely, nor are there any warranties concerning the results obtained from its use. It is not intended to 
indicate or imply that any illustration/example mentioned is now or was ever held in any portfolio.  
 
Past performance is no guarantee of future results. Investing in a bond market is subject to risks, including market, 
interest rate, issuer, credit, inflation, default, and liquidity risk. The bond market is volatile. The value of most bonds and 
bond strategies are impacted by changes in interest rates. The return of principal is not guaranteed, and prices may 
decline if an issuer fails to make timely payments or its credit strength weakens. High yield or “junk” bonds involve a 
greater risk of default and price volatility and can experience sudden and sharp price swings.   
 
Please consider the charges, risks, expenses, and investment objectives carefully before investing. Please see a 
prospectus, or, if available, a summary prospectus containing this and other information. Read it carefully before you 
invest or send money. Investing involves risk, including the possible loss of principal and fluctuation of value. 
 
This material may not be reproduced in whole or in part in any form, or referred to in any other publication, without 
express written permission from Smith Capital Investors. 
 
Smith Capital Investors, LLC is a registered investment adviser.   
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