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• As many expected, the Fed left its target rate unchanged at
the September meeting but did provide more clarity into the
reduction of its balance sheet, which is set to commence in
October at a tempered pace. Rates jumped moderately, as the
majority of the FOMC members point to one more rate hike
in 2017, though longer rates remain comfortably inside yearto-date trading ranges. Economic releases during the month
included positive housing data and an optimistic ISM survey,
which came in two points higher than expectations and is well
into “expansionary” territory, offset by weak retail numbers
(though these were likely skewed by temporary effects from
Hurricanes Harvey and Irma).
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Structured Markets

• After a slow start to the month, ABS new issuance has picked
up significantly, totaling just over $13bn month to date. Autos
have led the ABS primary market in September with just under
$8bn of new issuance, mostly consisting of prime auto loan
securitization. Most deals this month have priced tighter than
the initial price guidance, a sign that investors are showing
strong demand for on-the-run ABS sectors. We have also seen
an active primary market (just under $3bn of new issuance MTD)
in more esoteric sectors such as timeshares, whole business
securitization and consumer loans. Judging from the large
demand for such deals, it is clear that investors remain willing
to take on lower credit quality in the hunt for incremental yield.
Corporate Credit Market

• Light supply towards the latter half of the month and increased
demand for investment grade credit drove corporate spreads 9
basis points (bps) tighter through September 30th. According
to TRACE data, front-end IG Corporates benefited from
favorable rate technicals, given the fairly flat 2 year & 10 year
Treasury differential. Primary supply during the month came
in at approximately $130bn, with YTD volume at around
$1.073trn.
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• The 2-yr, 5-yr and 10-yr yields increased by 14 bps, 20 bps and
17 bps respectively, while the 30-yr yield increased by 8 bps for
the month of September.
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This commentary has been distributed for informational purposes only and should not be considered
as investment advice or a recommendation of any particular issuer, security, strategy or investment
product. Information contained herein has been obtained from sources believed to be reliable, but not
guaranteed. Opinions and estimates offered constitute our judgment and are subject to change without
notice, as are statements of financial market trends, which are based on current market conditions. We
believe the information provided here is reliable but do not warrant its accuracy or completeness. This
commentary contains or incorporates by reference certain forward-looking statements which are based
on various assumptions (some of which are beyond our control) may be identified by reference to a
future period or periods or by the use of forward-looking terminology, such as “may,” “will,” “believe,”
“expect,” “anticipate,” “continue,” or similar terms or variations on those terms or the negative of
those terms. Actual results could differ materially from those set forth in forward-looking statements
due to a variety of factors. No part of this article may be reproduced in any form, or referred to in any
other publication, without the express written permission of Merganser Capital Management © 2017.
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*Month-to-date performance of spread bearing bonds versus duration-matched Treasuries

info@merganser.com
MF 10.1.2017 v1

