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Total Return MTD 

1-3 Gov/Credit -0.09%

Int. Gov/Credit -0.46%

Aggregate -0.95%

1-3 Yr US Treasury -0.04%

3-5 Yr US Treasury -0.26%

5-10 Yr US Treasury -0.67%

10-20 Yr US Treasury -1.62%

20+ Yr US Treasury -3.12%

Total Return 
MTD

Excess Return*
MTD

Current
YTM

Corporates -1.62% -0.61% 3.70%

Financials -1.26% -0.56% 3.57%

Industrials -1.78% -0.66% 3.76%

Utilities -1.95% -0.45% 3.78%

RMBS -0.66% -0.11% 3.36%

CMBS -0.62% -0.09% 3.30%

ABS -0.27% -0.20% 2.74%

Agencies -0.52% -0.09% 2.91%

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 © 2018.
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*Month-to-date performance of spread bearing bonds versus duration-matched Treasuries
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• Economic data remains supportive of a moderate growth trajectory 
while signals of higher potential inflation caused significant market 
consternation during the month. While average hourly earnings 
growth hit a near term high, the market remains divided as to how 
transient the effect might be. Inflation data has thus far remained 
contained, but the market appears concerned that inflation might 
be poised to rise after certain one-time effects from the first half of 
2017 are fully in the rear view mirror. The Fed remains on track to 
raise rates in March while timing beyond March remains uncertain.

STRUCTUReD MARkeTS

• The ABS primary market has started the year off on a strong note 
with about $43bn of new issuance YTD and about $18.9bn of new 
issuance in February with the auto segment leading the way. The 
front end of the asset backed market has softened in sympathy with 
the corporate market as investors have taken advantage of wider 
spreads in short high-grade corporates. The volatility financial 
markets experienced during the month has had a very minor impact 
on spreads for AAA cards, prime autos and heavy equipment. 
However, deep subordinate tranches in subprime autos have 
widened on the order of 20-30 basis points (bps) where liquidity is 
the thinnest.

CoRpoRATe CReDIT MARkeT

• Volatility made a comeback in February with equities experiencing 
some of the largest drops on record. The weakness permeated into 
corporate credit as spreads widened 10 bps during the month. 
Front-end spreads were especially hard hit due to heavy selling in 
the one to two-year part of the curve. With respect to the primary 
market, MTD volume came in at $94bn with a significant pickup in 
supply during the latter half of the month. Looking ahead, issuance 
is expected to be light as repatriation has taken many issuers out of 
their debt funding needs, however, M&A remains a wildcard.

GoveRnMenT MARkeT

• The 2-yr and 5-yr yields increased by 11 bps and 13 bps, respectively, 
for the month of February. The 10-yr and 30-yr yields increased by 16 
bps and 19 bps, respectively.
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