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Market Commentary

Spreads to Treasuries

The Economy
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• While little data supported a rebound in macroeconomic
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outlook from May, optimism surrounding a supportive Fed and
reduced trade war rhetoric improved the balance of sentiment.
After drawing Mexico into the crosshairs in the ever-expanding
scope of tough talk on trade, President Trump has, for now,
walked back on escalating tariffs. Market participants are now
focusing on the next batch of sentiment data to ascertain
the amount of lasting damage done by trade war rhetoric on
capital spending and hiring. We continue to monitor threats
from Washington for signs of divergence from the current
playbook of cycles of escalation/de-escalation.
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• The ABS primary market had another strong month of issuance

with about $21.3bn of new deals pricing in June. Once again,
Auto ABS led June issuance in the primary market with $10bn
in new deals pricing. Credit card issuance remains very light
with only $1.2bn hitting the primary market. In the secondary
market, Auto and Other AAA ABS outperformed their lower
quality counterparts through June. However, lower quality
subordinated Credit Card ABS slightly outperformed its
AAA senior peers. Generally, secondary credit spreads were
modestly wider across all major investment grade ABS sectors.
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• Corporate spreads tightened 14 basis points (bps) to end at
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115 bps for the month of June. The relief rally during the month
was a function of accommodative central bank posturing out
of the US and Europe and renewed optimism ahead of the
G20 summit. The primary engine issued approximately $82bn,
bringing YTD new issuance to $632bn (13% decline YoY).

Government Market

Sector Data From Bloomberg Barclays Aggregate

• The 2-yr and 5-yr yields decreased by 17 bps and 15 bps,
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respectively, for the month of June. In addition, the 10-yr and
30-yr yields decreased by 12 bps and 4 bps, respectively.

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 © 2019.
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*Month-to-date performance of spread bearing bonds versus duration-matched Treasuries
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