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TREASURY YIELD CHANGES

MARKET COMMENTARY SPREADS TO TREASURIES

BLOOMBERG SECTOR PERFORMANCE

*Month-to-date performance of spread bearing bonds versus 
duration-matched Treasuries
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• The swift failure of Silicon Valley Bank (SVB) sparked fears of contagion
in the global financial system that reverberated across capital markets.
While the Federal Reserve (Fed) and other agencies stepped in with
facilities to reinforce liquidity, uncertainty persisted, and investors piled
into US Treasuries, pushing yields significantly lower during the month.
The 2-Year and 10-Year US Treasury yields decreased by 79 and 45
basis points (bps), respectively.

• On March 22nd, the Fed increased its target rate by 25 bps and
notably softened its message regarding future rate increases.
Accompanying projections by Fed officials did not suggest any near
term easing of monetary policy. Despite this, futures markets are still
predicting rate cuts later this year.

• In Investment Grade spread sectors, spreads widened across the
board, led by financials. Following SVB’s collapse, market participants
scoured the landscape of global financial institutions trying to discern
which banks were most vulnerable. US regional banks continued to
trade poorly while global giant Credit Suisse faced a crisis of
confidence and was acquired by its competitor UBS in an emergency
deal supported by the Swiss government.

• Agency RMBS was the best performing securitized subsector during
March. Early in the month, spreads widened amid fears that like SVB,
other banks would be forced to sell balance sheet RMBS holdings to
fund withdrawal requests from depositors. The emergency
implementation of the Bank Term Funding Program by the Fed helped
quell these concerns and spreads largely recovered, ending the month
modestly wider.

• ABS spreads also widened. Issuance was choppy and the deals that did
come to market saw substantial new issue concessions due to lower
demand. Collateral performance indicates that prime borrowers
remain solid, while we continue to see deterioration in subprime auto
and unsecured consumer loans.

• Non-Agency CMBS spreads widened as investors anticipated tighter
lending conditions and pulled forward their expectations of a
recession. The amount of primary market activity in Non-Agency CMBS
remains well below historical averages, reflecting reduced investor
appetite in the sector. Agency CMBS spreads widened less, supported
by the sector’s government guarantee.

THE MERGANSER FLASH
FIXED INCOME INSIGHTS
As of March 31, 2023

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 © 2023.

YTM
Change From 

Previous Month

3 Month 4.69% -0.08%

1 Year 4.59% -0.39%

2 Year 4.03% -0.79%

3 Year 3.79% -0.74%

5 Year 3.57% -0.61%

10 Year 3.47% -0.45%

30 Year 3.65% -0.27%

Total Return 
MTD

Excess Return*
MTD

YTM

Corporates 2.78% -0.42% 5.18%

Financials 1.32% -1.49% 5.51%

Industrials 3.56% 0.19% 5.00%

Utilities 3.32% -0.27% 5.12%

RMBS 1.95% -1.11% 4.50%

CMBS 1.09% -1.70% 5.21%

ABS 1.30% -0.60% 4.94%

Agencies 2.10% -0.07% 4.32%
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