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MARKET COMMENTARY SPREADS TO TREASURIES

TREASURY YIELD CURVE CHANGES

BLOOMBERG AGGREGATE SECTOR DATA

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

Fixed Income Market Summary

The Russian invasion of Ukraine dominated headlines toward
the end of the month, sparking a wave of volatility across
markets globally. Within domestic fixed income, we saw a flight
to quality as geopolitical tensions rose despite strong mid-
month economic data domestically. The war on Ukraine is only
increasing inflationary pressures as seen by the Fed Funds
futures which have dramatically reversed in recent days. The
market is now pricing in a 50 basis points (bps) rate hike with
single digit percentage odds, down from 80% earlier in the
month. Given these headwinds, issuance was less robust than
expected for the month. There remains pent up demand to
issue, but new issue concessions are deterring opportunistic
issuance until volatility subsides.

Structured

In February, high quality ABS and RMBS benefitted from a
flight to quality but lagged the performance of Treasuries due
to spread widening. Supply and demand forces have
moderated somewhat in ABS, and we are anecdotally seeing
fewer oversubscriptions in the primary market. CMBS spreads
were 5-10 bps wider for agency-backed securities and 10-30
bps wider for top of the stack non-agency securities. Non-
agency CMBS unsurprisingly underperformed in a risk-off
month.

Corporate Credit

Given its higher spread duration characteristics, credit
underperformed other investment grade sectors during the
month. Total supply of $83.6 billion lagged the estimated $100
billion as issuers navigated the President’s Day holiday and
escalating tensions between Russia and Ukraine. Corporate
spreads were 16 bps wider on average and excess returns were
most negative in Utilities (-1.89%), followed by Industrials (-
1.27%) and Financials (-1.03%).
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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 © 2022.

YTM
Change From 

Previous Month

3 Month 0.29% +0.11%

1 Year 0.98% +0.20%

2 Year 1.43% +0.25%

3 Year 1.62% +0.25%

5 Year 1.72% +0.11%

10 Year 1.83% +0.05%

30 Year 2.16% +0.05%

Total Return 
MTD

Excess Return*
MTD

YTM

Corporates -2.00% -1.24% 3.09%

Financials -1.67% -1.03% 2.93%

Industrials -2.07% -1.27% 3.15%

Utilities -2.77% -1.89% 3.34%

RMBS -0.97% -0.48% 2.48%

CMBS -1.20% -0.64% 2.55%

ABS -0.63% -0.25% 1.86%

Agencies -0.66% -0.16% 1.81%
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