E MERGANSER FLASH

LTy FIXEDINCOME INSIGHTS
MERGANSER As of June 30, 2022

CAPITAL MANAGEMENT

MARKET COMMENTARY SPREADS TO TREASURIES
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* Early in the month, higher-than-expected inflation
data for May sent US Treasury yields surging higher. 1.3
Many market participants perceived the Fed as not

being aggressive enough in combating inflation. The £ 10

following week, the Federal Open Market S s

Committee responded by raising the Fed Funds rate s

by 75 basis points (bps), abandoning their prior 905

guidance of 50 bps. Fed Chairman Jerome Powell 03

indicated that another 75 bps increase could be '

warranted at the Fed’s July meeting. 0.0 bt
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* In corporate credit, continued concern about Corporate  ———RMBS CMBS  ———ABS
inflationary pressures and their effect on growth,
coupled with significant flows out of the asset class
drove spreads wider on the month despite a lighter TREASURY YIELD CHANGES

than expected primary market calendar.
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* Agency RMBS spreads widened in response to

increased interest rate volatility while mortgages gllony ook S50

extended on expectations of slower prepayments. 1 Year 2.74% +0.69%

ABS ds tight d led b dit ds. | 2 Year 2.95% +0.40%
O spreads tightened, le credit cards. In a . .

reversal of trenoslys seen earlier tf):is year, several new 3 Year 3.01% +0.28%

credit card deals priced at tighter levels than initial 5 Year 3.04% +0.22%

price talk. 10 Year 3.01% +0.17%
* Non-Agency CMBS continued to follow the tone and 30 Year 318% +0.14%

direction of the corporate credit market on a slight Source: Bloomberg Index Data

time lag, therefore spreads do not yet reflect the full

extent of the widening. Light new issue supply BLOOMBERG SECTOR PERFORMANCE

helped spreads, but also limited pricing
transparency. Agency CMBS spreads tightened as
investors sought the government guarantee during a

Total Return Excess Return*
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volatile month. Corporates -2.80% -1.68% 4.71%
Financials -2.51% -1.53% 4.72%
Industrials -2.98% -1.81% 4.69%
This commentary has been distributed for informational purposes only and should not be s
considered as investment advice or a recommendation of any particular issuer, security, strategy Utilities -2.65% -1.39% 4.77%
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 RMBS -1.60% -0.63% 3.77%
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 CMBS -0.76% 0.14% 4.07%
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 ABS -0.46% 0.21% 3.80%
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,” Agencies -0.75% 0.06% 3.27%

“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.

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