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* US Treasury yields beyond 2 years rallied significantly in :
November in response to softer than expected inflation >
data. Market participants are now anticipating that the < 1.3 Xz
Fed will slow its pace of tightening, with a target rate < 10
increase of 50 basis points at the December meeting. _S?‘}
Strong retail sales indicated that consumer balance sheets ;% 08
remain strong despite the decline in purchasing power. 0.5
The unemployment rate increased slightly to 3.7%, but the 03
labor market continued to show resilience, adding more '
jobs than economists anticipated. 00
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* The tone for corporate credit during November was Corporate  ——— RMBS CMBS  —— ABS
decidedly risk-on. Long anticipated issuance to fund M&A
N . X Source: Bloomberg
that was an overhang in the market finally came, reducing
investor concerns about supply outstripping demand. TREASURY YIELD CHANGES
Across corporate credit sub-sectors, the combination of
softer inflation data and the overall attractiveness of yields YTM Change From
enticed buyers from the sidelines and caused spreads to Previous Month
tighten. 3 Month 4.32% +0.26%
0, (o)

* The securitized sub-sectors produced mixed results during 1 Year 4.69% +0.08%
the month. RMBS was the star performer, as fears of the 2 Year 4.31% 0.17%
Fed selling down its balance sheet of RMBS holdings 3 Year 4.05% 0.39%
abated, driving spreads meaningfully tighter.

9sp gy tg 5 Year 3.74% 0.49%

* CMBS spreads stabilized after underperforming corporate 10 Year 3.61% -0.44%
credit dur.mg October. Overall issuance remaln(?d light, 30 Year 3.74% 0.43%
but the primary market remains open. CMBS credit curves
steepened as recession concerns continued to grow and Source: Bloomberg
the market adjusted to higher financing rates.

* ABS spreads widened due to increased supply and BLOOMBERG SECTOR PERFORMANCE
ongoing concerns about the potential effects of a Total Return Excess Return* YTM
recession on US consumer fundamentals. MTD MTD

Corporates 5.18% 2.11% 5.31%
Financials 4.36% 2.01% 5.50%
Industrial .579 .18 .209
This commentary has been distributed for informatior;al purposes only and should not be naustriais 5.57% 2.1357 5.20%
idered i t t advi dati ticular i ) ity, strat
coridred s nvstmontadice o recommendatn o g Pt or socry. sttesy  Uilies 583  20%  5.32%
to be reliable, but not guaranteed. Opinions and estimates offered constitute our judgment and
are subject to change without notice, as are statemefnts of financial market trends, which are RMBS 4.08% 1.35% 4.59%
based t market conditions. We believe the i ti ided here is reliable but d
e e e e el e e e e s 263  osze sas
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 ABS 0.99% -0.08% 5.36%
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 Agencies 1.62% 0.18% 4.50%

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