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* In September, The Federal Reserve cut interest rates for the
first time in four years. In the days and even hours leading 1.4
up to the meeting, futures markets were split regarding 1.2
whether the magnitude of the cut would be 25 or 50 basis L 10
points (bps). The FOMC ultimately cut rates by 50 bps and P \\“
the accompanying Summary of Economic Projections _g?g 0.8
suggested 50 bps more of easing this year. US Treasury 5 06
(UST) yields declined, particularly at the front of the curve, wo
with the 2-year and 5-year UST yields decreasing by 28 and 0.4
14 bps during the month, respectively. 0.2
* Market sentiment was risk-on in September and spread 00 —m+—+—+—+—+—+—+——+——+———+——
sectors generally outperformed USTs. After a sleepy August, Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep
there was a deluge of corporate credit issuance, with $185 Corporate  —— RMBS CMBS  ——— ABS

billion of new deals pricing. They were met with strong
demand, and corporate credit spreads ended the month
several bps tighter. From our perspective, the Fed’'s move
attracted buyers looking to lock in higher yields before
further policy easing. Utilities outperformed the most,
followed by financials and industrials.

Source: Bloomberg
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*  With the first rate cut in the books, hope springs eternal for " -
commercial real estate (CRE). Excluding the office sector, 3 Month 4.62% -0.50%
CRE values appear to ha\{e bottomed, and are up year-over- 1 Year 4.00% -0.40%
year for the first time this cycle. Strong new issue volumes . .
during September suggest ample capital availability. Later in 2 Year 3.64% -0.28%
the month, Moody’s changed its global outlook for CRE and 3 Year 3.55% -0.23%
REITs from negative to stable, citing lower rates as a catalyst . .
for improving fundamentals. > Year 3.56% -0.14%

. . . _— . 10Y 3.78% -0.12%

* Despite dramatically lower interest rate volatility during the ear ? ?
month, performance in the Agency RMBS sector was mixed. 30 Year 4.12% -0.08%
Thirty-year mortgage spreads were modestly wider,
particularly for deep discount and premium coupons, while Source: Bloomberg
fifteen-year mortgages tightened by approximately 6 bps.

* $33 billion of new ABS deals priced in September, spread BLOOMBERG SECTOR PERFORMANCE
across autos, credit cards, equipment, and unsecured Total £
consumer loans. Many deals were heavily oversubscribed ota xcess YTM

: . o i ] Return Return

and priced inside of initial guidance. Although primary

market spreads continue to tighten, pockets of attractive Corporates 1.77% 0.48% 4.72%

opportunities remain. Financials 1.60% 0.43% 4.66%

Industrials 1.78% 0.43% 4.75%

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 Utilities 2.34% 0.92% 4.83%
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 0 N 9 9
are subject to change without notice, as are statements of financial market trends, which are RMBS 1.19% 0.02% 4.53%
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 CMBS 1.30% 0.23% 4.60%
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 0.98% 0.08% 4.36%
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 Agenaes 0.99% 0.03% 4.01%

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 © 2024.
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*Monthly performance of Bloomberg US Aggregate Index sectors
vs. duration-matched Treasuries
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