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* The decisive outcome of the US presidential election
and the prospect of growth friendly policies under the 1.2
Trump administration were both catalysts for risk-on & 1.0
sentiment in November. Spreads tightened across all %’ W\%’\_\\’\’_
. i . ! 0.8
major Investment Grade (IG) fixed income sectors, with 3
higher beta spreads compressing more than lower & 06
beta. US Treasury (UST) yields generally declined, with 0.4
the 2-year, 10-year and 30-year UST yields decreasing
N . 0.2
by 2, 12 and 12 basis points (bps), respectively.
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* Corporate credit spreads tightened amid expectations Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov

of lower corporate taxes, reduced regulation and a
potential resurgence in M&A activity. The increasingly
resilient US economy was an additional tailwind for
spreads. Utilities outperformed USTs the most,
followed by industrials and financials.
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US TREASURY YIELD CHANGES

Change From

o Q 2
Agency RMBS rgboundeo! meaningfully in November, YTM Previous Month
outperforming like-duration USTs by 56 bps, as

. o 3 Month 4.49% -0.05%
spreads tightened due to sharply lower interest rate
volatility and increased demand from banks and 1 Year 4.28% +0.01%
overseas investors. 2 Year 4.15% -0.02%
. . . 0, O,

* CMBS spreads also tightened amid the expectation of 3 Year 4.09% -0.04%
faster growth and less regulation. Looking forward, the 5 Year 4.05% -0.11%
existential debate for ’Fhe sector is whether faster 10 Year 4.17% 0.12%
growth can offset the impact of higher rates. New
: ] : 30 Year 4.36% -0.12%
issuance during the month was concentrated in the
Single Asset Single Borrower and 5-year conduit Source: Bloomberg
spaces.

* ABS spreads tightened across subsectors, driven BLOOMBERG SECTOR PERFORMANCE
largely by the broad—_based risk-on senUment_foIIowmg Total Excess -
the election. A scarcity of secondary market inventory, Return Return*

Partlcul_arly in 2-3-year tenors, also contributed to the Corporates 1.34% 0.49% 5 05%
tightening. i i
Financials 1.07% 0.40% 5.02%
Industrials 1.45% 0.53% 5.06%
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 1.63% 0.61% 5.12%
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 0 9
are subject to change without notice, as are statements of financial market trends, which are RMBS 1.33% 0.56% 4.95%
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 0.92% 0.40% 5.03%
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 0.70% 0.31% 4.67%
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 0.60% 0.12% 4.42%

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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