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* The end of the government shutdown, tremendous spending on Artificial
Intelligence (Al), and dovish rhetoric from Federal Reserve (Fed) officials
were among the themes impacting Investment Grade (IG) fixed income
markets in November. Corporations continued to plow investments into
Al, stoking continued concerns of a potential bubble. The longest
government shutdown in US history ended, prompting the release of
September jobs data, which revealed an increase in the participation rate
and a modest uptick in unemployment to 4.4%. Later in the month, Fed
officials suggested a December interest rate cut may be possible. The US
Treasury (UST) yield curve steepened during the month. The 2-year and
10-year yields decreased by 8 basis points (bps) and 6 bps, respectively,
while the 30-year yield increased by 1 bp. Futures markets ended the
month predicting an 83% probability of a cut in December.

* Corporate credit underperformed like-duration USTs by 2 bps. Utilities
and industrials underperformed by 20 bps and 1 bp, respectively.
Financials outperformed by 1 bp. Spreads generally widened in response
to growing concerns regarding the funding requirements of the Al
buildout across technology and to a lesser extent utilities. The concerns
about heightened supply and leverage had knock on effects across all
subsectors. A weaker US consumer and heightened M&A risk added to
the risk-off tone, which was further reflected by a deal being pulled
during the month.

* Among securitized sectors, CMBS was the top performer, outpacing like-
duration USTs by 6 bps. Non-Agency CMBS outperformed by 13 bps,
while Agency CMBS underperformed by 2 bps. New issuance was
dominated by floating rate, Single-Asset Single-Borrower (SASB) deals
which totaled approximately $10 billion. Alternatively, there was a paucity
of index-eligible fixed rate conduit issuance, totaling just $2.3 billion.
Labor data is the most important macroeconomic indicator for
commercial real estate, and the CMBS market will have to wait until mid-
December for the October data.

*  ABS outperformed by 5 bps. The new issue market remained active in
November with approximately $39 billion of new deals pricing. Heavy
supply and resurgent concerns about the health of the US consumer
generally pushed spreads wider. Auto loans outperformed by 12 bps,
while all other subsectors modestly outperformed or performed equally
to USTs. Following the recent weakness in subprime auto, we remain
selective on both sponsors and consumer segments.

* After outperforming for the last three months, Agency RMBS
underperformed by 5 bps in November. 30-year spreads widened on
higher interest rate volatility and concerns regarding a potential refinance
wave as 30-year mortgage rates hover near 6.2%. Conventional 15-year
paper outperformed by 1 bp while Conventional 30-year paper
underperformed by 6 bps.

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 © 2025.
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US TREASURY YIELD CHANGES

Change From

YTM Previous Month
3 Month 3.80% -0.01%
1 Year 3.59% -0.09%
2 Year 3.49% -0.08%
3 Year 3.49% -0.09%
5 Year 3.60% -0.09%
10 Year 4.01% -0.06%
30 Year 4.66% +0.01%

Source: Bloomberg

BLOOMBERG SECTOR PERFORMANCE

Rewrn  Rewrn YT
Corporates 0.65% -0.02% 4.76%
Financials 0.70% 0.01% 4.60%
Industrials 0.66% -0.01% 4.82%
Utilities 0.46% -0.20% 4.98%
RMBS 0.62% -0.05% 4.61%
CMBS 0.75% 0.06% 4.40%
ABS 0.56% 0.05% 4.11%
Agencies 0.62% 0.02% 3.87%

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