
Entering the second quarter, Treasury rates continue to trade near historical lows, and spreads across corporate 

and securitized sectors are hovering around relatively tight levels.  At IR+M, we hold an overweight to most spread 

sectors offering attractive incremental yield, but are mindful of elevated valuations and believe we are well-

positioned to take advantage of market dislocations should they arise.  
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FIRST QUARTER RECAP 
• In March, the Federal Reserve (Fed) hiked rates, citing 

firming inflation, rising consumer confidence, and healthy 

labor market conditions¹ 

• Treasury rates traded in a 15bps range on average, 

across the curve in the first two months of 2017, then 

subsequently rallied through March¹ 

• The 10-year Treasury yield reached a high of 2.63% 

on March 13th, and closed the month 24bps lower at 

2.39% 

• Corporate sectors benefitted from positive earnings 

releases and equity market strength early in the quarter, 

but faltered in March on the heels of increased political 

uncertainty and a sharp drop in oil prices¹ 

• Record-breaking issuance met healthy demand, 

which supported technicals and drove spread 

tightening 

• Increased focus on the Fed’s mortgage reinvestment plan 

and potential tapering drove volatility in the mortgage 

market, and Agency fixed rate pass-throughs 

underperformed Treasuries¹ 

• Heavy asset-backed security (ABS) supply met healthy 

demand, and spreads narrowed gradually over the 

quarter¹ 

As of: 3/31/17. Sources: 1. Bloomberg Barclays 2. Citigroup 3. Excess returns are the curve-adjusted excess return of a given index relative to a term structure-matched position in Treasuries. 

The views contained in this report are those of IR+M and are based on information obtained by IR+M from sources that are believed to be reliable.  This report is for informational purposes only and is not 

intended to provide specific advice, recommendations for, or projected returns of any particular IR+M product. No part of this material may be reproduced in any form, or referred to in any other publication, 

without express written permission from Income Research & Management. 
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FIRST QUARTER REVIEW + OUTLOOK 
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2017 GOING FORWARD 
• As we enter the second quarter, improving economic data 

and relatively consistent Fed messaging indicate that two 

more rate hikes are expected in 2017¹ 

• Despite US strength, fiscal uncertainty and global 

geopolitical risks could drive rate volatility 

• In the corporate market, supply stands around 10% ahead 

of last year’s pace, and is expected to remain healthy and 

total $1.1 billion by year-end² 

• In the securitized space, the Fed announced plans to 

begin shrinking its $4.5 trillion balance sheet this year, 

which could weigh on technicals in the mortgage market¹ 
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