
At IR+M, we remain steadfast in our approach as bottom-up security selectors. If market weakness and volatility

arises, as it did in April, we have ample liquidity and dry powder to take advantage of dislocations across the

investment-grade universe.
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SECOND QUARTER RECAP

• Market tone oscillated month-to-month, as headlines

surrounding trade tensions, global growth, and the

Federal Reserve (Fed) drove investor sentiment

• An appetite for risk initially spilled over from the first

quarter, as early economic indicators suggested a

fairly healthy economy, with first-quarter GDP coming

in above expectations, at an annualized rate of 3.1%

• Dovish Fed comments led investors to price in at least

one rate cut in 2019, and the market-implied

probability of three cuts by year-end rose to 60%

• Investment-grade borrowers priced roughly $264

billion in supply over the second quarter, with elevated

subscription levels and negative new-issue

concessions

• The healthy demand met modest supply and helped

push corporate spreads 4bps tighter, from 119bps to

115bps

• Heightened interest-rate volatility and falling mortgage

rates, which are near the lowest level since 2016,

weighed on the MBS sector, as investors became

concerned about the potential for increased

prepayments
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2019 GOING FORWARD

• Entering the third quarter, investors will be paying

close attention to the Fed for any signals surrounding

the future path of yields and the number of potential

rate cuts in 2019

• Despite entering the 121st month of economic

expansion – a new record – inflationary pressures

remain muted and growth abroad appears to be

slowing, which could bring about recessionary fears

• Yet, even with global risks and a dovish Fed,

expectations of lighter investment-grade corporate

supply in the summer months could provide a

supportive technical backdrop for domestic bonds,

potentially offsetting any broad market weakness
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