IR+M CLIENT UPDATE
December 10 – December 16, 2021
• Major central banks announced varying approaches to combating a steady
increase in inflation, causing mixed risk asset performance
• In November, US CPI reached a near four-decade high of 6.8%
YoY, which was driven by an increase in new and used vehicles
and shelter costs
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• The Federal Reserve (Fed) unanimously heralded a swifter end to the taper;
monthly asset purchases will be reduced by $30 billion, and will likely end
by March, three months earlier than expected
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• Fed officials paved the way for eight rate hikes through 2024, with
three hikes in 2022; this was a notable change from September,
when some officials believed rate increases would begin in 2023
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• The Fed revised its economic projections upward from September,
with PCE inflation increasing to 5.3% in 2021, 2.6% in 2022, and
2.3% in 2023; longer-run projections remain at 2%
• Following the announcement, Treasury yields rose across the curve
from Tuesday’s levels, with the 2-year increasing from 0.66% to
0.68% and the 10-year increasing from 1.44% to 1.46%
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• Issuance in the high-yield market slowed to $2 billion for the week, bringing
the month’s total to approximately $9 billion
• The Bloomberg High Yield Index yield increased from 4.40% to
4.52% as investors paused ahead of the Fed; spreads widened
from 294bps to 306bps
• Agency mortgage-backed securities (MBS) underperformed
securitized sectors following the Fed’s taper announcement
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• Despite the exclusion of advanced refundings on tax-exempt bonds and the
Build America Bond program from President Biden’s infrastructure bill, 2021
municipal debt sales reached over $457 billion
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• Investment-grade supply reached over $38 billion, beating expectations of
$20-25 billion, and likely marking the last week of issuance for the year
• Spreads widened 3bps, from 95bps to 98bps, on heavy supply
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Sources: Bloomberg and Bloomberg Index Services Limited
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 beli eved to be reliable. This report is for informational purposes only and is not intended to provide specific advice, recommendati ons, or projected returns for 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. “Bloomberg®” and Bloomberg Indices are service marks of Bloomberg Finance L.P. and its
affiliates, including Bloomberg Index Services Limited (“BISL”), the administrator of the index (collectively, “Bloomberg”) and have been licensed for use for certain purposes by IR+M. Bloomberg is not affiliated with IR+M, and Bloomberg does not approve, endorse, review, or
recommend the products described herein. Bloomberg does not guarantee the timeliness, accurateness, or completeness of any data or information relating to any IR+M product.

100 Federal Street, 30th Floor

Boston, MA 02110

(617) 330-9333

www.incomeresearch.com

