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WEEKEND RECAP

IR+M SPECIAL MARKET UPDATE

March 20, 2023

MARKET REACTION

• Positive equity performance overseas set the tone for US

sentiment, with the S&P 500 Index up over 0.8%.

• Treasury yields rose across the curve; the 2-year

approached 4% before settling near 3.96%, but it remains

well below the 5.07% local peak on March 8th.

• Investment-grade spreads opened wider this morning

before finding support and retracing throughout the day.

Spreads generally closed unchanged to 4bps tighter with

light volumes, however, there was wide dispersion across

sectors.

• Yankee and regional banks, particularly

their subordinated debt, were outliers and closed

wider on the day.

• Investors continue to look ahead to Wednesday’s Federal

Reserve (Fed) meeting, but remain divided on the

outcome. Market pricing implies a roughly 70% probability

of a rate hike at the meeting, despite the recent disruptions.

• At IR+M, we remain patient as we assess the short- and

longer-term impacts of the recent events, but are ready to

capitalize on any attractive opportunities.
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Treasury Rates Higher Across the Curve Today

Yield 
(%)

Maturity (yrs)

Maturity 2-year 5-year 10-year 20-year 30-year

3/20/2023 3.96 3.59 3.49 3.85 3.68

DoD Change 0.12 0.09 0.05 0.06 0.05

• UBS Group AG (UBS) agreed to buy Credit Suisse Group

AG (CS) for CHF 3 billion after a weekend of negotiations

between Swiss Regulators, UBS and CS.

• Regulators stated the deal was necessary to

secure financial stability, not only in Switzerland,

but globally as well.

• The merger will be an all-stock transaction, and the Swiss

National Bank will provide liquidity assistance to UBS

through a liquidity loan and loss protection for non-core

assets.

• CS shareholders will receive one share of UBS

per 22.48 shares of CS held.

• CS’ outstanding senior holdco and senior opco debt will

move to UBS; however, the Additional Tier 1 securities

(AT1) were fully written down.

• AT1 securities are meant to be loss absorbing,

with the principal required to be written down or

converted to equity upon a “trigger event.”

• At IR+M, we have neither purchased nor owned

AT1 securities.

• Central banks took coordinated action to support the US

dollar funding markets by increasing the frequency of

operations from weekly to daily.

Fed Expectations Continue to Shift

Implied Rate 
Hikes/Cuts (#)
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The 2-Year Treasury Has Been Volatilebps
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