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» Equities continued their march upward for the fourth consecutive month in February while credit spreads remained tight,
rallying in the first three weeks before widening back out in the last few trading days

« Economic data showed little sign of a slowdown in the economy with CPI rising by 3.1% year-over-year in January,
above market estimates, and non-farm payrolls increasing by 353,000 jobs last month, nearly double the survey
consensus prediction of 185,000

« Amid the higher-than-expected inflation and labor market activity, Federal Reserve (Fed) officials reiterated the need to keep
rates restrictive to push inflation down towards its 2% target; market expectations for rate cuts have cooled significantly, with
investors anticipating just over three cuts in 2024

» Treasury yields broadly rose, led by rates in the intermediate portion of the curve; the 3-year Treasury yield rose by
43bps to 4.42%, and the 2-year/10-year Treasury spread inverted further by 7bps to -37bps

* Investment-grade primary issuance continued its record-setting pace in February with $198 billion coming to market, the
highest total for the month; year-to-date supply is up by 32% over the amount issued in the same period last year

+ While Financial firms dominated January issuance, February supply skewed towards large Industrial issuers
seeking to finance mergers and acquisitions

* The heavy supply was not enough to deter corporate spreads, which ended the month where they began at 96bps;
investment-grade yields rose by 30bps to 5.41%

+ High-yield supply was strong in February, as well, with $27 billion issued during the month, 14% above the five-year average
for the period

+ High-yield spreads tightened by 32bps to 312bps, while yields rose by 6bps to 7.86%

» Commercial mortgage-backed securities (CMBS) continued to outperform other securitized products on an excess return
basis as CMBS spreads tightened by 11bps on the month, marking the fourth consecutive month of spread tightening

« Municipal bonds outperformed Treasuries as primary issuance continues to top last year's pace by 52%; the 10-year
muni/Treasury yield ratio fell by 4% to 59%
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As of: 2/29/24. Sources: Bloomberg

Excess returns are the curve-adjusted excess return of a given index relative to a term structure-matched position in Treasuries.
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