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• Risk sentiment remained broadly constructive despite periodic 
volatility throughout June, as shifting geopolitical dynamics in 
the Middle East, resilient economic data, concerns over AI-
driven capital spending, and evolving monetary policy 
expectations drove cross-asset performance

• The labor market demonstrated continued resilience with May 
non-farm payrolls increasing by 172k, above estimates of 88K, 
while the unemployment rate was unchanged at 4.3%

• Inflation remained elevated driven largely by higher energy 
prices, with CPI and PCE accelerating to 4.2% and 4.1% year-
over-year, respectively, their fastest pace since April 2023

• The Federal Reserve (Fed) maintained its policy rate at 3.50%-
3.75% during Chair Kevin Warsh’s first meeting, while 
emphasizing elevated inflation and potential Fed reforms 

• The June dot plot indicated a growing number of 
policymakers expect at least one rate hike this year, while 
investors priced in a full interest rate hike by the October 
2026 Fed meeting

• Treasury yields rose early in June amid strong economic data 
and inflation concerns before partially retracing on easing 
geopolitical tensions and risk-off sentiment; the curve flattened 
as the spread between the 2- and 10-year Treasury rates 
tightened 14bps to 29bps

• Investment-grade (IG) corporate spreads widened by 2bps to 
74bps, while high-yield (HY) spreads widened by 13bps to 
270bps amid geopolitical and AI-related concerns

• The Finance Companies subsector outperformed other 
corporate sectors, while Communications and Technology 
lagged; higher-quality issuers outperformed lower-quality 
issuers, with BBs outperforming CCCs by 40bps

• Primary market activity remained robust despite bouts of 
volatility, with strong investor demand supporting elevated 
issuance across IG and HY markets, including several large 
jumbo deals

• IG supply totaled $199 billion, exceeding dealer forecasts, 
while HY  issuance totaled $34 billion

• New issue concessions have averaged 3.6bps year-to-date, 
compared to 2025’s average of 3.3bps

• Securitized sectors delivered mixed results, with asset-backed 
securities (ABS) and commercial mortgage-backed securities 
(CMBS) outperforming Treasuries, while agency mortgage-
backed securities (MBS) underperformed amid higher interest 
rate volatility

• Municipal bonds outperformed Treasuries as muni/Treasury 
ratios fell across the curve
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Treasury Yield Curve

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

6/30/26 4.18 4.23 4.47 4.96 4.95

MTD Change 0.17 0.09 0.03 -0.01 -0.02

YTD Change 0.70 0.50 0.30 0.17 0.11

MTD Returns

As of 6/30/26. Sources: Bloomberg
Excess returns are the curve-adjusted excess return of a given index relative to a term structure-matched position in Treasuries. This is not a recommendation to purchase or sell the securities mentioned above.
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