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Market Commentary

Spreads to Treasuries
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The Economy

• US economic data showed some signs of modest improvement after

• All eyes are on the intensifying standoff in Europe as the populist
Greek government makes a last ditch gambit to garner a better deal
from creditors through a referendum vote set for July 5th, which
many are calling a vote on Euro membership. China’s stock market
plummeted during the month after months of unsustainable gains
and the People’s Bank of China continued to loosen various policy
measures to cushion the blow.
Structured Markets

• Despite healthy CRE fundamentals and a favorable long-term

supply/demand technical environment, CMBS spreads moved
wider during the month in sympathy with other risk assets and the
broader sell-off in credit.
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months of lackluster results. Retail sales were relatively robust for
the first time in three months, first quarter GDP was finalized with a
revision up to -0.2% and employment numbers remained robust. On
the margin, a September hike looks more likely than it did a month
ago, but is by no means assured.
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• New conduit issuance has picked up considerably in Q2 and
most deals are pricing at the wide end of initial guidance, further
pressuring bonds trading in the secondary market.
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• A combination of factors, including concerns surrounding Greece’s
ongoing status in the EU, cash outflows stemming from rising
rates and market saturation following heavy corporate issuance
over prior months, all led to negative pressure on spreads through
the last week of June. Spreads were 8 basis points (bps) wider
through June 26th, only to move wider still on the news that talks
between Greece and the ECB had fallen apart, forcing a weeklong bank holiday and assuring a payment default on the €1.6B,
which Greece was obligated to pay the IMF on June 30th. In all,
corporate spreads are 12 bps wider for the month, shared relatively
evenly across industrial, utility and financial sectors.
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• With second quarter earnings reports scheduled to soon
commence, combined with the softer tone in the market, corporate
issuance is likely to cool in July. Should corporate spreads remain
under pressure, we are biased to add exposure in the secondary
market at certain points on the curve.
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• Longer Treasury rates continued to climb in June, with yields on the
30-yr and 10-yr rising 19 and 17 bps respectively. The 5-yr was up
10 bps while the 2-yr was flat for the period.
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This commentary has been distributed for informational purposes only and should not be considered
as investment advice or a recommendation of any particular security, strategy or investment product.
Information contained herein has been obtained from sources believed to be reliable, but not
guaranteed. Opinions and estimates offered constitute our judgment and are subject to change without
notice, as are statements of financial market trends, which are based on current market conditions. We
believe the information provided here is reliable but do not warrant its accuracy or completeness. This
commentary contains or incorporates by reference certain forward-looking statements which are based
on various assumptions (some of which are beyond our control) may be identified by reference to a
future period or periods or by the use of forward-looking terminology, such as “may,” “will,” “believe,”
“expect,” “anticipate,” “continue,” or similar terms or variations on those terms or the negative of
those terms. Actual results could differ materially from those set forth in forward-looking statements
due to a variety of factors. No part of this article may be reproduced in any form, or referred to in any
other publication, without the express written permission of Merganser Capital Management © 2015.
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*Month-to-date performance of spread bearing bonds versus duration-matched Treasuries
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