
 

Friday, May 26, 2023 

Market Snapshot Today Prior Session 

3-month Libor 5.42% 5.40% 

10-year Treasury 3.83% 3.73% 

S&P 500 4,161 4,151 

IG Corporates 5.54% 5.47% 

HY Corporates 8.88% 8.86% 

Municipals 3.71% 3.69% 

Rates & credit 

Treasury bonds are recovering some of yesterday’s price 
losses in premarket trading, although this morning’s gains 
fall short of yesterday’s price declines for most government 
bond maturities. Yields—which move inversely to price—
are up nearly 13 bps on the 2yr Treasury from 
Wednesday’s close and 24 bps from last week’s closing 
level. Longer maturity Treasuries have performed better, 
with the 30-year bond yielding 3.97%, down 2 bps since 
Wednesday and up a modest 5 bps on the week. 

The divergent performance between different maturities is 
driven largely, we believe, by economic fundamentals. 
Shorter maturity bonds are heavily influenced by Federal 
Reserve policy. Strong economic numbers—including 
production, employment, and price data—point to a 
greater likelihood that the Fed keeps interest rates high for 
an extended period. This view was reinforced, we believe, 
by the minutes of the last central bank meeting and 
comments from recent Fed speakers. This morning’s 
release of the PCE deflator, the Fed’s preferred inflation 
measure, could put additional pressure on shorter 
maturities. 

For longer maturity bonds, economic growth tends to play 
a larger role than central bank policy and we believe that 
explains the recent price performance. Current economic 
data has been strong, but the combination of monetary 
and fiscal policy becoming more restrictive than previously 
anticipated, according to interest rate futures and 
Congressional Budget Office projections, adds support for 
the longer end. 

The contours of a deal to raise the U.S. debt ceiling 
appear to be taking shape, according to press reports this 
morning. The fiscal impact is likely to see some degree of 
spending cuts over the next two years. There is no official 
deal yet, and comments from negotiators indicate 
remaining distance between the two sides, but we believe 
that some sort of deal will likely come together before 
Treasury runs out of cash. Even if a deal does not make it 
through Congress in time, we believe that there are 
multiple levers the administration can pull to avoid a 
default, and we remain convinced that Treasury 
obligations will be paid in full. 
 

 
 
 

Event Period Survey Actual Prior 

GDP Annualized QoQ 1QS 1.1% 1.3% 1.1% 

Core PCE QoQ 1QS 4.9% 5.0% 4.9% 

GDP Price Index 1QS 4.0% 4.2% 4.0% 

Personal Consumption  1QS 3.7% 3.8% 3.7% 

Pending Home Sales 

MOM 
Apr 1.0% 0.0% -5.2% 

U.S. economic data review 

GDP increased at a revised annualized pace of 1.3% in 
the first quarter of the year, up slightly from the previous 
estimate. The report suggests that Americans continued to 
spend on the back of a strong labor market during the 
earlier months of the year. Household spending on 
services came in firmer than originally projected, while 
purchases for merchandise came in slightly weaker than 
expectations. 

Municipals 

Tax-exempt trading was mixed during Thursday’s trading 
session with benchmark 5-year and 10-year municipal 
yields rising 3 and 2 basis points, while the 30-year 
municipal held firm for a second consecutive session at 
3.62%. Municipals are returning -1.38% month-to-date and 
1.13% year-to-date, according to Bloomberg data.  

The pace of outflows to municipal bond funds picked up 
this week with investors withdrawing $847 million 
compared with the $187 million withdrawn last week. 
Investors withdrew cash from all subsectors except for 
long-term funds where they added $74 million. This week 
marks the fifteenth consecutive week of outflows. 
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3M 1Y 2Y 5Y 7Y 10Y 15Y 20Y 25Y 30Y

Gov't Treasuries 5.19 4.88 4.39 3.79 3.78 3.74 - - - 3.97

Agencies 5.36 5.09 4.53 3.93 3.93 4.01 4.20 4.39 4.59 4.69

AAA Munis 3.30 3.17 3.06 2.74 2.66 2.66 3.27 3.47 3.64 3.71

IG Corp AA 5.10 4.94 4.67 4.38 4.45 4.60 4.92 5.09 5.09 5.11

A 5.38 5.22 4.93 4.69 4.81 5.02 5.32 5.45 5.42 5.37

BBB 5.69 5.65 5.48 5.34 5.47 5.65 5.89 5.98 5.89 5.85

HY Corp BB 6.25 6.42 6.53 6.70 6.94 7.29 7.71 7.82 7.55 7.48

B 6.03 6.55 7.11 7.82 8.14 8.52 9.16 9.29 8.90 8.72

YE2023 YE2024 YE2025 Long-term 10Y Tsy Yield Forecasts 2Q23 3Q23 4Q23 1Q24

5.25% 4.25% 3.25% 2.50% Consensus (May) 3.53% 3.46% 3.37% 3.33%

4.75% 3.25% 2.75% 3.55% 3.35% 3.20% 3.10%

4.75% 3.00% 2.50% 2.50% 3.73% 3.70% 3.68% 3.67%

1w Chng

Treasuries -0.51%

Investment Grade

Index -0.31%

AA -0.43%

A -0.31%

BBB -0.29%

Speculative Grade

Index -0.36%

BB -0.31%

B -0.43%

Preferred Shares

Fixed-Rate 0.37%

Hybrids 0.08%

Equities

S&P 500 -1.95%

Current 5Y Low 5Y Avg 5Y High

Investment Grade 141 80 122 373

Speculative Grade 464 262 410 1100

CA 3.50% PA 3.86% AZ 3.71%

NY 3.70% OH 3.71% CT 3.37%

TX 3.71% VA 3.60% NC 3.47%

FL 3.88% MD 3.44% MI 3.84%

WA 3.48% NJ 3.82% WI 3.79%

IL 3.98% CO 3.77% OR 3.56%

MA 3.51% GA 3.80% MN 3.51%

Source: RBC Wealth Management, Bloomberg Barclays Indexes, Federal Reserve

Select State Benchmark Yields

Weekly Muni Fund Flows AAA Munis vs. Treasuries Muni Yields & Muni/Treasury Ratios Over the Past Year

Credit Spreads over Treasuries (bps)

Municipals

Fed Funds Forecasts
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Market Pricing RBC CM (May)

Our View Market Forwards

Corporates

Sector Year-to-Date Performance Corporate Bond Yields by Credit Quality

Federal Reserve & Sovereign Yields

Global Sovereign Yields U.S. Treasury Yield Curve
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