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SOFR 5.31% 5.31%
10-year Treasury 4.08% 4.08%
S&P 500 5,118 5,124
IG Corporates 5.26% 5.23%
HY Corporates 7.74% 7.72%
Municipals 3.35% 3.35%

Rates & credit

Treasury bond prices are edging higher prior to this
morning’s release of the February CPI report, causing
yields to move 1 to 2 basis points lower across the curve.
According to Bloomberg, Treasuries are returning 0.93%
month-to-date, paring losses on the year to negative
0.67%.

CPlinflation data is projected to come in mixed for the
month of February, suggesting the road back to 2%
inflation will be a bumpy one for the Federal Reserve.
Headline prices are expected to accelerate on a monthly
basis to 0.4% on the back of higher gasoline prices after
oil prices raced higher for most of February. Core
inflation, which excludes food and energy prices, are
forecasted to decelerate slightly from January. Continued
decline in vehicle prices will likely be a key driver for core
disinflation while shelter prices are projected to come in
mostly unchanged. Policymakers will certainly be
watching for more clues on whether inflation is on a
sustainable path towards their 2% price target. But if
inflation forecasts for February are correct, the Federal
Reserve will likely remain patient on rate cuts as we head
into their next committee meeting on March 19-20.
NFIB small business optimism is expected to further
deteriorate in February after job creation plans in a
separate report dropped to the lowest levels since May
2020, notably in transportation, agriculture, and services.
In our view, we remain cautious on the state of labor
market headed forward. While resilient labor market
conditions have supported economic growth over the past
year, progressively weaker labor demand could limit
economic activity later in the year.

High-risk assets remain the top performing U.S. fixed
income sectors this year with preferreds leading the way
at 3.4% returns, followed by leveraged loans returning
2.1%, and high yield corporates returning 1%.
Performance on low-risk assets such as Treasuries, I1G
corporates and MBS are clawing their way back following
poor returns in February, although returns in those
sectors remain in negative territory year-to-date.
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U.S. economic data review

Americans’ outlook on inflation over the next year edged
higher in February according to a survey from the New
York Fed. Five-year expectations reached a six-month
high of 2.9%, while three-year expectations also rose from
a record low last month. The data highlights why the
Federal Reserve wants more evidence that inflation is
sustainably falling before lowering interest rates, as a
resurgence in inflation expectations could lead to a
reacceleration of prices.

Municipals

Tax-exempts held firm ahead of this week’s more than
$11 billion issuance calendar with the 5-year, 10-year and
30-year benchmark municipals ending the session
yielding 2.40%, 2.40% and 3.57% respectively.
Municipals are returning 0.44% month-to-date and 0.06%
year-to-date.

Smaller institutions of higher education are experiencing
more credit rating downgrades due to rising financial
pressure from declining enroliment trends. While this
negative trend is occurring across the country, colleges in
the Northeast region are experiencing the majority of
rating downgrades.

Investment and insurance products offered through RBC Wealth Management are not insured by the FDIC or any other federal gove rnment
agency, are not deposits or other obligations of, or guaranteed by, a bank or any bank affiliate, and are subject to investment risks, including

possible loss of the principal amount invested.



Federal Reserve & Sovereign Yields
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