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In October, solid economic data and apprehensions regarding additional Treasury supply contributed to pushing 
rates higher. However, we saw a reversal in early November as economic data, particularly the employment 
situation, portrayed a less optimistic outlook.

During the November 1 meeting, the Federal Open Market Committee (FOMC) maintained steady rates. Chair 
Powell's speech on Thursday reemphasized the Federal Reserve's dedication to reducing inflation to 2%. There 
was uncertainty about whether they had achieved a sufficiently restrictive stance and their readiness to further 
tighten policy if necessary. Powell also acknowledged the long road ahead in restoring price stability and the 
potential necessity of an economic slowdown to achieve more "disinflation." While Fed Funds Futures have mostly 
ruled out near-term hikes, we still maintain the viewpoint that the Fed might tighten one last time.

Inflation is starting to affect the lower end of the income and credit profile distribution. There's been an uptick in 
serious credit card delinquencies (90+ days) through September 30, reaching levels not seen since the COVID 
period spike. Moreover, credit card outstanding balances continue to set records. Additionally, 401(k) hardship 
withdrawals have reached record highs, as reported by Fidelity, Bank of America, and Vanguard. Lastly, we're 
keeping an eye on major retailers' earnings next week for signs of a consumer base reaching its limits.

Geopolitical risks remain elevated. Although it's not our base case, we are concerned that neither risk assets nor 
risk-free assets are factoring in any potential for escalation. This further supports our inclination toward an up in  
quality bias.
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Product Views

Rates- Our stance remains firm that we're approaching the tail end of the cycle. It's crucial to remember that 
historically when the FOMC initiates rate cuts, they tend to occur swiftly and thus impact cash yields, particularly 
money markets. Despite a better yield today in cash, history suggests that core and short-duration assets will 
likely outperform cash at the end of Fed tightening policy. As a result, our focus leans towards extending duration 
within the front and intermediate segments of the curve. Regarding longer duration, while absolute levels seem 
appealing, especially when considering real yields in comparison to historical averages. We maintain a neutral 
stance on duration targets due to our caution regarding imminent supply concerns.

Credit- Over the past 30 days, there has been a substantial widening of CCC-rated spreads due to increased
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defaults. We are vigilantly monitoring for signs of 
potential contagion in higher-rated corporate 
sectors. Given the strength of corporate balance 
sheets, default risk in investment grade remains 
minimal. 

Securitized- Mortgage-Backed Securities (MBS) 
exhibited strong performance in the latter part of 
October, primarily attributed to the decline in 
Treasury yields. We still perceive considerable value 
in MBS, especially considering current spreads and 
their low correlation to risk assets.

Despite the uptick in delinquencies, we view Credit 
Card Asset-Backed Securities (ABS) spreads as 
moderately attractive due to the structural 
protections embedded within these deals.



The following risks could cause the Strategy’s portfolio to lose money or perform more poorly than other investments.

Investments in bonds and other debt securities will change in value based on changes in interest rates. If rates rise, the value of these investments generally 
drops. Some investors may be subject to the Federal Alternative Minimum Tax and to certain state and local taxes.

Investing in fixed income products is subject to certain risks, including interest rate, credit, inflation, call, prepayment, and reinvestment risk. Any fixed-income 
security sold or redeemed prior to maturity may be subject to substantial gain or loss.

DISCLAIMER

This material is not an offer or solicitation for the purchase or sale of any financial instrument in any jurisdiction, nor is it a commitment by Academy Asset 
Management or any of its subsidiaries (collectively “AAM”) to enter into any transaction referenced herein. All information provided by AAM herein is indicative, 
is based on certain assumptions and current market conditions and is subject to change without notice. Accordingly, no reliance should be placed on the 
information herein. In deciding whether to enter into any transaction or strategy referenced herein, the recipient should rely solely on the final documentation 
which will contain the definitive terms and conditions relating to any referenced transaction or strategy. 

These materials have been provided for illustrative purposes only and should not be relied upon by you in evaluating the merits of investing in any securities or 
strategies mentioned herein. Past performance is not a guide to the future. Any forecasts, opinions, and statements of financial market trends expressed are 
AAM’s own at the date of this document and may be subject to change without notice. Any research in this document has been obtained and may have been 
acted upon by AAM for its own purpose. The results of such research are being made available as additional information only and do not constitute investment 
advice. The value of investments and the income from them may fluctuate in accordance with market conditions and taxation agreements and investors may 
not get back the full amount invested. Both past performance and yield may not be a reliable guide to current and future performance. Changes in exchange 
rates may have an adverse effect on the value, price or income of the product or underlying overseas investments. AAM makes no representation or warranty 
regarding the accuracy or completeness of the information herein. AAM is not an advisor to any person who receives information on any referenced 
transaction. 

The recipient must make an independent assessment of legal, credit, tax, regulatory, and accounting issues and determine with its own professional advisors 
any suitability or appropriateness implications of any transaction referenced herein in the context of its particular circumstances. AAM assumes no 
responsibility or liability whatsoever to any person in respect of such matters. AAM, or any connected or associated person, may hold long or short positions or 
derivative interest in or act as a market maker in the financial instruments of any issuer referred to herein or act as the underwriter, distributor, advisor, or 
lender to any such issuer. AAM may conduct trading activities, including hedging, in connection with any transaction referenced herein which may have an 
adverse impact on the recipient. 
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