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November 2021 
Market Commentary

(The following commentary is a summary of discussions among members of the Breckinridge Capital Advisors Investment 
Committee as they reviewed monthly activity in the markets and investment returns. The members of the Investment 
Committee under the leadership of Chief Investment Officer Ognjen Sosa, CAIA, FRM, are Co-Head, Portfolio Management, 
Matthew Buscone; Senior Portfolio Manager Sara Chanda; Co-Head, Research, Nicholas Elfner; Co-Head, Portfolio 
Management, Jeffrey Glenn, CFA; Head, Municipal Trading, Benjamin Pease; and Co-Head, Research, Adam Stern, JD.)

Strategy and Outlook
• U.S. Treasury Curve: Long maturity Treasury yields fell, flattening the curve (See Figure 1).

• Municipal Market Technicals: November issuance was $34 billion, 14 percent lower than October. Monthly 
mutual fund inflows were $5 billion in November.

• Corporate Market Technicals: Investment grade (IG) fixed-rate bond supply for November was $114 billion. IG 
fund flows were about $4 billion. 

• Securitized Trends: Excess returns for residential and commercial mortgage-backed securities (MBS and 
CMBS, respectively) were negative as Treasuries rallied. Excess returns for asset-backed securities (ABS), 
negative for the month, remained positive year-to-date.
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Municipal Market Review

Treasury yields moved higher during the first half of November before reversing course 
and falling. The market continued to digest higher readings on inflation, a more hawkish 
turn from the Federal Reserve (Fed), and the emergence of the Omicron variant.

Treasury yields increased out to three years, were flat at five years, and declined beyond 
that. The move higher in short maturity yields reflected investor expectations that the 
Fed hikes interest rates sooner The curve flattened.

Earlier in the month, the Fed started to reduce monthly pandemic-related asset purchases 
by $15 billion, with a goal to finish by mid-2022. Treasury yields moved higher mid-
month with the 10-year treasury yield reaching 1.67 percent on November 23, which 
was among the highest yields seen to-date in 2021. Subsequently released economic 
data showed broadly rising prices, pervasive supply chain concerns, strong consumer 
activity, and sustained high labor demand; all signals that pointed past the Fed’s standing 
characterization of inflation as transitory. Consumers and investors appeared increasingly 
uncertain about the future. Equity investors retreated and long Treasury yields fell.

Two-year yields rose 7 basis points (bps), the 5-year spot fell 3 bps while 10-year and 30-
year yields experienced more dramatic moves, dropping 11bps and 14bps, respectively.

The 2- to 10-year yield curve (2s10s) flattened by 18bps, while the 2s30s flattened by 21bps.

The Breckinridge investment committee continues to monitor evolving information about 
Omicron and potential near- and long-term implications for the economy and investment 
markets. Recognizing steps already taken to insulate businesses and people from the 
effects of COVID-19 since its global spread in 2020, the committee chose not to make any 
immediate changes to client portfolios. 

The committee’s view at the November close was that maintaining a higher quality 
bias should help to protect client assets in the event of increasing credit concerns or 
sustained asset flow reversals.

Municipal bond yields declined, particularly from 5 years and beyond. Yields fell 5, 18, and 
21bps at the 5-, 10-, and 30-year spots, per MMD data. The curve flattened. (See Figure 2).

The 2s10s curve spread narrowed by 17bps, while the 2s30s curve narrowed by 20bps. 

FIGURE 1: LONG TREASURY 
YIELDS FELL AND 
FLATTENING THE CURVE 
DURING NOVEMBER 

10/29/2021               11/23/2021               11/30/2021
Source: Bloomberg, November 30, 2021.

Figure 1: Long Treasury Yields Fell and Flattening the Curve during November 
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The ratio curve flattened in November as well, more notably across intermediate- and long-
term maturities. Municipals outperformed Treasuries across the curve (See Figure 3).

October issuance at $33.8 billion was 14 percent lower than during the prior month, 
while exceeding November 2020 issuance by 58 percent.

Per The Bond Buyer, at the end of November, year-to-date tax-exempt issuance was $313 
billion, 3 percent higher than during the same period in 2020.

For the month, taxable municipal bond issuance was 55 percent higher in November 
2021 than the same month last year but remains about 23 percent less in 2021 on a 
year-to-date basis year-over-year through November.

Municipal bond funds reached 38 consecutive weeks of positive flows during November, 
The Bond Buyer reported. Lipper reported year-to-date inflows in excess of $94 billion 
for the period ending November 30.

The Bloomberg Managed Money Short/Intermediate (1-10) Index gained 0.37 percent 
while the Bloomberg 1-10 Year Blend Index was up 0.33 percent. Longer maturity bonds 
outperformed shorter maturity bonds. Lower-quality bonds outperformed higher quality.

FIGURE 2: YIELDS 
DECREASED ACROSS MUCH 
OF THE MUNICIPAL CURVE

AAA GO 10/29/2021               AAA GO 11/30/2021
Source: Bloomberg, November 30, 2021.

Figure 2: Yields Decreased Across Much of the Municipal Curve
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FIGURE 3: MUNICIPAL/
TREASURY RATIOS FELL IN 
NOVEMBER

10/29/2021               11/30/2021
Source: Bloomberg, November 30, 2021.

Figure 3: Municipal/Treasury Ratios Fell in November
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DISCLAIMER: The opinions and views expressed are those of Breckinridge Capital Advisors, Inc. They are current as of the date(s) indicated but are subject to change without notice. 
Any estimates, targets, and projections are based on Breckinridge research, analysis and assumptions. No assurances can be made that any such estimate, target or projection will 
be accurate; actual results may differ substantially. Past performance is not indicative of future results. Nothing contained herein should be construed or relied upon as financial, 
legal or tax advice. All investments involve risks, including the loss of principal. An investor should consult with their financial professional before making any investment decisions. 
While Breckinridge believes the assessment of ESG criteria can improve overall credit risk analysis, there is no guarantee that integrating ESG analysis will provide improved risk-
adjusted returns over any specific time period. Some information has been taken directly from unaffiliated third-party sources. Breckinridge believes such information is reliable, 
but does not guarantee its accuracy or completeness. Any specific securities mentioned are for illustrative and example only. They do not necessarily represent actual investments 
in any client portfolio. BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P. and its affiliates (collectively “Bloomberg”). Bloomberg or Bloomberg’s licensors, 
own all proprietary rights in the Bloomberg Indices. Bloomberg does not approve or endorse this material, or guarantees the accuracy or completeness of any information herein, 
or makes any warranty, express or implied, as to the results to be obtained therefrom and, to the maximum extent allowed by law, neither shall have any liability or responsibility for 
injury or damages arising in connection therewith.
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Securitized Market 
Review

IG corporate bond spreads widened by 12bps in November, per Bloomberg data, to settle 
at 99bps, ending the month 3bps wider year-to-date. The Bloomberg U.S. Corporate 
Investment Grade (IG) Index gained 0.06 percent for November on a total return basis and 
had a negative excess return of 0.89 percent compared with duration-matched Treasuries. 

Bloomberg data showed that the highest-rated IG bonds delivered the strongest total 
returns. IG corporate bonds with maturities of seven years and longer turned in the best 
performance on a total return basis when compared with shorter maturities.

The best-performing sectors for the month were Supranationals, Gaming, Automotive, 
Home Construction, and Healthcare Real Estate Investment Trusts. The worst-performing 
sectors were Oil Field Services, Sovereigns, Railroads, Integrated Energy, and Midstream.

Index-eligible IG bond issuance in November, per Bloomberg, was $ 114.2 billion, a 
decrease of about 20 percent from October. Net issuance, after redemptions, was $29 
billion, about 56 percent less than the prior month. Demand for bonds remained solid. 
According to EPFR, monthly IG fund inflows were about $4 billion in November, down 
from $5 billion in October, bringing the year-to-date total to about $324 billion. 

During the last days of the month, MBS performance was lately highly directional with 
rates. Omicron reports sent rates lower, and bonds rallied, weighing on MBS. Overall, 
the sector struggled in November. Spread widening across segments ranged from as 
few as 5bps to as many as 21bps, per Bloomberg data. Variability in spread widening was 
specific to coupons and quality, with higher coupons across MBS and CMBS and lower 
quality among CMBS experiencing the most widening.

On an excess return basis for November, MBS recorded a negative 46bps, while CMBS 
and Agency CMBS were at negative 42 and negative 48, respectively, according to 
Bloomberg data.

In the ABS segment of the market, spreads widened by 4bps across bonds backed by 
auto loan and credit card debt. For the month, auto loans and credit cards delivered 
negative excess returns of 5bps and 22bps, respectively. Year-to-date, excess returns for 
auto loans and credit cards are positive at 27bps and 21bps, respectively.

Corporate Market Review


