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Hi Alie –
Just wanted to give you a few thoughts given the recent volatility.







Equities entered bear market territory yesterday with the Dow, S&P, and Nasdaq all down over 20% from recent
highs set on Feb 19th – the first time since the financial crisis.
Treasury rates have hit all‐time lows with the entire curve trading below 1% for the first time ever earlier this
week. 30yr rates are now back above 1% but the rest of the curve is still below 1%.
Markets are expecting an additional 100 bps cut to the Fed Funds rate by April which would bring it back to 0%
for the first time since 2015.
Financial conditions are tightening substantially.
Corporate spreads are at the widest levels since this bout of volatility started. Spreads over Treasuries have
widened, on average, from +90 in early February to +222 today.
Preferreds have fallen 8‐15%.

These are certainly interesting times (or so the Chinese proverb goes…). While markets have indeed been volatile, our
recommendation remains to keep perspective and focus on long term objectives (i.e. investment income, EBAA strategic
targets, etc.); this will pass. While our policy had been defensive coming into this volatility, with spreads now
substantially wider, we are now becoming more constructive on risk.
For perspective, the Q1 to date return on your portfolio as of last night (3/12) is currently +1.62%, or 169bps over the
benchmark return of ‐0.70%.
Thanks and if you have any questions or would like to discuss, please do not hesitate to reach out.
Best,
Kelly

Kelly E. Sullivan, CFA
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