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General Market Update



Market Update

3Source: Bloomberg, SECOR

▪ Shift in narrative as markets are becoming more convinced of a soft landing

▪ Between 2 and 4 central bank rate cuts priced in for 2024 

▪ Equities and bonds to increase over the quarter 

Performance of selected benchmarks as of Dec. 01, 2023:
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EM 
Bonds HY

MTD Dec 2023 0.5% 0.7% 0.6% -0.3% 0.5% 0.7% 1.2% 3.0% -0.5% 0.8% 0.1% 0.4% 0.3%

QTD 5.7% 2.9% 7.5% 2.0% 6.4% 2.8% 4.0% 4.6% 3.3% 3.0% 2.9% 4.7% 3.6%

YTD 2023 17.5% 11.4% 21.5% 6.1% 17.1% 11.5% 15.4% 7.3% 5.2% 1.4% -1.1% 5.8% 9.7%

12 Months 11.8% 7.8% 14.6% 3.9% 11.7% 8.5% 8.1% 0.6% 3.0% -0.3% -5.8% 4.9% 8.1%

Cons 
Discr
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Staples Energy Financial

Health 
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Real 
Estate

Comm 
Services Utilities

MTD Dec 2023 1.3% 0.4% 0.5% 0.7% 0.4% 1.6% 0.2% 1.2% 2.1% -0.2% 1.2%

QTD 7.3% 3.2% -6.5% 9.0% 2.4% 7.3% 13.0% 6.1% 11.6% 5.6% 7.9%

YTD 2023 35.9% -1.7% -0.8% 7.2% -1.8% 12.1% 52.3% 8.9% 5.5% 48.3% -7.7%
12 Months 20.8% -4.1% -3.3% 2.3% -3.9% 8.8% 39.4% 2.8% 0.7% 36.3% -8.1%

Source: Bloomberg, SECOR. Data as of December 01, 2023
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Macro and Fixed Income



Macro Developments

5Source: Bloomberg, SECOR

▪ US Q3 GDP growth was revised up to 5.2% from an initially reported 4.9% rate

▪ SPX finished its best month in over a year (+8.9%) and best November on record

▪ Equity volatility has been muted, with SPX 10-day realized vol touching two-year lows and VIX settling (12.6) at its 

lowest level since September 2020

▪ Month of November saw the largest easing in US financial conditions of any single month in the past four decades 

(measured by GSUSFCI Index)

▪ Market pricing 80% change of first cut by May 2024, with a total of 5 cuts in 2024 (-125bps)

▪ Data rich period upcoming ahead of FOMC meeting next week – ISM (12/5), NFP & Unemployment (Friday 12/8), CPI 

(Tuesday, 12/12)



Macro Developments

6Source: Bloomberg, SECOR

▪ Reverse repo (RRP) balances fell $250B in November. Cash 

is moving from RRP into Treasuries (offering slightly 

higher yield) and risk assets. Decreasing RRP represents 

increasing liquidity in markets

▪ Treasury has an estimated $1.5Tn of upcoming auctions 

between now and the end of the first quarter of 2024

▪ Reverse repo will soon be drained. If the Treasury 

keeps the same pace of auctions as the last few 

months, then RRP could be drained by January

▪ Look for fixed income volatility to pick up once RRP is 

drained – Treasury will need new sources to buy 

government debt



DM Rates

7Source: Bloomberg, SECOR

▪ Rates rallied in US and EU and steepend across the board over the past two weeks since 11/17

▪ US Treasury yields fell led by the front end amid dovish Fedspeak and soft inflation data globally

▪ Inflation surprised to the downside in the euro area, with y/y headline and core HICP falling to 2.4% and 3.6%
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Equity Update



US Private Equity AUM 

9Sources: Pitchbook, Standard & Poor's, Bloomberg, SECOR.

▪ US Private Equity assets totalled $3.1T at Q3 
2023.

– US PE AUM has grown by 9.8%/year since 2006 or 
roughly the same pace as the public equity market as 
the S&P 500 returned 9.3%/year over the same 
period.

– Current dry powder of $960B represents 31% of 
AUM, well below the average of 37% since 2006.

▪ Current Private Equity assets total 8% of the S&P 
500 market capitalization, slightly higher than the 
7% average since 2006.

– Total US PE AUM is approximately the same size as 
the market capitalization of Apple.

* Data as of 31 March 2023



US & Europe Purchase Multiples 

10Sources: Pitchbook, MSCI, Bloomberg, SECOR.

▪ The median PE acquisition multiple in US & Europe 
through the first three quarters of 2023 (12.0x) 
aligns closely with the EV/EBITDA multiple of the 
public market (11.7x).

– Since 2013, the public market has traded at 1x multiple 
point higher than that of the private market, 12.4x versus 
11.4x.

▪ A similar story on EV/Sales basis, where current 
private and public multiples are similar.

– Public markets have traded at a 0.3x premium to private 
since 2013, 2.1x versus 1.8x.

* Data as of 30 September 2023



LBO Lending Thaws But Less Levered Deals 

11Sources: Pitchbook, LCD, SECOR.

▪ Disruption in the LBO lending market appears to be 
easing.

– Q3 LBO loan volume increased to $15B, still behind the 
average of $21B over the last five years. 

– Banks are returning to their traditional role as LBO 
lenders and private credit now dominates the sub-$1B 
market.

▪ Leverage ratios have contracted.

– Debt as a percentage of total deal value dropped to 44% 
in Q3 from 51% in 2022 (10-year average = 55%).

– Debt/EBITDA has also contracted sharply to 5.1x in 2023 
from 5.9x in 2022.



PE Exit Doldrums Continue

12Sources: Pitchbook, SECOR.

▪ Exits remain weak as the IPO window remains firmly 
closed.

– US PE exits of $183B through Q3 2023 are on pace for the 
weakest year since 2011.

– After a dismal 2022 that saw only 13 PE exits via IPO for 
an aggregate exit value of $8B, there have been just 9 PE 
exits via IPO through the first three quarters of 2023 with 
an aggregate exit value of $6B.

• 2021 was a record-setting year with $891B in total exit 
proceeds, $293b which came from 147 public listings.

▪ The imbalance between exits and investments is at 
an extreme level.

– In 2023, there have been 2.74 investments for each exit.

– 2023 will likely be the second consecutive year with 
investments exceeding exits by more than half a trillion 
dollars.

* Data as of 30 September 2023



Deal Activity and Fundraising

13Sources: Pitchbook, SECOR.

▪ PE deal activity has slipped from 2021-2022's brisk 
pace but is on pace for ~$800B in 2023.

– Platform deal activity, which is more dependent on 
leverage, has fallen in 2023 while growth-oriented deals 
have remained strong.

▪ Similarly, fundraising activity has also fallen from 
2021-2022 levels but remains strong in the longer-
term context.

– Average time to close a fund has expanded to 16 months 
in 2023 versus from 11 months in 2020.

– Middle market funds ($100M to $5B) have accounted for 
58% of fund closings in 2023, an increase of 10pp over 
the average of the prior decade.
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Credit Update



CLOs

15

▪ Pros: Attractive relative value compared to other structured product and credit sectors

▪ Cons: Worsening loan fundamentals, rising default rates

▪ CLO issuance has been low in 2023 – driven by low appetite from AAA tranche investors 

▪ Typically, demand has been driven by US banks and overseas investors – but bank appetite has been lower as they focus on 

repairing balance sheets, and higher hedging costs have made it less attractive for overseas investors

▪ 20% of AAAs are held by Japanese investors – rise in Japan bond yield cap has had negative demand impact

▪ Floating rate debt, so CLO debt not as attractive when rates begin to fall

▪ CLO equity – has historically outperformed during periods of credit market volatility

▪ If loan spreads are volatile but default rates remain reasonable, CLO equity can benefit from re-investing at wider spreads

▪ CLO equity has the right to refinance CLO debt – with debt spreads near historical wides, this is a potentially valuable option

▪ CLO equity not affected by rate moves – as the % paid to the debt tranches is also floating rate

▪ Downside scenario would be a worse than expected default cycle, eroding equity returns

▪ Likely to see low secondary market liquidity for CLO equity, due to macro uncertainty

Source: Wellington, Deutsche Bank, Voya 



HC EMD Sovereigns
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▪ Yield and spread elevated compared to long-term history

▪ This is driven by the HY bucket. Spread on IG bucket is close to 15-year lows 
(partly due to changing index composition)

▪ Spread dispersion between underlying countries remains wide

▪ HY HC EMD offers a significant spread pick-up over equivalent rated US HY

Source: Schroders, JPMorgan, as of 31 October 2023



LC EMD Sovereigns
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▪ EM and DM real yields are both rising. EM real yields are positive, average DM real yield is still negative

▪ Real yield premium of EM over DM is increasing from a low level

▪ Significant dispersion in yields by region

▪ EM FX has depreciated against USD YTD

▪ There are undervalued currencies in all three regions, but dispersion in degree of undervaluation

Source: Schroders, LSEG Datastream, as of 31 October 2023



Disclaimer

The information and opinions contained in this presentation are for background purposes only and do not purport to be full or complete. No reliance may be placed for any purpose on the information or opinions
contained herein. SECOR does not give any representation, warranty or undertaking, or accept any liability, as to the accuracy or the completeness of the information or opinions contained herein.

This presentation does not constitute an offer or solicitation to any person in any jurisdiction. Any such offering will only be made in accordance with the terms and conditions set forth in a private placement
memorandum or other offering document.

Recipients should not rely on this material in making any future investment decision. We do not represent that the information contained herein is accurate or complete, and it should not be relied upon as such. Opinions
expressed herein are subject to change without notice. Certain information contained herein (including any forward-looking statements and economic and market information) has been obtained from published sources
and/or prepared by third parties and in certain cases has not been updated through the date hereof. While such sources are believed to be reliable, SECOR and its affiliates do not assume any responsibility for the
accuracy or completeness of such information. SECOR does not undertake any obligation to update the information contained herein as of any future date. Any views or opinions expressed may not reflect those of the
firm as a whole.

This document may include projections or other forward-looking statements regarding future events, targets, intentions or expectations. Due to various risks and uncertainties, actual events or results may differ
materially from those reflected or contemplated in such forward-looking statements. Past performance is no guarantee of future results. Investments are subject to risk, including the possible loss of principal. There is no
guarantee that projected returns or risk assumptions will be realized or that an investment strategy will be successful. No representation, warranty or undertaking is made as to the reasonableness of the assumptions
made herein or that all assumptions made herein have been stated. Different types of investments involve varying degrees of risk, and there can be no assurance that the future performance of any specific investment,
investment strategy, or product made reference to directly or indirectly in this document, will be profitable, equal any corresponding indicated performance level(s), or be suitable for your portfolio.

Illustrative models or investments presented in this document are based on a number of assumptions and are presented only for the limited purpose of providing a sample illustration. Any sample illustration is inherently
subject to significant business, economic and competitive uncertainties and contingencies, many of which are beyond SECOR’s control. Any sample illustration may not be reflective of any actual investment purchased,
sold, or recommended for investment by SECOR and are not intended to represent the performance of any investment made in the past or to be made in the future by any portfolio managed or advised by SECOR. Actual
returns may have no correlation with the sample illustration presented herein, and the sample illustration is not necessarily indicative of an investment that SECOR will make. It should not be assumed that SECOR’s
investment recommendations in the future will accomplish its goals or will equal the illustration provided herein.

The information contained in this document is based on matters as they exist as of the date of preparation of such material and not as of the date of distribution or any future date and SECOR does not undertake any
obligation to update the information contained herein as of any future date. This document does not constitute advice or a recommendation or offer to sell or a solicitation to deal in any security or financial product. It is
provided for background purposes only and on the understanding that the recipient has sufficient knowledge and experience to be able to understand and make its own evaluation of the information described herein, any
risks associated therewith and any related legal, tax, accounting or other material considerations. To the extent that a reader has any questions regarding the applicability of any specific issue discussed above to
his/her/its specific portfolio or situation, it is encouraged to consult with the professional advisor of his/her/its choosing.

Investment advisory services are provided by SECOR Investment Advisors, LP (“SIA”) and SECOR Investment Advisors (UK), LLP, (“SIA-UK”) , each subsidiaries of SECOR Asset Management, LP. Portfolio solutions are
provided by SECOR Investment Management, LP (“SIM”), a subsidiary of SECOR Asset Management, LP. SIA UK is authorized and regulated by the Financial Conduct Authority. Each of SIA and SIM are registered as an
investment adviser with the Securities and Exchange Commission. Registration as an investment adviser with the Securities and Exchange Commission does not imply any level of skill or training.

Indexes are unmanaged, do not reflect deduction of fees and expenses, and are not available for direct investment.
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