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Market Update:

2

▪ Global PMI came in weaker than expected while US and EUR labor markets remained robust beating expectations

▪ The Fed and ECB both hiked 25 bps

▪ Year-to-date long-term rates have rallied with concerns over bank stress and debt ceiling impasse

▪ Lower yields and strong earnings beats have cushioned equities, and the path of least resistance may be higher 
equity markets - but with growth outlook not getting better, a more defensive tilt feels sensible

Source: Bloomberg, SECOR

Performance of selected benchmarks as of May 05, 2023:

ACWI
LOCAL

MSCI 
Europe
Local S&P500

MSCI EM 
LOCAL

MSCI 
WORLD 

USD
MSCI ACWI 

GBP
MSCI ACWI 

EUR
US Small 

Cap
MSCI EM 

(USD)
US 10 Yr 
Futures

UK Gilt 
Index

EM 
Bonds HY

MTD May 2023 -0.5% -0.3% -0.8% 0.2% -0.3% -0.7% 0.0% -0.5% 0.5% 0.5% -0.5% -0.1% -0.4%

YTD 2023 7.9% 10.9% 8.3% 3.3% 8.5% 3.4% 5.2% 0.4% 3.3% 4.3% 0.2% 2.7% 4.2%

12 Months 2.2% 9.9% 1.5% -2.3% 2.2% 0.3% -2.2% -4.5% -4.5% 1.1% -14.6% 0.7% 1.4%

ConsDiscr ConsStapl Energy Financials Health Care Industrials InfoTech Materials RealEstate
Comm 

Services Utilities
MTD May 2023 -0.3% -0.4% -5.8% -2.6% 0.1% -0.5% 0.6% -1.1% -0.8% -2.3% 0.1%
YTD 2023 14.6% 4.1% -7.2% -5.1% -1.3% 1.8% 23.1% 3.0% 2.1% 22.2% -1.3%
12 Months -6.8% 3.2% 4.9% -5.6% 4.4% 5.5% 8.6% -4.9% -14.2% -3.5% -0.6%
Source: Bloomberg, SECOR. Data as of May 05, 2023



Special Topic:

Debt Ceiling Update



Debt Ceiling – Key Takeaways
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Risks of an impasse highest levels since 2011

Stagnant ceiling would shock the economy, but an actual default unlikely

Liquidity and sovereign CDS markets are feeling the stress

Curves to steepen and equities to fall sharply if no resolution near the limit date

Base case: temporary extension until end of September



Debt Ceiling – A Brief Background
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▪ On December 16, 2021, Congress raised the debt limit by $2.5 trillion, to $31.4 trillion, which was reached 
on January 19, 2023.

▪ Since then, the Treasury has been using “extraordinary measures” to continue to finance the budget 
deficits.

Note: Gaps in debt limit denote debt limit suspensions.
Source: Haver Analytics, GS MarketStrats. As of April 2023.

https://home.treasury.gov/system/files/136/Description_Extraordinary_Measures-2023_01_19.pdf


Debt Ceiling – Risk of Impasse Higher Than Previous Episodes
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▪ Government officials seemingly using the debt limit as a bargaining chip for potential changes in spending

▪ Recent Tax receipts came in lower than expected, around $30bn, putting pressure on when the debt ceiling date 
would be breached.

▪ Initially, talks were for a potential breach to be between July and September. Recently however, Janet Yellen 
indicated that the US could run out of cash by June 1st, but her forecast did have a wide confidence interval of “a 
number of weeks later than these estimates”

https://www.bloomberg.com/news/articles/2023-05-01/yellen-warns-congress-treasury-may-run-out-of-cash-soon-as-june



Debt Ceiling – Impact on Liquidity and CDS Markets
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▪ Impasse risks have spread into the credit default swap (CDS) and liquidity markets

– 1Y US Sovereign spreads have spiked

– Treasury bills expiring before the deadline are trading at a premium

Source: Citi
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Bills near the debt limit are trading rich (expensive)  



Bills and government-exposed stocks tend to have the most consistent reaction
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Source: Haver Analytics, GS MarketStrats. As of April 2023.



The 2011 debates had a large impact on other asset classes

9Source: Haver Analytics, GS MarketStrats. As of April 2023.



Risk to growth much greater than default risk

10
Source: GS Economics Research: Global Markets Comment (Hedging the Debt Ceiling (Wilson/Chang) 18 April 2023). The Hypothetical 2% US Growth Shock represents a 2% downgrade to US GDP Growth 
expectations. Haver Analytics, GS MarketStrats. As of April 2023.

7/22/2011 - 8/10/2022 Hypothetical 2% US Growth Shock

Rates

UST 2y -21bp -92bp

UST 5y -59bp -103bp

UST 10y -86bp -56bp

Equities

S&P 500 -16.70% -17.40%

Russell 2000 -21.60% -22.00%

Nasdaq 100 -14.70% -17.80%

Eurostoxx 50 -22.30% -13.80%

HSCEI Index -16.00% -6.80%

Nikkei 225 -10.80% -13.90%

MSCI EM -17.90% -12.40%

Cyclicals/Defensives -7.20% -6.00%

VIX 145% 168%

FX

EUR/USD -1.20% 1.10%

JPY/USD 2.10% 4.10%

GBP/USD -0.90% -1.80%

CAD/USD -4.10% -2.70%

AUD/USD -5.50% -3.00%

CNH/USD 0.40% -0.60%

MXN/USD -5.60% -6.10%

BRL/USD -3.70% -3.30%

CHF/USD 12.20% 1.10%

EUR/CHF -11.90% -1.00%

CAD/JPY -6.10% -6.50%

MXN/JPY -7.50% -9.80%

Commodities

Copper -11.10% -6.50%

Gold 11.30% 1.90%

Oil -16.60% -16.10%

Credit

CDX IG 24bp 54bp

CDX HY 218bp 368bp



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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