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The market is starting to listen to the Fed again, and the adage “don’t fight the Fed” has really played out over
the last two weeks as rates have trended much higher. Following the last Fed meeting in March, the ten-year has
moved higher by almost 25 basis points. The market is once again behind the curve when it comes to the expectations
of rate movement by the Fed. The market expectations have now settled into three cuts and even some pundits calling
for no cuts this year. Last week the employment report came in stronger than expected, further adding to the view that
the economy remains robust and easing is not needed. The inflation data coming out this week will be even more
important to watch due to the market implications around inflation. CPIl and PPl on Wednesday and Thursday will be the
closely watched inflation releases this week.

Last week, Treasuries were higher by 18 basis points in 5 years, higher by 19 basis points in 10 years, and higher by
20 basis points in 30 years. Municipal yields were higher by 15 basis points in 5 years, higher by 14 basis points in 10
years, and higher by 13 basis points in 30 years. Ratios vs. Treasuries ended the week cheaper again. The five-year
spot is at 62% of Treasuries, the ten-year spot is at 61% of Treasuries, and the thirty-year spot ended the week at 84%
of comparable Treasuries. This week’s supply totals $9 bin, higher than last week’s $5.8 bln calendar. U.S. municipal
bond funds reported $80 min of net inflows in the week ended April 31, after an inflow of $447 min last week, according
to data released by Lipper on Thursday. The SIFMA Index was unchanged last week.
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