
INS IGHTS & 

P ERSP ECTIVES  
S P E C I A L TY  F I XE D  I N C O ME |  S E C UR I T IZE D 

J U N E  2 0 2 3  

 

Specialty Fixed Income Solutions 

Securitized Outlook 3Q2023 

 

We find Agency Mortgage backed securities 

to be attractive from an historical as well as 

relative value perspective. 
 

 

After spending the prior two years at historically rich valuations 

driven by accommodative Federal Reserve policy dominating 

the market, the combined effects of reduced bank buying, 

increased interest rate volatility, poor technicals associated 

with FDIC selling and the historic inversion of the treasury yield 

curve have in our view left mortgages at their most attractive 

level in years. We maintain that mortgage-backed securities 

(MBS) have become an attractive relative value alternative to 

investment grade (IG) credit in the face of increased economic 

uncertainty and the direction of Federal Reserve interest rate 

policy. 

Supply concerns remain muted. Recent trading has been 

dominated by the supply technical of the FDIC’s liquidation of 

Silicon Valley Bank’s and Signature Bank’s portfolios. While 

sales went better than expected, concern over additional 

forced bank liquidations have not fully dissipated. Conversely, 

elevated mortgage rates and the associated constraint on 

housing affordability are likely to limit new origination and 

refinancing supply.  

Mortgage performance contrasts sharply with IG credit, which 

is trading well inside the recent wide supporting relative value 

considerations when considering MBS as an alternative (See 

Figure 1). 

 

Additionally, a future steepening of the yield curve would likely 

benefit MBS while pressuring IG credit given the economic 

slowing such a move would imply.  

The rise in interest rates over the past 18 months has 

extended mortgage duration and improved the convexity 

profile of the asset class, though an uptick in volatility remains 

a risk to the sector. 

 

 

F IGU RE 1:  MBS CU RRENT COU P ON SP READ AGAINS T  

THE U S INTERMEDIATE INDEX 

 
Data as of June 27, 2023 

CC ZV = Current Coupon Zero Volatility Spread.  
See disclosures for index description. 

Source: Barclays.  
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IMPO R TANT D ISCLOSURE  

Availability of this document and products and services provided by MacKay Shields LLC may be limited by applicable laws and regulations in certain jurisdictions and this 

document is provided only for persons to whom this document and the products and serv ices of MacKay Shields LLC may otherwise lawfully be issued or made available. 

None of the products and services provided by MacKay Shields LLC are offered to any person in any jurisdiction where such off ering would be contrary to local law or 

regulation. This document is provided for information purposes only. It does not constitute investment or tax advice and should not be co nstrued as an offer to buy 
securities. The contents of this document have not been reviewed by any regulatory authority in any juri sdiction.  

This material contains the opinions of certain professionals at MacKay Shields but not necessarily those of MacKay Shields LLC. The opinions expressed herein are subject 

to change without notice. This material is distributed for informational purposes only. Forecasts, estimates, and opinions contained herein should not be considered as 

investment advice or a recommendation of any particular security, strategy or investment product. Information contained herei n has been obtained from sources believed 

to be reliable, but not guaranteed. Any forward-looking statements speak only as of the date they are made and MacKay Shields assumes no duty and does not undertake 
to update forward-looking statements. No part of this document may be reproduced in any  form, or referred to in any other publication, without express written permission 

of MacKay Shields LLC. ©2023, MacKay Shields LLC. All Rights Reserved.   

MacKay Shields LLC is a wholly owned subsidiary of New York Life Investment Management Holdings LLC, which is wholly owned by New York Life Insurance Company. 

"New York Life Investments" is both a service mark, and the common trade name of certain investment advisers affiliated with New York Life Insurance Company. 

Investments are not guaranteed by New York Life Insurance Company or New York Life Investments. 

Information included herein should not be considered predicative of future transactions or commitments made by MacKay Shields  LLC nor as an indication of current or 

future profitability. There is no assurance investment objectives will be met.  Past performance is not indicative of future results. 

A BO UT R ISK  

The principal risk of mortgage-related and asset-backed securities is that the underlying debt may be prepaid ahead of schedule, if interest rates fall, thereby 

reducing the value of the fund’s investment.  If interest rates rise, less of the debt may be prepaid and the fund may lose money 

NO TE TO  UK  A ND EURO PEAN A UD IENCE 

This document is intended only for the use of professional investors as defined in the Alternative Investment Fund Manager’s Directive and/or the UK Financial 

Conduct Authority’s Conduct of Business Sourcebook. To the extent this document has been issued in the United Kingdom, it has  been issued by MacKay Shields  
UK LLP, 80 Coleman Street, London, UK EC2R 5BJ, which is authorised and regulated by the UK Financial Conduct Authority.  To the extent this document has 

been issued in the EEA, it has been issued by MacKay Shields Europe Investment Management Limited, Hamilton House, 28 Fitzwil liam Place, Dublin 2 Ireland,  
which is authorised and regulated by the Central Bank of Ireland. 

NO TE TO  CA NADIA N A UDIENCE 

The information in these materials is not an offer to sell securities or a solicitation of an offer to buy securities in any jurisdiction of Canada.  In Canada, any offer 
or sale of securities or the provision of any advisory or investment fund manager services will be made only in accordance with applicable Canadian securities  
laws.  More specifically, any offer or sale of securities will be made in accordance with applicable exemptions to dealer and investment fund manager registration 

requirements, as well as under an exemption from the requirement to file a prospectus, and any advice given on securities will be made in reliance on applicable 
exemptions to adviser registration requirements. 

 “New York Life Investments” is both a service mark, and the common trade name, of certain investment advisors affiliated with New York Life Insurance Company.  

当資料は、一般的な情報提供のみを目的としています。 

当資料は、投資助言の提供、有価証券その他の金融商品の売買の勧誘、または取引戦略への参加の提案を意図するものではありません。  

また、当資料は、金融商品取引法、投資信託及び投資法人に関する法律または東京証券取引所が規定する上場に関する規則等に基づく開示書類または運用報告書ではありま
せん。New York Life Investment Management Asia Limitedおよびその関係会社は、当資料に記載された情報について正確であることを表明または保証するものではありませ

ん。  

当資料は、その配布または使用が認められていない国・地域にて提供することを意図したものではありません。 

当資料は、機密情報を含み、お客様のみに提供する目的で作成されています。New York Life Investment Management Asia Limitedによる事前の許可がない限り、当資料を配

布、複製、転用することはできません。 

New York Life Investment Management Asia Limited 

金融商品取引業者 登録番号 関東財務局長（金商）第2964 号 

一般社団法人日本投資顧問業協会会員 

一般社団法人第二種金融商品取引業協会会員 

CO MPA RISONS TO  A N IN D EX 

Comparisons to a financial index are provided for illustrative purposes only. Comparisons to an index are subject to limitati ons because portfolio holdings, volatility and 

other portfolio characteristics may differ materially from the index. Unlike an index, individual portfolios are actively managed and may also include derivatives. There is no 

guarantee that any of the securities in an index are contained in any managed portfolio. The performance of an index  may assume reinvestment of dividends and income, 

or follow other index-specific methodologies and criteria, but does not reflect the impact of fees, applicable taxes or trading costs which, unlike  an index, may reduce the 
returns of a managed portfolio. Investors cannot invest in an index. Because of these differences, the performance of an index should not be relied upon as an  accurate 
measure of comparison. 

The following indices may be referred to in this document: 

BLO O MBERG US INTERMEDIA TE  INDEX 

The Bloomberg US Intermediate Index measures the investment grade, US dollar -denominated, fixed-rate, taxable corporate and government-related bond markets with a 

maturity greater than 1 year and less than 10 years. It is composed of the US Corporate Index  and a non-corporate component that includes non-US agencies, sovereigns, 
supranational and local authorities constrained by maturity.  

CUR R ENT Z ERO V OLATILITY SPREAD  

The Zero-volatility spread (Z-spread) is the constant spread that makes the price of a security equal to the present value of its cash flows when added to the yield at each 
point on the spot rate Treasury curve where cash flow is received.  

R O LL-A DJUSTED 5 Y EA R CDX  

The credit default swap index (CDX), formerly the Dow Jones CDX, is a benchmark financial instrument made up of credit default swaps that have been issued by North 

American or emerging market companies.  
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“Bloomberg®”, “Bloomberg Indices®”, Bloomberg Fixed Income Indices, Bloomberg Equity Indices and all other Bloomberg indices referenced herein are service marks of 

Bloomberg Finance L.P. and its affiliates, including Bloomberg Index Services Limited (“BISL”), the administrator of the indi ces (collectively, “Bloomberg”) and have been 

licensed for use for certain purposes by MacKay Shields LLC (“MacKay Shields”). Bloomberg is not affiliated with MacKay Shields, and Bloomberg does not approve, 

endorse, review, or recommend MacKay Shields or any products, funds or services described herein. Bloomberg does not guarante e the timeliness, accurateness, or 

completeness of any data or information relating to MacKay Shields or any products, funds or services described herein.  

 
“New York Life Investments” is both a service mark, and the common trade name, of certain investment advisors affiliated with New York Life Insurance 

Company.  


