
 The U.S. 10-year Treasury Note yield declined from a high of 5.02% on October 
23rd to 4.45%. This important asset’s price is used as a reference to value riskier debt 
instruments in the investing space.  In the span of weeks, new data releases, declining 
treasury market liquidity and the current pause in rate hikes have all contributed to the 
decline in interest rates. When comparing its relative value to corporate investment 
grade and speculative grade high yield bonds, it may still be attractive from a relative 
standpoint.  For example, we can look at the high yield spread, which is the increase in 
interest rates over that of the U.S. 10-year Treasury Note yield that an investor would 
require to assume the higher risk of the corporate bond space as opposed to buying the 
treasury paper.  As of November 13th, this spread is at 4.31%, which is only slightly 
above the 5-year average of 4.24% and the 10-year average of 4.10%.  

 Treasury bulls may point to weakness in recent data releases as signs of a slow-
down further supporting the case for a pause in rate hikes.  In the month of October, ISM 
Services Purchasing Managers’ Index was at a level of 51.8. A reading above 50 indi-
cates expansion and a reading below indicates contraction.  In October, nonfarm payroll 
increased by 150,000 jobs, which was below consensus expectations of 180,000.  Final-
ly, the Federal Reserve agreed to hold the federal funds rate between 5.25%-5.50% and 
reiterated being data dependent in its continued fight against inflation.  All this could 
point to a treasury bond rally, which would bring down yields further against a backdrop 
of slowing growth and increased odds of a recession. 

 Bears may point to the current strength in consumer spending and the resilient 
economy as a case for further rate increases.  Q3 GDP came in at 4.9%, beating expecta-
tions.  Real average hourly earnings year-over-year are still strong and have been rising 
year to date.  For the month of October, this reading came in at 0.8%, beating consensus 
estimates of 0.5%.  On a weekly basis, real average weekly earnings year over year have 
also been rising year to date and came in flat for the month of October.  Continued earn-
ings and spending strength could necessitate the need to restart rate hikes down the line, 
if inflationary pressures re-emerge.   

 Combined with rapid rate hikes and a rise in the 10-year yield, we tend to be-
lieve that U.S. treasuries hold decent relative value over corporate and high-yield bonds 
at this moment in time, where corporate default risk is rising.  On an absolute basis, it is 
true that corporate and high-yield bonds offer investors a higher return than treasuries, 
but the point is that the extra yield potential may not be so attractive as to not include 
some treasury exposure in portfolios given the additional credit risks being taken. 
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Please remember that past performance is no guarantee of future results.  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 (including the investments and/or investment strategies recommended or undertaken by Valicenti Advisory Services, Inc. [“Valicenti]), 
or any non-investment related content, made reference to directly or indirectly in this commentary will be profitable, equal any corresponding indicated historical performance level(s), be suita-
ble for your portfolio or individual situation, or prove successful.  Due to various factors, including changing market conditions and/or applicable laws, the content may no longer be reflective of 
current opinions or positions. Moreover, you should not assume that any discussion or information contained in this commentary serves as the receipt of, or as a substitute for, personalized 
investment advice from Valicenti. Valicenti is neither a law firm, nor a certified public accounting firm, and no portion of the commentary content should be construed as legal or accounting 
advice. A copy of the Valicenti’s current written disclosure Brochure discussing our advisory services and fees continues to remain available upon request or at www.valicenti.com.  Please 
Remember: If you are a Valicenti client, please contact Valicenti, in writing, if there are any changes in your personal/financial situation or investment objectives for the purpose of reviewing/
evaluating/revising our previous recommendations and/or services, or if you would like to impose, add, or to modify any reasonable restrictions to our investment advisory services.  Unless, and 
until, you notify us, in writing, to the contrary, we shall continue to provide services as we do currently. Please Also Remember to advise us if you have not been receiving account statements (at 
least quarterly) from the account custodian. Historical performance results for investment indices, benchmarks, and/or categories have been provided for general informational/comparison pur-
poses only, and generally do not reflect the deduction of transaction and/or custodial charges, the deduction of an investment management fee, nor the impact of taxes, the incurrence of which 
would have the effect of decreasing historical performance results.  It should not be assumed that your Valicenti account holdings correspond directly to any comparative indices or categories. 
Please Also Note: (1) performance results do not reflect the impact of taxes; (2) comparative benchmarks/indices may be more or less volatile than your Valicenti accounts; and, (3) a description 
of each comparative benchmark/index is available upon request. *Please Note: Ranking Limitations. Neither rankings nor recognitions by unaffiliated rating services, publications, media, or 
other organizations,  nor the achievement of any professional designation, certification, degree, or license, membership in any professional organization, or any amount of prior experience or 
success, should be construed by a client or prospective client as a guarantee that the client will experience a certain level of results if the investment professional or the  investment professional’s 
firm is engaged, or continues to be engaged, to provide investment advisory services. A fee was not paid by either the investment professional or the investment professional’s firm to receive the 
ranking. The ranking is based upon specific criteria and methodology (see ranking criteria/methodology). No ranking or recognition should be construed as an endorsement by any past or current 
client of the investment professional or the  investment professional’s firm.  ANY QUESTIONS: Valicenti’s Chief Compliance Officer remains available to address any questions regarding 
rankings and/or recognitions, including the criteria used for any reflected ranking. 
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