
WEEK IN REVIEW
Week Ending: October 3, 2025

Cloud Cover
Economic Overview:
The U.S. federal government and its numerous statistical agencies shut down on October 1st. As a result, Friday’s job report may be delayed until later 
this month, depending on the progress of negotiations on Capitol Hill. So, how will investors and policymakers adapt? Fortunately, we have privately 
produced economic data. ADP, a private payroll service provider, publishes employment data based on over 26 million employees paid through its 
platform. Although this data does not exactly match the Bureau of Labor Statistics’ (BLS) private nonfarm payroll figures on a one-for-one basis 
each month, ADP measured that companies shed 32,000 jobs in September, indicating continued weakness in the labor market. Over time, and 
after smoothing out the monthly volatility, the two series tend to converge, pointing to a weakening labor market for both. With the data available, 
we believe policymakers should heed the preponderance of evidence indicating a weakening labor market and proceed with another rate cut at the 
Fed’s October meeting, regardless of whether the government shutdown ends or not.
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Highlights of the Week:
High Yield: High yield’s third quarter return was positive for the twelfth consecutive quarter. A 7.2% return for the trailing one-year period 
through September 30th compares to a 7.0% yield at the start of that period, indicating that yield metrics continue to provide a reasonable 
forecast of medium- to long-term performance. With yields at 6.6% today, the asset class still offers reasonable value for patient investors.

Corporates: September recorded the fifth-largest month on record for investment grade supply at $214 billion, up 61% compared to the past 
4-year average of $133 billion. This increase was driven by corporations seeking to lock in "cheap" funding as all-in yields fell to their lowest 
levels since October 2024.

Municipals: Muni market performance was very strong in September, reflected by 2.3%, 2.6%, and 1.3% returns for the BBG Muni Index, 
BBG HY Muni Index, and the BBG Taxable Muni Index, respectively, outperforming the US Treasury Index's 0.9% return. Additionally, for the 
week ending Wednesday, Oct 1, LSEG Lipper reported positive flows totaling $1.1 billion into muni funds, driven by $869 million of inflows into 
mutual funds. Muni inflows have climbed to $31.6 billion year-to-date.

Equities: The U.S. equity market posted gains for the week, largely brushing aside concerns related to the government shutdown. Sector 
performance was mixed, with healthcare as the top performer, supported by easing tariff concerns, followed by technology and utilities, while 
energy, communications, and consumer discretionary sectors were the poorest performers.

Securitized Products: The commercial mortgage-backed security market saw increased activity in late September, with $11 billion in bonds 
issued, raising concerns about overheating as spreads tighten despite a heavy supply. The largest deal was a $1.94 billion BX-Starwood 
extended-stay hotel deal with strong demand (AAA 130 basis points). Multiple conduit deals priced, and at least five single-borrower deals are 
in the Q4 pipeline. While some investors worry about frothy conditions, others argue that commercial real estate remains fundamentally solid as 
one of the wider-trading credit sectors.
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