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Post 1st Quarter 2021 Fixed Income Market update 
With the quarter behind us, we reflect on key themes and look to offer some insight into recent moves across the asset class 
during April. We will focus on interest rates, credit spreads and municipals. We also reaffirm our expectations of a "reopened" 
economy. 
Interest Rates: 
Volatility continues in the treasury market with 
meaningful changes over the course of the last few 
weeks. Looking back at March end: 

We touched 1-year highs on rates almost across 
the curve with the 10-year reaching 1. 7 4 % 
(Figure 1) 
Higher rates generated 3 consecutive months of 
negative performance for all the longer maturity 
fixed income indices 

Since quarter end, yields have moved lower as the 
economic re-opening momentum has paused. 10-year 
yields have rallied back over 18 basis points. (Figure 2) 
We believe that much of the recent interest 
rate move was driven by headlines including: 

Quarterly rebalancing driving fund flows out of 
equities into fixed income. 
Geo-political risk surrounding Russia & Ukraine 
driving investors into Treasuries (Risk Off Trade) 
Covid outbreaks and vaccine issues 

JNJ vaccine being pulled for additional 
testing 
AstraZeneca vaccine efficacy concerns in 
Europe and further shutdowns 
Japan's "lockdown" in attempts to keep 
summer Olympics in play 
India experiencing significant waves of COVID 
outbreaks 
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While these changes have captured investors' attention, the stimulus-related growth momentum continues. Increasing 
immunization rates and decreasing hospitalizations will position us well for a post-COVID economy. Interest rates are likely 
poised to retest their first quarter highs and eventually move higher. 
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Credit Spreads 
Spreads consolidated back close to their tightest 
points at the end of March at +88 basis points. 
Headlines have since driven them +8 basis points 
wider as investors reevaluate risk. (Figure 3) 
Corporate 01 results are coming out, and the market 
eagerly awaits earnings guidance. 

We would expect the near-term spread widening to be 
short lived as companies begin to have improved visibility 
for demand and earnings capture. Merger and acquisition 
activity continues to be a concern for spread widening at 
an issuer level. 
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Municipals Figure 3 

During the 1 st Quarter, the ICE BofA US Municipal 
Securities Index decreased -0.36%, outperforming 
corporates and treasuries in the period. Municipal bonds 
continue to garner a lot of attention, most notably due to 
the Biden Administration's new tax plan and the potential 
impact on higher wage earners. 10 Year Municipal yields 
have quickly fallen 15 basis points during April as investors 
focus on tax-exempt bonds. {Figure 4) 
Demand continues to be robust for tax-exempt municipals 
as mutual fund flows remain historically positive. New 
issuance is muted as stimulus funding and higher tax 
receipts are keeping states, counties and cities on the 
sidelines. These dynamics are helping to drive municipal 
pricing higher. We continue to believe investors will look to 
municipals as an opportunity to be defensive in a changing 
tax regime. 
Bottom Line 
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Short term headlines have reset fixed yields lower, but it seems to be only temporary. Near term concerns are likely to alleviate 
in the months ahead as vaccination levels continue upward. Forward economic forecasts remain strong and, in some cases, 
have been revised upward. Higher growth is likely a tailwind to higher interest rates. 
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Fixed Income Update: What To Expect As Rates Continue To Rise 
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The views expressed are those of the author(s) at the time of writing and are subject to change without notice. First Citizens does not assume any liability for losses 
that may result from the information in this piece. This is intended for general educational and informational purposes only and should not be viewed as investment 
advice or recommendation for a security, investment product or personal investment advice. 

Your investments in securities, annuities and insurance are not insured by the FDIC or any other federal government agency and may lose value. They are not a 
deposit or other obligation of, or guaranteed by any bank or bank affiliate and are subject to investment risks, including possible loss of the principal amount invested. 
Past performance does not guarantee future results. 

First Citizens Wealth Management is a registered trademark of First Citizens Bancshares, Inc. First Citizens Wealth Management products and services are offered 
by First-Citizens Bank & Trust Company, Member FDIC; First Citizens Investor Services, Inc., Member FINRA/SIPC, an SEC-registered broker-dealer and investment 
advisor; and First Citizens Asset Management, Inc., an SEC-registered investment advisor. 

Brokerage and investment advisory services are offered through First Citizens Investor Services, Inc., Member FINRA/SIPC. First Citizens Asset Management, Inc. 
provides investment advisory services. 
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