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INVESTMENT MANAGEMENT

The “math” of bond returns is, in some ways, easier than the “math” of equity 
returns. The valuation process of any asset involves making some assumptions 
about the future. When thinking about equities, the variability of future cash flows, 
earnings, interest rates and/or dividends can be highly subjective and prone to big 
swings. Yet when considering fixed income investments, or bonds, the math is 
much more certain. That’s because bonds are issued at par and also mature at par, 
resulting in a growth rate of 0%. Cash flows also are more defined, as coupon 
payments are paid at known intervals between bond issuance and bond maturity. 
As a result, we normally have lower return expectations for bonds than for equities, 
based on this additional certainty that bonds provide.  

However, when we introduce the concept of credit risk, bond returns can be more 
variable. Within the bond market, U.S. Treasury securities are assumed to have zero 
credit risk (an assumption which can be called into question as we approach debt 
ceiling limits). Meanwhile, everything other than Treasuries carries some additional 
measure of risk. Since we know the growth rate of bonds is zero, the only way for 
bond investors to demand a higher rate of return, or accept a lower rate of return, is 
to adjust the price they are willing to pay for a bond. When they’re only willing to pay 
lower prices, it results in higher yields. When they’re willing to pay higher prices, it 
results in lower yields. The lower the prices that investors are willing to pay, the 
larger the spread between a Treasury security and a bond with credit risk. The 
inverse is true for higher prices.

Our chart this week plots the spread between high-yield bonds (which have a lower 
credit rating) and a Treasury security. When investors demand greater return, the 
spread goes up. When they demand lower return, the spread goes down. Widening 
spreads indicate that bond investors see an environment where the lack of 
economic growth might make the payment of bond coupons more difficult, 
resulting in somewhat higher levels of defaults. Within this environment, investors 
will demand a higher rate of return to accept this higher level of risk. Meanwhile, 
lower spreads are an indication that bond investors see a period of continued 
economic growth. In this environment, companies will be able to pay their bond 
coupons, so there will be lower levels of defaults. As a result, bond investors are 
willing to accept somewhat lower yields. 

Hence, as we think about the broad economy, credit spreads can be a very useful 
tool to keep in mind. Many will remember the consistent calls for a recession in 
2023—and the reasons to expect this were valid. However, as we can see in the 
chart, the spreads demanded by investors in high-yield bonds never signaled that a 
recession was in the cards. Instead, spreads narrowed as the year went on and we 
saw economic growth accelerate. It can be difficult at times to separate “noise” 
from “signal,” but credit spreads are at the top of our “signal” list.
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Weekly market update

Domestic Equities
• U.S stocks contracted in April, as investors grew cautious ahead of earnings 

season and due to the escalating conflict in the Middle East. The S&P 500 
Index fell 4% and the Russell 2000 Index was down 7% for the month. The 
real estate and technology sectors were down the most, and utilities was the 
only positive sector for the month.

• Earnings season passed the halfway mark, and it has been positive with over 
78% of companies beating expectations. Communications services and 
health care have been the strongest sectors.

• A Goldilocks jobs report sparked a market rally on Friday. The report was 
seen as anti-inflationary with wage pressure easing from March to April, and 
the unemployment rate ticked up. This helps pave the way for rate cuts.
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Commentary (May 03, 2024)

Bonds
• U.S. Treasuries rallied and the yield curve bull-steepened on softer 

employment data and less hawkish messaging from the Federal Reserve. 
• At the May 1 FOMC meeting, the Fed kept rates unchanged for a sixth 

consecutive meeting. However, the central bank announced changes to its 
quantitative tightening program, with the U.S. Treasury runoff expected to fall 
to $25 billion per month, down from $60 billion. In the post-meeting press 
conference, Fed Chair Powell reiterated the Fed’s “higher-for-longer” stance 
but left the door open for rate cuts this year.

• The U.S. Treasury released its quarterly refunding plan (QRA), with coupon 
auction sizes expected to remain unchanged for “several” quarters. Near-
term, T-Bill issuance is expected to increase, with the Treasury planning to 
borrow $243 billion in net marketable debt during 2Q24 (+$41 billion from 
Jan. estimate). Net borrowing is then expected to rise to $847 billion in 3Q24.  

International Equities
• Investor sentiment improved this week as the Organization for Economic Co-

operation and Development raised its 2024 global growth forecast to 3.1%, 
citing brighter outlooks for economic growth in the U.S., China and India. 

• Developed markets rose, building on previous gains, when Pacific Rim 
markets delivered strong returns, especially in Hong Kong and Japan. Hong 
Kong's stock market, which closely mirrors China's struggling performance, 
surged over 4% during the week on top of the previous week's 9.5% gain. 
Sentiment shifted after China's market regulator unveiled a series of market 
reforms to enhance the city's status as a financial hub. 

• Recent strength within Asian markets, particularly in China and India, drove 
gains within emerging markets. South Korea's policymakers announced 
guidelines for companies to focus on goals to improve shareholder returns to 
narrow the perceived undervaluation of its stock market..

Economics
• The Bureau of Labor Statistics (BLS) reported that total non-farm payroll 

employment increased by 175,000 in March. Most of the monthly increase 
occurred in the health care, social assistance and transportation and 
warehousing sectors. The unemployment rate (U-3) was 3.9%.

• The Job Openings and Labor Turnover Summary (JOLTS) indicated job 
openings declined by 300,000 in March—totaling 8.5 million, the lowest level 
since March 2021. The reduced number of openings was due to declines in 
construction and financial services. Separations declined by 339,000, totaling 
5.2 million.

• The BLS also indicated that labor productivity increased 0.3% in the first 
quarter at a seasonally adjusted annualized rate, as both output and hours 
worked increased. Unit labor costs increased 4.7% in the quarter due to higher 
employee compensation.



Markets Equity Style Economic Data
Change From Change From Change From

Last Price Prior Week Year End Year Ago Last Release Year Ago

Capital Markets Inflation

Dow Jones Industrial Avg 38,675.68 1.1% 3.2% 18.2% CPI Headline Inflation 3.5% 5.0%

S&P 500 Index 5,127.79 0.6% 8.0% 27.3% CPI Core Inflation 3.8% 5.6%

NASDAQ Composite 16,156.33 1.4% 7.9% 35.4% Personal Consumption Exp (PCE) Core 2.8% 4.8%

S&P 400 Midcap Index 2,929.04 1.2% 5.8% 21.5%

S&P 600 Smallcap Index 1,301.48 1.4% -0.7% 17.8% Jobs

MSCI EAFE 8,129.60 1.6% 4.4% 10.9% Unemployment Rate (U3) 3.9% 3.4%

MSCI Emerging Markets 557.48 2.0% 4.4% 12.4% Broader Unemployment Rate (U6) 7.4% 6.6%

Bloomberg US Agg 2,117.52 1.2% -2.1% -0.7% JOLT Survey (in millions) 8.49 9.62

Bloomberg Municipal 5 Yr 484.73 0.4% -0.8% 1.8% Jobless Claims (000's) 208 214 

Bloomberg US Corporate 3,167.83 1.3% -1.7% 2.3% Change in Non-Farm Payroll (000's) 175 278

Bloomberg Glb Agg ex US Hdg 564.86 0.4% 0.0% 4.7% Average Hourly Earnings (Y/Y % Change) 3.9% 4.7%

Bloomberg High Yield 2,516.47 1.1% 1.5% 10.4%

MSCI US REIT Index 2,025.30 1.4% -5.8% 4.9% Consumer & Spending
Bloomberg Commodity Index 236.95 -1.4% 4.6% 5.3% Value Core Growth Value Core Growth Consumer Confidence (Conf Board) 97.0 103.7

Consumer Spending ($ Bil) 19,351 18,283

Last Price/Yield Prior Week Year End Year Ago > 10% Consumer Credit ($ Bil) 5,051 4,926
Key Rates Retail Sales ($ Bil) 708 679

Fed Funds Target 5.50% 5.50% 5.50% 5.25%

3-Month Treasury 5.39% 5.39% 5.33% 5.18% 0% - 10% Housing
1-Year Treasury 5.12% 5.19% 4.76% 4.63% Housing Starts (000's) 1,321 1,380

2-Year Treasury 4.82% 4.99% 4.25% 3.80% Case-Shiller Home Price Index 312.18 293.46

5-Year Treasury 4.50% 4.69% 3.85% 3.30% <0%

7-Year Treasury 4.50% 4.68% 3.88% 3.31% U.S. Productivity

10-Year Treasury 4.51% 4.66% 3.88% 3.34% *S&P Indices Real Gross Domestic Product ($ Bil) 22,769 22,112

30-Year Treasury 4.66% 4.78% 4.03% 3.68% Quarter over Quarter Change 1.6% 2.2%
Fixed Income Style Year Over Year Change 3.0% 1.7%

Consumer Rates ISM Manufacturing 49.20 47.00 

30-Year Mortgage 7.38% 7.55% 6.99% 5.83% Capacity Utilization 78.41 79.51 

Prime Rate 9.25% 9.25% 9.25% 9.00% Markit US Composite PMI 51.30 53.40 
SOFR 5.31% 5.32% 5.38% 4.81%

U.S. General

Commodities Leading Economic Indicators 102.4 108.4
Gold 2,301.74 2,337.96 2,062.98 2,038.97 Trade Weighted Dollar Index 123.3 119.5

Crude Oil (WTI) 78.11 83.85 71.65 65.84 EUR / USD 1.08 1.11
Gasoline 3.66 3.66 3.12 3.57 JPY / USD 153.05 134.71
Natural Gas 2.14 1.92 2.33 3.22 CAD / USD 0.73 0.73
Copper 4.56 4.57 3.89 3.87 AUD / USD 0.66 0.67

P/E P/E Price to Current Div S&P 500 Sector Returns
Forward Trailing Book Yield 1 Month YTD

Index Characteristics Communication Services -1.33% 16.91%
Dow Jones Industrial Avg 18.97 21.25 5.03 1.89 Short Interm. Long Short Interm. Long Energy -4.60% 11.55%
S&P 500 20.92 22.99 4.69 1.47 Information Technology -1.62% 10.17%
S&P 500 Value 16.24 17.07 2.78 2.40 > 10% Utilities 5.18% 9.00%
S&P 500 Growth 27.31 32.09 10.66 0.71 Financials -2.55% 8.34%
NASDAQ 28.57 34.79 6.28 0.81 Industrials -1.75% 8.16%
S&P Midcap 400 15.94 16.45 2.49 1.86 0% - 10% Consumer Staples 2.09% 7.12%
S&P Smallcap 600 14.68 15.09 1.79 2.78 Materials -3.61% 4.97%
MSCI EAFE 14.94 14.09 1.85 3.17 Health Care -2.21% 3.70%
MSCI Emerging Markets 12.89 14.91 1.68 2.91 <0% Consumer Discretionary -0.49% 2.73%

Real Estate -3.62% -6.86%
1-3 Yrs 1-10 Yrs +10 Yrs 1-3 Yrs 1-10 Yrs +10 Yrs

© 2024 BOK Financial Corp. Services provided by BOKF, NA, Member FDIC. BOKF, NA is the banking subsidiary of BOK Financial Corporation. BOK Financial Corporation (BOKF) offers wealth management and trust services through various affiliate companies and non-bank subsidiaries including advisory services offered by BOKF, NA 

and its subsidiary Cavanal Hill Investment Management, Inc., an SEC registered investment adviser. BOKF offers additional investment services and products through its subsidiary BOK Financial Securities, Inc., a broker/dealer, member FINRA/SIPC, and an SEC registered investment adviser and BOK Financial Private Wealth, Inc., also an 

SEC registered investment adviser. The information in the report was prepared by (SIA) Strategic Investment Advisors of BOKF, NA which is a division of BOK Financial Corporation.

This report is not to be considered a recommendation of any particular security, strategy or investment product, nor is it intended to provide personal investment advice. It does not take into account any specific investment objectives, financial situations, or particular needs of any specific person who may receive this report. The information 

provided in this presentation is for informational purposes only and is not an offer to sell or a solicitation of an offer to buy any securities in any jurisdiction.   Investors should seek financial advice regarding the appropriateness of investing in any securities, other investment or investment strategies discussed in this report and should understand 

that statements regarding future prospects may not be realized.  Information contained herein has been obtained from sources believed to be reliable, but not guaranteed.  
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The information provided herein was prepared by the Investment Management team of BOKF, NA. BOKF, NA is the bank subsidiary of BOK Financial Corporation 
(BOKF), a financial services holding company (NASDAQ:BOKF). BOKF offers trust and wealth management services through its subsidiaries including BOKF, NA 
(and its banking divisions Bank of Oklahoma, Bank of Texas, Bank of Albuquerque, and BOK Financial) and investment advisory services through its non-bank 
subsidiaries, Cavanal Hill Investment Management, Inc., and BOK Financial Private Wealth, Inc., each an SEC registered investment adviser, and BOK Financial 
Securities, Inc., also an SEC registered investment adviser and registered broker/dealer, member FINRA/SIPC (each an “Investment Affiliate”) (collectively, 
“BOKF”). Distribution of this document is intended for informational purposes. Information contained herein has been obtained from sources believed to be reliable, 
but not guaranteed. The opinions expressed herein reflect the judgment of the author(s) as of the date prepared and are subject to change without notice and are 
not a complete analysis of any sector, industry, or security regardless of the date on which the reader may receive or access the information. The information 
provided is intended to be educational in nature and not advice relative to any investment or portfolio offered through an Investment Affiliate, and does not 
constitute any form of regulated financial, legal, or tax advice, or other regulated financial service. The content provided herein is not a solicitation for the 
investment management services of any Investment Affiliate, nor is it intended to constitute a recommendation for, or advice to, any specific person on behalf of 
any Investment Affiliate, as it does not take into account the financial objectives, situation, or needs of any specific person. This information is provided on the 
understanding that the recipient has sufficient knowledge and experience to be able to understand and make their own evaluation of said content, any risks 
associated therewith, and any related legal, tax, accounting, or other material considerations. Recipients should not solely rely on this material in making any future 
investment decision. To the extent that the recipient has any questions regarding the applicability of any specific issue discussed above to their specific portfolio or 
situation, they are encouraged to consult with a qualified lawyer, accountant, or financial professional. 

This document may contain forward‐looking statements that are based on management's beliefs, assumptions, current expectations, estimates, and projections, 
the securities and credit markets and the economy in general. Words such as "anticipates," "believes," "estimates," "expects," "forecasts," "plans," "projects," 
variations of such words and similar expressions are intended to identify such forward‐looking statements. Management judgments relating to and discussion of the 
value and potential future value or performance of any security, group of securities, type of security or market segment involve judgments as to expected events 
and are inherently forward‐looking statements. These statements are not guarantees of future performance. Likewise, past performance is not a guarantee of future 
results. This content is prepared for the use of the Investment Affiliates and their clients and prospective clients, and may not be reproduced, redistributed, 
retransmitted or disclosed, or referred to in any publication, in whole or in part, or in any form or manner, without the express written consent of BOKF or BOKF, 
NA. Any unauthorized use or disclosure is prohibited. Receipt and review of this document constitutes your agreement not to redistribute, retransmit, or disclose to 
others the contents, opinions, conclusion, or information contained herein. This report should not be distributed without the attached disclosures, and is considered 
incomplete if the disclosures are not attached.

*This chart is for illustrative purposes only and not indicative of any actual investment.
Asset allocation, diversification, and rebalancing do not ensure a profit or protect against loss in declining markets. Investing involves risks, including possible loss 
of principal, and there is no guarantee that investment objectives will be achieved. 
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