
Repo Rates Surge as 
Liquidity Tightens



• Quantitative tightening and high sovereign bond
issuance have led to a drop in bank reserves.

• The interest rate the Fed pays banks for holding
reserves, known as the Interest On Reserve
Balances (IORB), is now lower than the Secured
Overnight Financing Rate (SOFR).

• As central banks drain liquidity from the banking
system and governments ramp up debt
issuance, banks rely on the Fed’s liquidity
facilities, and money markets face pressure.



Historical US Treasury Yield: 10-year US 
government bond yield reached its 100-year low 
in 2020.

Source: FRED – US Federal Reserve Economic Data



US Corp. Rating: Credit spreads (OAS) of lower 
rated high-yield bonds widened disproportionately.

Source: Ice Data Indices, LLC



EU vs US: EU credit spreads (OAS) are now at 
similar levels than in the US.

Source: Ice Data Indices, LLC



Default Rates: High-yield bond default rates are 
now lower vs. loans.

Source: J.P.Morgan Default Monitor



OAS spread change overview across major 
credit asset classes – as of month end.

Source: Bloomberg



Loans vs. CLO vs. High-Yield: CLO BB yields 
are wider vs. loans and high-yield bonds.

Source: Bloomberg



CLO Yields: CLOs offer an attractive yield 
premium over bonds and loans.

Source: Bloomberg



Attractive Long-Term Yield Generation

Source: Bloomberg



Private Credit

Private credit managers often face unpredictable
capital flows when borrowers refinance loans early.

To prevent a performance drag from holding idle
cash, managers might accelerate repayments.

Efficient capital deployment is vital for maximizing
returns.
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