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U.S.–Israeli operations against Iran temporarily closed the Strait of Hormuz, disrupting about 20% of global 
seaborne oil shipments. This supply shock drove crude prices higher and increased energy-related inflation 
pressures. Rising commodity costs reduced expectations for Federal Reserve easing and added to market volatility. 
U.S. economic momentum softened, with Q4 2025 GDP revised to 0.5% annualized, reflecting broad downward 
adjustments in consumer spending, exports, government expenditures, and investment. Labor markets remained 
resilient, with job gains exceeding expectations and unemployment improving to 4.3%. Headline inflation rose to 
3.3% year over year, while core inflation held at 2.6%.  Fixed income markets declined as persistent inflation 
concerns pushed intermediate- and long-term yields higher. Investment-grade corporate bonds faced pressure from 
heavy March issuance (the second-highest on record) and a 5-basis-point widening in spreads, leading to their 
weakest monthly performance since October 2024. The Federal Reserve left rates unchanged at the March meeting, 
signaling a cautious approach as policymakers monitored ongoing economic data.   

Broad Market Environment: 
• Equity and fixed income markets declined broadly in March given geopolitical tensions and resulting 

supply shocks.  
o U.S.-Israeli operations against Iran led to the closure of the Strait of Hormuz  
o ~20% of global seaborne oil supply disrupted  
o Brent crude surged from ~$76 to $118/barrel  
o Inflation fears rose; bond yields increased as Fed easing expectations were reduced  

• Growth backdrop weakened:  
o 4Q25 GDP revised lower to 0.5% annualized (down 0.2 percentage points) 
o Downward revisions across exports, consumer spending, government spending, investment, 

and imports  
•  Labor market was generally positive:  

o +178,000 jobs added in March  
o Unemployment rate declined to 4.3% (from 4.4%)  
o Job gains concentrated in healthcare, but were more subdued in other sectors amidst declining 

federal employment, cooling wage growth  
•  Inflation rose over the month, driven primarily by energy prices, especially gasoline: 

o Headline CPI: 3.3% YoY (up from 2.4%)  
o Monthly CPI: +0.9% (vs. +0.3% prior)  
o Core CPI: 2.6% YoY, +0.2% MoM  

 
Fixed Income Environment: 

• Fixed income declined in March (Bloomberg U.S. Aggregate: -1.8%) as rising oil prices fueled 
inflation concerns and pushed yields higher  

• Selloff concentrated in intermediate and long maturities; short end largely unchanged  
• Fed held rates at 3.50%–3.75%, maintaining outlook for one rate cut in 2026  
• Investment-grade corporates faced challenges: 

o Heavy issuance ($237B; second busiest March on record)  
o Spreads widened 5 bps to 89 bps  
o Largest monthly loss since Oct 2024 (-2.0%) 

• Treasury yields rose across most maturities: 
o 2-year: +41 bps to 3.79%  
o 10-year: +33 bps to 4.30%  
o 30-year: +24 bps to 4.88%  
o The short-end was more stable -- 90-day: +3 bps to 3.70%  
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