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During the pandemic the Fed expanded its asset purchase programs, first deployed after 2008
To ensure liquidity and the functioning of capital markets, the Fed cross the Rubicon of buying corporate bonds
‘Shock and awe’ from the Fed’s corporate bonds purchase announcement accounted for most of the impact
Now that the Fed has included corporate bonds, it has become another tool in its toolbox

Since the Great Financial Crisis (GFC) in 2008, when the Federal Reserve unleashed several Large Scale Asset
Purchase (LSAP) programs – otherwise known as quantitative easing (QE) - the market has become accustomed to the
Fed playing a dominant role within capital markets. Many investors argue that this intervention has materially distorted
pricing and asset allocation. Before the GFC, the Fed’s balance sheet averaged well under one trillion dollars. By late
2014, when the Fed decided to allow Treasuries and MBS securities held in the System Open Market Account (SOMA)
to wind down, the balance sheet had swelled to $4.6 trillion.
The Fed’s response to the pandemic-led market dislocation in 2020 caught the most seasoned Fed watchers by surprise.
Last March, Chair Jay Powell and the Federal Open Market Committee (FOMC) announced an asset purchase plan that
made even former Fed President Ben Bernanke sit up and take notice. In addition to restarting its dormant QE program,
the Fed purchased corporate bonds, including single name investment grade bonds and ETFs, for the first time. In early
April 2020, the FOMC expanded the corporate bond purchases to include eligible high yield bonds and high yield ETFs.
The inclusion of corporate bonds within the asset purchase program caused consternation among investors. The
corporate bond market being much smaller than the treasury market, participants were concerned about price discovery,
liquidity and an exit strategy for the purchases.
However, corporate bond purchases turned out not to be disruptive to IG or HY bond markets, amounting to less than
$500 million per week. The Secondary Market Corporate Credit Facility (SMCCF) topped out at $14 billion. The corporate
debt purchases had a strong psychological impact, yet had little practical imprint. While its inclusion raised eyebrows,
high yield represented an inconsequential, sub-5% of total SMCCF holdings.
Figure 1 illustrates the impact on high yield spreads following various Fed announcements about the SMCCF rollout –
notably even before actual asset purchases started.
Figure 1: Evolution of High Yield Spreads during Secondary Market Corporate Credit Facility (SMCCF)

1111 Brickell Avenue, Suite 1525 ● Miami, FL 33131 ● Office: +1 (305) 371-4578 Ext. 1003 ● Email: ir@concisecapital.com

On March 23rd, 2020, just after the global economic shutdown, the Fed announced two corporate debt buying facilities.
While a Primary Market Corporate Credit Facility was announced alongside the SMCCF, the Fed only utilized the
SMCCF. The HY market's knee-jerk reaction was a -144bp decline of the credit spread over Treasuries, which had
topped out at 1,087bp on March 23rd. Then, on April 9th, the Fed announced the inclusion of HY corporate bonds, driving
spreads lower by -65bp over the following week and down to 731bp on April 17th.
With spreads oscillating over the next month, on May 12th, the Fed announced that it would purchase bond ETFs. That
announcement led to another dramatic decline in spreads, which fell -228bp to 550bp through June 5th.
Finally, the HY market received yet another psychological boost following the announcement on June 16 th that the Fed
would begin purchases of eligible corporate bonds directly, including eligible BB rated issues and select "fallen angels".
The announcement, along with several fiscal policy initiatives, boosted performance throughout the rest of 2020 and into
2021.
Fears over the eventual unwind of the program proved unfounded. The HY market took the announcements on June 3rd,
2021 that the Fed would begin gradually selling ETFs, and on July 8th that it would begin selling eligible corporate bonds,
in stride. The entirety of the SMCCF portfolio was liquidated by the end of September 2021 without noticeable impact.
The Fed’s inclusion of corporate bonds within the SMCCF program proved to be symbolic yet effective. The extent to
which such tools may be utilized in future crises is unknown. Some central banks, such as the Bank of Japan, have
included nearly all asset classes in their asset purchase programs, including stocks. If the corporate bond market begins
to view the Fed as the buyer-of-last resort, it may price a ceiling for spreads below historical levels.

1111 Brickell Avenue, Suite 1525 ● Miami, FL 33131 ● Office: +1 (305) 371-4578 Ext. 1003 ● Email: ir@concisecapital.com

Disclaimer
This material is furnished by Concise Capital Management, LP or affiliates (collectively “Concise”). This material and its contents have
been prepared solely for illustration and discussion purposes and should not be considered as an offer to buy or sell any interests in
the Funds. Any reproduction of this information, in whole or in part, without the prior written consent of Concise is prohibited. Additional
information is available from Concise upon request. Neither Concise nor its affiliates are acting as your advisor or agent. This material
is not intended to provide a sufficient basis on which to make an investment decision. An offer can only be made to qualified investors
by means of a private placement memorandum. Please refer to the private placement memorandum, Prospectus, and/or any
supplements for complete details, including information about risk, charges, and expenses. There can be no guarantee that the Fund
will achieve its investment objective. Investment in the Fund involves investment risks, including the possible loss of the principal
amount invested. All market and commercial data in this message are not warranted as to completeness or accuracy.
An investment in a Fund is speculative and may involve substantial investment and other risks described in the relevant Fund Offering
Documents. Such risks may include, without limitation, risk of adverse or unanticipated market developments, interest rate risk, risk
of counterparty or issuer default, and risk of illiquidity. The performance results of any of the Funds can be volatile. No representation
is made that a Fund’s investment objectives will be achieved, that its risk management processes will be successful, or that the Fund
or any investment will make any profit or will not sustain losses. Any investment in a Fund will be subject to applicable advisory fees
and expenses. The Funds’ high fees and expenses may offset their profits. Past performance is no indication of future results. The
Funds have substantial restrictions on investors’ ability to redeem or transfer their interests, and there is no secondary market for the
Fund’s interests.
The information and opinions expressed herein are as of the date appearing in this material only, are not complete, are subject to
change without prior notice, and do not contain material information regarding the Funds, including specific information relating to an
investment in a Fund and important risk disclosures. The descriptions herein of the Funds’ investment objectives or criteria, the
characteristics of their investments, investment processes, or investment strategies and styles may not be fully indicative of any
present or future investments, are not intended to reflect performance, and may be changed in the discretion of Concise. While certain
data contained herein has been prepared from information that Concise believes to be reliable (including data supplied by third
parties), Concise does not warrant the accuracy or completeness of such information.
This document contains certain forward-looking statements and projections. Such statements and projections are subject to a number
of assumptions, risks, and uncertainties that may cause actual results, performance, or achievements to be materially different from
future results, performance, or achievements expressed or implied by these forward-looking statements and projections. Prospective
investors are cautioned not to invest based on these forward-looking statements and projections.
Concise Capital Management, LP is an SEC-registered investment advisor, managing assets for institutions, family offices, and
wealthy individuals. The firm is also a manager of onshore funds, offshore funds, a UCITS fund, and a sub-advisor to mutual funds.
Concise Capital Management, LP was incorporated in March 2004 and is based in Miami, FL.
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