
Monthly Cash Review 

The month of July saw the continued pattern of declining 
yields and stable credit conditions. 

The Federal Reserve (Fed) wants us to prepare for the worst. The central bank delivered a 
dovish message at the July meeting without any signal for imminent policy changes, noting that 
forward guidance is still under review. Chairman Powell underscored that although some things 
had improved there is still work ahead to fully repair the economy and linked the outlook to the 
virus path. He noted: “Following sharp declines, economic activity and employment have picked 
up somewhat in recent months but remain well below their levels at the beginning of the year.” 
He reiterated that the virus “poses considerable risks to the economic outlook over the medium 
term”. Fed officials simply marked time by acknowledging that “overall” financial conditions have 
improved “in recent months”. 

The most notable economic data release this month was US gross domestic product (GDP) 
declining at an annualized rate of 32.9% in 2Q 2020. Although not quite as bad as feared as 
consensus had been -34.5%. However, this is still the biggest decline on record. The details show 
that consumer spending was the main drag, falling 34.6% annualized, while fixed investment 
fell by 29.9%, led by a 38.7% plunge in residential investment. Inventory drawdowns meant 
this component subtracted four percentage points from headline GDP. On the positive side, 
government spending rose 2.7%, while net exports were a net positive contributor, adding a rather 
paltry 0.7 percentage points to headline GDP.

Jobless claims remain stubbornly high and there is real concern that as some government 
stimulus expires there could be a second surge in unemployment and jobless claims.

Economic data aside, corporate credit conditions continue to improve. Bloomberg Barclays 
investment grade credit spreads tightened by 11 basis points (bps) over the course of the month 
and Bloomberg Barclays high yield credit spreads were tighter by 107bps. USD Libor versus OIS 
was tighter by 5bps over the course of the month. Three-month A1/P1 commercial paper (CP) 
yields also declined by 5bps to 0.18%, leading some to wonder how much lower they can go. From 
2008 to 2015, CP yields did not reach their low level until five years after the Fed first introduced 
zero interest rate policy in April 2014. Perhaps this time will be quicker.

Prime strategy yields also declined over the month. The 10 largest prime fund’s average net yield 
was lower by 13bps (0.22%) over the course of the month and now is just 16bps over the similar 
10 largest government fund’s average net yield (0.07%). The government average yield declined 
by just 2bps over the course of the month. It is anticipated that a government money market 
fund’s yield could reach zero sometime in the fall. Although we saw US Treasury bill (T-bill) yields 
drift higher in May and early June, the yields are now trending lower. Three-month T-bill yields 
were lower by 6bps over the course of the month. The total Treasury supply continues to be a 
bright spot for money market investors. However, lighter than expected tax payments have led 
to increased demand for bills as money market funds that thought they were losing money to the 
IRS are now spending it out the T-bill curve. 
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The 10 fund average weighted average maturity (WAM) for the prime funds shortened by five 
days over the course of the month as did the weighted average life (WAL). Likely causes were 
increased tension between the US and China, as well as the resurgence in positive COVID-19 
cases. The continued flattening of the credit curve makes it more challenging for that reach for 
duration to be rewarded with higher yields. Government fund strategies saw both their WAM and 
WAL extend but only by two days, most likely due to post-tax deadline spending on less than 
expected redemptions.

Total AUM for money market funds was lower by ~$80 billion over the course of the month. 
Both Prime and Government funds were modestly lower due to US tax payments.
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Important Information

Investing involves risk including the risk of loss 
of principal. 

The whole or any part of this work may not be 
reproduced, copied or transmitted or any of its 
contents disclosed to third parties without 
SSGA’s express written consent. 

The information provided does not constitute 
investment advice and it should not be relied 
on as such. It should not be considered a 
solicitation to buy or an offer to sell a security. 
It does not take into account any investor’s 
particular investment objectives, strategies, 

tax status or investment horizon. You should 
consult your tax and financial advisor. All 
material has been obtained from sources 
believed to be reliable. There is no 
representation or warranty as to the accuracy of 
the information and State Street shall have no 
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About State Street 
Global Advisors

Our clients are the world’s governments, institutions and financial advisors. To help them achieve 
their financial goals we live our guiding principles each and every day:

Start with rigor We take a highly disciplined and risk-aware approach built on exhaustive 
research, careful analysis and market-tested experience to meet client needs. Rigor is behind 
every decision we make.

Build from breadth Today’s investment problems demand a breadth of capabilities. We build 
from a universe of active and index strategies to create cost-effective solutions.

Invest as stewards We help our portfolio companies see that what is fair for people and 
sustain-able for the planet can deliver long-term performance. As fiduciaries, we believe good 
stewardship is good investing.

Invent the future We created the first ETF in the US and are pioneers in index, active, and ESG 
investing. Using data, insights and investment skill, we are always inventing new ways to invest.

For four decades, these principles have helped us be the quiet power in a tumultuous investing 
world. Helping millions of people secure their financial futures. This takes each of our employees 
in 27 offices around the world, and a firm-wide conviction that we can always do it better. As a 
result, we are the world’s third-largest asset manager with US $3.05 trillion* under our care..

*  This figure is presented as of June 30, 2020 and includes approximately $69.52 billion of assets with respect to SPDR 
products for which State Street Global Advisors Funds Distributors, LLC (SSGA FD) acts solely as the marketing agent. 
SSGA FD and State Street Global Advisors are affiliated.
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