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October’s headlines were largely concentrated on 
November’s US election. The historically divisive election 
has been the main focus for the US, as well as other 
parts of the world, for the better part of 2020. Due to the 
large amount of mail-in ballots as a result of the ongoing 
pandemic, we won’t know the outcome for potentially 
days if not weeks. 

Looking at the cash markets, the election has had very little or no impact on rates or liquidity, 
thus far. Here is the month in summary:

• Economic indicators turned broadly positive over the month given the results of a larger 
economic ‘reopening.’ Indicators are expected to turn negative as infection rates trend higher 
and restricted economic activity is anticipated. 

• Negotiations on the next fiscal deal were delayed multiple times. It is expected Congress will 
come to an agreement post-election. 

• Market index rates (SOFR, Libor, OIS) were mostly unchanged over the month. Libor rates 
reached historic lows intra-month but closed slightly higher — 3-month Libor: 0.21% — 
most likely due to the weakness in the risk (equity) sector. Please reference our Weekly 
Commentary and Fixed Income market update email sent each Friday for all current and 
historical market rates. 

• Commercial paper (CP) and certificate of deposit (CD) rates were mixed to slightly lower 
over the month and continue to see strong demand. CP outstanding debt was higher month-
over-month and is now $971 billion after starting the year at $1.16 trillion. The low over the past 
two decades was $913 billion in January of 2017, just after money market fund reform. 

• US Treasury bill (T-bill) yields were unchanged over the month. The expectation of a 
fiscal stimulus package and an increase in T-bill supply has many hopeful for higher yields. 
T-bill outstanding debt is now $5.02 trillion and total Treasury debt is over $20 trillion. 
T-bill outstanding debt has not been 25% of total Treasury debt since 2010. This should 
support higher T-bill yields than we saw in the last zero policy rate market between 2008  
and 2015. 
 

• The Federal Reserve’s (Fed) balance sheet of assets (System Open Market Account or 
SOMA) expanded by ~$90 billion this month and is now $7.145 trillion. Excess reserves held 
at the Fed were unchanged at $2.85 trillion. The Fed continues to purchase ~$80 billion of 
US Treasury debt and ~$40 billion of agency mortgage debt each month as part of their 
quantitative easing program.
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• Other Fed liquidity programs that sprung from the liquidity crisis in March and April have seen 
continued utilization decline. This was, and is, expected. The largest decline was in the FX 
Swap line peaked at $448 billion and is now at $0.2 billion. The money market liquidity facility 
is now $5.6 billion from a high of $53 billion. 

• 10-year Treasury yields were higher by ~20bps over the month. This is somewhat 
counterintuitive considering the sell-off in equities but could be explained by some 
expectation of a Democratic party sweep and thus more fiscal stimulus. With election 
outcomes uncertain, yields look poised to fall in November. 

• T-bills continue to offer higher yields and better value for Government money market funds 
over Government agency debt. The agencies (FHLB, FNMA, FHLMC) continue to issue debt 
at yields lower than that of T-bills. This is the result of low supply and strong demand for 
agency debt. We remain focused on buying T-bills for the portfolios. 

• Money market fund AUM continues to drift lower, as expected. Approximately $50 billion 
flowed out in October and the total balance is now $4.348 trillion. Institutional prime funds 
was the only category that saw inflows, up $3 billion for a total of $298 billion. 

• The yield difference between a prime money market fund and a government money market 
fund continues to compress and according to the author’s ten fund average, stands at 6bps. It 
is anticipated that the difference could tighten further.  

• The market continues to price in the risk of negative policy rates in the US although the Fed 
has been very clear this is not part of their policy tool kit. There is the possibility of negative 
market rates but at the current time remains very low. The Fed also maintains their reverse 
repo program in order to drain liquidity should market rates go negative.
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Investing involves risk including the risk of loss 
of principal. 

Past performance is not a guarantee of 
future results.

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 
liability for decisions based on such information. 

The information provided does not constitute 
investment advice as such term is defined 
under the Markets in Financial Instruments 
Directive (2014/65/EU) or applicable Swiss 
regulation and it should not be relied on as such. 
It should not be considered a solicitation to buy 
or an offer to sell any investment. It does not 
take into account any investor’s or potential 
investor’s particular investment objectives, 
strategies, tax status, risk appetite or 
investment horizon. If you require investment 
advice you should consult your tax and financial 
or other professional advisor.

The information contained in this 
communication is not a research 
recommendation or ‘investment research’ 
and is classified as a ‘Marketing 
Communication’ in accordance with the 
Markets in Financial Instruments Directive 
(2014/65/EU) or applicable Swiss 
regulation. This means that this marketing 
communication (a) has not been prepared 
in accordance with legal requirements 
designed to promote the independence of 
investment research (b) is not subject to 
any prohibition on dealing ahead of the 
dissemination of investment research.
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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 
• Build from breadth 
• Invest as stewards 
• Invent the future 

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 31 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 $3.15 trillion* under our care.

*  This figure is presented as of September 30, 2020 and includes approximately $80.51 billion USD 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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