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The U.S. Federal Reserve (Fed) announced a major series of 
programs on April 9, timed to coincide with the release of weekly 
new unemployment claims reaching a record 6.6 million. This 
new series of programs expanded some existing facilities, 
introduced new ones, and generally broadened the reach of 
lending backed by the Fed to proactively reach new areas of the 
broader U.S. economy. 

We believe this should be a positive for equity and credit markets, 
as well as for the health of the broader U.S. economy. The initial 
launches of the Primary Market Corporate Credit Facility (PMCCF) 
and Secondary Market Corporate Credit Facility (SMCCF) on 
March 23 were new territory for the Fed in facilitating lending to 
corporations, and in its ability to underwrite actual losses. The 
Main Street Lending Program introduced on April 9 is unprec-
edented in that the Fed is essentially expanding lending to 
non-investment grade companies. Among other things, the 
programs announced on April 9:

n Address some key concerns from investors with regard to 
which borrowers would be able to directly benefit from the Fed, 
no longer limiting access to investment grade corporate 
borrowers or larger municipal borrowers. 

n Include multiple asset classes, including a range of structured 
products, in a major Fed lending facility (TALF). In addition to 
providing direct support to these asset classes, this indicates 
that the Fed is looking to support numerous markets. 

n Signal that the Fed is actively monitoring markets and the 
overall economy, very much leaving open the door to future 
actions that expand on existing programs, and that the central 
bank will introduce new mandates as needed. 

In our view, the likely market implications are as follows: 

n This Fed announcement should be broadly favorable for risk 
assets, and provides additional relief for many businesses and 
municipalities that were outside the scope of some of the 
initial programs. In broadly expanding the scope of eligible 
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borrowers, the new programs will reach smaller companies 
that fell between the investment grade-based PMCCF and 
SMCCF, but weren’t small enough to be eligible for the 
generous Small Business Administration loans, as well as 
municipal borrowers. 

n In general, many markets will be impacted. The Main Street 
Lending program should be a big boost for the high yield and 
loan markets, and also for small and mid cap companies, 
where prior announcements seemed to primarily help large 
cap (predominantly investment grade) companies. Inclusion of 
downgraded companies in the PMCCF and SMCCF is a huge 
relief to many lower quality BBB companies, and some fallen 
angels (such as Ford) have traded significantly higher following 
the announcement. 

n The inclusion of commercial mortgage-backed securities 
(CMBS) and ‘AAA’-rated collateralized loan obligations (CLOs) 
is a clear positive for structured products, even though it only 
includes AAA legacy CMBS and new issue AAA CLOs. Some 
investors had concerns that the Fed was only interested in 

helping corporate borrowers. This material expansion indi-
cates that the Fed is listening to investors, willing to be 
proactive and interested in helping to stabilize and support an 
expanded number of areas of the markets, as needed. We 
believe that even securities and asset classes not directly 
impacted are likely to benefit from the combination of relative 
value versus supported assets, and overall market stabilization. 

n In our opinion, this should be a strong positive for small and 
mid cap equities too, as prior support seemed to favor large 
cap, investment grade companies. While the support is directly 
targeted at credit availability, this reduces default risk for many 
equities, which will likely allow some investors to focus on 
recovery scenarios. 

n The new municipal liquidity facility included in the Fed’s 
announcement should also help with investor confidence 
overall, we think, in a sector that has been negatively 
impacted by headline risk and concerns about a short term 
plunge in revenues.
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IMPORTANT INFORMATION
The value of investments in fixed-income securities will change as interest rates fluctuate and 
in response to market movements. Generally, when interest rates rise, the prices of debt 
securities fall, and when interest rates fall, prices generally rise. U.S. Treasuries are debt 
obligations issued and backed by the full faith and credit of the U.S. government. Income from 
Treasury securities is exempt from state and local taxes. Although Treasuries are considered to 
have low credit risk, they are affected by other types of risk—mainly interest rate risk (when 
interest rates rise, the market value of debt obligations tends to drop) and inflation risk. The 
municipal bond market may be impacted by unfavorable legislative or political developments 
and adverse changes in the financial conditions of state and municipal issuers or the federal 
government in case it provides financial support to the municipality. Certain sectors of the 
municipal bond market have special risks that can affect them more significantly than the 
market as a whole. Income from municipal bonds may be subject to the alternative minimum 
tax. Federal, state and local taxes may apply. Any capital gains realized may be subject to 
taxation. There is a risk that a bond issued as tax-exempt may be reclassified by the IRS as 
taxable, creating taxable rather than tax-exempt income. The value of investments in equity 
securities will fluctuate in response to general economic conditions and to changes in the 
prospects of particular companies and/or sectors in the economy. The securities markets of 
emerging countries tend to be less liquid, especially subject to greater price volatility, have a 
smaller market capitalization, have less government regulation and may not be subject to as 
extensive and frequent accounting, financial and other reporting requirements as securities 
issued in more developed countries.
Forecasts and projections are based on current market conditions and are subject to change 
without notice. Projections should not be considered a guarantee.
This article may contain assumptions that are “forward-looking statements,” which are based 
on certain assumptions of future events. Actual events are difficult to predict and may differ 
from those assumed. There can be no assurance that forward-looking statements will 

materialize or that actual returns or results will not be materially different from those 
described here.
Treasuries are debt securities issued by the U.S. government and secured by its full faith and 
credit. Income from Treasury securities is exempt from state and local taxes.
Collateralized loan obligations (CLOs) are a form of securitization where payments from 
multiple middle sized and large business loans are pooled together and passed on to different 
classes of owners in various tranches. A CLO is a type of collateralized debt obligation.
Commercial mortgage-backed securities (CMBS) are secured by mortgages on 
commercial properties rather than residential real estate. The underlying loans that are 
securitized into CMBS include those for properties such as apartment buildings and complexes, 
factories, hotels, office buildings, office parks, and shopping malls.
The opinions in the preceding commentary are as of the date of publication and are subject to 
change. Additionally, the opinions may not represent the opinions of the firm as a whole. The 
document is not intended for use as forecast, research or investment advice concerning any particular 
investment or the markets in general, and it is not intended to be legal advice or tax advice. This 
document is prepared based on information Lord Abbett deems reliable; however, Lord Abbett does 
not warrant the accuracy and completeness of the information.
The information provided herein is not directed at any investor or category of investors and is provided 
solely as general information about our products and services and to otherwise provide general 
investment education. No information contained herein should be regarded as a suggestion to engage 
in or refrain from any investment-related course of action as Lord, Abbett & Co LLC (and its affiliates, 
“Lord Abbett”) is not undertaking to provide impartial investment advice, act as an impartial adviser, 
or give advice in a fiduciary capacity with respect to the materials presented herein. If you are an 
individual retirement investor, contact your financial advisor or other non-Lord Abbett fiduciary about 
whether any given investment idea, strategy, product, or service described herein may be appropriate 
for your circumstances.
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