IR+M CLIENT UPDATE

INCOME RESEARCH + MANAGEMENT May 12 — May 18, 2023
« Concerns about the debt-ceiling dominated headlines this week amidst Treasury Yield Curve
waning consumer sentiment and cooling housing market data %
+ Consumer sentiment readings sunk to their lowest level of 2023 6.0 -
as long-term inflation expectations surged 5.0 -
» Existing home sales dropped for the second straight month in 40 -
April by 3.4%, amid continually elevated mortgage rates and
homebuyer confidence at 40-year lows 3.0 -
+ Treasury yields moved higher week-over-week, notably in the front end 2.0 - 42812023
of the curve, as Federal Reserve (Fed) officials downplayed the 10 - — 5/17/2023
potential for rate cuts this year; the market-implied probability of a rate ' — 5117/2022
hike at the June FOMC meeting jumped from 3% to 29% 0.0 . . . : . .
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* The 2-year Treasury yield was 25bps higher week-over-week
and closed at 4.16%, while the 30-year rose 7bps to 3.86%

+ Pfizer's landmark $31 billion bond sale became the fourth largest deal Exiedl] 0peeT AUsieEr SUSJED
ever in the US investment-grade primary market, propelling supply to 5/17/2023 4.16 3.59 3.57 3.96 3.86
roughly $58 billion, marking the second busiest week of the year so far MTD Change 0.15 0.10 0.14 0.16 0.18

* Investment-grade corporate spreads were unchanged week- Month-to-Date Excess Returns

over-week at 146bps

+ High-yield issuers rushed into the primary market this week, supplying IG Corporates
over $3 billion; uncertainty surrounding the debt-ceiling contributed to a IG Financials
24bp increase in yields, reaching their highest level since March at .
IG Industrials
8.80%
. . . IG Utilities -0.92
+ High-yield spreads widened 13bps to 484bps
HY Corporates
. Issuanc_:e of asset-ba_c_ked s_ecurities (ABS) poured in this week, as Agency MBS 0.08
approximately $11 billion priced; however, year-to-date supply of $111
billion is 10% below last year’s pace ABS 0.06
* Municipals performed in line with Treasuries; the 10-year muni/Treasury CMBS 0.05
ratio remained unchanged at 67% -1.0 -0.5 0.0 0.5 %

Sources: Bloomberg and Bloomberg Index Services Limited
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