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* US credit and its underlying fundamentals have long been viewed as superior, but the differential is shrinking - and given the
tight valuations across financial assets, we favor reducing the substantial overweight to the US toward more neutral
exposures.

* European leveraged loans are looking more and more like an attractive alternative to US risk assets, with many investors
underexposed to the region, which is looking at a resurgence amid pressure to retool its fiscal expenditures, especially in
Germany.

* Parts of emerging markets are also on a solid footing, with the vast majority of EM corporates having fairly minimal direct
exposure to trade to the US. We also believe recent volatility highlights Asian US dollar credit as an interesting alternative to
US and European fixed income, particularly in a drawdown environment.

* Credit spreads have tightened dramatically from the wides in April, and the primary market is coming back to life. While we
do not expect further spread compression, and returns will be driven by yield going forward, we believe high yield bonds, bank
loans, and CLO debt tranches all have attractive relative return potential under these conditions.

The corporate credit markets have remained surprisingly calm relative to rates and equities amid the recent tariff rhetoric and
policy-related chaos, with support from a solid foundation as the economy and markets head into a potential deceleration, albeit
from a period of strength.

The key questions for fixed income investors, who are grappling with head-spinning shifts in the financial world order, have turned
somewhat existential: Will the US government’s actions more permanently erode the long-term attractiveness of US financial
markets? And if so, what does this spell for the long-established trend of US exceptionalism, which had created a massive
concentration in US assets?

US credit, and its underlying fundamentals, have long been viewed as superior, but the differential is shrinking - and because of
that, and given the tight valuations across financial assets, we favor reducing the substantial overweight to the US toward more
neutral exposures. Therefore, we support a more global fixed income approach that considers the potential benefits of Europe,
Asia, and parts of emerging markets as critical components of a diverse portfolio.

The sell-off in Treasury bonds in recent months may signal anticipation of reduced future demand from marginal foreign buyers and is

likely one of the reasons for a weaker dollar. If confidence and trust in the US take a more permanent hit, the longer-term implications
for demand and pricing of US assets could weigh on future growth - in terms of both corporate earnings and macro trends.

Foreign Demand for US Bonds Has Declined
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Source: Federal Reserve, Barclays Research as of 17 June 2025. “All other” includes GSEs, state and local governments,
banking sector, brokers/dealers, other financial companies, non-financial corporate and non-corporate business, households,
and REITS. Households are estimated as a residual category.
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That said, we do not expect the US to lose its prominent position in financial markets nor face an end to its exceptionalism anytime
soon. Rather, we see the gap with other regions compressing - and believe investors may benefit from becoming more diversified,
both globally and across asset classes and sectors.

Extending into Europe, Asia, and emerging market debt

Where are we seeing opportunity today? One area where we are now more constructive is European credit, particularly European
leveraged loans. Many investors are underexposed to the region, which is looking at a resurgence amid pressure to retool its fiscal
expenditures on both the military and infrastructure, especially in Germany.

Europe may also benefit from a kind of forced collaboration on trade issues and spending after the bloc had previously started to
fracture, leading to a more positive outcome down the road (despite some short-term pain). European leveraged loans are looking
more and more like an attractive alternative to reduce overexposure to US risk assets, including mature equities and not just US
credit.

EU Debt Is Looking Attractive
USD hedged yield comparisons: US and EU leveraged loans and HY bonds
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Source: Bloomberg and J.P. Morgan as of 16 June 2025. US high yield is Bloomberg US Corporate High Yield Index; EU high
yield is Bloomberg Pan-European High Yield Index; US loans is J.P. Morgan Leveraged Loan Index; EU loans is J.P. Morgan
European Loan Index. It is not possible to invest directly into an index. For illustrative purposes only. We are not soliciting or
recommending any action based on this material. Past performance is not indicative of future results.

Parts of emerging markets are also on a solid footing, with the vast majority of EM corporates having fairly minimal direct exposure
to trade to the US. Notably, the banking sector across emerging markets is generally well-positioned to withstand downside risks
in the global economy, and while rate cuts have reduced profitability, these cuts factor into a stable economic outlook that
supports loan quality and liquidity across the system.

We also believe recent volatility highlights Asian US dollar credit as an interesting alternative to US and European fixed income,
particularly in a drawdown environment. Many investors are leery of Asia amid concerns that Trump’s tariffs, while directed largely
at China, could have a broader impact as China’s manufacturing has shifted to other Asian countries. The underlying economies
are nonetheless quite robust, however, and we see an attractive opportunity set in Asia ex China debt.

Leveraged finance: Attractive yield remains after the bounce

Credit spreads have tightened dramatically from the wide levels in April, and the primary market is coming back to life.
Fundamentals for leveraged finance issuers remain robust: More companies are beating than missing earnings estimates, with
help from a supportive pre-tariff stocking trend. However, more companies are guiding down than guiding up, which is consistent
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with heightened trade uncertainty. As recession concerns abate, the credit market has erased nearly all of its year-to-date
weakness.

While we do not expect further spread compression, and returns will be driven by yield going forward, we believe high yield bonds,
bank loans, and collateralized loan obligation (CLO) debt tranches all have attractive relative return potential under these
conditions. That said, front-end Treasury rates are now pricing in only two rate cuts in 2025, which we believe makes floating-rate
asset classes such as bank loans and CLO debt more attractive on the margin relative to high yield bonds.

That said, the roller coaster trade dynamics and other currents will keep markets fluid, and we expect to see both positive shocks,
in the form of deal announcements or teases, and negative ones, such as more aggressive policies or deal disappointments.
Despite likely headline-driven volatility both ways in the coming months, we believe the risk is balanced, but tight valuations tilt
incrementally toward a more defensive portfolio bias by reducing higher-risk positions.

In high yield bonds we expect positive, carry-based total returns (but muted excess returns) and believe defaults could trend a bit
higher in 2026 but from current very low levels. We maintain a neutral portfolio stance following recent spread tightening.

In leveraged loans, improved forecasts for bank loan carry should compensate investors for increased uncertainty about issuer
fundamentals over the near to medium term. Distressed activity could tick up in select sectors, but we expect broader measures
of distress to remain relatively stable outside of a sharper economic downturn.

In CLOs, while the characteristic yield advantage has come down somewhat, higher-quality CLO debt is still offering an attractive
premium at a time when asset class valuations in many areas have stepped back toward cyclical tights. CLO equity is also
appealing due to its high and front-loaded income potential and embedded optionality. After outflows in April, we’ve begun to see
inflows into CLO ETFs (mostly AAAs). We have also witnessed renewed demand from US and Japanese banks in the primary market,
along with strong demand for CLO mezzanine tranches across insurers, money managers, and hedge funds, which is helping to
stabilize spreads and improve equity arbitrage.

Diverse buying opportunities in investment grade credit and rates

While we don’t believe investment grade (1G) credit is at significant risk from the stop-and-start tariff policies and other geopolitical
risks, we think a cautious approach that looks to more diverse options, including non-US credit and rates, is warranted to help
avoid overexposure to risk and to tap broader potential opportunities.

Indeed, whereas most investors had gravitated to the US recently from a rate standpoint, the US looks set to face an economic
slowdown. This would point to lower rates, but the curve could be pressured by a rising future supply of Treasuries when
incremental demand may be declining. Moody’s recent downgrade of the US is based on expectations of deteriorating fiscal
balances and debt levels, and while Federal Reserve members are indicating that they may stay on hold for longer, rate relief will
be forthcoming, if at a slow pace.

This makes regions outside the US look more attractive than they had been previously - including European credit, UK sterling
government debt, and long-end Japanese government bonds, where yields have risen. Similarly, parts of emerging markets, such
as Brazil and Mexico, as well as Asia credit, could be attractive diversifiers as well.

Trimming risk at the tails

De-escalation of trade tensions, particularly with respect to China, has spurred a reversal in sentiment, with the market embracing
risk assets once again. With the recent market rally, we’ve taken the opportunity to trim risk at the tails, given our view that the
tariff volatility and its impact on economic growth and policy is not yet over and a slowdown is still playing out.

The market has rebounded nonetheless, providing opportunities to trim some of the highest-risk components, where prices have
rallied and no longer seem to reflect any probability that volatility could return in the second half of the year. In short, we’ve favored
reducing select triple-C rated debt and some higher-beta credits while remaining constructive on single-B credits. In leveraged
finance, we think single-Bs look especially attractive given that investors have been piling into BBs and that triple-C debt has
rebounded.

Valuations look to be at the low end of fair value to us at the market level, but there are securities that remain attractive. Looking
ahead, we think spreads are more likely to widen than tighten given the potential for additional negative headlines to emerge and
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current tight valuations. The combination of shifting macro policy and rising geopolitical risks with tight valuations calls for adding
an element of defensive dry powder to credit portfolios, such as high-quality CLO tranches.

Our overarching message to fixed income investors is that it’s a prudent time to consider how well they have diversified their

sources of both risk and opportunity. We see it as crucial to reduce concentrations in any area that could prove vulnerable down
the road, while seeking exposure to regions and companies that provide diversification and improved risk-adjusted return potential.

For more insights into the trends moving markets in the second half of the year, see our 2025 Midyear Investment Outlook.

2025 Midyear Fixed Income Outlook: Going Global Amid Deglobalization Page 4 I


https://www.pinebridge.com/en-ie/institution/2025-midyear-investment-outlook

[Z PineBridge-*

INVESTMENTS

Disclosure

Investing involves risk, including possible loss of principal. The information presented herein is for illustrative purposes only and should not be
considered reflective of any particular security, strategy, or investment product. It represents a general assessment of the markets at a specific
time and is not a guarantee of future performance results or market movement. This material does not constitute investment, financial, legal,
tax, or other advice; investment research or a product of any research department; an offer to sell, or the solicitation of an offer to purchase any
security or interest in a fund; or a recommendation for any investment product or strategy. PineBridge Investments is not soliciting or
recommending any action based on information in this document. Any opinions, projections, or forward-looking statements expressed herein
are solely those of the author, may differ from the views or opinions expressed by other areas of PineBridge Investments, and are only for general
informational purposes as of the date indicated. Views may be based on third-party data that has not been independently verified. PineBridge
Investments does not approve of or endorse any republication of this material. You are solely responsible for deciding whether any investment
product or strategy is appropriate for you based upon your investment goals, financial situation and tolerance for risk.

Global Disclosure Statement

PineBridge Investments is a group of international companies that provides investment advice and markets asset management products and
services to clients around the world. PineBridge Investments is a registered trademark proprietary to PineBridge Investments IP Holding
Company Limited.

Readership: This document is intended solely for the addressee(s) and may not be redistributed without the prior permission of PineBridge
Investments. Its content may be confidential, proprietary, and/or trade secret information. PineBridge Investments and its subsidiaries are not
responsible for any unlawful distribution of this document to any third parties, in whole or in part.

Opinions: Any opinions expressed in this document represent the views of the manager, are valid only as of the date indicated, and are subject
to change without notice. There can be no guarantee that any of the opinions expressed in this document or any underlying position will be
maintained at the time of this presentation or thereafter. We are not soliciting or recommending any action based on this material.

Risk Warning: All investments involve risk, including possible loss of principal. If applicable, the offering document should be read for further
details including the risk factors. Our investment management services relate to a variety of investments, each of which can fluctuate in value.
The investment risks vary between different types of instruments. In making an investment decision, prospective investors must rely on their
own examination of the merits and risks involved.

Performance Notes: Past performance is not indicative of future results. There can be no assurance that any investment objective will be met.
No investment strategy or risk management technique can guarantee returns or eliminate risk in any market environment. PineBridge
Investments often uses benchmarks for the purpose of comparison of results. Benchmarks are used for illustrative purposes only, and any such
references should not be understood to mean there would necessarily be a correlation between investment returns of any investment and any
benchmark. Any referenced benchmark does not reflect fees and expenses associated with the active management of an investment. PineBridge
Investments may, from time to time, show the efficacy of its strategies or communicate general industry views via modeling. Such methods are
intended to show only an expected range of possible investment outcomes, and should not be viewed as a guide to future performance. There
is no assurance that any returns can be achieved, that the strategy will be successful or profitable for any investor, or that any industry views
will come to pass. Actual investors may experience different results.

Information is unaudited unless otherwise indicated, and any information from third-party sources is believed to be reliable, but PineBridge
Investments cannot guarantee its accuracy or completeness. All information is sourced from PineBridge Investments unless otherwise noted.

This document and the information contained herein does not constitute and is not intended to constitute an offer of securities or provision of
financial advice and accordingly should not be construed as such.

The securities and any other products or services referenced in this document may not be licensed in all jurisdictions, and unless otherwise
indicated, no regulator or government authority has reviewed this document or the merits of the products and services referenced herein. This
document and the information contained herein has been made available in accordance with the restrictions and/or limitations implemented
by any applicable laws and regulations. This document is directed at and intended for institutional and qualified investors (as such term is
defined in each jurisdiction in which the security is marketed). Before acting on any information in this document, prospective investors should
inform themselves of and observe all applicable laws, rules and regulations of any relevant jurisdictions and obtain independent advice if
required.

Where applicable, the Manager may determine to terminate any arrangements made for marketing the Shares in one or more jurisdictions in
accordance with the AIFM Directive and UCITS Directive respectively, as may be amended from time to time. Investors and potential investors
can obtain a summary of investor rights and information on access to collective redress mechanisms at www.pinebridge.com/investorrights.

Certain Geographic Disclosures:

Australia: PineBridge Investments LLC is exempt from the requirement to hold an Australian financial services license under the Corporations
Act 2001 (Cth) in respect of the financial services it provides to wholesale clients, and is not licensed to provide financial services to individual
investors or retail clients. Nothing herein constitutes an offer or solicitation to anyone in or outside Australia where such offer or solicitation is
not authorised or to whom it is unlawful. This information is not directed to any person to whom its publication or availability is restricted.
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Hong Kong: The issuer of this document is PineBridge Investments Asia Limited, a company incorporated in Bermuda with limited liability,
licensed and regulated by the Securities and Futures Commission (SFC). This document has not been reviewed by the SFC. PineBridge
Investments Asia Limited is registered as a Class A Registered Person with the Bermuda Monetary Authority pursuant to the Investment Business
Act 2003 (as amended).

Malaysia: PineBridge Investments Malaysia Sdn Bhd is licensed and regulated by Securities Commission of Malaysia (SC). This material is not
reviewed or endorsed by the SC.

Singapore: PineBridge Investments Singapore Limited is licensed and regulated by the Monetary Authority of Singapore (MAS). In Singapore,
this material may not be suitable to a retail investor. This advertisement or publication has not been reviewed by the MAS.

Taiwan: PineBridge Investments Management Taiwan Ltd. Is licensed and regulated by Securities and Futures Bureau of Taiwan (SFB). In Taiwan,
this material may not be suitable to investors and is not reviewed or endorsed by the SFB.

Last updated 15 January 2025. For additional legal and regulatory disclosures including other cross border information, please refer to
https://www.pinebridge.com/en/regulatory-disclosure.
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