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Global Credit - 10 questions to start 2025:

1. How about global growth 4. Which direction for credit 7. Will bond issuance continue 9. Spreads screen tight, so
and a potential divergence? metrics? to increase? why should | buy?

2. Whatis the likely path for 5. Are we done with rating 8. What about investors’ 10. Where can | find value in
rate cuts? upgrades? risk appetite? global credit?

3. What are the implications of 6. Does M&A pose a risk to
the US Election? investors?

Our monthly scorecard evaluates the four main driving factors for global credit:
Macroeconomics (economic trends and monetary policy), Microeconomics (corporate fundamentals), Technical Factors (flows, new issues, etc.) and Valuation. Our market outlook follows this structure. Vontobel, 12.2024. 2
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#1. Low global growth but no recession...

Overall, the global economy expanded at a below average rate but managed to avoid a recession
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Our Vontobel global economic growth index reflects the current economic situation compared to its long-term history.
Source: LSEG, Vontobel, 12.2024
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...with the US diverging from Europe. Macro

Real GDP US versus Europe and forecast
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Any projections or forward-looking data herein are based on a variety of estimates and assumptions. There can be no assurance that those estimates or assumptions will prove accurate, and actual results may differ materially.
Source: International Monetary Fund, Bloomberg, Vontobel, 12.2024. 4
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#2. Central banks turned the corner, but we likely see more divergence. Macro

Most central banks are in a cutting cycle with the Fed joining last September
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Any projections or forward-looking data herein are based on a variety of estimates and assumptions. There can be no assurance that those estimates or assumptions will prove accurate, and actual results may differ materially.
Source: Refinitiv, Bloomberg, Vontobel, 12.2024. 5
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#3. US election results with potential impact on global trade and certain sectors...

Top-down policies Sector implications

Tariffs:
Higher tariffs likely, with 60% on China and 10% on ROW. Banking
Potential drag on consumption in the US and globally.
Deregulation:
To favor economic growth and enable fiscal consolidation.
Expect more favorable M&A environment.

Sanctions:
Likely on Technology and Commodity related sectors.
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Utilities /

Energy

Taxes:
Lower corporate taxes from 21% to 15% possible.
Discussions on US deficit likely.

Immigration:
Limit on immigration with effects on growth and wages.
Telecom /
Efficiency: Media / Tech
Lower government spending likely to help deficits but also
negative impact from lower spending.

Views subject to change.
Source: Vontobel, 12.2024.
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Macro

Less regulation to drive loan growth and capital
markets activities
Capital burden could be reduced on large banks

Incentives cut for clean energy
Roll back of some emissions policies to delay
coal plant retirements

Lower corporate tax rate benefits telecoms
Auction of new spectrum licenses possible
More Media M&A
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...with policy changes likely to cause higher deficits.

Fiscal deficit in the US expected to increase, while Europe more on a downward trend

Vontobel

Macro
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Any projections or forward-looking data herein are based on a variety of estimates and assumptions. There can be no assurance that those estimates or assumptions will prove accurate, and actual results may differ materially.
Source: DB, Vontobel, 12.2024.
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#4. Robust credit metrics, with... Micro

Leverage improved and now consolidating Interest coverage ratio at pre-Covid levels
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Source: Goldman Sachs, Vontobel, 12.2024. Note: Data includes Q3 2024 results of US Investment Grade Non-Financial issuers. Net leverage =Total debt-cash divided by EBITDA 8
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...margin improvement and decent earnings expectations.

Micro
Better margin improvement for BBBs Double-digit earnings growth expected
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Any projections or forward-looking data herein are based on a variety of estimates and assumptions. There can be no assurance that those estimates or assumptions will prove accurate, and actual results may differ materially.
Source: JP Morgan, Vontobel, 12.2024.
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#5. Positive rating trend likely to be more balanced going forward, but typically... Micro

Europe United States
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Any projections or forward-looking data herein are based on a variety of estimates and assumptions. There can be no assurance that those estimates or assumptions will prove accurate, and actual results may differ materially.
Source: Barclays, Vontobel, 12.2024. 10
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... low BBB rated corporates tend to benefit from upgrades more than other categories. Micro

Moody’s one-year rating migration table, 1983-2023
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Historically, low-BBB-rated companies
have shown a stronger trend toward
10 upgrades (10.3%) rather than downgrades
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Source: Moody’s, Vontobel, 12.2024
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#6. M&A activities likely to rise from a low base, as well as capex... Micro

Global M&A activities low, for now Capital Expenditures continue to increase in some sectors
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Any projections or forward-looking data herein are based on a variety of estimates and assumptions. There can be no assurance that those estimates or assumptions will prove accurate, and actual results may differ materially. 12

Source: Bloomberg, Vontobel, 12.2024.
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...while more hybrid issuance can help to ease the impact on credit metrics. Micro

Corporate hybrids in the US as a growing market segment

35 Background:

= Methodology change: During 2024, Moody's decided to increase the equity
30 content of US hybrids, from 25% to 50%. This caused strong hybrid issuance, mostly
from the Utility and Energy sector.

25 - = What’s next: More hybrid issuance is likely in 2025, as Utility companies highlighted
already their need to increase capex spending. Other sectors might join in on hybrid
issuance.
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Any projections or forward-looking data herein are based on a variety of estimates and assumptions. There can be no assurance that those estimates or assumptions will prove accurate, and actual results may differ materially. 13

Source: JP Morgan, Bloomberg, Vontobel,12.2024.
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#7. Bond issuance likely to stay at high levels, driven by redemptions and M&A... Technicals
USD IG bond supply EUR IG bond supply
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Any projections or forward-looking data herein are based on a variety of estimates and assumptions. There can be no assurance that those estimates or assumptions will prove accurate, and actual results may differ materially.
Source: * expected numbers for 2025. Barclays, BAML, Vontobel, 12.2024
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...but coupon payments may absorb a large part of the net supply. Technicals

Coupons as % of bond supply Net supply lower due to large redemptions and coupons
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Any projections or forward-looking data herein are based on a variety of estimates and assumptions. There can be no assurance that those estimates or assumptions will prove accurate, and actual results may differ materially.
Source: * expected numbers for 2025. Source: Barclays, JP Morgan, Vontobel, 12.2024.
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#8. Inflows into global credit are supported by pension fund demand... Technicals
Fund Flows Investment Grade Pension funding ratios improved significantly
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Source: JP Morgan, EPFR data based on US and EU IG fund flows, Pension Protection Fund UK (PPF7800 Index), Vontobel, 12.2024.
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Technicals

...while market liquidity in global credit has improved over the years.

Bid-Ask spread narrowed for Investment Grade bonds
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Source: Goldman Sachs, Vontobel, 12.2024.



For institutional investors only / not for public viewing or distribution

Vontobel
#9. Spreads screen tight as fundamentals look solid, but investors buy the yield...  Valuation |
Global corporate yields at a multi-year high Global Corporate spreads can stay tight for some time
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Source: Bloomberg, ICE BofA Global Corporate Index, 12.2024.
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...as global credit remains attractive versus other asset classes...  Valuation |

Bond yields compare favorably versus dividend yields

Yield, in %
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Past performance is not an indication of future results. 19
Source: Bloomberg, ICE BofA Global Corporate Index, 12.2024
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...and investors acknowledge that market characteristics have improved recently. [ekmton|
Lower Duration Low Price Better Diversification Higher Quality
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#10. Some sector trades remain in place and dispersion increased elsewhere...  Valuation |

Hold on to the Banks versus Non-Financials preference Global automotive spreads dispersion
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... and value in “fallen angels” has become substantial. ' Valuation
Pricing of US Fallen Angels vs BBs Pricing of EU Fallen Angels vs BBs
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Summary: How to prepare for 2025?
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How does
the world
look?

iy

How may
tnvestors
extract value?

Views subject to change.
Source: Vontobel, as of 12.2024.

Macroeconomics:
Divergence on economic
growth and central bank

action in the US and EU can
become a theme. The US
election impact on credit
markets varies across
sectors.

Take an active
approach to benefit
from a potential
economic divergence.
Swiftly switch across
regions and sectors.

Microeconomics:
Credit metrics broadly stable
with rating upgrades to
continue. Risks are likely
rising M&A and more fallen
angels.

Be more selective and
identify issuers with a stable
to improving
credit trend. Keep an eye on
the growing corporate
hybrids activity in the US.

Screen for new bonds
with attractive premiums
but also for increasing
dispersion in the
secondary market.

Vontobel

Higher coupon bonds
translate into higher
income. Screen for
relative value
opportunities, such as
sector comparisons.

23



This is not the end...

...as there are
obviously more
interesting topics on
our agenda, and we
are more than
happy to share our
thoughts with you.

Christian Hantel
Executive Director
Investments
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Director
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Important Information

This marketing document was produced by one or more companies of the Vontobel Group (collectively
"Vontobel") for institutional clients.

This document is for information purposes only and nothing contained in this document should constitute a
solicitation, or offer, or recommendation, to buy or sell any investment instruments, to effect any
transactions, or to conclude any legal act of any kind whatsoever. Information provided should not be
construed as investment advice or any other kind of advice on legal, tax, financial or other advice or a
recommendation to purchase, hold or sell any investment. No representation is given that the securities,
products, or services discussed herein is suitable for any particular investor. Neither asset allocation nor
diversification assure a profit or protect against loss in declining markets.

Past performance is not a reliable indicator of current or future performance. The return may go down as
well as up, e.g. due to changes in rates of exchange between currencies. The value of invested monies can
increase or decrease and there is no guarantee that all or part of your invested capital can be redeemed.

Any projections or forward-looking statements regarding future events or the financial performance of
countries, markets and/or investments are based on a variety of estimates and assumptions. There can be
no assurance that the assumptions made in connection with the projections will prove accurate, and actual
results may differ materially. The inclusion of forecasts should not be regarded as an indication that
Vontobel considers the projections to be a reliable prediction of future events and should not be relied upon
as such. Vontobel reserves the right to make changes and corrections to the information and opinions
expressed herein at any time, without notice.

Information has been obtained from sources believed to be reliable but J.P. Morgan does not warrant its
completeness or accuracy. The Index is used with permission. The Index may not be copied, used, or
distributed without J.P. Morgan's prior written approval. Copyright 2024, J.P. Morgan Chase & Co. All
rights reserved.

“BLOOMBERG®” and the Bloomberg indices listed herein (the “Indices”) are service marks of Bloomberg
Finance L.P. and its affiliates, including Bloomberg Index Services Limited (“BISL”), the administrator of the
Indices (collectively, “Bloomberg”) and have been licensed for use for certain purposes by the distributor
hereof (the “Licensee”). Bloomberg is not affiliated with Licensee, and Bloomberg does not approve,
endorse, review, or recommend the financial products named herein (the “Products”). Bloomberg does not
guarantee the timeliness, accuracy, or completeness of any data or information relating to the Products.

This document is not the result of a financial analysis and therefore the “Directives on the Independence of
Financial Research” of the Swiss Bankers Association are not applicable. Vontobel and/or its board of
directors, executive management and employees may have or have had interests or positions in, or traded
or acted as market maker in relevant securities. Furthermore, such entities or persons may have executed
transactions for clients in these instruments or may provide or have provided corporate finance or other
services to relevant companies.

Vontobel

US Offshore and LatAm: Information herein prepared and approved for institutional / professional investors
and approved for use in certain jurisdictions only. Vontobel offers a variety of products and services
intended solely for qualified investors from certain countries or regions. Your country of legal residence will
determine the products or services that are available to you. Information herein should not be considered a
solicitation or offering for the sale of any investment product or service to any person in any jurisdiction
where such solicitation or offer would be unlawful or prohibited. Furthermore, this information is not
intended for use in any jurisdiction which would subject Vontobel to any registration, licensing or other
authorization requirement within such jurisdiction or country. It is the responsibility of the recipient to inform
themselves and observe applicable regulations and restrictions for their respective jurisdiction(s).
Information herein is not intended for retail investors and/or distribution to the general public in any
Jjurisdiction.

Although Vontobel believes that the information provided in this document is based on reliable sources, it
cannot assume responsibility for the quality, correctness, timeliness or completeness of the information
contained in this document. Except as permitted under applicable copyright laws, none of this information
may be reproduced, adapted, uploaded to a third party, linked to, framed, performed in public, distributed
or transmitted in any form by any process without the specific written consent of Vontobel. To the
maximum extent permitted by law, Vontobel will not be liable in any way for any loss or damage suffered
by you through use or access to this information, or Vontobel’s failure to provide this information. Our
liability for negligence, breach of contract or contravention of any law as a result of our failure to provide
this information or any part of it, or for any problems with this information, which cannot be lawfully
excluded, is limited, at our option and to the maximum extent permitted by law, to resupplying this
information or any part of it to you, or to paying for the resupply of this information or any part of it to you.
Neither this document nor any copy of it may be distributed in any jurisdiction where its distribution may be
restricted by law. Persons who receive this document should make themselves aware of and adhere to any
such restrictions.

© 2024 Vontobel Asset Management, Inc. All Rights Reserved
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Important Legal Information for Australia & New Zealand, Japan,

Singapore & Hong Kong

Australia and New Zealand
This information is only intended to be provided to persons:

in Australia if that person is a wholesale client for the purposes of section 761G of the Corporations Act of
Australia; and

in New Zealand if that person is a wholesale client for the purposes of section 5C of the FAA.

This document is not intended to be distributed or passed on, directly or indirectly, to any other class of
persons in Australia or New Zealand. This document has not been prepared specifically for Australian or New
Zealand investors.

This document is prepared by Vontobel Asset Management Pte. Ltd. (Financial Instruments Business
Operator conducting Investment Advisory and Agency Business) (Director of Kanto Local Finance Bureau
(Kinsho) No. 3214) in order to provide general information only, and is not intended as a solicitation for the
purchase or sale of any financial instruments, or as a solicitation for an investment management or
investment advisory relationship.

This document is to be used solely by your company for the purpose of research and informational purposes,
and may not be copied, reproduced, used for unrelated purposes or provided outside your company without
our company's consent.

Although this document has been prepared based on information that we believe to be reliable, we do not
warrant its accuracy or reliability. The information and data presented here are as of the date of preparation of
this document.

The historical performance and wording of this material do not warrant or imply any future operating
results. Past performance is not a predictor of future performance or results.

All rights and obligations relating to the information in this material belong to the information provider, and the
content may be varied or modified without notice for any reason determined by the information provider.

Any investment or other judgment based on the information in this material shall be made at the sole
responsibility of the reader, and neither Vontobel Asset Management Pte. Ltd. nor any other information
provider shall be held liable in any way for any loss caused by the information in this material.
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The fund and its sub-funds are not available to retail investors in Singapore. Selected sub-funds of the fund
are currently recognized as restricted schemes by the Monetary Authority of Singapore. These sub-funds may
only be offered to certain prescribed persons on certain conditions as provided in the “Securities and Futures
Act”, Chapter 289 of Singapore. This document was approved by Vontobel Pte. Ltd., which is licensed with
the Monetary Authority of Singapore as a Capital Markets Services Licensee and Exempt Financial Adviser
and has its registered office at 8 Marina Boulevard, Marina Bay Financial Centre (Tower 1), Level 04-03,
Singapore 018981. This advertisement has not been reviewed by the Monetary Authority of Singapore.

The fund is not authorized by the Securities and Futures Commission in Hong Kong. It may only be offered to
those investors qualifying as professional investors under the Securities and Futures Ordinance. The contents
of this document have not been reviewed by any regulatory authority in Hong Kong. You are advised to
exercise caution and if you are in doubt about any of the contents of this document, you should obtain
independent professional advice. This document was approved by Vontobel (Hong Kong) Ltd., which is
licensed by the Securities and Futures Commission of Hong Kong and provides services only to professional
investors as defined under the Securities and Futures Ordinance (Cap. 571) of Hong Kong and has its
registered office at 1901 Gloucester Tower, The Landmark 15 Queen’s Road Central, Hong Kong. This
advertisement has not been reviewed by the Securities and Futures Commission.



