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Our 10 most burning questions into 2023
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Macroeconomics

1. Are we heading into a
global recession?

2. Will we see inflation ease
further?

3. Will central banks get less
hawkish?

Microeconomics

4. How healthy are credit
fundamentals?

5. Is the benign rating trend
ending soon?

Vontobel

6. What to expect from bond 8. What about yields and low
issuance? cash price bonds?

7. Who is likely to buy 9. Where can investors find
corporate bonds in 20237 value?

10. How to benefit from this
environment?

Our monthly scorecard evaluates the four main driving factors for global credit: Macroeconomics (economic trend and monetary policy), Microeconomics (corporate fundamentals),
Technical factors (flows, new issues, etc.) and Valuation. Our market outlook follows this structure.
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#1. Leading indicators pointing towards a recession... Macro
Global leading indicators trending lower GDP expected to slow down further
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*Proportion of central banks increasing rates minus proportion of central banks decreasing rates (for each of the last six months).
Forecasts based on internal / external analysis; not guaranteed; and actual outcomes may differ materially.
Source: Refinitiv Datastream, Bloomberg, Vontobel, as of 12.2022. 3
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...which could be shorter this time as the consumer shows resilience. Macro

Recession durations in the US Deposit balances remain above 2019 levels*
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*Monthly median household savings and checking balances by income (index, 2019 average =100) for a fixed group of households.
Source: National Bureau of Economic Research, Wells Fargo, Bloomberg, Bank of America, Vontobel, as of 12.2022. 4
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#2. We have likely seen the pivot in inflation... Macro
Energy and Goods driving inflation lower Freight costs almost back to pre-COVID levels
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Source: New York Fed, Bloomberg, Vontobel, as of 12.2022.
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...as leading indicators point towards further decline.

Supply chain pressures are easing
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Source: New York Fed, Bloomberg, UBS, Vontobel, as of 12.2022.
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#3. Central banks slowing down their path of rate hikes...

Fed: rate hikes slowing down already
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ECB: some more rate hikes to come

350

300

250

200

150

100

50

Vontobel

Macro

Previous hikes
Forecasts

Expected Terminal Rate in 2023

25bps 3.25%

50bps

50bps

50bps

75bps

75bps

50bps

May July Sept Oct

Dec

Feb 23

Mar 23 May 23 Jun 23 Term Rate

Source: Fed: Median hike forecast of the Fed fund rate from Goldman Sachs, BAML, JP Morgan, Citi and Barclays. ECB: Median hike forecast of the ECB deposit rate from Goldman Sachs, JP Morgan, Citi, Deutsche Bank and Barclays, as of 12.2022. 7
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...which should allow for a smooth runoff of their QT programs.

Central Banks’ total assets trending lower
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Forecasts based on internal / external analysis; not guaranteed; and actual outcomes may differ materially.
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Macro

ECB CSPP/PEPP holdings set to decline
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#4. Margins holding up well, while cash spend increased... Micro

Margins at very high levels
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...while credit metrics remain at strong levels. Micro
Interest coverage near record levels Gross leverage down, net leverage flat
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#5. The rating trend remains intact with a positive outlook for 2023. Micro

More upgrades than downgrades within IG Fallen Angels/Rising Stars
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Source: Goldman Sachs, JP Morgan, Vontobel, as of 12.2022. 11
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#6. Bond issuance is expected to decline to 10-year record lows. Technicals
USD IG corporate bond net issuance EUR IG corporate bond net issuance
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Source: Goldman Sachs, Vontobel, as of 12.2022. 12



For institutional investors only / not for public viewing or distribution

Vontobel

#7. Following a very negative 2022, fund flows turned positive recently... Technicals
USD IG corporate bond flows EUR IG corporate bond flows
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... and pension funds are likely to be a key buyer of corporate bonds going forward. Technicals
Funding ratio of US Pension plans improved Funding ratio of EU Pension plans also improved
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#8. Yields up significantly and bond prices down...  Valuation

Yields up, duration down since the start of 2022 Record amount of low cash price bonds
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...and historically forward-looking returns looked attractive when the starting yield Vontobel

was at 5%. ' Valuation

Regression of 1-year forward-looking total returns on yield (GOBC Index)
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Forecasts based on internal / external analysis; not guaranteed; and actual outcomes may differ materially. 16
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#9. On a global scale, various market segments provide opportunities... ' Valuation
EUR vs. USD spread differential improving Financials vs. Non-Financials at attractive levels
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...with corporate bond yields in all categories significantly higher.  Valuation

Global Corporate Bond segments Investment Grade yields are at decade highs
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#10. How to benefit from this environment?

How does

the world
look?

How may
tnvestors

extract
value?

Source: Vontobel Asset Management, as of 1.2023.

Macroeconomics:
Recession risk
increasing but inflation
trending lower. Visibility
on central banks rates
path increased.

Diversify risks on a
global scale. Take an
active approach and
screen for
mispricings in
various segments.

Microeconomics:
Resilient credit metrics,
leaving corporates in a

robust position to weather
profit margin pressure.

Benefit from a stable to
improving rating trend
and potential rising stars.

Screen for new issues
with an attractive
premium and higher
coupons.

Vontobel

Benefit from low
cash price bonds.
In addition, higher
coupons from new

bonds translate into
higher income.

19
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This is not the end...

...as there are
obviously more
burning questions,
and we are more
than happy to
share our thoughts
with you.

Christian Hantel Marc van Heems Pam Gelles
Executive Director Director Director
Happy New Year! Asset Management Asset Management Asset Management
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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.

Information, opinions and estimates provided herein are subject to change and may have
already been acted on by Vontobel for their purposes. Such information is not intended to
predict actual results and no assurances are given with respect thereto. Some of the
information provided may contain projections or other forward-looking statements
regarding future events or future financial performance of countries, markets and/or
investments. These statements are only opinion and actual events or results may differ
materially. The reader must make their own assessment of the relevance, accuracy and
adequacy of such information and make such independent investigations as they consider
necessary or appropriate for the purpose of such an assessment. All information contained
in this document, particularly any share prices, calculation data and forecasts, are based
on the best information available at the date indicated in the document. Although we
believe that the information provided in this document is based on reliable sources, we
cannot assume responsibility for the quality, correctness, timeliness or completeness of the
information contained herein including that which has been obtained from or is based upon
trade and statistical services or other third party sources.

Vontobel

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.

22
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Appendix — Important Legal Information for Australian & New Zealand Investors

This document has been prepared by a company of the Vontobel Group (“Vontobel”). Vontobel is
represented in Australia by Vontobel Asset Management Australia Pty Limited (ABN 80 167 015 698),
which is the holder of Australian Financial Services Licence number 453140 (“Vontobel Australia”).
Vontobel and Vontobel Australia are also an Overseas Financial Adviser in the meaning of the Financial
Advisers Act 2008 of New Zealand (“FAA”) and neither Vontobel nor any of its affiliates or subsidiaries
has a presence in New Zealand.

The provision of this document to any person does not constitute an offer of a financial product to that
person or an invitation to that person to apply for a financial product. Unless otherwise expressly stated
to the contrary, this information is not a recommendation to invest in any investments, securities or
financial products offered by Vontobel Australia or any other member of the Vontobel Group. Although
Vontobel and Vontobel Australia believes that the information provided in this document is based on
reliable sources, they cannot assume responsibility for the quality, correctness, timeliness or
completeness of the information contained in this document.

The information in this document has been prepared without taking into account any investor’s
investment objectives, financial situation or particular needs. This information is not designed for the
purpose of providing personal financial product or investment advice. Before acting on the information
you should consider its appropriateness having regard to your investment objectives, financial situation
and needs. You can either make this assessment yourself or seek the assistance of any adviser.

Vontobel and Vontobel Australia explicitly reserves the right to change, amend or delete parts of this
document or the document as a whole without further notice.

All information contained in this document, particularly any share prices, calculation data and forecasts,
are based on the best information available at the date indicated in the presentation. Vontobel and
Vontobel Australia do not guarantee any particular rate or return, the performance of any investment, or
the repayment of capital from any investment. Investment is subject to investment and other risks.
Possible risks could include delays in repayment and loss of income or capital invested.

Past performance, simulations or forecasts are not reliable indicators of current or future performance.
Commissions, fees and other forms of remuneration may affect the performance negatively.

Not all products and services referred to in this information are provided by the same Vontobel Group
company.

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. It:

* may contain references to dollar amounts which are not Australian or New Zealand dollars;

* may contain financial information which is not prepared in accordance with Australian or New Zealand law or
practices;

* may not address risks associated with investment in foreign currency denominated investments; and

» does not address Australian or New Zealand tax issues.

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 or Vontobel Australia.

To the maximum extent permitted by law, Vontobel Australia or 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 Australia 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 report should make themselves aware of and adhere to any such
restrictions. In particular this report must not be distributed or handed over to US persons and must not be
distributed in the USA. Any use, in particular the total or partial reproduction of this document or disclosure to
third parties is only permitted with the prior written consent of Vontobel.



