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Global Credit - 10 hot topics for the summer:

T P

1. Is arecession likely? 4. What is the direction for 7. What to expect from bond 9. Are spreads attractive now?
credit metrics? issuance?
2. Are economic indicators 10. Where can | find value in
deteriorating? 5. Are more rating 8. How about investors’ global credit?
downgrades expected? risk appetite?

3. What are central banks
likely to do? 6. How are banks prepared for
the current environment?

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, 05.2025. 2
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#1. For investors, recession risks for the global economy have increased, as...  Macro

Global fund manager survey (May 2025): What is the most likely outcome for the global economy in the next 12 months?
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Source: BofA Global Fund Manager Survey, Vontobel, 05.2025.



#2. ...leading economic data is weakening...

New orders took a hit recently
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Source: Bloomberg, Vontobel, 05.2025.
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...and the US labor market started to show signs of weakness.

Macro
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Source: Atlanta Fed, Vontobel, 05.2025.
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However, growth is expected to improve for the rest of the world. Macro

IMF Real GDP growth forecasts for G7 countries
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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: IWF, Vontobel, 5.2025.
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#3. Dispersion is increasing among global central banks... Macro

The ECB is expected to cut more than the Fed and the BoE
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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: Bloomberg, Vontobel, 05.2024. 7
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...as the current inflation trend has some upside risks. Macro
Inflation trend for the US, UK and EU US inflation expectation rising
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#4. Corporates are well positioned as credit metrics improved...

Leverage trend

Vontobel

Micro

Interest coverage
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Source: Goldman Sachs, Vontobel, 05.2025. Note: Data includes Q4 2024 results of US Investment Grade Non-Financial issuers. Net leverage = Total debt minus cash divided by EBITDA 9



... driven by higher margins, prudent balance sheet management...

Strong margin improvement
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Micro

Cash levels remain elevated

In USD bn.
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...and some investment decisions being delayed, for now. Micro
Forecast capital expenditure Global M&A activity muted
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Micro

#5. Rating upgrades remain favorable for EU IG but turned negative for HY.
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Positive rating momentum for US BBBs, while fallen angel volumes are increasing. Micro

US IG: YTD upgrades concentrated in BBBs
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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: Morgan Stanley, Vontobel, 05.2025.
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#6. Banks reported record capital levels, while share buy-backs remain modest. Micro

Large US Banks: CET1 ratio and share buy-backs since 2015
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Note: CET1 ratio = Core Equity Tier 1 Ratio as a measure of the strength of bank’s capital base.
Source: Barclays, Vontobel, 05.2025.
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What's next:

= Fed Stress Test: results to be expected
during June 2025, including a potential

amendment of the stress capital buffer (SCB).

= Deregulation: Reduction of the
supplementary leverage ratio (SLR) would
relax capital requirements, allowing banks to
add to low risk weighted assets such as
Treasuries.
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#7. Bond issuance is likely to cool down...

USD IG bond supply

2,000

1,800

1,600

1,400

1,200

1,000

800 -

Issuance (in USD bn)

Total gross issuance Total net issuance

Any projections or forward-looking data herein are based on a variety of estimates and assumptions.
results may differ materially.
*2025: Expected gross/net issuance. Source: Goldman Sachs, Vontobel, 05.2025.

Vontobel

Technicals

EUR IG bond supply
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...while US issuers prefer to issue in EUR and Europeans are less active in USD.

Reverse Yankees rose to highest share since 2021
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Yankee issuance declined to lowest share since 2020

Technicals
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Source: JPM, Vontobel, 05.2025. Note: Reverse Yankee Bonds are bonds issued by US issuers in EUR currency. Yankee bonds are bonds issued by EU issuers in USD currency.
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#8. Ongoing demand for IG credit with a dip during April, but now recovering... Technicals
Corporate bonds preferred over Treasuries Fund Flows Investment Grade
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...driven by elevated coupons/yields, it has become more costly to hold cash.

Coupons remain elevated to the benefit of investors
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Source: ICE BofA Index family. The L3EC Index represents the Euro currency 3-month deposit rate. Bloomberg, Vontobel, 05.2025.

“Reach for yield” likely to be back

Vontobel

Technicals
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#9. Dispersion has increased among sectors... © Valuation

Selected sectors with the widest z-Score evolution YTD 2025
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Note: the rolling z-Scores for each selected credit spread index are computed to assess how far current values deviate from their recent historical average. For each ticker/index, based on data availability, an appropriate lookback window of 252 days was chosen.

Then moving averages and respective standard deviations over that period were calculated. The z-Scores were then calculated as the number of standard deviations the current value is from the moving average.

This allows for dynamic, time-adjusted normalization of spread behavior, making it easier to identify statistically extreme levels that could signal outliers.

Source: Vontobel, Bloomberg, ICE BofA Global Corporate Index, 05.2025. 19
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...while spread decompression varies across market segments.  Valuation
Financials catching up to Non-Financials USD BBBs trading wide to EUR BBBs
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#10. Term premium is up, helping longer dated corporate bonds to shine.  Valuation
Treasury term premia rising Long-end of corporate bonds getting more attractive
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In addition, the steepness of the IG credit spread curve has become more attractive.  Valuation
Current spreads by rating (bps) Spread differential between 1-3Y and >7Y bonds, by rating (bps)
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Summary: Major topics for the summer in global credit

4A\
A\ /4

How does
the world
look?

iy

How may
tnvestors
extract value?

Views subject to change. Source: Vontobel, as of 05.2025.

Macroeconomics:
Divergence on economic
growth and central bank
action in the US and EU

persists. Uncertainty remains
high, also due partly to
ongoing tariff negotiations.

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

Microeconomics:
Credit metrics remain solid
and improving. Within IG, the
rating momentum remains
favorable, but fallen angel
risk is increasing. Banks look
in good shape.

Be more selective and
identify issuers with a stable
to improving
credit trend. Keep an eye on
fallen angels to avoid
spread widening.

Screen for new bonds
with attractive premiums
but also for lagging bonds

in the secondary market.

Vontobel

Screen for relative value
opportunities among
sectors and ratings and
take advantage of the
higher term premium.
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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

Head Global Corporate
Bonds, Portfolio Manager
Investments

Marc van Heems
Portfolio Manager
Investments

Pam Gelles
Analyst
Investments
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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. Investing involves risk, including possible loss of principal and there no assurance that
investment objectives will be achieved.

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.

“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.
Indices are unmanaged and have been provided for discussion purposes only. No fees or expenses are
reflected and one cannot invest directly in an index. Any index referred to herein is the intellectual property
(including registered trademarks) of the applicable licensor. Any product based on an index is in ho way
sponsored, endorsed, sold or promoted by the applicable licensor and it shall not have any liability with
respect thereto.

Vontobel

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.

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
jurisdiction.

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.

© 2025 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.
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