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| Fed And Markets Agree: No Rate Hike Until 2024
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| Stay Overweight TIPS
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Inflation Will Continue To Rise Quickly During
The Next Few Months
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| Adaptive Expectations Model
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| The Fed Has Crushed Rate Vol
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| Position For Inflation Curve Inversion
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| Corporate Bond Excess Returns Since March 23

* RELATIVE TO A DURATION-MATCHED POSITION IN TREASURY SECURITIES.
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EXCESS RETURN*
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| Still Room For Further Spread Tightening
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INVESTMENT GRADE CORPORATE BOND 12-MONTH BREAKEVEN SPREAD HISTORICAL
PERCENTILE RANK"
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Junk Spreads Priced For A Rapid Improvement

In Default Outlook
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| Bond Yields Ignoring Growth Rebound

% %
43.0 60 L GERMANY 4 8
12.5 1 .4
12.0 50T
1 O
11.5
40 -
-11.0 ‘|‘ - T -'4
: i
— —> 'y — — MANUFACTURING PMI* (LS) 0%
—— MANUFACTURING PMI* (LS) ° “==*10-YEAR GOVERNMENT BOND (RS) °
“==10-YEAR GOVERNMENT BOND (RS) d1.0 55 CHINA Py
. ] . 38
i 50
5 \ 134
i - China, with no w '
0 45 ./ ZIRPor QE, has s 130
‘-\_:' a more normal H
\ y 4. R lationshi \ |
© BCOL IRcsc;u-ch zcizo | | ‘|ll | ‘-’ _;I 5 40 ©BCOL }I{cscurch 20I20 e atlolns P | | 8 | 7] 2'6
2015 2016 2017 2018 2019 2020 2021 2015 2016 2017 2018 2019 2020 2021
“SOURCE: INSTITUTE FOR SUPPLY MANAGEMENT FOR US; * SOURCE: MARKIT.

MARKIT FOR UK.

BCQOL Research 10



| Aggressive Forward Guidance Is Working
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| “QE Forever” Can Help Sustain Market Rallies
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| Diverging Real Yields & Inflation Expectations
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*INFLATION-LINKED BOND YIELD ADJUSTED UPWARD TO
ACCOUNT FOR HISTORICAL DIFFERENCES BETWEEN UK RPI
AND CPI INFLATION.
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| Strong Link Between Real Policy Rates & Real Bond Yields
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| Impacts Of Negative Real Yields
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RETRIEVED FROM BLOOMBERG FINANCE L.P.

" SHOWN AS A 3-YEAR ANNUALIZED RATE OF CHANGE.
CONSTRUCTED USING BENCHMARK GLOBAL INFLATION-LINKED AND
GOVERNMENT BOND INDICES. SOURCE: BLOOMBERG BARCLAYS
INDICES.
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| US Treasuries Look Relatively Attractive
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| Look For Higher Govt. Bond Yields Of Similar Risk
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1-YEAR ROLLING BETA"
* 1-YEAR ROLLING REGRESSION OF MONTHLY CHANGE IN LOCAL 10-YEAR GOVERNMENT BOND YIELD WITH GLOBAL 7-10 YEAR YIELD-TO-MATURITY;
SOURCE: BLOOMBERG BARCLAYS INDICES.
** HEDGED USING 3-MONTH CURRENCY FORWARD RATE.
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In Europe, Italian Sovereigns &
IG Corporates Are Most Attractive
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| Look For Higher Vol-Adjusted Yields Of Similar Credit Quality
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CREDIT QUALITY
*YIELD-TO-MATURITY HEDGED INTO USD BY 3-MONTH FORWARD CURRENCY EXCHANGE RATE DIVIDED BY 3-YEAR TRAILING STANDARD DEVIATION.
SOURCE: BLOOMBERG BARCLAYS INDICES.
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| USIGYields Are More Attractive
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*HEDGED USD USING THE 3-MONTH CURRENCY FORWARD RATE.
SOURCE: BLOOMBERG BARCLAYS INDICES.
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