Commercial Mortgage-Backed Securities

Select Opportunities in CMBS Amid Broader Challenges

This report is excerpted from the Fourth Quarter 2025 Fixed-Income Sector Views.
Multifamily opportunities screen favorably, while office markets remain under duress.

Senior CMBS spreads rallied in the third quarter, with AAA CMBS yields falling below 5 percent for the first time this year. Robust demand
for higher quality, investment-grade structured credit supported the sector, even as year-to-date issuance increased by 50 percent.

AAA spreads tightened by 5-10 basis points, in line with investment-grade corporate bonds of similar duration. Security selection remains

critical, as properties facing secular challenges are likely to struggle despite the tailwind of lower mortgage rates.

Sector Commentary

Historical data suggests that lower interest rates alone are
unlikely to significantly enhance commercial real estate

(CRE) values, challenging traditional assumptions about the
relationship between borrowing costs and asset performance.

A JPMorgan study analyzing data since 1999 reveals a negative
correlation between cap rate spreads and 10-year Treasury
yields, indicating that declining borrowing costs have been
offset by widening cap rate spreads historically.

Property fundamentals remain a key determinant of valuation.
Multifamily and industrial assets in resilient markets better
positioned for refinancing amid current market conditions,
while office properties in weaker markets continue to face
significant refinancing challenges.

The divergence in refinancing outcomes underscores the
importance of sector and geographic resilience in navigating
the current CRE landscape.

Investment Themes

Credit selection remains critical in the CMBS market, as certain
segments, such as single asset/single borrower (SASB) bonds
backed by office properties, face mounting losses, even on
originally AAA-rated securities.

Multifamily CMBS in supply-constrained markets with strong
absorption rates offer attractive opportunities with higher
returns relative to more liquid corporate bonds, and resilience
to interest rate fluctuations, supporting steady performance.

For CMBS backed by other property types, senior securities
with strong sponsors and favorable credit attributes are
preferred. In the data center sector, bonds with long-term
leases to investment-grade tenants and scalable green energy
access offer compelling spreads of 75-100 basis points over
comparable corporate bonds, compensating for structural and
liquidity risks.
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This material is distributed or presented for informational or educational purposes only and should not be considered a recommendation of any particular security, strategy or investment product, or as
investing advice of any kind. This material is not provided in a fiduciary capacity, may not be relied upon for or in connection with the making of investment decisions, and does not constitute a solicitation
of an offer to buy or sell securities. The content contained herein is not intended to be and should not be construed as legal or tax advice and/or a legal opinion. Always consult a financial, tax and/or legal
professional regarding your specific situation.

This material contains opinions of the authors, but not necessarily those of Guggenheim Partners, LLC or its subsidiaries. The opinions contained herein are subject to change without notice. Forward-
looking statements, estimates, and certain information contained herein are based upon proprietary and non-proprietary research and other sources. Information contained herein has been obtained
from sources believed to be reliable but are not assured as to accuracy. Past performance is not indicative of future results. There is neither representation nor warranty as to the current accuracy of, nor
liability for, decisions based on such information.

Investing involves risk, including the possible loss of principal. In general, the value of a fixed-income security falls when interest rates rise and rises when interest rates fall. Longer term bonds are
more sensitive to interest rate changes and subject to greater volatility than those with shorter maturities. During periods of declining rates, the interest rates on floating rate securities generally reset
downward and their value is unlikely to rise to the same extent as comparable fixed rate securities. High yield and unrated debt securities are at a greater risk of default than investment grade bonds
and may be less liquid, which may increase volatility. Investors in asset-backed securities, including mortgage-backed securities and collateralized loan obligations (“CLOs"), generally receive payments
that are part interest and part return of principal. These payments may vary based on the rate loans are repaid. Some asset-backed securities may have structures that make their reaction to interest
rates and other factors difficult to predict, making their prices volatile and they are subject to liquidity and valuation risk. CLOs bear similar risks to investing in loans directly, such as credit, interest rate,
counterparty, prepayment, liquidity, and valuation risks. Loans are often below investment grade, may be unrated, and typically offer a fixed or floating interest rate.
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