Investment-Grade Corporate Bonds

Investment-Grade Spreads Tighten to Multi-Decade Lows

This report is excerpted from the Fourth Quarter 2025 Fixed-Income Sector Views.

Up-in-quality trades favored amid spread compression as growth risks emerge.

Investment-grade corporate bond spreads relative to Treasurys ended the third quarter at 74 basis points, marking the tightest levels
since 1998. Despite compressed spreads, robust primary supply, and declining U.S. Treasury yields, demand for investment-grade debt
remained strong, supported by steady fund inflows, cash accumulation, and record low spread volatility. However, with these factors
expected to weaken into year end and issuance picking up, caution is advised through diversification and a focus on higher quality

allocations in the fourth quarter.

Sector Commentary

= Investment-grade corporate fund flows remain strong,
with 20 consecutive weeks of inflows totaling approximately
$70 billion year to date as of the third quarter, driven
predominantly by ETFs, which account for over two-thirds.

= Spread compression continued, with the option-adjusted
spread (OAS) differential between BBB and A-rated bonds
narrowing to 29 basis points, near a five-year low.

= While net issuance was negative for two out of three months
in the third quarter, gross supply managed to jump 23 percent
above the four-year average to $397 billion.

= Elevated M&A activity is expected to persist as rates decline.
Although 2025 total M&A-related issuance is down 25 percent
from 2024 totaling just $150 billion, a robust pipeline of
$77 billion is already anticipated for 2026.

Investment Themes

= The compression of A versus BBB-rated bond spreads to five-
year tights supports up-in-quality trades, as overall spreads
remain at historically tight levels.

= Within financials, we favor banks and insurance across
unsecured and preferred securities. Preferred securities remain
attractive for buy-and-hold investors and offer reasonable carry
for total return strategies.

= |nsurance and industrial hybrids provide attractive relative value
versus high yield unsecured debt, with utility hybrids benefiting
from coupon floors amid declining rates.

= Despite 10/30s credit curve being on the flatter side, limited
primary supply in 30-year bonds and a steepening yield curve
should support long-duration securities.

= Diversification is prudent given spreads are at 25-year tights
and the potential for slower economic growth.

By Justin Takata

The compression of A versus BBB-
rated bond spreads to five-year tights
supports up-in-quality trades, as
overall spreads remain at historically
tight levels.
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IG Spreads Are Compressed and at Their Tightest Levels in Decades
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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.

Guggenheim Investments represents the following affiliated investment management businesses of Guggenheim Partners, LLC: Guggenheim Partners Investment Management, LLC, Security Investors,
LLC, Guggenheim Funds Distributors, LLC, Guggenheim Funds Investment Advisors, LLC, Guggenheim Corporate Funding, LLC, Guggenheim Wealth Solutions, LLC, Guggenheim Partners Europe Limited,
Guggenheim Partners Japan Limited, GS GAMMA Advisors, LLC, and Guggenheim Private Investments, LLC.
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