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Investment-Grade Corporate Bonds

Long-Duration Supply to Drive Curve Steepening Trends

This report is excerpted from the First Quarter 2026 Fixed-Income Sector Views.

A modest widening in spreads is likely during the first half of 2026.

Despite robust primary issuance in 2025, investment grade (IG) credit spreads ended the year nearly unchanged year over year, with all-in
yields declining to 4.81 percent from 5.33 percent. Fundamentals are expected to remain supportive, although technicals may weaken as

gross and net supply increase. Softer technicals, coupled with expectations for lower rates and spreads near generational lows, suggest a
modest widening in spreads is likely during the first half of 2026, underscoring the importance of strategic positioning in IG portfolios.

Sector Commentary

Gross IG issuance for 2026 is projected to be $1.7-2.0 trillion,
driven by hyperscaler Al financing and merger and acquisition
(M&A) activity.

Expectations for 2026 hyperscaler capital expenditures surged
last year, rising from $315 billion to approximately $535 billion,
with the related IG issuance estimated at $250-300 billion and
an additional $100 billion tied to Al-adjacent financing.

M&A supply is expected to surpass 2015's record $230 billion,
supported by a backlog of $125 billion. Net issuance is anticipated
to rise year over year, with long-duration supply increasing as Al
financing and M&A funding shift toward longer maturities.

While IG spreads may widen, elevated derivatives and options
volumes should temper volatility, as the realized-to-implied
volatility ratio remains subdued at approximately 0.6, mitigating
large gaps in the market. These dynamics underscore a complex
yet resilient outlook for 2026 corporate bond spreads.

Investment Themes

= Despite record issuance anticipated in 2026, financial sector

supply—including banks, insurance, and real estate investment
trusts (REITs)—is projected to remain stable versus 2025, with
strong fundamentals supporting financials over nonfinancials.

Preferred and hybrid securities in financials, as well as select
industrial and utility credits, offer attractive carry and potential
total return opportunities if yields rise modestly.

Elevated issuance volumes and larger tranche sizes are likely to
drive new issue concessions higher, enhancing relative value.
After flattening in 2025, we expect heavy longer-dated supply
will steepen the credit curve in 2026.

Sector dispersion will persist, with underperforming areas such as
technology, media, and telecommunications, utilities, and business
development companies presenting idiosyncratic opportunities,
emphasizing the importance of selective credit analysis.

By Justin Takata
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We Expect Spreads to Widen Modestly in the First Half
Bloomberg IG Spread/Yield Snapshot (Long-Term View)
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Source: Guggenheim Investments, Bloomberg. Data as of 12.31.2025. Gray areas represent recession periods.
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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 Private Investments, LLC,
Guggenheim Investments Loan Advisors, LLC, Guggenheim Partners Europe Limited, Guggenheim Partners Japan Limited, and GS GAMMA Adbvisors, LLC.

Not FDIC insured. Not bank guaranteed. May lose value.
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