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management into four primary and independent functions—Macroeconomic
Research, Sector Teams, Portfolio Construction, and Portfolio Management—
Our pursuit of compelling risk-adjusted return opportunities typically results
in asset allocations that differ significantly from broadly followed benchmarks.

From the Desk of the Global CIO
If you look at where we were just 18 months ago, and how credit spreads and rates
have evolved, it is amazing to me how alarmed people were about the economy,
credit risk, and defaults compared to where we are now. Today we are in an
environment where unemployment is falling, inflation is low, the Federal Reserve
(Fed) is slowly raising rates, and a fairly robust global synchronous economic
expansion is occurring. Stock market indexes keep making new highs, credit
performance has been strong, and credit spreads keep getting tighter.
My worry is that 18 months from now—if not sooner—we will look back at this period
and be amazed at how obvious it was that we were not being compensated enough
to take on the risk that we are being offered at today’s prices.
We have to remind ourselves that we are living in a highly unusual time. Free market
price discovery continues to be obscured by rate suppression and large-scale asset
purchases by the European Central Bank (ECB) and the Bank of Japan (BoJ).
Our Macroeconomic and Investment Research Team discusses on page 4 that
the market remains sanguine even as the Fed is on track to make further rate hikes
and taper its balance sheet reinvestment program. Evidence can be found in record
low volatility data. The Chicago Board Options Exchange Volatility Index, or VIX,
has plumbed new lows in equity market volatility, while measures of interest-rate
volatility reflect a fixed-income market that is similarly quiet.
For several quarters now, an overriding theme of our Fixed-Income Outlook has
been to maintain a healthy sense of caution in the midst of this market complacency.
If anything, our positioning has gotten more defensive. As our Portfolio Management
team explains on page 2, we continue to reduce credit risk and spread duration in the
portfolios we manage, and to hedge against downside risk.
I often say that valuation is a poor timing tool because periods of extreme valuation
can persist for a long time. Nevertheless, we also know that these periods can end
abruptly, and are prone to sharp declines in the prices of risk assets. All of this means
that sharp, rigorous, and stress-tested bottom-up investment analysis becomes even
more critical to buy and sell decisions. I have every confidence that our investment
team and process at Guggenheim is able to meet its objective of protecting and
growing our clients’ assets in this challenging environment.

Scott Minerd
Chairman of Investments and Global Chief Investment Officer
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Portfolio Management Outlook

Playing Defense as Risk Mounts
As the Fed tightens, the probability that an exogenous
event could upset complacent markets is rising.
The downside risk of a near-term market correction grows the longer volatility
remains depressed. Asset prices are at record highs while volatility has rarely
Anne B. Walsh, JD, CFA
Assistant CIO, Fixed Income

been lower. Our Global CIO and Macroeconomic and Investment Research team
believe these indicators point to a dangerous level of complacency in the market,
which has shrugged off the Fed’s guidance that economic conditions support
monetary tightening. Rising rates and announcements regarding the tapering of
the Fed’s portfolio reinvestments have so far been met with indifference by U.S.
investors, and that could embolden foreign central banks to follow the Fed’s lead.
This confluence of events could snap the market from its slumber, and, given where
asset prices are, they would have a long way to fall.

James Michal
Portfolio Manager

As concern mounts that the market has become vulnerable to near-term shocks,
we remain committed to our strategy of reducing credit risk and spread duration.
High-yield corporate bonds are particularly at risk due to their relatively rich pricing,
so we have continued to significantly reduce our exposure to that sector. The highyield corporate bond allocations across our Core and Multi-Credit strategies are
now at the lowest level since their inception. The bank loan allocation has also been
reduced as a majority of the market is trading at or above par with some loans trading

Steve Brown, CFA
Portfolio Manager

at negative yields to call.
More recently, we have also reduced our allocations to deep mezzanine CLOs—
a sector we had not purchased in our strategies until the first quarter of 2016,
when the market was severely dislocated and the risk/reward was significantly
positively skewed. Mezzanine CLO prices and spreads have broadly normalized
since then, and the CLO credit curve has flattened, allowing us to exit the sector with
relative ease. We may look to reenter the sector at a later date, albeit with a cautious

Eric Silvergold
Portfolio Manager

eye given where we are in the credit cycle. Our Multi-Credit strategy now contains
less than 1 percent exposure to CLO debt rated BB or below, while our Core portfolios
contain no exposure.
Our conservative Core strategy now has less than 1 percent exposure to BBB CLOs;
instead, we have been opportunistically adding to refinanced AAA CLOs, which
have yields close to the Bloomberg Barclays Agg but with limited spread duration
risk relative to other parts of the CLO capital structure. The flat CLO credit curve
offers insufficient incremental spread to justify additional spread duration risk.
We have also increased allocations to non-Agency RMBS re-securitizations,
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another sector with limited spread-widening risk, in our opinion. These securities
may have floating-rate coupons, a valuable feature during periods when the Fed is
raising short term rates. New-issue senior aircraft lease ABS has also proven to be
an attractive target for our Core portfolios. We have limited the aggregate portfolio
concentration, however, amid strong growth in aircraft production. In our Core
strategy, we have also added select senior CRE CLO tranches and single asset/single
borrower (SASB) CMBS transactions.
We also continue to adjust allocations in our more risk-tolerant Multi-Credit strategy.
As with the Core strategy, we have increased exposure to non-Agency RMBS, and
taken advantage of a handful of new senior aircraft lease ABS deals issued last
quarter. We have also added incrementally to our bank preferred position, which now
represents around 6 percent of the Multi-Credit portfolios, and to select SASB CMBS.
As part of our duration management strategy in all of our portfolios, we purchased
call spreads on long-dated Treasurys to add duration to the long end of our barbell,
and puts on high-yield corporate bonds to hedge against a correction in this sector.
These portfolio management strategies allow us to define our downside risk if the
market moves against us.

Tight Spreads Point to Vulnerability to a Near-Term Shock
Tights

Current Spreads

52-Week Range

Wides

High Yield

407 bps

624 bps

Bank Loans

424 bps

537 bps

AAA-Rated CLO 2.0/3.0

126 bps

168 bps

Investment-Grade Corp

102 bps

147 bps

Non-Agency CMBS

97 bps

124 bps

ABS Aircraft Fixed-Rate A

195 bps

430 bps

Agency CMBS

60 bps

85 bps

Agency Bonds

14 bps

24 bps

Rising rates and announcements
regarding the tapering of the Fed’s
portfolio reinvestments have so far
been met with indifference by U.S.
investors, and that could embolden
foreign central banks to follow
the Fed’s lead. This confluence of
events could snap the market from
its slumber, and, given where asset
prices are, they would have a long
way to fall.

Source: Bloomberg, Guggenheim Investments. Data as of 7.28.2017.
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Macroeconomic Outlook

Market Yawns as Fed
Tees Up Balance Sheet Runoff
Easy financial conditions keep the Fed on course despite
a string of weak inflation readings.
Second-quarter U.S. real gross domestic product (GDP) growth was solid at 2.6
percent annualized, rebounding from a soft 1.2 percent reading in the first quarter.
Brian Smedley
Head of Macroeconomic
and Investment Research

We anticipate that personal spending will continue to propel above-trend real GDP
growth in coming quarters, supported by strong gains in household income and net
worth (see chart, top right).
The U.S. labor market has strengthened further, with robust payroll gains of 209,000
in July. The 12-month moving average stands at 180,000, roughly double the amount
needed to keep the unemployment rate steady. Indeed, the unemployment rate
has fallen by 0.6 percentage point over the past year to 4.3 percent, and we expect
further declines going forward. Inflation and wage gains have disappointed in recent

Maria Giraldo, CFA
Director

months, however, with core personal consumption expenditure (PCE) inflation
slowing from 1.9 percent to 1.5 percent year over year between February and June.
While transitory factors account for some of the weakness, inflation should be
accelerating, not slowing. Nevertheless, the Fed pressed forward with a quarter-point
rate increase at its June meeting, and projected another hike in 2017, plus three more
in both 2018 and 2019. The Fed’s forecasts show that it expects inflation weakness
will not persist beyond 2017.
A key reason the Fed is shrugging off soft inflation data is that measures of broad
U.S. financial conditions—which incorporate factors such as short- and long-term
interest rates, credit spreads, equity prices and the exchange value of the dollar—
have eased even as the Fed has raised rates (see chart, bottom right). There has also
been a benign market reaction to the Fed’s pre-announcement of its balance sheet
normalization strategy, which we expect to be implemented starting in October.
The fact that growth-friendly financial conditions still prevail despite Fed tightening—
and diminished odds of fiscal easing—has given the Fed confidence that it can stick
to its plans to gradually raise rates and shrink its balance sheet without damaging
the economy. We see the next Fed hike in December.
The ECB’s path is arguably more treacherous than the Fed’s because markets are
more uncertain about the future of the ECB’s asset purchase program. Purchases
are currently scheduled to continue at a pace of €60 billion per month through 2017.
We expect the ECB will announce a reduction in the purchase pace to €40 billion
through at least mid-2018, effective in January, later this fall. With the tide of central
bank liquidity receding, markets are due for an increase in volatility.
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Booming Markets Have Lifted U.S. Household Net Worth to an All-Time High

Extraordinary monetary
accommodation has boosted asset
valuations and lifted household net
worth to an all-time high, which
should help support consumer
spending.
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Source: Haver Analytics, Federal Reserve Board, Guggenheim Investments. Official data through 3.31.2017. Guggenheim estimates through
7.15.2017. Shaded areas indicate recession.

Financial Conditions Have Eased Despite Fed Tightening

Index Level
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Source: Bloomberg, Goldman Sachs, Guggenheim Investments. Data as of 7.15.2017. Shaded areas indicate recession.
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Portfolio Strategies and Allocations

Guggenheim Fixed-Income Strategies

Bloomberg Barclays U.S. Aggregate Index1

Guggenheim Core Fixed Income2

25%

30%
41%

2%

68%

35%

G
 overnments & Agencies:
Treasurys 37%, Agency Debt 2%, Agency RMBS 28%,
Municipals 1%

G
 overnments & Agencies:
Treasurys 0%, Agency Debt 10%, Agency RMBS 4%,
Municipals 11%

S tructured Credit:
ABS 0%, CLOs 0%, CMBS 2%, Non-Agency RMBS 0%

S tructured Credit:
ABS 16%, CLOs 8%, CMBS 9%, Non-Agency RMBS 2%

C orporate Credit/Other:
Investment-Grade Corp. 25%, Below-Investment Grade Corp. 0%,
Bank Loans 0%, Commercial Mortgage Loans 0%, Other 4%

C orporate Credit/Other:
Investment-Grade Corp. 21%, Below-Investment Grade Corp. 1%,
Bank Loans 1%, Commercial Mortgage Loans 9%, Other 8%

The Bloomberg Barclays Agg is a broad-based flagship

Guggenheim’s Core Fixed-Income strategy invests

index typically used as a Core benchmark. It measures

primarily in investment-grade securities, and delivers

the investment-grade, U.S. dollar-denominated, fixed-

portfolio characteristics that match broadly followed

rate taxable bond market. The index includes Treasurys,

core benchmarks, such as the Bloomberg Barclays Agg.

government-related and corporate securities, MBS

We believe investors’ income and return objectives are

(Agency fixed-rate and hybrid ARM pass-throughs), ABS,

best met through a mix of asset classes, both those

and CMBS (Agency and non-Agency). The bonds eligible

that are represented in the benchmark, and those that

for inclusion in the Barclays Agg are weighted according

are not. Asset classes in our Core portfolios that are

to market capitalization.

not in the benchmark include non-consumer ABS and
commercial mortgage loans.

1

Bloomberg Barclays U.S. Aggregate Index: Other primarily includes 1.7% supranational
and 1.0% sovereign debt. Totals may not sum to 100 percent due to rounding.

6

2

Guggenheim Core Fixed Income: Other primarily includes 3.5% private placements,
2.0% preferred stock, 1.4% LPs, and 0.9% sovereign debt. Totals may not sum to 100
percent due to rounding. Sector allocations are based on the representative account of
each Guggenheim strategy. Compositions may vary between accounts and are subject
to change.
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Guggenheim Core Plus Fixed Income3

Guggenheim Multi-Credit Fixed Income4

16%

20%

42%
58%

64%

G
 overnments and Agencies:
Treasurys 11%, Agency Debt 4%, Agency RMBS 0%, Municipals 1%

G
 overnments and Agencies:
Treasurys 0%, Agency Debt 0%, Agency RMBS 0%, Municipals 0%

S tructured Credit:
ABS 9%, CLOs 30%, CMBS 10%, Non-Agency RMBS 16%

S tructured Credit:
ABS 13%, CLOs 31%, CMBS 3%, Non-Agency RMBS 11%

C orporate Credit/Other:
Investment-Grade Corp. 4%, Below-Investment Grade Corp. 1%,
Bank Loans 2%, Commercial Mortgage Loans 0%, Other 13%

C orporate Credit/Other:
Investment-Grade Corp. 3%, Below-Investment Grade Corp. 3%,
Bank Loans 15%, Commercial Mortgage Loans 0%, Other 22%

Guggenheim’s Core Plus Fixed-Income strategy employs

Guggenheim’s Multi-Credit Fixed-Income strategy

a total-return approach and more closely reflects our

is unconstrained, and heavily influenced by our

views on relative value. Like the Core strategy, Core

macroeconomic outlook and views on relative value.

Plus looks beyond the benchmark for value. Core Plus

As one of Guggenheim’s “best ideas” strategies, our

portfolios have added flexibility, typically investing up

Multi-Credit portfolio allocation currently reflects a

to 30 percent in below-investment-grade securities and

heavy tilt toward fixed-income assets that we believe

delivering exposure to asset classes with riskier profiles

more than compensate investors for default risk. Our

and higher return potential. CLOs and non-Agency

exposure to riskier, below-investment-grade sectors is

RMBS are two sectors we consider appropriate for our

diversified by investments in investment-grade CLOs

Core Plus strategies, in addition to more traditional core

and commercial ABS debt, which simultaneously allow

investments such as investment-grade corporate bonds.

us to limit our portfolio’s interest-rate risk.

3

4

Guggenheim Core Plus Fixed Income: Other primarily includes 8.5% cash, 2.5% preferred
stock, and 0.8% sovereign debt. Totals may not sum to 100 percent due to rounding.
Sector allocations are based on the representative account of each Guggenheim strategy.
Compositions may vary between accounts and are subject to change.
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Guggenheim Multi-Credit Fixed Income: Other primarily includes 13.0% cash, 5.9%
preferred stock, 1.5% private placements, and 1.0% sovereign debt. Totals may not sum
to 100 percent due to rounding. Sector allocations are based on the representative
account of each Guggenheim strategy. Compositions may vary between accounts and
are subject to change.
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Investment-Grade Corporate Bonds

Waiting for the Sleeping Giant to Wake
Portfolio allocation as of 6.30.2017

21%

4%

Guggenheim
Core

Guggenheim
Core Plus

Technicals are creating some opportunity, but market
complacency in the face of headwinds is concerning.
Demand continues to outpace new supply in the investment-grade corporate bond
sector. Investment from Asia in both the front end and long end remains strong and
supportive of spread tightening. Domestic life insurers, which had been absent for
the majority of the first half of 2017, have now started buying 20–30 year corporate
bonds in an aggressive fashion. There is also significant cash for reinvestment due to

3%

25%

Guggenheim
Multi-Credit

Bloomberg Barclays
U.S. Aggregate

premium take-outs. Meanwhile, supply is limited compared to the past couple
of years. Record gross issuance volumes are misleading as net issuance is down
12 percent year over year. Merger and acquisition (M&A) activity was only $85 billion
in the first half of 2017, which is relatively low compared to prior years (see chart,
top right). M&A issuance for the year is on track to reach $160 billion, well short of
2015’s $301 billion and 2016’s $263 billion. We expect supply for the remainder of the
year will remain fairly limited, which should help spreads tighten further.
The Bloomberg Barclays Investment-Grade Bond index delivered a 2.5 percent
total return during the second quarter. Spreads tightened by 9 basis points quarter
over quarter and 13 basis points since the beginning of the year, ending June at 109
basis points. The metals and mining industry remains the outperformer for the

Jeffrey Carefoot, CFA
Senior Managing Director

year, while energy has lost some steam on the back of a stalled recovery in oil prices.
All industries gained in the quarter, and lower quality continues to outperform
higher quality: BBB corporate bonds have returned 4.3 percent for the year,
while AA-rated and A-rated corporates have returned 2.8 percent and 3.5 percent,
respectively. As a result, we have seen a significant flattening of the credit curve
beyond 2014 levels (see chart, bottom right).
We believe a dramatic backup in spreads is not likely in the near term given

Justin Takata
Director

the overwhelming technicals in the market, but the high level of complacency
is concerning. The Bloomberg Barclays Corporate Aggregate three-month trading
range is currently at its tightest in five years. We will look to add risk at better entry
points as we enter a period of seasonal weakness and typically higher volatility.
We remain cautious on corporate bonds issued by retailers and autos, as both
industries continue to see sub-par earnings results. We continue to add higherquality, longer-dated risk opportunistically when rates oscillate toward the higher
end of their recent range.
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Quarterly M&A Issuance Falls Short of 2015–2016 Pace

Low M&A volumes are
contributing to limited supply
in investment-grade corporate
bonds. M&A issuance for 2017
is on track to reach $160 billion,
well short of the $301 billion and
$263 billion issued in 2015 and
2016, respectively.

Investment-Grade Corporate M&A Issuance
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Source: S&P LCD, Guggenheim Investments. Data as of 6.30.2017.

The Credit Curve Has Flattened to 2014 Levels
BBB-A Credit Curve (for 5- to 7-Year Bonds)
160

All industries gained in the quarter,
and lower quality continues to
outperform higher quality:
BBB corporate bonds have
returned 4.3 percent for the
year, while AA-rated and A-rated
corporates have returned
2.8 percent and 3.5 percent,
respectively. As a result, we have
seen a significant flattening of the
credit curve beyond 2014 levels.
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Source: Bloomberg Barclays, Guggenheim Investments. Data as of 7.17.2017.

Fixed-Income Outlook | Third Quarter 2017

9

High-Yield Corporate Bonds

Prone to a Near-Term Shock
Portfolio allocation as of 6.30.2017

1%

1%

Guggenheim
Core

Guggenheim
Core Plus

Seasonal patterns suggest that we will experience more
summer volatility before an end-of-year rally.
High-yield corporate bond credit metrics showed some improvement in the
first quarter of 2017, the latest available data, but we are careful not to interpret one
data point as a new trend. Leverage ratios and interest coverage improved
(see chart, top right), but earnings were down 0.3 percent on a year-over-year
basis. Still, this is a significant improvement from steeper declines in the prior six

3%

0%

Guggenheim
Multi-Credit

Bloomberg Barclays
U.S. Aggregate

quarters, and we take it as an encouraging sign that the deterioration we witnessed
last year has at least stalled. New-issue activity is up 17 percent from the same
period last year, another positive sign. Visible flows into the high-yield sector
suggests investors are pulling money, however, as high-yield mutual funds have
seen approximately $9 billion in outflows while high-yield exchange-traded funds
are flat. These conflicting indications—tightening spreads, strong activity, but weak
visible demand—make it difficult to decipher whether investors are risk-on or riskoff in high-yield bonds. We believe they are cautiously optimistic.
High-yield corporate bonds returned 2.0 percent in the second quarter. Spreads
tightened by 22 basis points quarter over quarter, ending June at 428 basis points.
Year-to-date performance has been strong. High-yield corporate bonds have

Thomas Hauser
Senior Managing Director

delivered returns of 4.4 percent year-to-date through the end of the second quarter,
on track to meet the expectations that we laid out at the beginning of the year.
We share the high-yield market’s cautious optimism. We expect returns will be
decent, but differ by credit. Going down in quality at these spread levels fails to
compensate longer-term investors for credit risk and volatility. The CCC-bond rally
already started to fade in the second quarter (see chart, bottom right), and seasonal
patterns suggest that we will experience more summer volatility before an end-of-

Rich de Wet
Director

10

year rally. This tells us to stay up in quality, with a preference for BB-rated and select
B-rated credits that pass our credit reviews.
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High-Yield Corporate Bond Sector Credit Metrics Improve in the First Quarter
High-Yield Gross Leverage Mutiple
High-Yield Interest Coverage

High-yield corporate bond credit
metrics appear to be improving,
but we are cautious not to label this
a trend reversal just yet. We are
optimistic, however, that 2017 will be
a year where rising leverage multiples
and declining coverage ratios take a
brief pause until 2018.

Leverage Multiple Historical Average
Interest Coverage Historical Average
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Source: Morgan Stanley, Guggenheim Investments. Data as of Q1 2017.

CCC-Rated Bond Rally Is Beginning to Fade

After 12 consecutive months
of CCC-rated corporate bonds
outperforming BB-rated corporate
bonds between March 2016 and
February 2017, we have begun to
see a reversal in this trend this year.
CCC-rated bonds underperformed
BB-rated bonds by 0.7 percent in
April and 0.9 percent in June, making
this the first quarter of relative
underperformance by lower-rated
bonds since the first quarter of 2016.

CCC-Rated Bonds 1-Month Return vs. BB-Rated Bonds 1-Month Return
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Source: Bloomberg Barclays, Guggenheim Investments. Data as of 6.30.2017.
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Bank Loans

Refi Activity Takes a Breather
Portfolio allocation as of 6.30.2017

1%

2%

Guggenheim
Core

Guggenheim
Core Plus

The share of loans trading above par has declined from the
peak earlier in the year, easing some refinancing pressure.
After 15 consecutive months of net supply shortage, June saw a significant increase
in net supply relative to inflows from mutual funds and CLOs. The U.S. leveraged
loan supply/demand balance saw a supply surplus of $22 billion, compared to an
average shortage of $7 billion since March 2016 (see chart, top right). The surplus
in supply translated into weaker performance for the overall market, with the share

15%

0%

Guggenheim
Multi-Credit

Bloomberg Barclays
U.S. Aggregate

of loans trading above par declining to 46 percent of the Credit Suisse Leveraged
Loan index from 62 percent in February, culminating in the first monthly loss for
the index since February 2016. On a positive note, the decline in loans trading above
par has eased refinancing activity which dropped to 34 percent as a share of total
institutional loan issuance in June, the lowest since May 2016.
The Credit Suisse Leveraged Loan index posted a 0.06 percent loss in June, but still
gained 0.8 percent in the second quarter of 2017 as three-year discount margins
tightened by 2 basis points quarter over quarter. This makes it the sixth consecutive
quarter of positive returns in the loan market. Lower-quality loans underperformed
higher-quality loans, with CCC loans losing 0.4 percent, versus gains of 0.7 percent
and 1.1 percent for BB-rated loans and B-rated loans, respectively.

Thomas Hauser
Senior Managing Director

We remain positive on bank loans over the medium term as the fundamentals
point to a continuation of lower-than-average default rates (see chart, bottom right).
The average interest coverage of loans outstanding is 4.3x based on the arithmetic
average and 3.8x when weighted by issue size. Looking at historical data, we find
that interest coverage below 3x is consistent with an uptick in defaults. Assuming
earnings remain unchanged, the London Interbank Offered Rate (Libor) would have
to increase to 3.0 percent for interest coverage to fall below 3x.

Christopher Keywork
Managing Director
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Bank Loan Supply Exceeded Demand

The U.S. leveraged loan supply/
demand balance —net loan supply
minus visible inflows—saw a supply
surplus of $22 billion, compared to
an average shortage of $7 billion
since March 2016.

$25
$20
$15
$10

$billions

$5
$0
-$5
-$10
-$15
-$20
March April May

June

2016
July Aug. Sept. Oct.

Nov.

Dec.

Jan.

2017
Feb. March April May

June

Source: S&P LCD, Guggenheim Investments. Data as of 6.30.2017.

Loan Default Rate Remains Well Below Historical Average
12-Month Trailing Par-Weighted Default Rate
12-Month Trailing Issuer-Weighted Default Rate

We remain positive on bank loans
over the near- and medium-term
as the fundamentals point to a
continuation of lower-than-average
default rates.
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Source: S&P LCD, Guggenheim Investments. Data as of 6.30.2017.
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Asset-Backed Securities and CLOs

Safety First
Portfolio allocation as of 6.30.2017

24%

39%

Guggenheim
Core

Guggenheim
Core Plus

We favor senior CLO debt and well-protected ABS as the
credit cycle ages.
The CLO market appears to be reaching the end of its refinancing and reset wave.
The total deal balance of CLOs refinanced or reset in the first half of 2017 reached
$117 billion, plus $59 billion of new issuance. After accounting for paydowns
and redemptions, we expect full-year net new issuance to reach $25 billion.
Coupon refinancing transactions have been most prevalent to date. Resets, which

44%

0%

extend the reinvestment period as well as adjusting coupons, have gained share
in recent months. Broadly syndicated new issue CLO spreads traded in a relatively
tight band over the second quarter and remain near annual tights (see chart,

Guggenheim
Multi-Credit

Bloomberg Barclays
U.S. Aggregate

top right), and we expect further tightening. Middle-market CLO new issuance has
been strong. Recently, international investors have begun to participate in middlemarket CLOs, and the price concession for middle-market issuers has begun to
narrow. Credit metrics across CLO transactions have remained relatively stable.
Concerns over oil, gas, and mining issuers have abated, while credit focus
on retailers has increased.
U.S. ABS new issue volume increased 25 percent year over year to $68.2 billion,
with increases in all major sectors except student loans. Aircraft, container, and

Matt Lindland, CFA
Senior Managing Director

franchise finance ABS new issuance have provided opportunities for credit selection
and opportunistic purchases. Spreads in ABS have tightened over the first half,
particularly in unsecured consumer, maritime container, and franchise finance
ABS (see chart, bottom right). Spreads on senior aircraft ABS A-rated tranches have
tightened from 325 basis points in December 2016 to 200 basis points in June 2017.
Per the JP Morgan CLOIE indexes, lower quality CLOs continue to outperform
higher quality, with BB-rated 2.0 CLOs returning 2.7 percent versus returns of 1.3,
0.8, 0.6, and 0.5 percent for BBB-rated, A-rated, AA-rated, and AAA-rated CLOs,

Michelle Liu, CFA
Director

respectively. The broader index returned 0.8 percent. Discount margins tightened
across all ratings tranches, with the discount margin of the broader index ending
the quarter at 229 basis points, the tightest since mid-2015.
Looking to the second half, we are supportive of CLOs, though we continue to
tighten our credit standards in anticipation of the credit cycle turning in the medium
term. We prefer AAA/AA new issue securities and refinancing tranches with shorter
weighted average life and higher stress loss coverage. In ABS, we favor off-the-run

George Mancheril
Vice President
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and private ABS issuers as the credit cycle ages, particularly in senior classes of
infrequent and niche issuers where higher spreads can be earned for information
and liquidity premiums without taking on increased subordination and credit risk.

Fixed-Income Outlook | Third Quarter 2017

Post-Crisis Spreads Are at the Tight End of the 52-Week Range for 2.0/3.0 CLOs
Last
500
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Broadly syndicated new issue CLO
spreads traded in a relatively tight
band over the second quarter and
remain near annual tights.
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ABS Spreads Grind Tighter
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Spreads in ABS have tightened
over the first half, particularly in
maritime container, aircraft leasing,
and franchise finance ABS.
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Non-Agency Residential Mortgage-Backed Securities

Limited Compensation for Risk
Portfolio allocation as of 6.30.2017

2%

16%

Guggenheim
Core

Guggenheim
Core Plus

We favor a defensive approach that emphasizes shortermaturity senior tranches.
Non-Agency RMBS spreads have now rallied to post-crisis lows as improving credit
fundamentals, particularly the prepayment and default behavior of re-performing
loans, have emboldened investors. In addition, the shortage of new supply continues
to provide a tailwind (see chart, top right). New issuance totaled $18 billion for the
quarter, distributed across credit risk transfer ($5.5 billion), new issue prime and

11%

0%

Guggenheim
Multi-Credit

Bloomberg Barclays
U.S. Aggregate

nonprime ($3 billion), and non-and re-performing loan-backed deals ($9.5 billion).
This compares to $25 billion of pay-downs experienced across pre-crisis deals.
Spread differentials between lower-risk and higher-risk RMBS tranches remain
historically narrow (see chart, bottom right), and reflect broader complacency
in fixed-income markets. With many segments of the RMBS market priced for
smooth sailing, the market offers little incremental spread for taking on increased
systemic market risk or idiosyncratic security-level risk, and therefore warrants
cautious positioning. For example, a number of RMBS deals recently experienced
unexpected losses at optional redemption when the deal trustee withheld funds to
reserve for hypothetical future legal expenses. This unprecedented situation, which
is concentrated in prime and Alt-A deals originated in or before 2005, represents a

Karthik Narayanan, CFA
Managing Director

new dimension of risk that was not previously priced into the market. Other such
idiosyncratic risks exist in deeply subordinated bonds and small collateral pools,
neither of which offer attractive spreads relative to their investment risk.
Non-Agency RMBS recorded strong performance in the second quarter of 2017,
posting a 3.2 percent total return and outperforming the Bloomberg Barclays
Aggregate Index. Trading volumes tapered off over the quarter with the approach
of the traditionally slow summer months. We witnessed the strongest performance
in the more credit-sensitive option ARM and subprime-backed subsectors, where

Eric Marcus
Director

a combination of tighter spreads and an improving outlook for future cash flows
propelled returns.
We currently favor a defensive approach that emphasizes shorter maturity senior
tranches backed by pre-crisis subprime, and non- and re-performing loans that
benefit from monthly amortization, lower prospective price volatility, and improving
credit fundamentals while carrying low interest-rate sensitivity. We continue to
avoid deeply subordinated or long maturity tranches with their limited yield pickup
and potential for heightened price volatility and idiosyncratic performance.
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New Supply Shortage Creates Technical Tailwind
Issuance
$100

Paydowns

Improving credit fundamentals,
particularly the prepayment and
default behavior of re-performing
loans, have emboldened nonAgency investors. In addition, the
shortage of new supply continues
to provide a tailwind. Net new
supply was essentially zero in the
first half of 2017.
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Non-Agency RMBS Spreads Narrow Across the Credit Spectrum
6.30.2017
600

Spread differentials between
lower-risk and higher-risk RMBS
tranches remain historically
narrow, with year-ago and latest
spreads essentially setting the
52-week range.
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Commercial Mortgage-Backed Securities

Investors Latch On to New Issue
Portfolio allocation as of 6.30.2017
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10%

Guggenheim
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Guggenheim
Core Plus

Dislocation between primary and secondary CMBS
markets limits near-term upside.
Private label CMBS now represents only 10 percent of outstanding CRE finance,
down from a peak of 23 percent in 2007 (see chart, top right). Fannie Mae and
Freddie Mac have assumed a near-monopoly in multifamily finance, and the
demand from banks and insurance companies has dramatically encroached
on CMBS’s footprint. From a credit perspective, CMBS metrics are somewhat mixed

3%

2%

Guggenheim
Multi-Credit

Bloomberg Barclays
U.S. Aggregate

in 2017, as first mortgage loan-to-value ratios (LTVs) have improved alongside
greater concentrations in interest-only loans and increased mezzanine and B note
financing. Recently, CMBS bonds have traded in secondary markets at significant
discounts to new issue. Despite similar metrics and shorter tenors, CMBS secondary
bonds are not finding the sponsorship of their new-issue counterparts.
While CMBS supply constraints have buttressed CMBS spread levels (see chart,
bottom right) in the face of an 8 percent decline in CRE transaction volumes and
ongoing retail challenges, the dislocation between primary and secondary markets
is difficult to explain. Viewed in a positive light, the dislocation represents a
buying opportunity for investors with sufficient resources and patience to navigate
secondary markets, but may highlight liquidity concerns and a splintering buyer

Peter Van Gelderen
Managing Director

base at current new-issue spread levels. By contrast, large loan CMBS has had
robust new issue supply and significant secondary demand. Year to date, $17.9
billion large loan transactions have been issued, compared to $8 billion last year.
Primary and secondary market demand for these transactions has remained
exceptionally high. In the secondary market, these transactions often trade at
a premium, subjecting investors to a negative yield to worst. The risk of these
securities being called and refinanced remains high in our estimation, and we

Shannon Erdmann
Director

have generally withdrawn from those secondary markets as a result.
Post-crisis CMBS, as measured by the Barclays U.S. CMBS 2.0 index, posted a
positive total return of 1.4 percent for the second quarter. The AAA-rated and AArated tranches of the index returned 1.3 percent each, while A-rated and BBB-rated
CMBS 2.0 tranches had stronger total returns of 1.7 and 2.6 percent, respectively.
Given the mixed market technicals, we have become more defensive. We generally
prefer up-in-credit securities and have focused on secondary markets to the extent

Simon Deery
Vice President
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possible. We remain active in floating-rate large loan and CRE CLO transactions,
and have limited our activity to primary markets where the purchase price is not at
a premium and our investors are not exposed to negative yields in a call scenario.
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Private Label CMBS Loses Market Share
Private Label CMBS

Private label CMBS now represents
only 10 percent of commercial and
multi-family debt outstanding,
down from its peak of 23 percent
in 2007, while market share of Agency
CMBS, as well as banks and insurance
companies, has increased.

Agency CMBS
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Source: Flow of Funds Accounts, Federal Reserve Board of Governors, Commercial Mortgage Alert, Guggenheim Investments. Data as
of 12.31.2016. Note: The Federal Reserve changed its reporting for CMBS in Q2 2013, which resulted in a decrease in outstanding CMBS
of about $130 billion that was recategorized as REIT debt.

New-Issue CMBS Spreads Tighten
Last
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CMBS supply constraints have
buttressed CMBS spread levels in the
face of a 12 percent decline in CRE
transaction volumes and ongoing
challenges for retail properties.
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Commercial Real Estate Debt

Values Have Likely Peaked
Portfolio allocation as of 6.30.2017
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Guggenheim
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Guggenheim
Core Plus

Sales volumes slowed again in the first half of 2017, and
valuations have likely passed their cyclical peak.
Sales for the first half of the year are down 8 percent over the same period
last year, and continue the trend of lower volumes since the peak in 2015.
Apartment and retail sectors have seen the biggest declines at 17 percent and
16 percent, respectively. The only increase was in the industrial sector, which
was up 10 percent. The slowdown in sales is a function of investors’ concern with
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0%

Guggenheim
Multi-Credit

Bloomberg Barclays
U.S. Aggregate

slowing growth in net operating income, potentially higher interest rates, and the
volume of new construction, especially for apartments. The slowing growth in
net operating income (see chart, top right) is one of the top determinants of price
as investors no longer view real estate as a double-digit growth vehicle. This has
caused investors to be less aggressive on purchase prices and cap rates over the
last year; combined with declining sales volume, this indicates to us that market
valuations have peaked for this cycle. Meanwhile, sellers are under no significant
pressure to sell as interest rates are still low, inflation is benign, and most properties
other than retail are performing at high levels of actual net operating income.
Neither side is willing to meet in the middle. With investors hesitant to buy, and
sellers under no real pressure to sell, prices will likely remain flat to slightly down

William Bennett
Managing Director

for the rest of the year for most properties (see chart, bottom right). The industrial
sector may be the outlier as the expanding economy has provided significant
demand, led by new e-commerce participants.
With the slowdown in sales volume and the tail end of the ”wall of maturities”
on lender balance sheets, we expect origination volumes to decline by 5–8 percent.
Large deal activity is down 16 percent year to date compared to the same period last
year, and single-asset transactions are down 6 percent. We do not think this trend
will change in the second half. This slowdown will cause lenders to be aggressive,
and they may lower spreads over the next few months to increase production.
With CMBS and Agency lenders quoting aggressively on 10-year terms, we like
five- and seven-year paper, and longer terms up to 15 years where pricing is less
competitive. The bridge and mezzanine space is still attractive, but spreads are
being compressed due to the significant supply of capital to these higher-yielding
transactions.
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Net Operating Income Dips Across All Sectors
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The slowdown in U.S. real estate
sales is a function of investors’
concern with slowing growth in net
operating income, potentially higher
interest rates, and the amount
of new construction, especially
for apartments.
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Most Real Estate Prices Have Likely Peaked
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With investors hesitant to buy, and
sellers under no real pressure to sell,
prices will likely remain flat to slightly
down for the rest of the year for most
property types. Industrial properties
may be an exception due to demand
from e-commerce tenants.
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Municipal Bonds

Headline Risk as More States Struggle
Portfolio allocation as of 6.30.2017
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Guggenheim
Core Plus

Focus on quality as political uncertainty and budgetary
concerns haunt many municipalities.
The municipal market has become increasingly focused on the political drama of
Illinois and Chicago, eleventh-hour passages of 2018 budgets, and the restructuring
of Puerto Rico’s debt complex. As the themes that led to these issuers’ credit
deterioration extend to other municipalities, we expect the watch list of weaker
credits in the municipal market to expand. Rating agencies have recognized that
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Guggenheim
Multi-Credit

Bloomberg Barclays
U.S. Aggregate

credit risk has broadened to more states, as evidenced by their negative actions
against 11 states in the first half of 2017. Eleven states began fiscal year 2018
without enacting budgets, up from four states last year. Inescapable structural
pension issues and reconciliation of far-reaching federal policies (e.g., healthcare)
will continue to put pressure on cash-strapped municipalities.
The Bloomberg Barclays Municipal Bond index posted a 2.0 percent gain during
the second quarter of 2017, with longer-maturity bonds continuing to outperform
the short-end and lower-quality bonds outperforming higher quality. BBB-rated
and A-rated municipal bonds returned 2.1 percent and 2.2 percent, versus 1.9
percent for AA-rated bonds and 1.7 percent for AAA-rated bonds.

James Pass
Senior Managing Director

Following 2016’s record-setting year for municipal debt issuance of approximately
$446 billion, year-to-date supply ending June 30 declined by approximately 13
percent year over year (see chart, top right). Since 2011, average annual new money
supply hovered at levels approximately 33 percent below that of the decade ending
in 2010. In contrast, refundings began to exceed new money supply each year
since 2012, which has methodically narrowed the municipal market’s breadth of
issuers. Within this new issuance pattern, volumes have been dominated by the
same states and issuers (see chart, bottom right). In addition, supply trends will

Allen Li, CFA
Managing Director

be influenced by refinancings upon the 10-year anniversary of the Build America
Bonds program, which lasted from February 2009 to December 2010, when
approximately $15 billion and $30 billion of taxable bonds become callable in
2019 and 2020, respectively. We believe supply-demand dynamics and negative
sentiment on credit risk will keep us focused on higher quality benchmark names
and issuers neglected by wide market coverage.
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Muni Issuance Starts to Dip After Record 2016
New Money
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Following 2016’s record-setting
year for municipal debt issuance
of approximately $446 billion,
year-to-date supply ending June 30
declined by approximately 13 percent
year over year.
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Top 10 Issuing States Dominate New Money Supply
% of Total Annual New Money Supply
State
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Refundings began to exceed new
money supply each year since 2012,
which has methodically narrowed the
municipal market’s breadth of issuers.
Within this new issuance pattern,
volumes have been dominated by
the same states and issuers.

Source: Thomson Reuters, Guggenheim Investments. Data as of 7.25.2017.
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Agency Mortgage-Backed Securities

All Eyes on the Fed
Portfolio allocation as of 6.30.2017
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Fed policy—and the market’s reaction to it—will be a key
driver of opportunities in 2018.
Agency MBS performance was positive in the second quarter, driven by a continued
softening in volatility and lower net supply relative to expectations. Additionally,
tight spreads in credit sensitive areas have helped make Agency MBS’s nominally
tight spreads appear relatively attractive. These factors all contributed to spreads
holding at relatively tight levels even as the Fed announced details about its
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Bloomberg Barclays
U.S. Aggregate

portfolio runoff plans (see chart, top right). The Fed plans a graduated quarterly
schedule of runoff caps ending at $20 billion per month, most likely commencing
in October. The Fed seems to understand its place as the most important source of
demand for Agency MBS, particularly as Fannie Mae and Freddie Mac have shrunk
their balance sheets (see chart, bottom right).
If investors become concerned about tapering-induced supply, the basis could
witness periods of pressure causing spreads to widen, but assuming tapering
begins this year, increased supply concerns should not become a fundamental issue
until 2018, when the Fed’s lower reinvestment levels become meaningful. At that
point, we would expect foreign investors, domestic banks, and money managers to
provide the backstop bid for Agency MBS, albeit at wider spread levels. Risks to this

Jeffrey Traister, CFA
Managing Director

outcome include regulatory uncertainty, the relative value of competing products,
and a potential increase in volatility. The path may not be smooth, but spreads will
likely settle in approximately 20 basis points wider relative to current levels.
The Bloomberg Barclays U.S. MBS index posted a 0.9 percent return in the second
quarter of 2017, the strongest since the second quarter of 2016. Yields ended the
quarter at 2.9 percent, unchanged from the previous quarter, while the Agency MBS
basis is roughly 10 basis points tighter since the beginning of the year.

Aditya Agrawal, CFA
Director

There may be opportunities to pick up assets at substantially wider spreads
as the market adjusts to the evolving technical dynamics driven by tapering
expectations. We continue to prefer a portfolio of cash-flow story bonds for duration
management. In particular, prepayment risk is being driven by turnover as
borrower-refinancing opportunities dwindle. Moreover, credit curing, marginally
loosening lending standards, and home price appreciation are the turnover themes
driving prepayments. Bonds exposed to these factors can provide opportunities to
pick up relative value within the Agency MBS sector.
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Agency MBS Spreads Trend Down Despite Looming Fed Tapering

TIght spreads in credit sensitive
areas have helped make Agency
MBS’s nominally tight spreads
appear relatively attractive.
Relative value considerations
helped limit MBS spread widening
even as the Fed announced its
tapering plans.
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Agency MBS Market Dynamics Will Shift with Fed Policy
Fed Holdings

The Fed seems to understand its
place as the most important consistent
source of post-crisis Agency MBS
demand, particularly as Fannie Mae
and Freddie Mac have shrunk their
balance sheets. Increased supply
concerns should not become a
fundamental issue until 2018,
when the Fed’s lower reinvestment
levels become meaningful.
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Rates

Fed Policy Will Dictate Demand
Portfolio allocation as of 6.30.2017
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A barbell position remains appropriate as the yield curve
flattens further.
As the market was expecting, the FOMC raised rates by 25 basis points at its June
meeting, bringing the target range for the federal funds rate to 1.00–1.25 percent.
In addition to releasing an updated Summary Economic Projections (SEP), the FOMC
announced a detailed balance sheet normalization plan, setting the stage for this
process to begin over the next few months. The FOMC acknowledged that inflation
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has declined recently, and that market inflation expectations remain low; however,
they believe that this decline is temporary. Over the course of the quarter, the long
end of the yield curve moved lower, led by inflation breakevens, possibly indicating
that the market believes that low inflation could prove to be persistent (see chart,
top right).
The yield curve continued to flatten during the second quarter. The Fed tightening
caused yields at the front end of the curve to rise and the two-year Treasury yield to
increase from 1.26 percent to 1.38 percent. Meanwhile, declining inflation pressures
caused longer-term yields to fall, with the 10-year Treasury yield decreasing from
2.39 percent to 2.31 percent. The Bloomberg Barclays U.S. Treasury index returned
1.3 percent for the quarter, bringing the total return for the year to 1.9 percent.

Connie Fischer
Senior Managing Director

The Bloomberg Barclays U.S. Agency index returned 1.0 percent for the quarter
and 2.1 percent for the year. Globally, the Bloomberg Barclays Global Treasury
index returned 2.35 percent for the quarter and 4.5 percent for the year as foreign
sovereign markets outperformed.
Looking forward, we expect the FOMC to announce the start of its balance sheet
reduction plan at its September meeting, and to increase the federal funds rate an
additional 25 basis points at its December meeting. Should inflation remain below

Kris Dorr
Managing Director

the Fed’s inflation target of 2 percent, additional increases in the fed funds rate
may put the Fed ahead of the curve on inflation, which may result in a monetary
policy stance that is more restrictive than the Fed expects (see chart, bottom
right), causing long-term yields to fall. We continue to believe that the yield curve
will flatten further, and that a barbell position remains appropriate. Within the
government sector, longer-dated Agency securities offer attractive spreads over
Treasury securities and should benefit in a risk-off event.

Tad Nygren, CFA
Managing Director
Note: “Rates” products refer to Treasury securities and Agency debt securities.
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Inflation Remains Stubbornly Low
Core CPI (YoY % Change)

Yields at the long end of the curve
moved lower over the course of the
quarter, possibly indicating that the
market believes factors leading to
declining inflation pressures are more
than transitory.
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Low Inflation Raises Risk Monetary Policy Will Become Too Restrictive
Real Fed Funds Rate

Natural Rate

Should inflation remain below the
Fed’s inflation target of 2 percent,
additional increases in the fed funds
rate may put the Fed ahead of the
curve on inflation, which may result
in a monetary policy that is more
restrictive than the Fed expects.
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Important Notices and Disclosures
This article is distributed for informational purposes only and should not be considered as investing advice or a recommendation of any particular security, strategy or investment product. This article
should not be considered research nor is the article intended to provide a sufficient basis on which to make an investment decision. This article contains opinions of the authors but not necessarily
those of Guggenheim Partners or its subsidiaries. The authors’ opinions 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 or, nor liability for, decisions based on such information.
RISK CONSIDERATIONS Investing involves risk, including the possible loss of principal. Fixed-income investments are subject to credit, liquidity, interest rate and, depending on the instrument,
counterparty risk. These risks may be increased to the extent fixed-income investments are concentrated in any one issuer, industry, region or country. The market value of fixed-income investments
generally will fluctuate with, among other things, the financial condition of the obligors on the underlying debt obligations or, with respect to synthetic securities, of the obligors on or issuers of the
reference obligations, general economic conditions, the condition of certain financial markets, political events, developments or trends in any particular industry, and changes in prevailing interest
rates. Investing in bank loans involves particular risks. Bank loans may become nonperforming or impaired for a variety of reasons. Nonperforming or impaired loans may require substantial workout
negotiations or restructuring that may entail, among other things, a substantial reduction in the interest rate and/or a substantial write down of the principal of the loan. In addition, certain bank
loans are highly customized and, thus, may not be purchased or sold as easily as publicly traded securities. Any secondary trading market also may be limited and there can be no assurance that an
adequate degree of liquidity will be maintained. The transferability of certain bank loans may be restricted. Risks associated with bank loans include the fact that prepayments may generally occur
at any time without premium or penalty. High-yield debt securities have greater credit and liquidity risk than investment-grade obligations. High-yield debt securities are generally unsecured and
may be subordinated to certain other obligations of the issuer thereof. The lower rating of high-yield debt securities and below investment-grade loans reflects a greater possibility that adverse
changes in the financial condition of an issuer or in general economic conditions or both may impair the ability of the issuer thereof to make payments of principal or interest. Securities rated below
investment grade are commonly referred to as “junk bonds.” Risks of high-yield debt securities may include (among others): (i) limited liquidity and secondary market support, (ii) substantial
marketplace volatility resulting from changes in prevailing interest rates, (iii) the possibility that earnings of the high-yield debt security issuer may be insufficient to meet its debt service, and (iv) the
declining creditworthiness and potential for insolvency of the issuer of such high-yield debt securities during periods of rising interest rates and/ or economic downturn. An economic downturn or an
increase in interest rates could severely disrupt the market for high-yield debt securities and adversely affect the value of outstanding high-yield debt securities and the ability of the issuers thereof
to repay principal and interest. Issuers of high-yield debt securities may be highly leveraged and may not have available to them more traditional methods of financing. Asset-backed securities,
including mortgage-backed securities, may be subject to many of the same risks that are applicable to investments in securities generally, including currency risk, geographic emphasis risk, highyield and unrated securities risk, leverage risk, prepayment risk and regulatory risk. Asset-backed securities are particularly subject to interest rate, credit, liquidity, and valuation risks. The municipal
bond market may be impacted by unfavorable legislative or political developments and adverse changes in the financial conditions of state and municipal issuers or the federal government in the
case it provides financial support to the municipality. Income from the municipal bonds held could be declared taxable because of changes in tax laws. Certain sectors of the municipal bond market
have special risks that can affect them more significantly than the market as a whole. Because many municipal instruments are issued to finance similar projects, conditions in these industries can
significantly affect an investment. Municipalities currently experience budget shortfalls, which could cause them to default on their debts.
Guggenheim Investments represents the following affiliated investment management businesses of Guggenheim Partners, LLC: Guggenheim Partners Investment Management, LLC, Security
Investors, LLC, Guggenheim Funds Investment Advisors, LLC, Guggenheim Funds Distributors, LLC, Guggenheim Real Estate, LLC, GS GAMMA Advisors, LLC, Guggenheim Partners Europe Limited
and Guggenheim Partners India Management. This material is intended to inform you of services available through Guggenheim Investments’ affiliate businesses.
INDEX DEFINITIONS Leveraged loans are represented by the Credit Suisse Leveraged Loan index which tracks the investable market of the U.S. dollar denominated leveraged loan market. It consists
of issues rated “5B” or lower, meaning that the highest rated issues included in this index are Moody s/S&P ratings of Baa1/BB+ or Ba1/ BBB+. All loans are funded term loans with a tenor of at least
one year and are made by issuers domiciled in developed countries. High-yield bonds are represented by the Credit Suisse High-Yield index, which is designed to mirror the investable universe of the
$US denominated high yield debt market. Investment grade bonds are represented by the Bloomberg Barclays Corporate Investment-Grade index, which consists of securities that are SEC registered,
taxable and dollar denominated. The index covers the U.S. corporate investment-grade fixed-income bond market. Treasurys are represented by the Bloomberg Barclays U.S. Treasury index, which
includes public obligations of the U.S. Treasury with a remaining maturity of one year or more. The S&P 500 Index is a capitalization-weighted index of 500 stocks, actively traded in the U.S, designed
to measure the performance of the broad economy, representing all major industries. The Chicago Board Options Exchange (CBOE) Volatility Index (VIX) shows the market’s expectation of 30-day
volatility using the implied volatilities of a wide range of S&P 500 index options. Collateralized loan obligations are represented by the J.P. Morgan CLO index (CLOIE). Commercial mortgage-backed
securities issued after 2010 are represented by the Barclays CMBS 2.0 Index. Bloomberg Barclays Global Treasury Index tracks fixed-rate, local currency government debt of investment grade
countries, including both developed and emerging markets. The referenced indices are unmanaged and not available for direct investment. Index performance does not reflect transaction costs, fees
or expenses. Basis point: One basis point is equal to 0.01 percent. Likewise, 100 basis points equals 1 percent.
1
Guggenheim Investments total asset figure is as of 6.30.2017. The assets include leverage of $11.3bn for assets under management and $0.4bn for assets for which we provide administrative
services. Guggenheim Investments represents the following affiliated investment management businesses of Guggenheim Partners, LLC: Guggenheim Partners Investment Management, LLC,
Security Investors, LLC, Guggenheim Funds Investment Advisors, LLC, Guggenheim Funds Distributors, LLC, Guggenheim Real Estate, LLC, GS GAMMA Advisors, LLC, Guggenheim Partners Europe
Limited, and Guggenheim Partners India Management.
2
Guggenheim Partners assets under management are as of 6.30.2017 and include consulting services for clients whose assets are valued at approximately $62bn.
©2017, Guggenheim Partners, LLC. No part of this article may be reproduced in any form, or referred to in any other publication, without express written permission of Guggenheim Partners, LLC.
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opportunities and attractive long-term results.

About Guggenheim Partners
Guggenheim Partners is a global investment and advisory firm with more than
$290 billion2 in assets under management. Across our three primary businesses
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of investment management, investment banking, and insurance services, we have
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a track record of delivering results through innovative solutions. With more

5 Wilton Road

than 2,300 professionals based in more than 25 offices in six countries around

London, SW1V 1LG

the world, our commitment is to advance the strategic interests of our clients

+44 20 3059 6600

and to deliver long-term results with excellence and integrity. We invite you to
learn more about our expertise and values by visiting GuggenheimPartners.com
and following us on Twitter at twitter.com/guggenheimptnrs.

