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Overview

BALANCE SHEET NORMALIZATION

The Federal Open Market Committee (FOMC) resumed its discussion from the January 2019 
meeting regarding options for transitioning to the longer-run size of the balance sheet. 
Participants described options for ending the Federal Reserve’s (Fed's) Quantitative Tighten-
ing at the end of September 2019—and potentially reducing the pace of redemptions of 
Treasury securities before that date. Reducing the pace of redemptions before ending them 
would be consistent with most previous changes in the Fed’s balance sheet policy and would 
support a gradual transition to the long-run level of reserves.

PARTICIPANTS’ VIEWS ON CURRENT CONDITIONS AND THE ECONOMIC OUTLOOK 

“Participants continued to view a sustained expansion of economic activity, strong labor 
market conditions, and inflation near the Committee’s symmetric 2 percent objective as the 
most likely outcomes over the next few years. Underlying economic fundamentals continued 
to support sustained expansion, and most participants indicated that they did not expect the 
recent weakness in spending to persist beyond the first quarter. Nevertheless, participants 
generally expected the growth rate of real GDP this year to step down from the pace seen 
over 2018 to a rate at or modestly above their estimates of longer-run growth.”
- Minutes of the FOMC, March 19-20, 2019

GLOBAL LIQUIDITY TIGHTENED EXCESSIVELY

The U.S. yield curve continues to send very worrying signals based upon the Fed's efforts to limit 
the tightening of liquidity by restricting the run down in its balance sheet and therefore its excess 
reserves, which are now a more permanent component of the balance sheet given more stringent 
regulatory requirements enacted in the banking sector, like the Liquidity Coverage Ratio.  

Fortunately the Fed has emphasized that the runoff of the balance sheet will end in late September 
2019; however the central bank believes that its actions of both slowly raising interest rates in 25 
basis point quarterly increments and shrinking the balance sheet by $50 billion per month have had a 
limited impact on the economy.

One of the most liquid measures of stress in the economy and often a leading indicator of recessions 
is the yield curve. Our proxy—the differential in yield between 10- and 2-year Treasuries—indicates  
the potential for future economic stress is quite high (see Figure 1 on next page).  

As the yield differential moves toward a negative spread, a recession is almost certain based on 
recent historical observations. Typically a yield curve inversion forecasts that a recession is 12-24 
months away, and investors should be positioned more conservatively.
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Alternatively, our proprietary recession indicator—which is more depen-
dent on equity valuations—emphasizes that an economic recession is not 
imminent. This indicator can be very volatile. Most recently the commodity 
shock in 2015 and the sovereign debt crisis in 2011 signaled a recession. 
The continued implementation of unorthodox policy limited the recession-
ary impact (see Figure 2).

Credit markets, and of course equity markets, responded very positively 
in 1Q 2019 to a Fed that recognized, or was forced to recognize, its overly 
tight monetary policy stance. Credit markets moved from one standard 
deviation cheap at the end of 4Q 2018 to now one standard deviation tight 
at the end of Q1 2019. This valuation is reflected in both high yield and 
investment grade credit spreads.

In actual option adjusted spread terms—and given the state of the econo-
my—high yield spreads are now roughly 150 basis points (bps) overvalued 
while investment grade spreads are overvalued by 50 bps. This represents 
one of the larger overvaluations since early 2016 (see Figures 3 and 4).

Our allocation to the high yield market was beneficial, but our higher-
quality focus on double and single B credits underperformed the broader 
U.S. high yield market, with a still larger than 13% allocation to CCC and 
below credits.

In addition to the Fed, credit markets have awaited improvement in 
Chinese economic data. The U.S. and China represent the two engines 
that can drive global growth forward. With the Fed on hold for now, we 
believe stronger economic data from China is a necessity for risk asset 
performance.

As of 3/29/2019
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Figure 1 Spread Between 10yr and 2yr US Government Yields 

Source: Bloomberg (© 2019, Bloomberg Finance LP)
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Figure 2 U.S. Recession Indicator 

*Based on 16 components, including interest rates, high yield spreads, business 
confidence and activity, corporate profits, equity, and lumber price. Shaded gray: 

indicator is negative. Shaded green: U.S. recessions
Source: Brandywine Global
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Figure 3 Investment Grade and High Yield Credit Markets Have Fully 
Priced in the Data Dependent Fed 

*Based on Fed loan survey, industrial production, capacity 
utilization, and 12-month trailing default rate

Source: Brandywine Global
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Figure 4 Investment Grade and High Yield Credit Markets Have Fully 
Priced in the Data Dependent Fed 

*Based on Fed loan survey, industrial production, capacity 
utilization, and 12-month trailing default rate

Source: Brandywine Global
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A key indicator to monitor the Chinese economy has been M1 growth, 
which appears to have bottomed in March 2019 (see Figure 5), and has 
typically been a leading indicator signaling stronger economic growth out 
of China.

Money supply growth typically reflects strong credit expansion. A review 
of nominal credit expansion in China during 1Q 2019 shows that its expan-
sion is among the third largest in nominal terms over the last decade (see 
Figure 6). The expansion is being driven by traditional loans, which are 
typically provided to the state owned enterprises, while shadow bank 
lending as reflected by trust, entrusted and acceptances has had no impact 
—but is not in contraction like 1Q 2018.

Yet a deeper review of the numbers requiring detailed historical adjust-
ments to make prior periods comparable—which was kindly provided by 
the Emerging Advisors Group—makes clear that the credit flow in relation 
to gross domestic product (GDP) has been modest (see Figure 7) in relation 
to 2015, 2013, and 2009.

AN EVER WATCHFUL EYE ON THE FED AND CHINA

We continue to keep an eye on the Fed’s data dependency.  We believe 
the Fed’s balance sheet continues to be small, and any signal that rates 
may need to rise will be extremely negative for credit markets. Credit 
expansion in China and its impact on domestic growth and trade is our 
other focus.  

How economic circumstances develop in China and the U.S. over the next 
quarter will determine whether total returns for the credit markets stay 
elevated or decline. Our own proprietary credit indicators highlight that 
credit valuations are now stretched.

As of 3/31/2019
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Figure 5 China M1 Improving 

Source: Bloomberg (© 2019, Bloomberg Finance LP)
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Figure 6 One of the Biggest Chinese Credit Expansions Yet? 

Source: Emerging Advisors Research
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Figure 7 Monthly Credit Flow Impulse Not Yet Material 
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Index Summary AS OF MARCH 31, 2019

INVESTMENT GRADE
• Investment grade corporate bonds participated in the broader credit market rally, particularly given the Fed's retreat in hawkishness. Although 

U.S. investment grade credit provides a source of high-quality duration, we remain cautious given rich valuations.   

3/31/18 1/31/2019 2/28/2019 3/31/2019

SPREAD/YIELD SUMMARY (bps/%) SPREAD YIELD SPREAD YIELD SPREAD YIELD SPREAD YIELD

ICE BAML Global Corporate Index 112 2.94 141 3.18 131 3.14 128 2.88

ICE BAML AA Global Corporate Index 68 2.34 74 2.38 67 2.35 67 2.14

ICE BAML A Global Corporate Index 93 2.74 110 2.84 101 2.81 100 2.58

ICE BAML BBB Global Corporate Index 139 3.24 183 3.63 170 3.56 165 3.28

ICE BAML U.S. Corporate Index 117 3.81 138 4.00 129 3.98 127 3.69

PERFORMANCE SUMMARY (%) QTD YTD 1 YEAR 3 YEAR 5 YEAR 10 YEAR

ICE BAML Global Corporate Index 4.13 4.13 1.30 3.02 2.06 5.62

ICE BAML AA Global Corporate Index 2.93 2.93 0.90 1.97 1.38 4.01

ICE BAML A Global Corporate Index 3.69 3.69 1.42 2.50 1.88 5.32

ICE BAML BBB Global Corporate Index 4.71 4.71 1.19 3.80 2.39 7.14

ICE BAML U.S. Corporate Index 5.01 5.01 4.95 3.68 3.74 6.77

STRUCTURED CREDIT
• We remain constructive but cautious on structured credit due to macro uncertainty, global growth slowdown, and late stage of credit cycle.

• We are currently finding attractive opportunities in non-agency mortgage-backed securities (MBS), European residential mortgage-backed 
securities (RMBS), credit risk transfer (CRT) MBS, select commercial MBS, and certain asset-backed securities (ABS) sectors. We believe they all 
offer stable returns with a solid carry.

3/31/18 1/31/2019 2/28/2019 3/31/2019

SPREAD/YIELD SUMMARY (bps/%) SPREAD YIELD SPREAD YIELD SPREAD YIELD SPREAD YIELD

ICE BAML U.S. Mortgage-Backed Securities Index 30 3.27 41 3.27 43 3.34 45 3.08

ICE BAML U.S. Fixed Rate CMBS Index 88 3.47 94 3.45 85 3.43 88 3.19

PERFORMANCE SUMMARY (%) QTD YTD 1 YEAR 3 YEAR 5 YEAR 10 YEAR

ICE BAML U.S. Mortgage-Backed Securities Index 2.27 2.27 4.55 1.81 2.65 3.11

ICE BAML U.S. Fixed Rate CMBS Index 2.98 2.98 5.45 2.71 2.95 7.59

Brandywine Global Investment Management, LLC
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GLOBAL HIGH YIELD & LEVERAGED LOANS
• Given the substantial rally in corporate credit markets and subsequent spread compression, we will carefully select opportunities within the U.S. 

high yield market that are shorter in duration, better in credit quality, and offer attractive valuations in spite of the recent rebound. 

3/31/18 1/31/2019 2/28/2019 3/31/2019

SPREAD/YIELD SUMMARY (bps/%) SPREAD YIELD SPREAD YIELD SPREAD YIELD SPREAD YIELD

ICE BAML Global High Yield Index 361 5.69 454 6.59 411 6.25 421 6.14

ICE BAML BB Global High Yield Index 255 4.51 307 5.00 272 4.72 278 4.57

ICE BAML B Global High Yield Index 414 6.37 531 7.51 478 7.07 484 6.94

ICE BAML CCC & Lower Global High Yield Index 821 10.47 1037 12.54 985 12.28 1015 12.23

ICE BAML U.S. High Yield Index 372 6.35 437 6.94 392 6.57 405 6.48

ICE BAML European High Yield Index 315 2.95 449 4.14 397 3.70 392 3.52

Credit Suisse Leveraged Loan Index 396 6.62 482 7.36 443 7.00 467 6.97

PERFORMANCE SUMMARY (%) QTD YTD 1 YEAR 3 YEAR 5 YEAR 10 YEAR

ICE BAML Global High Yield Index 6.51 6.51 3.17 7.80 3.92 11.23

ICE BAML BB Global High Yield Index 6.16 6.16 2.89 6.42 4.03 10.11

ICE BAML B Global High Yield Index 6.79 6.79 4.04 8.35 3.75 10.49

ICE BAML CCC & Lower Global High Yield Index 7.47 7.47 1.53 13.01 4.15 15.08

ICE BAML U.S. High Yield Index 7.40 7.40 5.94 8.69 4.70 11.24

ICE BAML European High Yield Index 3.41 3.41 -6.92 4.58 -0.14 10.37

Credit Suisse Leveraged Loan Index 3.78 3.78 3.33 5.87 3.83 7.95

EMERGING MARKETS
• We will likely continue to maintain minimal exposure to emerging market assets until the macro backdrop shows signs of prolonged stabilization. 

This segment presents attractive valuations, though we will be highly selective in our exposure and look for higher real-yielding sovereign bonds 
with strong country fundamentals. 

3/31/18 1/31/2019 2/28/2019 3/31/2019

SPREAD/YIELD SUMMARY (bps/%) SPREAD YIELD SPREAD YIELD SPREAD YIELD SPREAD YIELD

JP Morgan (JPM) CEMBI Broad 242 5.37 295 5.74 271 5.68 283 5.52

JPM EM Bond Index Global Diversified 324 5.98 376 6.44 359 6.37 371 6.19

JPM GBI-EM Broad Diversified - 6.03 - 6.46 - 6.50 - 6.42

PERFORMANCE SUMMARY (%) QTD YTD 1 YEAR 3 YEAR 5 YEAR 10 YEAR

JPM CEMBI Broad 5.34 5.34 4.84 5.73 5.05 8.95

JPM EM Bond Index Global Diversified 6.59 6.59 3.52 5.20 4.80 8.12

JPM GBI-EM Broad Diversified 1.72 1.72 -10.23 2.27 -1.18 4.17

Brandywine Global Investment Management, LLC
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The ICE BAML Global Corporate Index returned -0.77% in the first quarter while its yield widened to 3.40% and closed the quarter with a spread 
of 158 bps. For the trailing 12 months, the index returned -3.48%. Lower-quality investment grade bonds (BBB) returned -1.40% for the quarter and 
-4.10% for the year, slightly behind AA and A-rated corporate bonds, which returned 0.04% and -0.25% for the quarter, and -2.25% and -3.05% for 
the last 12 months, respectively.

Global corporate bond issuance for the first quarter came in at $612.64 billion among 2,241 issues, according to Bloomberg data; March accounted 
for $244.97 billion. Meanwhile, $871.48 billion of global loans and $136.16 billion of corporate high yield debt were issued during the same time 
period—a stark contrast to the last quarter of 2018. The issuance trend for the year is off to a quick start as companies and investors have returned 
from the sidelines.

Investment grade credit spreads narrowed dramatically in the first quar-
ter as Fed Chair Powell walked back many of his comments that roiled 
markets during the fourth quarter of 2018, including his comments about 
balance sheet reduction being on “autopilot.” As he has previously 
stated, the Fed would be data dependent and would consider the signals 
being sent by the market. To that extent, the Fed’s discussions and 
communications around the neutral rate and the normalization of the 
balance sheet have evolved to acknowledge that the past actions have 
moved the Fed in the appropriate direction but that a more measured 
pace moving forward would be appropriate. Nevertheless, the market 
may be pricing in a potential cut to interest rates in the latter half of the 
year as the Fed has acknowledged the tightening financial conditions 
and global trade tensions (see Figure 8).

Investors have been on a roller coaster the past six months as yields 
have recovered from the dramatic widening experienced in the fourth 
quarter. The experience should remind investors that they must remain 
vigilante when allocating capital as asset markets are still subject to 
experiencing significant corrections. As such, much concern and ink 
has been spilled analyzing the BBB universe and its potential effect 
on markets should there be a significant downgrade cycle due to weak 
economic conditions. Figure 9 shows the sizable increase in BBB rated 
securities over the last 25+ years. 

1973 1978 1983 1988 1993 1998 2003 2008 2013 2018

Figure 9 Quality Analysis of Barclays Credit Index
1973-2019

Source: Bloomberg Barclays Indices, Barclays Research
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Investors should continue to focus on the longer-term trend of dete-
riorating quality within the investment grade universe to appropriately 
understand the risk when allocating to the asset class. As the overall 
quality of the credit market has deteriorated over this time period, we 
believe therein lies the potential opportunity. Investors that can identify 
those credits that have a strong fundamental business with the ability to 
delever over time will have the opportunity to outperform their bench-
marks and will be able to achieve a more stable and less volatile return 
stream. As stated previously, management teams continue to feel more 
comfortbable operating with more aggressive balance sheets when 
capital is readily available, but their ability to operate when capital is 
not as forthcoming must be evaluated. Thus, an active approach to credit 
management should reward the patient investor (see Figure 10 and 11).
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OVERVIEW 

The first quarter saw some alleviation on all three fronts of the macroeconomic risks with the Fed’s pivot, continuous trade talk between China and 
U.S., and the tentative China Purchasing Manager Indices (PMI) upshot. Most asset classes had stellar returns in the first quarter, including both 
equities and bonds. Market expectations for Fed cuts at the end of 2019 increased and the 10-year Treasury rallied. Spreads of U.S. investment grade 
and high yield corporate bonds tightened by 25 bps and 100 bps, respectively, due to improving financial conditions and the temporary truce of the 
trade war. Structured credit posted solid positive total returns for 1Q 2019, albeit lagging the corporate high yield sector, and giving it room to improve 
future returns. Lower mortgage rates as a result of Treasury rate rally should continue to support housing fundamentals combined with healthy 
household balance sheets, relatively cheaper valuations, less net supply, and shorter duration, which collectively lead us to remain constructive 
on this sector. Strong fundamentals and performance also continued for European RMBS, CRT last cash flows, non-agency reperforming loan (RPL) 
bonds, Freddie-K mezzanine bonds, and non-agency commercial mortgage-backed securities (CMBS). However, we remain constructive but cautious 
on structured credit due to macro uncertainties and the late stage of credit cycle and are, therefore, staying higher in quality and shorter in duration.

U.S. RMBS

Agency RMBS new issuance reached $223 billion in 1Q  2019. Agency RMBS posted good returns during the quarter, thanks to the declining volatility with the 
Fed’s pivot and the truce in trade war. Robust mortgage credit fundamentals continue to be supported by ongoing deleveraging in legacy borrower credit profiles 
and pristine new mortgage origination resulting from restrictive underwriting standards. We remain constructive on the non-agency and the CRT MBS markets 
due to solid fundamental performance and an attractive carry. In addition, supported by good performance and bond deleveraging, CRT bonds have seen frequent 
rating upgrades, which could further tighten spreads. Non-agency MBS new issuance hit $28.4 billion in 1Q 2019, exceeding the $23 billion for the same time 
period in 2018. Issuance is split mostly equally among RPL, non-qualified mortgages, prime, CRT, and non-performing loans. The Federal Housing Finance Agency’s 
leadership change might portend further shrinking of the government-sponsored enterprise (GSE) footprint and benefit the scaling-up of the private label market.

CMBS 

Commercial MBS issuance reached $41.2 billion in 1Q 2019, with agency issuance at $21.6 billion, outpacing non-agency at $19.6 billion. The Fed’s change in 
rhetoric and less uncertainty on interest rates have driven the growing appetite for fixed-rate bonds with decent yields; this enviornment should benefit CMBS 
performance. We believe the mezzanine tranches of the Freddie Mac multi-family K program, with high-quality collateral, and conduit CMBS AAA, single-A, 
and BBB- of 2012-2014 vintage, with embedded property value appreciation and operating income growth, currently offer attractive opportunities.

ABS

Total issuance exceeded $58 billion in 1Q 2019 compared to $65.8 billion in 1Q 2018. Due to higher short-term rates, short-duration ABS offered a decent 
yield pickup and relative stability versus comparable corporate credits. We see some opportunities in private student loan, auto rental, and whole business 
securitization ABS.

CLO

U.S. collateralized loan obligation (CLO) supply totaled $28 billion in 1Q 2019, including refinancings, resets, and primary issuance. As a result of high 
supply and low demand for floaters, spreads on all tranches widened, more on lower tranches than on the AAA tranche. There are some pockets of value 
in the AAA and AA tranches, but the market faces headwinds of deteriorating corporate credit fundamentals and negative sentiment against leveraged 
loans and corporate credit.

INTERNATIONAL RMBS

Both Spanish and U.K. RMBS performed well, driven by solid fundamentals, borrower deleveraging, rating upgrades, increasing demand from buyers with 
reinvestment needs, and lack of new issue supply. Distributed international ABS issuance totaled €14.1 billion with €9.5 billion in Europe and €4.6 billion in 
Australia. We expect the uncertainty around the implementation of the Securitisation Regulation, the targeted longer-term refinancing operations, and the 
Brexit overhang may continue to slow down the pace of issuance.

Structured Credit

Brandywine Global Investment Management, LLC
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The ICE BAML U.S. High Yield index began the year with the strongest 
quarterly performance since the third quarter of 2009, returning 7.4%. 
High yield option adjusted spreads tightened significantly to 405 bps at 
the end of the first quarter from 533 bps at the end of 2018, ranking in 
the 90th percentile of spread tightening dating back to 1997. The CCC-
segment of the index lagged the higher-quality BB-segment but not to the 
extent experienced in the final quarter of 2018. The U.S. high yield index 
outperformed both the euro and sterling high yield indices. According to 
JPMorgan, nine companies defaulted in the first quarter of 2019, account-
ing for $9.3 billion in bonds and loans, while two companies completed 
distressed exchanges for a total of $490 million. This was down from the 
first quarter of 2018 when 14 companies defaulted on $28.3 billion debt 
over half of which was attributable to the iHeart default. New issuance 
picked up a bit in March after a slow start to January and February. The 
dearth of issuance since December may add technical support to the high 
yield market (see Figure 12).

The Credit Suisse Leveraged Loan Index returned 3.8% in the first quarter. This was a significant reversal from the fourth quarter of 2018 when the 
asset class saw significant outflows. In the fourth quarter of 2018 some well-capitalized issuers saw nearly 5-point drawdowns in the price of their 
loans offering opportunities to invest in the loan portion of certain capital structures during the first quarter. Overall, issuance in the loan sector has 
been resilient when compared to high yield bonds, with covenant-lite structures dominating the market.

In the first quarter, high yield spreads tightened significantly versus the 
attractive valuations seen at the end of 2018. We continue to evaluate 
idiosyncratic opportunities in the energy, basic industries, technology, 
and telecommunication sectors. In addition to putting rate hikes on 
hold at the last FOMC meeting, the Fed should curtail its balance sheet 
unwind starting in May and will eventually halt the process in September. 
Future purchases will be confined to U.S. Treasuries, which will offset 
the continued run-off of Fed mortgage holdings. Chinese stimulus should 
also begin to lift the Chinese economy as the year progresses, potentially 
supporting basic industries—specifically the chemicals industry. With 
investors calling for a cautious approach to credit in the midst of continued 
weak global economic data releases, the higher-quality segment of the 
market is now trading tight versus history when compared to the lower-
rated segment (see Figure 13). Without a default catalyst, the lower-rated 
segment could outperform higher-quality bonds for the remainder of the 
year with a trade deal providing another potential support to the high yield 
credit market.

Global High Yield & Leveraged Loans
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A softer tone from the Fed and lowered expectations for near-term rate hikes stoked a broad bond market rally, with yields falling across global 
bond markets during the first quarter. The FOMC's “dot plots” have collapsed to no rate increases this year after flagging two-to-four rate increases 
only three months earlier. Despite a stronger U.S. dollar mid-quarter and volatility around global growth concerns, the apparent pause in U.S. rate 
increases, signs of improvement in Chinese growth, measured progress on trade talks, and strong commodity prices all lent support to risk assets 
and emerging markets. Lastly, we may have witnessed an important milestone for global capital markets with the addition of Chinese local-curren-
cy bonds to some of the major global fixed income indices at the end of the quarter.

CORPORATE

The JP Morgan CEMBI Broad Diversified Index returned 5.20% for the first quarter, closing some of the valuation gap we highlighted in the fourth quar-
ter, and was one of the strongest quarters since 2012. On a quality basis, investment grade returned 4.8% for the quarter versus 5.6% for high yield. 
Real estate and metals & mining were the leaders while technology/media/telecommunications and financials lagged. Given the risk-on tone of the 
markets, longer-duration bonds outperformed. Trailing 12-month default rates of 0.3% were well-behaved; by region, Latin America and Asia default 
rates were 0.5% and EMEA was 0%. Gross issuance year to date was pretty strong at $127 billion, with $59 billion coming out of China. China trade 
talks and fiscal stimulus will be important for Chinese credit while post-election policy will drive countries such as Brazil and Mexico that will, in turn,  
drive credit markets in those respective markets.

SOVEREIGN

Local-currency sovereign bonds as measured by the JPM GBI-EM Global Diversified Index and the hard-currency JP Morgan EMBI Global Index 
returned 2.92% and 6.59% during the first quarter, respectively. Lower quality outperformed within the EMBI universe with high yield returning 
7.42% versus 6.06% for investment grade. Local-currency emerging bond markets generally participated in the broad global rally, although some 
faced idiosyncratic challenges, and currency performance was mixed. Colombian assets and the peso (up 2.0%) managed gains, and the Chilean 
peso (up 2.1%) also firmed. However, although Brazilian bonds rallied, the real (down 1.8%) fell as President Jair Bolsonaro struggled in his politi-
cal maneuvers with key allies, raising concerns over the government’s ability to introduce pension reforms and control the fiscal deficit. Malaysian 
government bonds rallied along the yield curve, and the ringgit (up 1.3%) advanced, supported by strong palm oil prices and improving domestic 
growth. Yields also fell for Indonesian sovereigns while the rupiah gained (up 1.1%) as the Fed’s new policy stance lent support to the currency 
and enabled the Indonesian central bank to keep its policy rate steady. As we stated last quarter, emerging markets broadly appear to be better 
positioned today than they have in the past with inflation running at or below targets, current account balances in better shape, and attractive real 
yields in select markets. The looming question will be if the impact of China’s latest round of stimulus will make its way around the emerging world 
or whether it will remain confined to China. We continue to closely monitor a host of indicators in China, including M1 and PMIs.
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The views expressed represent the opinions of Brandywine Global Investment Management, LLC (Brandywine Global), and are not intended as a forecast or guarantee of future results. 
All information obtained from sources believed to be accurate and reliable. Fixed income securities are subject to credit risk and interest-rate risk. High yield, lower-rated, fixed income 
securities involve greater risk than investment-grade fixed income securities. There may be additional risks associated with international investments. International securities may 
be subject to market/currency fluctuations, investment risks, and other risks involving foreign economic, political, monetary, taxation, auditing, and/or legal factors. These risks may 
be magnified in emerging markets. International investing may not be suitable for everyone. Brandywine Global believes that transactions in any option, future, commodity, or other 
derivative product are not suitable for all persons, and that accordingly, investors should be aware of the risks involved in trading such instruments. There may be significant risks that 
should be considered prior to investing. Derivatives transactions may increase liquidity risk and introduce other significant risk factors of a complex character. All securities trading, 
whether in stocks, options, or other investment vehicles, is speculative in nature and involves substantial risk of loss. Characteristics, holdings, and sector weightings are subject to 
change and should not be considered as investment recommendations. The ICE BAML Global Corporate Index tracks the performance of investment grade corporate debt publicly issued 
in the major domestic and eurobond markets. Qualifying securities must have an investment grade rating (based on an average of Moody’s, S&P, and Fitch), at least 18 months to final 
maturity at the time of issuance, at least one year remaining term to final maturity as of the rebalancing date, and a fixed coupon schedule. The ICE BAML AA Global Corporate Index is 
a subset of the ICE BAML Global Corporate Index, including all securities rated AA1 through AA3, inclusive. The ICE BAML Single-A Global Corporate Index is a subset of the ICE BAML 
Global Corporate Index, including all securities rated A1 through A3, inclusive. The ICE BAML BBB Global Corporate Index is a subset of The ICE BAML Global Corporate Index, including 
all securities rated BBB1 through BBB3, inclusive. The ICE BAML U.S. Corporate Index tracks the performance of U.S. dollar-denominated investment grade corporate debt publicly issued 
in the U.S. domestic market. Qualifying securities must have an investment grade rating (based on an average of Moody’s, S&P, and Fitch), at least 18 months to final maturity at the time 
of issuance, at least one year remaining term to final maturity as of the rebalancing date, a fixed coupon schedule, and a minimum amount outstanding of $250 million. The ICE BAML 
Global High Yield Index tracks the performance of USD-, CAD-, GBP-, and EUR-denominated below investment grade corporate debt publicly issued in the major domestic or eurobond 
markets. The ICE BAML BB Global High Yield Index is a subset of the ICE BAML Global High Yield Index, including all securities rated BB1 through BB3, inclusive. The ICE BAML Single-B 
Global High Yield Index is a subset of The ICE BAML Global High Yield Index, including all securities rated B1 through B3, inclusive. The ICE BAML CCC & Lower Global High Yield Index 
is a subset of The ICE BAML Global High Yield Index, including all securities rated CCC1 or lower. The ICE BAML U.S. High Yield Index tracks the performance of USD-denominated below 
investment grade corporate debt publicly issued in the major U.S. markets. The ICE BAML European High Yield index tracks the performance of below-investment grade corporate bonds 
publicly issued in Europe. The Credit Suisse Leveraged Loan Index 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. The ICE BAML U.S. Mortgage-Backed Securities Index tracks the performance of U.S. dollar-denominated fixed rate and 
hybrid residential mortgage pass-through securities publicly issued by U.S. agencies in the U.S. domestic market. The ICE BAML U.S. Fixed Rate CMBS Index tracks the performance of 
U.S. dollar-denominated investment grade fixed rate commercial mortgage-backed securities publicly issued in the U.S. domestic market. The JP Morgan Corporate Emerging Market 
Bond Index (CEMBI) Broad is a global, liquid corporate emerging markets benchmark that tracks U.S. denominated corporate bonds issued by emerging markets entities. The JPM EM 
Bond Index Global Diversified is composed of U.S. dollar-denominated Brady bonds, eurobonds, traded loans, and local market debt instruments issued by sovereign and quasi-sovereign 
entities. The JPM Government Bond Index-Emerging Markets (GBI-EM) Broad Diversified is a comprehensive emerging market debt benchmark that tracks local currency bonds issued by 
emerging market governments. The unique diversification scheme ensures that weights among the index countries are more evenly distributed by reducing the weight of large countries 
and redistributing the excess to the smaller-weighted countries with a maximum weight per country of 10%. All data current as of the date at the top of the page unless otherwise noted. 
This information should not be considered a solicitation or an offer to provide any Brandywine Global service in any jurisdiction where it would be unlawful to do so under the laws of that 
jurisdiction. Past performance is no guarantee of future results.
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