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Overview

“...PARTICIPANTS DISCUSSED OPTIONS SUCH AS ENDING PORTFOLIO REDEMPTIONS WITH A 
RELATIVELY HIGH LEVEL OF RESERVES STILL IN THE SYSTEM AND THEN EITHER MAINTAINING 
THAT LEVEL OF RESERVES OR ALLOWING GROWTH IN NONRESERVE LIABILITIES TO VERY 
GRADUALLY REDUCE RESERVES FURTHER.”

- Minutes of the Federal Open Market Committee, December 18-19, 2018

THE FEDERAL RESERVE FINALLY ADMITS THE BALANCE SHEET MATTERS

Last quarter, we emphasized the importance of balance sheets—for consumers, corporations, 
sovereigns, and, most importantly, central banks. The U.S. Federal Reserve (Fed) finally admitted its 
balance sheet matters, something that consumers, corporations, and sovereigns have long known. 
In fact, by allowing its balance sheet to shrink, the Fed tightened liquidity conditions and set off a 
20% revaluation in equity markets and a remarkable widening of credit spreads in one month’s time. 
As markets corrected, U.S. central bankers were forced to soothe markets by limiting discussions of 
rate increases and refuting concerns that balance sheet reductions were on “autopilot.” The Fed’s 
potential change in perspective has significant ramifications for capital markets given the remarkable 
markdown in many sector valuations.

GLOBAL LIQUIDITY TIGHTENED EXCESSIVELY

Global liquidity tightening 
began toward the end of 
2017 and continued ag-
gressively throughout 2018. 
Whether captured by the 
change in the big five central 
banks’ contributions to global 
excess USD money supply 
(see Figure 1) or the marked 
decline in Chinese M1 (see 
Figure 2 on the next page), 
the outcome is the same. 
As liquidity was withdrawn, 
global demand diminished. 
As capital markets saw 
weaker demand data de-
velop, prices declined.

Figure 1 Change in Big 5 Central Bank Contribution to Global Excess 
U.S.$ Money Supply %, As of 7/31/2018

Source: Bloomberg (© 2018, Bloomberg Finance LP), The MacroStrategy Partnership, 
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THE FED BLINKS WHEN EQUITIES CORRECT

With equity prices declining by 20%, which typically signifies a bear 
market, the Fed finally blinked. The Fed dovish trigger indicator, which is a 
blend of credit spreads and equity prices, was then struck (see Figure 3).

Almost immediately, the Fed soothed capital markets, calling both future 
rate hikes and balance sheet reductions into question. The Fed asserted it 
would not automatically shrink the balance sheet or raise rates another 25 
basis points (bps) per quarter in 2019.

VALUE IN TACTICAL CREDIT AND EMERGING MARKET 
CURRENCY

We reiterate our view from last quarter:  “We believe there will be select 
and tactical opportunities that present themselves in emerging markets …
Structurally, we are willing to take lower-quality credit risk given that we 
are being fairly compensated by higher real and default-adjusted yields.”  
The U.S. economy is on sound footing. Our own proprietary recession 
indicator highlights that the equity correction and spread widening have 
created a tactical valuation opportunity (see Figure 4).

High yield corporate spreads moved from fairly valued to offering cheap-
ness (see Figure 5). Emerging market currencies are also cheap by our 
historical valuation measures. In particular, those in Latin America and 
more exposed to oil offer the most value (see Figure 6).

Figure 2 Chinese M1 Money Supply Shows Marked Decline 
As of 11/30/2018
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Figure 3 Fed Dovish Trigger Indicator 
As of 1/4/2019
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Figure 5 High Yield Spreads Appear to Offer Value  
Basis Points, As of 12/31/2018 
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Figure 6 Latin American, Oil-Linked Currencies Most Undervalued  
Percentage Deviation from BGIM PPP, As of 12/28/2018 
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Figure 4 U.S. Recession Indicator* Suggests Valuation Opportunity 
As of 1/15/2019

Source: Macrobond, Haver Analytics
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AN EVER-WATCHFUL EYE ON THE FED

We continue to keep an ever-watchful eye on the Fed. The Fed manages 
global dollar liquidity and has indicated it will move forward more judi-
ciously. However, it has simply spoken to the market, not altered the bal-
ance sheet run-off. Should the Fed backtrack from its prior statements due 
to stronger wage growth, lower unemployment, and increasing inflation 
or a smaller combination of the three, we would consider minimizing our 
risky exposures. Lending standards (see Figure 7) continue to be exception-
ally easy and default rates are anticipated to remain low, around 2%, until 
the very last quarter of 2019 when they are expected to rise to 3% on an 
annual basis.

Our eyes are on the Fed and we are watching what it says and, more 
importantly, what it actually does.

Figure 7 Lending Standards and Low Default Rates Expected to Rise 
%, As of 12/31/2018
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Index Summary AS OF DECEMBER 31, 2018

INVESTMENT GRADE
• Despite recent spread widening, investors should remain vigilant when bearing interest-rate risk through investment grade credit exposure.

• The longer-term trend of deteriorating quality within the asset class remains a concern.

12/31/17 10/31/2018 11/30/2018 12/31/2018

SPREAD/YIELD SUMMARY (basis points/%) SPREAD YIELD SPREAD YIELD SPREAD YIELD SPREAD YIELD

ICE BAML Global Corporate Index 97 2.58 127 3.41 147 3.52 158 3.39

ICE BAML AA Global Corporate Index 56 2.03 69 2.66 79 2.69 86 2.53

ICE BAML A Global Corporate Index 79 2.38 102 3.12 116 3.18 125 3.03

ICE BAML BBB Global Corporate Index 124 2.86 163 3.81 188 3.97 202 3.87

ICE BAML U.S. Corporate Index 99 3.28 125 4.33 145 4.43 159 4.25

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

ICE BAML Global Corporate Index -0.77 -3.48 -3.48 3.22 1.77 4.82

ICE BAML AA Global Corporate Index 0.04 -2.25 -2.25 2.65 1.21 3.23

ICE BAML A Global Corporate Index -0.25 -3.05 -3.05 2.78 1.62 4.39

ICE BAML BBB Global Corporate Index -1.40 -4.10 -4.10 3.83 2.07 6.73

ICE BAML U.S. Corporate Index -0.06 -2.25 -2.25 3.32 3.34 6.10

STRUCTURED CREDIT
• We remain constructive but cautious on structured credit due to increasing macro uncertainty.

• We are currently finding attractive opportunities in non-agency mortgage-backed securities (MBS), credit risk transfer (CRT) MBS, select 
commercial MBS, and certain asset-backed securities (ABS) sectors.

12/31/17 10/31/2018 11/30/2018 12/31/2018

SPREAD/YIELD SUMMARY (basis points/%) SPREAD YIELD SPREAD YIELD SPREAD YIELD SPREAD YIELD

ICE BAML U.S. Mortgage-Backed Securities Index 22 2.84 41 3.77 42 3.65 45 3.38

ICE BAML U.S. Fixed Rate CMBS Index 83 3.07 86 3.88 92 3.82 101 3.58

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

ICE BAML U.S. Mortgage-Backed Securities Index 2.04 1.00 1.00 1.70 2.51 3.11

ICE BAML U.S. Fixed Rate CMBS Index 1.80 1.23 1.23 2.61 2.65 7.21

Brandywine Global Investment Management, LLC
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GLOBAL HIGH YIELD & LEVERAGED LOANS
• The fourth quarter selloff undid earlier outperformance of lower-rated global credit.

• Recent market selling may have been overdone, presenting select opportunities in energy, healthcare, and telecom.

12/31/17 10/31/2018 11/30/2018 12/31/2018

SPREAD/YIELD SUMMARY (basis points/%) SPREAD YIELD SPREAD YIELD SPREAD YIELD SPREAD YIELD

ICE BAML Global High Yield Index 349 5.22 414 6.61 465 7.05 540 7.50

ICE BAML BB Global High Yield Index 229 3.93 292 5.24 325 5.49 378 5.75

ICE BAML B Global High Yield Index 390 5.75 482 7.46 541 7.98 627 8.51

ICE BAML CCC & Lower Global High Yield Index 896 10.84 860 11.34 1001 12.62 1176 13.99

ICE BAML U.S. High Yield Index 363 5.84 381 6.89 429 7.26 533 7.95

ICE BAML European High Yield Index 279 2.50 413 3.88 480 4.51 506 4.73

Credit Suisse Leveraged Loan Index 416 6.33 398 7.11 443 7.42 550 8.09

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

ICE BAML Global High Yield Index -3.82 -3.35 -3.35 6.92 3.20 11.06

ICE BAML BB Global High Yield Index -2.51 -3.54 -3.54 5.80 3.40 10.21

ICE BAML B Global High Yield Index -4.26 -2.64 -2.64 7.23 2.93 10.21

ICE BAML CCC & Lower Global High Yield Index -9.67 -4.85 -4.85 11.45 3.27 14.33

ICE BAML U.S. High Yield Index -4.67 -2.26 -2.26 7.27 3.82 10.99

ICE BAML European High Yield Index -5.11 -8.25 -8.25 5.70 -0.22 10.34

Credit Suisse Leveraged Loan Index -3.08 1.14 1.14 5.03 3.33 8.30

EMERGING MARKETS
• Weak commodity prices, trade tensions, and softer Chinese economic data have pressured emerging markets.

• Key factors going forward will be the direction of U.S. monetary policy and improvement in Chinese growth.

12/31/17 10/31/2018 11/30/2018 12/31/2018

SPREAD/YIELD SUMMARY (basis points/%) SPREAD YIELD SPREAD YIELD SPREAD YIELD SPREAD YIELD

JP Morgan (JPM) CEMBI Broad 225 4.95 292 6.19 322 6.30 345 6.19

JPM EM Bond Index Global Diversified 309 5.52 391 7.07 418 7.22 433 7.05

JPM GBI-EM Broad Diversified  -   6.23  -   7.08  -   6.91  -   6.79

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

JPM CEMBI Broad -0.06 -1.72 -1.72 5.40 4.60 8.86

JPM EM Bond Index Global Diversified -1.19 -4.61 -4.61 4.74 4.18 7.79

JPM GBI-EM Broad Diversified 3.15 -7.94 -7.94 5.30 -1.37 3.47

Brandywine Global Investment Management, LLC
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Investment Grade
The ICE BAML Global Corporate Index returned -0.77% in the fourth quarter while its yield widened to 3.4%, closing the quarter with a spread of 
158 bps. For 2018, the index returned -3.48%. Lower-quality investment grade bonds (BBB) returned -1.40% for the quarter and -4.10% for the year. 
These lower-quality bonds finished 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 year, respectively.

Global corporate bond issuance for the fourth quarter came in at $448.62 billion among 2,083 issues, according to Bloomberg data; December ac-
counted for $87.82 billion. Meanwhile, $1,311 billion of global loans and $72,159 billion of corporate high yield debt were issued during the same 
time period. No U.S. high yield bonds were issued during December. In contrast to the trend for the year, issuance was down markedly during the 
quarter as investors elected to sit on the sidelines.

Comments by Fed Chair Powell roiled markets early in the quarter as discussions around the neutral rate preoccupied investors. With such angst 
among investors, the Fed continued to discuss its approach to the economy at a number of public events before raising its reference rate by 25 bps 
in December. The move brought the upper bound target to 2.50% after 100 bps of increases during the calendar year. Nevertheless, the market be-
gan to temper expectations for aggressive rate increases in 2019 with the view that the lag effect of monetary policy, including interest rate hikes 
and balance sheet reductions, and the global economic effects of trade tensions would require a change of course by the Fed.

The Fed remains challenged to balance its dual mandates of full employment and price stability with constructing the appropriate monetary policy 
for the current economic climate, which includes strong U.S. employment, a shrinking M1 supply globally, and U.S.-China trade tensions. After the 
quarter, Powell spoke on a panel with prior Fed Chairs Yellen and Bernanke. In his remarks, he continued to reiterate his pragmatic approach, as-
serting that the Fed needs to listen to market signals and the balance sheet reduction is not on “autopilot.” We must determine the significance of 
these words as the European Central Bank (ECB) will be entering a new stage of its own quantitative easing program in 2019. 

Based on our research, investors should continue to remain vigilant 
when bearing interest rate risk through their investment grade credit ex-
posure, despite the recent widening in spreads, given this shifting mon-
etary policy across the globe. Investors should continue to focus on the 
longer-term trend of deteriorating quality within the investment grade 
universe to appropriately understand the risk when allocating to the as-
set class. In addition, an appreciation of the flow of assets is warranted 
to better understand all the elements driving credit spreads. Given the 
flow of assets from Asia to the U.S. over the past several years, inves-
tors need to be cognizant of the possibility that global monetary policy 
could impact these flows rather quickly (see Figure 8).

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 evalu-
ated. Based on the monetary discussion above coupled with questions 
around global trade and growth, tightening labor markets, corporate and 
individual tax reform in the U.S., continued normalization of the Fed bal-
ance sheet, and political risks, investors should position with a degree of 
prudence when structuring their investment grade credit allocation.

Source: Citi Research; Haver Analytics; Bank of Japan; 
CBC; Bank of Korea; Japan Post Bank 

As of 12/31/2018 
Figure 8 Rising Leverage in U.S. IG Companies Coincided with Surge in Flows from Asia 
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OVERVIEW 

Slowing global growth and Fed normalization continued during the quarter. While the Fed proceeded with a December rate hike based on solid 
U.S. growth, China’s growth softened further due to insufficient stimulative measures and lagged effects of the trade impasse. Spreads of U.S. 
investment grade and high yield corporate bonds widened due to worsening liquidity conditions at year end. Despite sympathetic spread widening 
in December, structured credit posted solid positive total returns for 2018, ranging from low to high single digits, and outperformed other credit 
sectors. This outperformance was driven by multiple factors, including solid housing fundamentals, relatively healthy household balance sheets, 
relatively cheaper valuations, less net supply, and shorter duration. Strong fundamentals and performance also continued for CRT last cash flows, 
non-agency reperforming loan (RPL) bonds, Freddie K mezzanine bonds, and BBB-rated commercial mortgage-backed securities (CMBS). However, 
we remain constructive but cautious on structured credit due to increasing macro uncertainty.

U.S. RMBS

Despite the Fed allowing its agency residential MBS (RMBS) portfolio to wind down, agency RMBS posted -64 bps excess return versus Treasury hedges, 
outperforming investment grade corporate bonds. 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 CRT MBS markets due to solid fundamental performance and attractive carry. 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 a full-year total of $119.5 billion, exceeding the $90.8 
billion in 2017 with non-performing loan and RPL deals making up the lion’s share at $61.2 billion. The Federal Housing Finance Agency’s leadership change 
may further shrink the government-sponsored enterprise (GSE) footprint and benefit the scaling-up of the private label market.

CMBS 

Commercial MBS (CMBS) issuance reached $185.7 billion in 2018, with agency issuance at $93.5 billion and non-agency at $92.2 billion. Fed policy uncertainty, 
advanced credit cycles, structural challenges in retail, and significant construction in the high-end, multi-family sector all mandate caution. Commercial real 
estate price appreciation slowed to the low single digits with lower capitalization rates. We believe the mezzanine tranches of the Freddie Mac multi-family K 
program, with high-quality collateral, and conduit CMBS single-A and BBB- of 2012-2014 vintage, with embedded property value appreciation and operating 
income growth, currently offer attractive opportunities. CMBS conduit BBB- tranches outperformed other sectors in the fourth quarter.

ABS

Total issuance exceeded $229 billion in 2018 compared to $222 billion in 2017. Due to higher short-term rates, short-duration ABS offer a decent yield pickup 
and relative stability versus comparable corporate credits. We see opportunities in private student loan, auto rental, and whole business securitization ABS. 

CLO

U.S. collateralized loan obligation (CLO) supply totaled $130 billion, including refinancing, resets, and primary issuance. Spreads on all tranches widened, 
more on lower tranches than on the AAA tranche. There are some pockets of value in AAA and AA tranches, but the market faces headwinds of 
deteriorating corporate credit fundamentals and negative sentiment against leveraged loans and corporate credit. Demand for floating-rate bonds may 
cool if the Fed pauses on rate hikes in 2019.

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 €93.7 billion in 2018, just shy of 2017’s €94.2 billion. The 
ECB’s tapering of ABS purchases should not affect the market significantly. ECB purchases have been minimal since the program’s inception while asset 
managers remain the dominant buyer. We expect the uncertainty around the implementation of the Securitisation Regulation, which took effect on January 1, 
2019, may 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 ended the fourth quarter down 4.67% with the CCC and lower-rated segment of the index down over 10%. For 
the first three quarters of 2018, the lower-rated portion of the index outperformed, but a significant selloff in the fourth quarter more than offset 
the earlier relative outperformance versus the overall index. Excluding the impact of currency movement, the ICE BAML Euro High Yield Index 
(local-currency terms) had its worst annual performance since the global financial crisis (GFC), returning -3.63% for the year. During the European 
sovereign debt crisis the European High Yield Index returned -2.48% for the year in 2011. 

The Credit Suisse Leveraged Loan Index returned -3.08% during the fourth quarter and ended the year with positive performance of 1.14%. Lever-
aged loan mutual funds experienced significant outflows into the end of the quarter, accounting for over 13% of total AUM for loan mutual funds, 
according to JPMorgan. The prevalence of loan-only capital structures, deteriorating covenants, and the potential for a slowdown in Fed rate hikes 
makes us cautious on the leveraged loan segment. However, the increase in outflows from the loan sector may present opportunities in select 
capital structures.

High yield bond issuance was down significantly during a volatile fourth 
quarter to a face value last seen during the GFC, and no high yield bond 
deals were priced in the month of December, according to BAML default 
data (see Figure 9).

The global corporate default rate for 2018 was 2.22%, according to S&P/
CapitalIQ, with total defaults at 82. The Oil & Gas, Retail, and Consumer 
Products sectors accounted for the most defaulting issuers (see Figure 10).

While the outlook remains uncertain with respect to U.S.-China trade 
negotiations and continued monetary policy tightening by the Fed, the 
downturn in performance for the fourth quarter of 2018 presents poten-
tially attractive entry points in select credits. Additionally, distress in large 
investment grade capital structures, such as GE, is cause for concern 
that a spate of downgrades could lead to a repricing of high yield bonds. 
Given the uncertain macroeconomic backdrop, our high yield positions 
are in shorter-dated parts of the capital structure. The risk of recession 
in the U.S. seems remote, suggesting the rout in U.S. corporate credit is 
potentially overdone, at least in the short term. Significant market selling 
in the energy sector also may present an opportunity in 2019 as U.S. shale 
exploration and production companies respond to lower oil prices. Op-
portunities in healthcare and telecom are also being considered after the 
most recent selloff.

Global High Yield & Leveraged Loans

Source: BofA Merrill Lynch 

New Issue Volumes, Face Values (In $mn Equivalents), As of 12/31/2018 
Figure 9 High Yield Bond and Leveraged Loan New Issue Volumes 
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As of 12/31/2018 
Figure 10 2018 Global Corporate Defaults by Sector  
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The fourth quarter saw financial markets close one of their worst years since the global financial crisis. Weakness in Chinese economic data and 
global trade concerns weighed on the global economy and turned investors away from global risk assets. In contrast, U.S. economic data remained 
relatively robust, and the Fed raised interest rates in a widely expected move. However, lack of clarity on future Fed rate hikes, a partial govern-
ment shutdown, President Trump’s criticisms of Fed leadership, and Treasury Secretary Mnuchin’s reassurances on major bank liquidity all rattled 
investors, sent U.S. equities lower, and pushed the benchmark 10-year yield below 3% for the quarter. Slowing Chinese manufacturing sent copper 
prices lower, and crude oil prices continued to slide despite OPEC pledges to cut production. The decline in commodity prices weighed on commodi-
ty-sensitive countries and their currencies, including many emerging markets (EM). Sino-U.S. trade tensions and softer Chinese economic data also 
caused headwinds for many EM economies and their currencies. However, a weaker USD, more dovish Fed rate hike outlook, and thaw in the trade 
détente the last week of the year helped buoy many commodity-linked countries and EM. 

CORPORATE

The JPM CEMBI Broad Diversified Index returned -0.1% for the fourth quar-
ter and was down -1.7% for 2018, the first negative year since 2013 and only 
the second negative year since 2008. On a quality basis, investment grade 
was up modestly at 0.40% for the quarter versus -0.60% for high yield. For 
the year, CEMBI investment grade returned -0.6% and high yield returned 
-2.9%. Trailing 12-month default rates of 0.7% were well behaved despite 
volatility in EM corporates. By region, Latin America and Asia default rates 
were 1%, and Europe, the Middle East, and Africa (EMEA) were 0%. Issu-
ance for the year was down 25% to $344 billion compared to a record 2017. 
Yields widened by 104 bps and 217 bps for investment grade and high yield 
issuers during the year, respectively. At the start of the 2018, yields on the 
CEMBI and EMBI indices were sub-20th percentile; by year end, yields for 
the broad indices were 60th to 80th percentile (see Figure 11).

SOVEREIGN

Local-currency sovereign bonds, as measured by the JPM GBI-EM Diversi-
fied Index and the hard-currency JPM EMBI Index, returned 3.15% and 
-1.19% during the fourth quarter and -7.94% and -4.61% for 2018, respec-
tively. The local-currency index experienced a 12.2% drawdown during the 
year following a strong January when markets were still positive on the 
prospects for synchronized global growth. Most of the underperformance 
was driven by currency weakness. The U.S. dollar rallied against a major-
ity of EM currencies due to U.S. growth outperformance and low to nega-
tive EM FX carry as front-end U.S. markets approached yields of 2.75%. In 
fact, hedged local-currency EM bonds returned 0.21% for the year. Broadly 
speaking, EM appear to be better positioned today than in the past with 
inflation running at or below targets, current account balances in better 
shape, and attractive real yields in select markets. The question for the 
asset class going forward will be the direction of U.S. monetary policy and 
whether we see sufficient improvement in Chinese growth to revive EM 
growth. The Fed appears to have changed its tune, recently moving toward a more dovish stance and acknowledging risks associated with balance 
sheet reduction. China appears to be implementing policies to boost future growth, albeit modestly, via several channels, including tax cuts, infra-
structure investment, reserve requirements and Shibor cuts, and encouraging policy banks to lend. We are closely monitoring a host of indicators in 
China, including M1 money supply and Purchasing Managers Index (PMI) numbers (see Figure 12). 

Emerging Markets

Percentile Ranking, As of 12/31/2018 

 
Source: J.P. Morgan; Brandywine Global 
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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%. The S&P/LSTA U.S. Leveraged Loan 100 Index is designed to reflect the 
performance of the largest facilities in the leveraged loan market. 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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