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Overview
A Forward-looking Perspective on the Upcoming Quarter in Six Key Charts

In our recent blogs on monetary policy—both central bank interest rate policy and balance sheet 
liability management—we’ve highlighted some of the key concerns we have:

• Central bank liability management

• The efficacy of fiscal stimulus

• Non-stimulative nature of negative interest rates 

• The follies of Modern Monetary Theory 

While the Federal Reserve (Fed) has attempted to address these concerns with a liquidity facility 
and modest balance sheet expansion through purchase of Treasury bills, underlying economic 
activity will be a key factor to monitor. The following charts may provide some of the best indicators 
of that underlying economic activity. Here are the six key charts we believe should be taken into 
consideration in the coming quarters:

The Conference Board 
Leading Economic Index 
for the U.S. (U.S. LEI) (see 
Figure 1) is ideal to monitor 
for gauging the potential 
of an economic recession. 
While the index has 
decelerated, it still remains 
above zero. As a frame of 
reference, the index stayed 
above zero during the worst 
of the European sovereign 
debt crisis in 2012 and 2015 
and the energy shock in late 
2015 and early 2016. 

Our proprietary recession in-
dicator (see Figure 2) is more 
sensitive to economic condi-
tions than the Conference 
Board-U.S. Leading Index, 
but it too, has declined to 
the recessionary threshold. 
A further sharp deceleration 
should be monitored for a re-
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Figure 2 Brandywine Global: Proprietary U.S. Recession Indicator*

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

Source: Brandywine Global 

As of 10/14/2019
Shaded grey: indicator is negative  Shaded green: U.S. recession
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Figure 1 Conference Board Leading Economic Index for the U.S. 
10 Economic Indicators

Source: Bloomberg (© 2019, Bloomberg Finance LP)
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cessionary impulse. If a pronounced deceleration was to occur, monetary policy will need to respond more aggressively to avert widening risk premia.

CEO business confidence has been materially affected by political volatility and tariffs—and the threat of additional increases in these risk factors. 
Continued weakening in key executive confidence can manifest in more capital spending declines and the potential for weakening hiring and even 
layoffs (see Figure 3).

The European Leading Index is firmly in recessionary territory—even with negative interest rates and an expanding balance sheet. Further declines 
in this index will present a monetary policy dilemma for the European Central Bank (ECB) (see Figure 4).

Raw industrial spot prices continue their decline in 2019 from their April peaks (see Figure 5). A stabilization in these prices would indicate a more 
stable global trade and activity environment.

The Japan Leading indicators are also flashing recessionary signals (see Figure 6). The central bank has been extremely accommodative, so what 
else can Japan do?

We’ll be watching these indicators and pricing and economic activity within our coverage company universe for a deeper understanding of the pace 
of economic activity and whether a recession can be avoided over the next year or two.

200

250

300

350

400

450

500

550

600

650

1991 1995 1999 2003 2007 2011 2015 2019

Figure 5 Conference Board: Raw Industrial Spot

Source: Bloomberg (© 2019, Bloomberg Finance LP)
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Figure 3 Business Confidence vs. ISM

CEO Business Confidence Survey: 
Business Executive Confidence (Left)

ISM Manufacturing (Right)
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Figure 4 Conference Board Leading Economic Index for the Euro Area 
10 Economic Indicators

Source: Bloomberg (© 2019, Bloomberg Finance LP)
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Index Summary AS OF SEPTEMBER 30, 2019

INVESTMENT GRADE
• We believe investors should take an active approach to investment grade corporate credit given the growing risks within the universe, including 

deteriorating quality and widening spreads. 

9/30/2018 7/31/2019 8/30/2019 9/30/2019

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

ICE BAML Global Corporate Index 115 3.25 113 2.40 123 2.16 121 2.27

ICE BAML AA Global Corporate Index 63 2.58 60 1.76 66 1.48 65 1.60

ICE BAML A Global Corporate Index 93 3.00 88 2.14 97 1.89 96 2.01

ICE BAML BBB Global Corporate Index 147 3.61 144 2.74 157 2.51 153 2.61

ICE BAML U.S. Corporate Index 113 4.12 114 3.21 126 2.87 122 2.97

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

ICE BAML Global Corporate Index  1.23  9.52  8.68  3.37  2.96  4.01 

ICE BAML AA Global Corporate Index  0.68  6.78  6.82  2.28  2.14  2.77 

ICE BAML A Global Corporate Index  1.11  8.71  8.44  2.93  2.78  3.58 

ICE BAML BBB Global Corporate Index  1.39  10.66  9.11  3.99  3.29  5.06 

ICE BAML U.S. Corporate Index  3.07  12.94  12.87  4.51  4.65  5.60 

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

credit cycle.

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

9/30/2018 7/31/2019 8/30/2019 9/30/2019

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

ICE BAML U.S. Mortgage-Backed Securities Index 33 3.58 47 2.72 67 2.48 55 2.51

ICE BAML U.S. Fixed Rate CMBS Index 78 3.74 80 2.72 83 2.31 84 2.47

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

ICE BAML U.S. Mortgage-Backed Securities Index  1.44  5.82  7.98  2.38  2.83  3.17 

ICE BAML U.S. Fixed Rate CMBS Index  1.90  8.36  10.31  3.48  3.68  5.73 

Brandywine Global Investment Management, LLC
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GLOBAL HIGH YIELD & LEVERAGED LOANS
• We believe prudent security selection is warranted given the potentially challenging global growth backdrop and prolonged U.S. Treasury yield 

curve inversion. Therefore, we will be looking for higher-quality issuers with access to liquidity in the event of a profit recession. Despite the 
prospect for a weaker backdrop, the default outlook remains benign. 

9/30/2018 7/31/2019 8/30/2019 9/30/2019

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

ICE BAML Global High Yield Index 364 6.08 407 5.67 440 5.67 425 5.65

ICE BAML BB Global High Yield Index 258 4.86 260 4.09 275 3.94 268 3.98

ICE BAML B Global High Yield Index 419 6.79 471 6.46 515 6.56 476 6.31

ICE BAML CCC & Lower Global High Yield Index 744 10.13 1049 12.17 1170 13.02 1,134 12.79

ICE BAML U.S. High Yield Index 328 6.29 393 6.02 413 5.87 402 5.87

ICE BAML European High Yield Index 355 3.37 369 3.03 359 2.79 366 3.00

Credit Suisse Leveraged Loan Index 381 6.86 449 6.33 473 6.11 478 6.32

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

ICE BAML Global High Yield Index 0.38 9.99 5.78 5.58 4.69 7.43

ICE BAML BB Global High Yield Index 0.93 10.76 7.98 5.52 4.88 7.36

ICE BAML B Global High Yield Index -0.03 9.53 4.87 5.56 4.44 6.97

ICE BAML CCC & Lower Global High Yield Index -1.27 7.07 -3.29 5.58 4.54 8.37

ICE BAML U.S. High Yield Index 1.22 11.50 6.30 6.07 5.36 7.85

ICE BAML European High Yield Index -3.03 4.07 -1.24 3.51 1.41 4.67

Credit Suisse Leveraged Loan Index  0.92  6.39  3.11  4.68  4.11  5.38 

EMERGING MARKETS
• The decline in global short-term rates and a resolution to the U.S-China trade dispute could be constructive factors for emerging market assets, 

including currencies. Nevertheless, we will proceed with caution when investing in this universe until there are signs of a sustainable rebound in 
global economic growth.  

9/30/2018 7/31/2019 8/30/2019 9/30/2019

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

JP Morgan (JPM) CEMBI Broad  276 5.96  253 5.00  300 4.88  276 4.87

JPM EM Bond Index Global Diversified  360 6.65  331 5.45  359 5.22  335 5.15

JPM GBI-EM Broad Diversified - 6.92 - 5.72 - 5.51 - 5.44

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

JPM CEMBI Broad 1.91 11.22 11.16 5.15 5.42 6.68

JPM EM Bond Index Global Diversified 1.34 12.08 10.74 3.84 5.10 6.51

JPM GBI-EM Broad Diversified -1.17 6.14 9.49 2.05 -0.09 2.46

Brandywine Global Investment Management, LLC
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The ICE BAML Global Corporate Index returned 1.24% in the third quarter 
while its yield tightened to 2.3% and closed the quarter with a spread 
of 121 basis points (bps). For the trailing 12 months, the index returned 
8.68%. Lower-quality investment grade bonds (BBB) returned 1.39% for 
the quarter and 9.11% for the trailing 12 months, slightly better than the 
AA and A-rated corporate bonds, which returned 0.68% and 1.11% for the 
quarter and 6.82% and 8.44% for the last 12 months, respectively.

Global corporate bond issuance for the third quarter came in at $695 
billion among 2,706 issues, according to Bloomberg data. Meanwhile, 
$3,036.5 billion of global loans and $160.4 billion of corporate high yield 
debt were issued during the same time period. The issuance trend for the 
year is expected to continue to be strong as corporations take advantage 
of the recent collapse in yields.

Investment grade credit spreads widened in the third quarter following a 
challenging quarter that saw sharp decline in sovereign yields. The third 
quarter ended with a scramble for high-quality liquid assets as regulatory 
issues drove banks to finance their overnight positions at much higher lev-
els, thus forcing investment grade corporate yields higher. To that extent, 
the Fed continues to assess the economic reality to determine its path of 
monetary policy. Chairman Jerome Powell has left the door open for the 
possibility that the Fed will need to provide additional “insurance” interest 
rate cuts as well as possibly increasing the size of its balance sheet at a 
natural rate to address the aforementioned quarterly liquidity issues that 
banks will face on a continuous basis moving forward. Expectations remain 
elevated for multiple interest rate cuts through the end of the year.

European corporates continued to face a slowing global economy as Ger-
many is on the cusp of a recession. Growth continued to be elusive as Eu-
rope remained directly in the middle of the tension between the U.S. and 
China, as well as an ever-evolving automobile cycle that may be  having 
a significant contributing impact on said growth. Outgoing ECB President 
Mario Draghi held his last meetings as head of the central bank, setting 
up his successor, Christine Legarde, with many monetary policy tools for 
her to use. However, there is more consternation around the challenges of 
managing a negative interest-rate environment. 

Risks continue to grow as the quality within the investment grade universe 
continues to deteriorate with no signs of abating. However, CEOs and CFOs continue to be comfortable with managing lower credit ratings as the 
economic impact to their constituents is not significantly impacted. Nevertheless, an underappreciated risk for investors—and maybe not at the 
company level—is the extension of maturities, or duration, which introduces greater interest rate risk than previously borne in addition to the 
credit risk that always exists.

Figure 9 highlights the spread differentials between quality and the view that investors are demanding more compensation for owning lower-
quality assets. As illustrated above, 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 asset class. With an active approach to credit management focusing on 
fundamentals and macroeconomic data, a patient investor should be rewarded.
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OVERVIEW 

The third quarter was characterized by the global manufacturing slowdown, with the services sector starting to turn weaker as well. However, the 
bearish sentiment improved the global economic surprise index. China’s economic growth continued to weaken and had yet to respond to its moderate 
stimulus. Geopolitical uncertainty over Brexit, the Hong Kong protests, and U.S.-China trade tensions continued—though trade talks resumed in 
mid-October. Global central bank easing should be a positive factor. Structured credit posted solid positive total returns for the third quarter. Lower 
mortgage rates because of the U.S. Treasury rate rally should continue to support housing fundamentals—combined with healthy household balance 
sheets, relatively cheaper valuations, less net supply, and shorter duration—are reasons why we continue to be constructive on this sector. Strong 
fundamentals and performance also continued for European RMBS, non-agency reperforming loan (RPL) bonds, non-qualified mortgage (non-QM) 
bonds, Freddie K mezzanine bonds, and non-agency CMBS. Given our caution, we have been positioned in higher-quality and shorter-duration 
segments of the market.

U.S. RMBS

Robust mortgage credit fundamentals continue to be supported by ongoing deleveraging in mortgage borrower credit profiles and pristine new mortgage 
origination resulting from restrictive underwriting standards. We remain constructive on the non-agency MBS market and the CRT MBS market 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 $90 billion by the end of the third quarter, which 
was flat compared to the $91 billion for the same period in 2018. Issuance was split almost equally among RPLs, non-QM bonds, prime, CRT, and non-
performing loans. The upcoming government-sponsored enterprise (GSE) reform might portend further shrinking of the GSE footprint and benefit the 
scaling-up of the private label market.

CMBS 

Issuance in the CMBS market reached $135 billion by the end of the third quarter, with agency issuance outpacing non-agency. The Fed rate cuts and 
less uncertainty on interest rates drove the growing appetite for fixed-rate bonds with decent yields. This environment should continue to 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 2012-2016 vintage, with embedded property value appreciation and operating income growth—currently offer attractive opportunities. 

ABS

Total issuance exceeded $175 billion by the end of the quarter compared to $180 billion for the third quarter of 2018. Short-duration ABS offer a decent yield 
pickup and relative stability versus comparable corporate credits. We see some opportunities in private student loans, auto rentals, and whole business 
securitization ABS. 

CLO

U.S. collateralized loan obligation (CLO) supply totaled $87 billion as of the end of the third quarter, slowing down from the $101 billion the year prior. 
Yields on CLOs look attractive relative to the low- and negative-yield environment in the global fixed income market. There are some pockets of value 
in AAA and AA tranches, but the market faces headwinds of deteriorating corporate credit fundamentals, challenging liquidity, the potential for more 
interest rate cuts, 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, clean-up call upside, increasing demand 
from buyers with reinvestment needs, and a lack of new issue supply. The ECB’s rate cuts and additional quantitative easing purchases should continue to 
benefit those markets. Distributed European ABS issuance totaled $48 billion in the third quarter, and we expect the uncertainty around the implementation 
of the Securitisation Regulation 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 US HY Index returned 1.2% in the third quarter with 
high dispersion between the higher-rated BB segment and the lower-
rated CCC and below segment. The preference for higher-rated issuers 
resulted in more than 430 bps of outperformance in BB-rated bonds 
versus CCC and below—a trend that carried over from the second quarter. 
Through the first three quarters of 2019, the ICE/BAML US HY Index has 
returned over 11.5%, with demand for higher-quality issuers leading to 
outperformance of the BB segment. In the U.S., high yield bonds have 
returned approximately 2.4% in excess of the Euro HY Index in local-
currency terms for the nine months ended September 30. The US HY Index 
option-adjusted spread (OAS) ended the quarter at 402 bps and versus 
366 bps for the Euro HY Index. The energy sector distress ratio continued 
to increase with nearly one-third of issuers trading with an OAS in excess 
of 1,000 bps by issuer count, which severely limited access to capital 
markets in the sector (see Figure 10)

The CS Leveraged Loan Index returned 0.9% in the quarter as 3- and 
1-month LIBOR dropped 23 bps and 38 bps, respectively. Downgrades have 
resulted in selling by CLOs, which caused the lower-quality segment of 
the loan market to sell off. Relative quality performance mirrored the high 
yield bond market with lower quality and commodities underperforming 
the broader CS Leveraged Loan Index (see Figure 11).

A cautious approach is warranted in credit due to the challenging global 
growth backdrop, as well as the U.S. Treasury yield curve inversion. 
We are therefore positioned in higher-quality issuers and capital 
structures with access to liquidity in the event of a challenging earnings 
environment. After substantial underperformance versus the broader 
index, several potential opportunities within the energy sector are being 
assessed; limited access to capital markets suggests the potential for 
the priming of unsecured issues aside from near maturities in the event 
proceeds are used for refinancing and maturity extension. The default 
outlook remains benign, though this has been largely reflected in high 
yield valuations.

Global High Yield & Leveraged Loans
Figure 10 Distress Ratios by Sector
US HY Distress Ratio, As of 9/30/2019

Source: Bank of America Merrill Lynch
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Emerging markets were mixed during the quarter with performance struggling to find a direction given elevated U.S.-China trade tensions, rising po-
litical risks, and weakening global economic data. The Fed pivoted to easing mode with two rate cuts, ended balance sheet run-off, provided liquidity 
in repo markets, and finally acknowledged the financial system required more reserves than previously thought due to banking regulations. We think 
this is important from a dollar liquidity standpoint and could help abate some of the year-end funding volatility, which should be a positive for risk 
markets. Argentina faced liquidity pressures following significant outperformance of opposition candidate Alberto Fernandez in the August primaries. 
This caused capital outflows, bank deposit outflows, and a repricing of the currency as well as local- and hard-currency bond markets, as market 
participants attempted to discern possible heterodox policies under a Fernandez regime and what that could mean from a recovery standpoint. 

CORPORATE

The JP Morgan CEMBI Broad Diversified Index returned 1.91% for the quarter and 11.22% for the year. On a quality basis, investment grade and high 
yield returned 2.6% and 1.0%, respectively. The yield on the index finished the quarter at 4.87% with spread of 276 bps. High yield default rates have 
been benign this year with the year-to-date rate at a low 0.8%—we could finish at one of the lowest default rates in the last 10 years. There has been 
$405 billion of issuance year to date following a strong primary market in September, the second-highest monthly supply ever. By region, Asia contin-
ued to be the driver of new issuance with $265 billion. We saw a pick-up in tenders and buybacks in September with U.S. Treasuries pushing multi-year 
lows. An interesting trend in the corporate market has been the pick-up of local-currency issuance by companies in countries such as Brazil, since they 
are able to issue locally at cheaper all-in costs given low local rates. We do not see much opportunity given tight valuations, so our focus in select 
strategies has been to maintain shorter-duration exposure. 

SOVEREIGN

Local-currency sovereign bonds as measured by the JPM GBI-EM Diversi-
fied Index and the hard-currency JP Morgan EMBI Index returned -1.17% 
and 1.34%, respectively, during the quarter. Local-currency interest rates 
rallied with the broad index pushing all-time lows on a yield-to-maturity 
basis; however, this rally was offset by continued weakness from curren-
cies driven by weak global growth and low commodity prices. As Chinese 
growth showed strain from the trade war, the yuan fell below the key “7 
level.” In Latin American, the Brazilian real, Chilean peso, and Colombian 
peso faced additional, idiosyncratic pressures, including political risks and 
weak commodity prices. Most Asian currencies also saw mild declines, 
including the Malaysian ringgit and Indonesian rupiah. Emerging market 
inflation has been running below target and has been converging toward 
G7 (Figure 12), allowing their central banks to cut rates to historically low 
levels in the hopes of stimulating economies that were growing below 
potential. In hard-currency markets, investment grade outperformed 
within the EMBI universe, returning 4.06% versus -2.81% for high yield. 
In addition to Argentina, the other big story was the liability management 
exercise completed by Pemex in September, allowing the quasi-sovereign 
company to extend close to $8 billion of its debt outstanding to 2050. 
Akin to corporates, the hard-currency sovereign market appeared broadly 
tight, with some idiosyncratic opportunities. Local bond market duration 
has performed well this year; however, we believe there needs to be an 
improvement in economic growth for their respective currencies to rally. 
The reduction in global short rates (Figure 13) and a detente between the 
U.S. and China could be two catalysts that we will continue to watch for 
signs of a global growth pick up. 

Emerging Markets

Figure 12 Emerging Market Inflation Has Been Converging 
Toward G7 CPI Inflation, Annual % Change, As of 8/31/2019
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Figure 13 Global Short Rates Could Help Stimulate Global Growth
Global Composite PMI vs. G3 Monetary Policy, As of 9/30/2019
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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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