L 3 ®
l I .a rkl t Global fixed income pricing research
April 22, 2016

Global fixed income focus — March 2016

Leveraged loans ¢ Credit default swaps * Global corporate bonds ¢ Sovereigns « Municipal bonds * Securitised products

The European Central Banks’s (ECB) decision to cut interest rates and increase the size of its QE programme set the
tone for market sentiment in March, in what was the best month for fixed income assets since last October. The
positive sentiment was amplified by dovish comments from US Federal Reserve Chair Janet Yellen, who cited caution
going forward. Markets were a lot calmer, with little negative news coming from China. A pickup in crude oil and
commaodity prices also boded well for risky assets.

March saw the Markit iBoxx USD Leveraged Loans Index (MiLLi) snap a four month losing streak (November
through February). At one point in February, leveraged loans were down nearly 2% YTD on a total return
basis.

The rally in the CDS market may not have been as dramatic as leveraged loans, but it was impressive
nonetheless. The Markit iTraxx Europe tightened by 26bps to close the month at 73bps, some 4bps tighter
than where it started the year. It was a similar story in European high yield, where the Markit iTraxx Crossover
rallied by 104bps to close at 304bps, 11bps tighter than the 2015 year-end level.

According to Markit iBoxx Corporate Bond Indices, liquid high yield bonds denominated in USD, GBP, and
EUR all returned over 3%, reversing the losses accumulated during the first two months of the year. Markit
iBoxx £ Liguid Investment Grade Index returned 3.1% in March, and Markit iBoxx $ Liquid Investment Grade
Index has now returned 3.7% so far this year, the best performing asset class among developed nation
corporate bonds.

Among developed nation government bonds, the commodities rally in March was reflected in the sovereign
world as many countries dependent on assets such as oil saw their credit risk fall over the month. The largest
tightening in percentage terms was seen in Australian CDS spreads which fell by over a quarter to 36bps. This
takes the country’s five year spread to within five basis points of it one year lows reported in June of last year.

On April 1%, the US Federal Reserve released their version of a proposal that changes the High Quality Liquid
Assets (HQLA) rule to allow certain municipal bonds to be treated as Level 2B assets. March’s revenue bond
issuance of $21.9 billion indicated a continued decline in issuance, with YTD issuance for the sector 27%
lower ($50.7 billion YTD) than the same time period last year.

Several securitised products sectors rallied with the broader credit markets in March. CMBS and CLOs
tightened the most, albeit the improvements in most cases are only a retracement to the historically wide
levels reported this January.

Figure 1: Q1 2016 percent change in sovereign CDS
spreads®
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! Countries represented in grey have very limited or no CDS data.
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Leveraged loans

Loans rallied sharply in March

Leveraged loans witnessed a rather dramatic
turnaround across the first quarter. The asset class
saw returns tumble during the second half of 2015 in a
trend which continued into the New Year. Factors that
contributed to the negative sentiment included falling
commaodity prices, tighter monetary conditions in the
US, idiosyncratic risk and heightened global asset
volatility.

March saw the Markit iBoxx USD Leveraged Loans
Index (MiLLi) snap a four month losing streak
(November through February). At one point in
February, leveraged loans were down nearly 2% YTD
on a total return basis. Similarly, US high yield (HY)
bonds, as represented by the Markit iBoxx USD Liquid
High Yield Index, were down nearly 5%.

However, a change in sentiment saw the Markit iBoxx
USD Liquid Leveraged Loans Index rally in spectacular
fashion. It returned 2.19% in March, the best month
since October 2011. It also meant that the quarter
ended up 2.35%, which is the best quarterly
performance in three years. The broader Markit iBoxx
USD Leveraged Loan Index ended the quarter up
1.52%, having been down nearly 2% YTD in mid-
February.

Energy and healthcare sectors best performers

According to Markit’s leverage loan analysts, the rally
was broad based among rating and maturity cohorts,
with the longest tenor (7yr) registering the biggest
percentage tightening in average loan spread during
the quarter. 7-yr BB rated loans saw a 12.72%
improvement, with average spreads now at Libor
+390bps. CCC rated cohort saw a 11.82%
improvement at the 7-yr tenor, although spreads still
remain above Libor +1000bps.

North American sectors broadly outperformed their
European counterparts across most sector and ratings
(Table 3). The bounce in crude oil prices boded very
well for the Energy sector, with BB- down to B-
leveraged loans in North America tightening over 190
bps during the month. The next best performing sector
during the month was Healthcare, which saw its BB+
rated North American leveraged loans tighten 42bps.
The riskiest loans (CCC+) continued to struggle
however, with every sector except healthcare seeing
significant spread widening across the quarter.

ETF data indicates investor sentiment turns
positive

The newfound risk on sentiment in March enticed
investors to add to their risk exposure through
leveraged loans and US HY bond exchange traded
funds (ETFs). $444 million of new money flowed into
ETFs tracking US leveraged loans, a 7.88% increase
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Figure 2: Leveraged loan energy sector spreads
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in assets under management. However, March’s
positive flows were not enough to cancel out the
outflows seen in January and February, as the first
quarter of 2016.
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Table 1: March North American loans best and worst price performance2

North America

One
Liq 3/31 % One year year
LXID Loan Name Sector Country  score price  change low Date high Date
Best Performers
Par
1 LX135662 gfé”'ggfﬁ“ Cov-Lite  pinancials USA 1 93.42 +15.6% 80.25  2/25/16 10250 5/11/15
2 LX120520 /?/‘ff'?ﬁrés Holdings gg’;zl;mer USA 2 91.33 +13.9%  72.33 12/14/15 99.69  4/7/15
3 LX136189 .Frfdcera' Mogul 4/14 gggfj‘;mer USA 1 9029 +13.6% 7317  2/16/16 100.05 4/10/15
4 LX137320 ggﬂ‘f;’“ B7Non ggpvslé‘gnser USA 1 91.75 +12.1%  80.17  2/25/16 9350  8/28/15
Freeport McMoRan Basic o
5 LX147256  prooron MEWoRan - Basie USA 5 88.17 +12.1%  57.17 1/26/16 88.17 3/31/16
Distressed
EXCO Resources
i 0,
1 1X148807 %gglﬁiéil)éefcﬁiﬁz]%g)) Energy USA 2 4669 +36.9%  32.67 2/16/16 72.81 11/17/15
L
2 LX139218 ?ﬁ‘fg&sﬁig'}e{gy Energy USA 2 70.00 +36.6% 4125 1/27/16 93.00 9/16/15
Securus Technologies Telecommuni
3 LX129276  4/13 2nd Lien Cov-Lite cation USA 2 8225 +29.0% 5250 1/26/16 98.43  4/13/15
TL Services
4 LX132457 E'g:]d‘ﬁ?"d 9A32nd  ppergy USA 2 17.38  +28.4% 12.42  2/11/16 82.81 5/18/15
5 LX133062  preroan Enerdy Ut gpergy USA 5 72.00 +28.2% 5588  1/22/16 97.42  7/7/15
Worst Performers
Par
1 LX120572 $E‘"f°"“a Pizza 7/11 gg:‘vslgg"ser USA 5 8517 -7.1% 8517 3/31/16 98.88 5/15/15
2 Lxizsze0  SOMAXUISEUR) ynqusiials USA 4 8096 -65% 8925 3/22/16 100.81  5/6/15
Emerald Performance Basic
3 LX139054  Materials 7/14 Cov-Lite oo USA 4 91.00  -2.9%  90.33 3/17/16 99.79  5/7/15
2nd Lien TL
4 LX143618 \é?;‘a‘ﬁf/;’l?’ Delayed | joaithcare USA 4 9217  21% 9167 3/22/16 9956  8/5/15
5 LX133785 ggwﬁgtﬁf 00ds 2114 jiijities USA 3 9313  -1.7% 9313  3/31/16 97.88 10/26/15
Distressed
1 LX138820 S/Ol‘jfhccgg_sfit';"T"i'”gs Energy USA 5 1025 -31.7% 1017  3/29/16 97.21  6/19/15
2 LX135673 Eﬁ‘ﬂfg”‘”mame gggiémer CAN 4 7510 -185% 7510 3/3116 99.71  9/15/15
Quicksilver Resources
3 LX130228  6/13 Cov-Lite 2nd Lien Energy USA 4 23.00 -10.5% 2140 1/25/16 67.40 5/18/15
TL
4 Lxies07 ~ Cfariote Russe 513 - consumer USA 4 5133 -10.5% 5133 33116 8217 10/2/15
5 Lx139654  RegentEnergy 814 oo CAN 5 2350 -10.1% 2350 3/31/16 74.94  4/6/15

(USD) Cov-Lite TL

Source: Markit

2 Par is defined as a loan with a month end price of 85 or higher and distressed has a price lower than 85.
3
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Table 2: March European loans best and worst price performance?

Europe
One
Liq 3/31 % One year year
LXID Loan Name Sector Country score price change low Date high Date
Best Performers
Par
Formula One 8/14 Consumer
1 LX139585 (USD) Cov-Lite2nd  Sonoor LUX 1 9156 +6.6%  81.30 2/11/16 100.30 7/17/15
Lien TL
2 Lxi39558  aemol 814 (USD) - consumer NLD 2 87.00 +62% 8158  3/1/16  99.69 4/21/15
3 LX122688  Tronox (2/12) TL Basic Materials NLD 1 92.30 +4.9%  86.50 9/29/15 100.40 4/13/15
4 LX146779 Q\L/R 71150pco PIK 1 strials NLD 4 9150 +4.9% 8717 2/17/16  97.08 8/21/15
5 1x138005  pauser 714 (USD) - jnaustrials DEU 4 86.00 +4.4% 8183 2/26/16 9975  6/2/15
Distressed
1 LX129817 $ﬁc'f'° Drilling 5713 £ orqy LUX 1 3111 +621% 1919 2/29/16  89.25 5/19/15
2 1X053493 FE%%"";'; ﬁé %GTL A Basic Materials DEU 4 82.75 +254% 6517  2/9/16  91.96 6/15/15
3 LX139588 E)é‘\),fii;o'ﬁ_'”gs 814 Energy LUX 2 67.17 +153%  57.91 2/16/16  89.88 4/16/15
4 LX136501 fi';'e”iﬁﬂ 414 Cov- rechnology LUX 1 79.75 +115% 7113  2/3/16  99.94 4/28/15
Petroleum Geo-
5 LX135963  Services 3/14 Cov- Energy NOR 3 56.42 +7.7% 52.00 2/16/16 93.50 5/15/15
Lite TLB
Worst Performers
Par
1 LX137408 Rodenstock 5/14 TL  Consumer Goods DEU 4 92.25 -4.7% 90.67 3/10/16 99.69 6/12/15
2 1X134782 '("Ecuggal”‘ﬁlél 13 Basic Materials DEU 2 9163 -220% 8881 11/6/15  99.89 5/29/15
3 Lxio000 Yarers Chryso 8/14 . qic Materials FRA 4 96.31 -1.9%  96.25 3/30/16  99.67 6/12/15
Hilding Anders 9/13
4  LX133109 (EUR) International Consumer Goods SWE 4 92.13 -1.7% 88.25 3/3/16 99.08 6/26/15
Extended TLB2
5 1x135580 Qo oKt peaiincare LUX 1 9621 -17% 9140 11/10/15 100.00 5/11/15
Distressed
1 LX137334 ?Eo'eo 614 2ndLien oonoimer Goods ~ ESP 5 4500 -42.6% 4500 3/31/16  93.00  4/8/15
2 LX129618 ’;/'ggc;’l f‘;"tsma” Consumer Goods FRA 5 10.00 -25.0% 11.67 10/21/15  15.00 2/10/16
3 1X138453 %’ggf'e' 614 PIYC gg:‘\jé‘g"ser LUX 2 7557  -6.6%  67.07  4/9/15 8500 12/8/15
4 LX142327 BARTEC 11/14 TLC3 Industrials DEU 1 7922  -58% 7610  3/4/16  99.88 6/26/15
5 1X130766 SICLTL Financials SAU 5 18.83  -2.6%  12.67  4/6/15  20.38 12/29/15

Source: Markit
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Table 3: North American and European loan sector curve monthly discount margin spread change in basis

CCC+

-9.4

points
BBB- BB+ BB BB- B+ B B-
Basic Materials NA +15 +12 -7 -11 -14 -8 -8
EU +25 +21 +3 -2 -5 +2 +1
Change NA-EU -10.1 -9.5 -10.2 -9.6 -8.4 -9.9 -9.0
Consumer Goods NA +11 +7 -11 -16 -18 -12 -13
EU +21 +17 -1 -6 -10 -3 -4
Current NA-EU -10.1 -9.4 -10.2 -9.6 -8.3 -9.9 -9.0
Consumer Services NA -2 -5 -24 -28 -30 -25 -25
EU +8 +5 -14 -18 -22 -15 -16
Current NA-EU -10.0 -9.3 -10.1 9.4 -8.2 9.7 -8.9

Energy NA

EU

Current NA-EU -9.1 -8.5 -9.3 -8.6 -7.4 -8.9 -8.1 -8.4
Financials NA +15 +12 -7 -11 -14 -8 -8

EU +24 +20 +2 -3 -7 +0 -0

Current NA-EU -8.7 -8.1 -8.8 -8.2 -7.0 -8.5 -7.6 -8.0
Healthcare NA -16 -19 -38 -42 -45 =519 -39 +119

EU 6 10 28 33 36 29 30 | 4128

Current NA-EU -10.0 -9.4 -10.1 -9.5 -8.3 -9.8 -8.9 -9.3
Industrials NA +12 +9 -10 -14 -16 -11 -11

EU +22 +18 -0 -5 -9 -1 -2 -

Current NA-EU -9.6 -8.9 -9.7 -9.0 -7.8 -9.3 -8.5 -8.8
Technology NA +26 +22 +4 -1 -3 +3 +2

EU +35 +31 +13 +8 +4 +12 +11

Current NA-EU -9.3 -8.6 -9.4 -8.7 -7.5 9.1 -8.2 -8.5
;‘;'r‘f,‘i’ge";m“”ica“o” NA +17 +14 -5 -9 11 -6 -6 -

EU +27 +23 +5 +0 -4 +4 +3

Current NA-EU -9.5 -8.8 -9.6 -9.0 -7.8 -9.3 -8.4 -8.8
Utilities NA -0 -3 -22 -27 -29 -23 -23

EU +9 +5 -13 -18 -22 -15 -16

Current NA-EU -9.0 -8.3 9.1 -8.5 -7.3 -8.8 -7.9 -8.3

Source: Markit
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Credit default swaps

The rally in the CDS market may not have been as
dramatic as leveraged loans, but it was impressive
nonetheless. The Markit iTraxx Europe tightened by
26bps to close the month at 73bps, some 4bps tighter
than where it started the year. It was a similar story in
European high yield, where the Markit iTraxx
Crossover rallied by 104bps to close at 304bps; 11bps
tighter than the 2015 year-end level.

In mid-March, the ratio between the two indices hit
4.58x, the highest level since the September 2015 roll
and well above the average of 4.11x over this period.
This reflects the strong performance of the investment
grade index, helped in part by the high concentration of
financials. However, the index roll and the change in
constituents drove the Crossover tighter and the ratio
finished the month at 4.16x.

North American credit also experienced a stellar month,
with the Markit CDX.NA.IG index rallying 108bps to
79bps. Unlike its European investment grade
counterpart, the roll led to a tightening of 6bps. The roll
had a relatively modest effect on the Markit
CDX.NA.HY, but the high yield index still managed to
rally from 99.05 to 102.7 (points).

Commodity firms led the best performers globally

Give the recovery in risk assets, it was no surprise to
see high beta sectors such as energy and basic
materials post the strongest performance, particularly
in Asia and North America (Table 4). In the latter
region, exploration and production firms Hess Corp
and EnCana led the way, tightening by 49% and 40%
respectively.

In Europe, Repsol was the best performing energy
name, though it lost out on top spot to Telecom ltalia.
The Italian telecoms carrier tightened by 33% over the
month and the removal of CEO Marco Patuano was
viewed as strengthening the position of major
shareholder Vivendi.

Figure 3: Global CDS sector summary
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M&A activity led to Sherwin-Williams taking the
position as worst performing North American credit
during March (Table 5). The paint producer bought
rival firm Valspar in an all cash deal, funded by existing
credit facilities, new debt and cash sitting on the
balance sheet. This will obviously increase leverage
and triggered a 32bps spread widening to 52bps.
Moody’s downgraded Sherwin to A3 from A2 and left it
on review for downgrade, though it's worth noting that
the current spreads level still gives it a single A implied
rating, according to Markit data.

UK names contributed three of the five worst
performing credits in Europe, with retailer Next topping
the table. Uncertainty over Brexit may be a factor as
the referendum to decide the UK’s status in Europe
draws nearer.

Figure 4. Q1 Change in energy CDS sector
spreads by region
Change in
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CDS sector curve data (Figure 4) indicates that North
American and Japanese energy company spreads
have been tightening at a faster rate than European
counterparts, which all remain wider during the quarter.
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Figure 5: March regional CDS sector spread summary
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Table 4: March liquid 5yr corporate CDS best spread performance®

Best performers

One
Lig 3/31 % year One year
Ticker Company Sector Country  score spread Change change tight Date wide Date
Americas
1 HESS Hess Corp  Energy USA 2 277 267 -49.1% 136 5/6/15 635  2/19/16
2 AIG m‘em'm' GP Einancials USA 2 72 48 -39.8% 45  10/23/15 162 2/15/16
3 ECACN EnCana Corp Energy CAN 2 542 -357  -39.7% 151 5/5/15 1180  2/19/16
4 MBI-InsCorp '(\:"3'5“ S Financials USA 2 1959  -1225 -385% 1275  4/23/15 4315 1/18/16
5 CHK Eﬂgjaé’gs)ke Energy USA 2 3231  -1807 -35.9% 364 4/8/15 10164  2/9/16
EMEA
1 TIMN gg'Ae“m Italia gz'rflfc"e"; ITA 2 181 88 -32.6% 132 4/10/15 287 2/16/16
2 REPSSA REPSOL SA Energy ESP 2 271 -129 -32.3% 89  5/19/15 451 2/11/16
3 EDF ELZﬁtgg'te e ilities FRA 1 86 40 -31.8% 52 4/10/15 139 2/11/16
Cie
Financiere Du Consumer
4 COMPFIAA Groupe Gonde CHE 2 55 25  -31.4% 43 4/10/15 97  2/11/16
Michelin
Senard Et Cie
Assicurazioni
5 ASSGEN Generali S p Financials ITA 2 129 -58  -31.1% 66 4/13/15 227  2/11/16
A
APAC
1 NPG-NPI :\r“'gg"cnofgper ,\BAZ?;C”&IS JPN 2 63 39 -38.1% 63  3/31/16 146 1/21/16
Kawasaki
2  KAWHI Heavy Inds  Industrials JPN 2 68 -36  -35.1% 32 4/24/15 120  2/17/16
Ltd
3 KOBSTL  Kobe Stl Ltd ,\Bﬂﬁgials JPN 2 171 86 -33.5% 63  4/17/15 309 2/15/16
4 OJHOL ggr';'dgs ,\Bﬂﬁécrials JPN 2 44 21 -32.6% 44 3131/16 76 1/21/16
5 MITTOA mggu' Chems I\B/IZ?(Iecrials JPN 2 63 26 -29.1% 63 3/31/16 117 101/15

Source: Markit

A liquid CDS is defined as an entity with a current Markit liquidity score of 1 or 2. Markit liquidity scores range from 1-
5, with 1 being the most liquid and 5 the least liquid.
8
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Table 5: March liquid 5yr corporate CDS worst spread performance®

Worst performers

One
Lig 3/31 % year One year
Ticker Company Sector Country  score spread Change change tight Date wide Date
Americas
1 SHW Wﬁg’;ﬂ; o gggzzmer USA 2 52 +32 +166.9% 17 3/10/16 54 3/29/16
Marsh &
2 MMC Mclennan Financials USA 2 30 +5 +22.7% 18 4/9/15 41 10/2/15
Cos Inc
3 SPLS Staples Inc gg:‘vslgénser USA 2 249 +41 +19.5% 144 7/20/15 269  2/8/16
Duke Energy
4 DUKECO Carolinas Utilities USA 1 12 +2 +17.7% 10 3/10/16 21 6/29/15
LLC
5 GIS Gen Mis Inc gggfj‘;mer USA 1 30 +4  +16.0% 25 3/7/16 38  7/8/15
EMEA
1 NXT Next Plc ggpvsl(‘:‘g‘ser GBR 2 95 +15 +18.7% 40 4/9/15 95  3/31/16
2 RWE RWE AG Utilities DEU 2 162 +13  +8.6% 66 4/8/15 170 9/29/15
3 LLOYDBA t'féds Bank  iancials GBR 1 106 +6  +6.1% 44 1212115 122 2/8/16
4 ASTL Q;T:Z%Er:is Industrials ITA 2 1020 +56  +5.8% 383 4/13/15 1207 2/11/16
5 BACR-Bank ?I?C'ays Bk Einancials GBR 1 134 +3 42.6% 55  4/13/15 152 2/8/16
APAC
1 TOYOTA E‘(’}r’gta Mtr gg’;fj‘;mer JPN 2 44 42 +3.9% 17 424115 46 217116
2 FOSTGRO '(:;‘r’zhegspty Lid gg’;fj‘;mer AUS 2 50  +0.4 +0.9% 39 5727/15 53 2/12/16
3 HNDA Et‘c’j“da Mtr Co gggzgmer JPN 2 62 4 -11% 20 423115 65  2/26/16
4 MITEST '\E";t;‘t‘g'gc‘)' Lig Financials JPN 2 31 04  -1.2% 23 5/5/15 34 10/1/15
5 OBACRP 82%”35'“ Industrials JPN 2 41 1 -3.0% 34 4/29/15 48 10/1/15

Source: Markit
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Global corporate bonds

Central banks provide the momentum for rally

The European Central Banks’s (ECB) decision to cut
interest rates and increase the size of its QE
programme set the tone for market sentiment in March,
in what was the best month for fixed income assets
since last October.

The positive sentiment was amplified by dovish
comments from US Federal Reserve Chair Janet
Yellen, who cited caution going forward. Markets were
a lot calmer, with little negative news coming from
China. A pickup in crude oil and commodity prices also
boded well for risky assets.

According to Markit iBoxx Corporate Bond Indices,
liquid high yield (HY) bonds denominated in USD, GBP,
and EUR all returned over 3%, reversing the losses
accumulated during the first two months of the year
(Table 6). . Markit iBoxx £ Liquid Investment Grade
Index returned 3.1% in March, and Markit iBoxx

$ Liquid Investment Grade Index has now returned
3.7% so far this year, the best performing asset class
among developed nation corporate bonds.

Basic materials, energy and financials outperform

March’s broad based rally in corporate bonds saw
numerous sectors post sizable returns. In dollars, the
pickup in commodity prices saw the Basic Materials
and Oil & Gas sectors return 4.49% and 5.97%,
respectively. The Markit iBoxx $ Telecommunications
Index also saw a 4.46% return in March, making it the
stand out sector so far this year (6%).

The best performing North American bond in March
was the Modular Space Corporation 10.25% maturing
in 2019, which saw its price nearly double to 55-00,
from 27-00 at the start of the month (Table 7).

Among the other top performers were bond issued by
energy hames Whiting Petroleum Corporation,
Chesapeake Energy Corporation and Sm Energy
Company. One of the worst performing bonds was
Valeant’s 7.25% 2022, which lost 12.9% in value as
the companies woes deepened (Table 8)

European corporates were buoyed by the ECB’s
decision to extend QE to non-bank corporate bonds,
seeing risk in the sector decline, boosting returns in the
process.

The Markit iBoxx € Insurance Index returned 3.1% in
March, a relief rally after key of further negative
interest rates faded. Contingent convertible bonds also
saw returns surge as European banking fears eased.

In Europe, the best performing bond was Globe
Luxembourg’s 9.625% maturing in 2018, which saw its
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price rise 43%. The worst was Italian banks Veneto
Banca’s 6.411% subordinated bond, which saw a price
decline of 29%.


https://www.markit.com/Product/IBoxx
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Table 6: March corporate bond US and European

iBoxx indices performance

Total Return Yield Duration
Month YTD Current Month

$ € £ $ € £ $ € £ $ € £ $ € £
Corporates +2.77% i +1.41% | +3.08% [+3.74% | +2.43% : +2.94% | 3.88% : 1.38% : 3.67% | -0.36% : -0.25% | -0.33% | 6.6 5.1 8.0
Corporates AAA +1.51%{+0.39% | +1.92% [+4.41% | +3.56% : +6.97% | 3.25% : 0.94% ' 2.55% | -0.13% : -0.04% : -0.12% | 8.7 7.2 14.4
Corporates AA +1.87%:+0.79% : +2.42% [+3.43% : +2.82% : +3.73% | 3.10% : 0.82% : 2.98% | -0.24% : -0.13% : -0.24% | 6.2 5.5 8.9
Corporates A +2.01% : +1.06% : +3.18% [ +3.38% : +2.29% : +3.00% | 3.45% : 1.10% : 3.57% | -0.26% : -0.18% : -0.32% | 6.4 51 8.6
Corporates BBB +3.90% | +1.94% : +3.20% [+4.20% : +2.43% : +2.65% | 4.53% : 1.85% : 4.04% | -0.49% : -0.36% : -0.38% | 6.9 4.9 7.2
Banks +1.56% i +0.77% | +3.08% [+1.94% i +1.19% i +1.30% | 3.48% : 1.17% : 3.70% | -0.25% : -0.15% | -0.39% | 4.8 4.2 6.3
Basic Materials +4.49% i +2.15% : +5.49% [+5.92% : +5.66% : +7.61% | 4.92% : 1.76% : 4.41% | -0.68% : -0.78% : -0.80% | 6.9 5.1 7.0
Consumer Goods +2.24% i +1.24% i +1.70% [+4.32% : +3.00% : +3.33% | 3.42% : 1.17% : 2.87% | -0.28% : -0.21% : -0.24% | 6.4 5.3 5.7
Consumer Services +3.50% i +1.87% : +2.50% [+5.39% : +3.35% : +4.01% | 3.94% : 1.57% : 3.44% | -0.37% : -0.18% ; -0.26% | 8.3 5.8 9.4
Financials +1.67% i +1.10% : +3.08% [+2.18% : +1.38% : +1.39% | 3.58% : 1.49% : 3.88% | -0.25% : -0.21% ; -0.37% | 5.2 45 6.8
Health Care +2.56% i +0.93% | +3.78% [+4.76% | +3.01% : +6.07% | 3.48% : 1.09% : 3.31% | -0.28% : -0.14% | -0.28% | 7.6 5.8 12.3
Industrials +2.15% i +1.10% : +2.66% [+4.27% : +2.69% : +4.25% | 3.59% : 1.04% : 3.28% | -0.27% : -0.16% : -0.28% | 7.3 5.0 8.6
Insurance +2.37%: +3.09% : +4.15% [+2.48% : +1.31%  -0.27% | 4.23% : 3.14% : 5.00% | -0.26% : -0.45% ; -0.54% | 7.6 6.1 6.8
Non-Financials +3.39%  +1.64% : +3.08% [+4.63%  +3.22% : +3.98% | 4.00% : 1.32% : 3.57% | -0.42% : -0.28% : -0.31% | 7.4 5.5 8.8
Oil & Gas +5.97% { +2.96% : +2.64% [+3.78% : +3.87% : +1.91% | 5.02% : 1.62% : 3.25% | -0.86% : -0.48% : -0.35% | 6.8 5.9 6.6
Technology +2.27%:+0.89%: N/A [+4.20% i+3.80%: N/A |3.41% i 0.94% @ N/A |-0.29% : -0.11% ;| N/A 6.9 7.0 N/A
Telecommunications +4.46% i +1.45% : +4.07% [+6.00% : +3.19% : +4.54% | 4.24% | 1.44% : 3.80% | -0.46% : -0.20% : -0.43% | 8.7 5.8 8.7
Utilities +2.48% i +1.99% : +3.24% [+4.58% : +2.80% : +3.60% | 4.16% : 1.34% : 3.79% | -0.25% : -0.33% : -0.29% | 8.4 5.2 9.6
High Yield Liquid High Yield |+3.62% : +3.40% : +3.55% [+3.32% : +1.63% : +2.01% | 7.63% : 4.98% : 6.08% | -0.55% : -0.80% : -0.83% | 4.0 35 3.7
Convertible CVBX +2.63% i +3.99% | +1.29% [ -3.90% | -4.35% +2.76% | 1.10% : 7.43% | 7.62% | -0.65% : -0.84% | -0.13% | 6.3 4.1 5.6
Contingent Convertible +4.62% i +3.99% | +1.29% [ -2.08% | -4.35% :+2.76% | 8.00% : 7.43% : 7.62% | -0.81% : -0.84% | -0.13% | 4.6 4.1 5.6

Source: Markit
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Table 7: March global corporate bond best price performance

Best performers

One One
Liq 3/31 % year year
Ticker Issue Sector Country CCY score price Change change low Date high Date
Americas
Modular Space
1 MODSPA  Corporation 1025  Industrials USA  USD 2 55.00 +28.00 +103.7% 26.50 3/8/16 86.75  7/7/15
1/2019
Whiting Petroleum
2 WHPEC Corporation 6.5 Energy USA  USD 1 67.50 +30.18 +80.9% 27.00 2/24/16 102.46 5/12/15
10/2018
3 SMENG grgf/ggrzgs}’ Company  pperqy  USA  USD 1 7163 +31.88 +80.2% 36.25 2/24/16 10575 5/1/15
Chesapeake Energy
4 CHK Corporation 6.125 ~ Energy ~ USA  USD 1 37.33 +16.33 +77.8% 12.12 2/15/16 104.00 4/15/15
2/2021
5 SMENG grgz'éngzgg’zgompa”y Energy  USA  USD 1 69.75 +29.50 +73.3% 36.50 2/24/16 102.00  6/2/15
EMEA
1 GLOBLUX S(':‘;bgégé%r;‘z%"ltgg Energy GBR  USD 1 76.00 +23.00 +43.4% 52.83 2/17/16 97.57 5/13/15
2 FIRQU Et';St7Q2“56‘r5“/‘2‘g‘2';"'”era'S Eﬂi‘:ﬁ;ials ZMB  USD 1 66.80 +17.74 +36.1% 39.54 1/20/16 97.56 6/24/15
3 PACIFDR Ei?ncifécdgnglsngz\//zoﬂ Energy  LUX  USD 1 35.80 +8.80 +32.6% 26.00 3/1/16 94.00 4/24/15
4 FIRQU E&St7Q2“/"2‘gt2“1"‘ Minerals Eﬂz‘?ﬁ;ials ZMB  USD 1 67.50 +15.75 +30.4% 39.00 1/21/16 97.75 5/25/15
Intelsat (Luxembourg) Telecommu
5 INTSAT-Lux (e e (e nicaions LUX  USD 1 76.75 +16.50 +27.4% 5175 2/24/16 10044  5/1/15
T Services
APAC
1 MIEHOL "C"(')erp"(')‘r’gil'ggis aoo ENEr@y  CHN  USD 1 4551 +16.15 +55.0% 29.00 1/26/16 80.00  6/2/15
2 ANTOOIL g?é%’;?‘g'i'flzsgg'ces Energy CHN  USD 1 44.48 +1436 +47.7% 2650 1/21/16 75.00 6/26/15
3 SWIBHOL ?"i’g’;;g‘gf'{‘gs ld  Ehergy sGP sGD 2 88.00 +28.00 +46.7% 50.00 1/21/16 88.00 3/31/16
4 INDOE 'E:‘C\’/O ggﬁ?{;gggce“ Energy IDN  USD 1 47.46 +11.93 +33.6% 32.11 2/15/16 73.00 5/20/15
5 OTTAHoL Ottawaholdings Pte. - o pn usp 1 69.56 +16.92 +32.2% 39.00 10/1/15 86.50 4/13/15

Ltd. 5.875 5/2018

Source: Markit
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Table 8: March global corporate bond worst price performance

Worst performers

One One
3/31 % year year
Ticker Issue Sector Country CCY price  Change change low Date  high  Date

Americas
1 APS ﬂfnpi:ggeﬁrg%;'fes Industrials USA  SGD 56.00 -11.75 -17.3% 50.00 3/23/16 101.00 7/21/15
2 PSPCESC Pspc Escrow Corp. 6 2/2023 ,\B/sz'ecrials USA  EUR 84.02 -15.73 -15.8% 84.02 3/31/16 105.00 4/21/15
3 OFFSDRI gf/ishg;en');”/“z”fzgo'd'”g Energy ~ MEX  USD 4825 829 -147% 46.00 3/25/16 90.38 5/18/15
4 ODEBDRI Siﬂﬁgrfgjht6D3'g"gf’28'2"{be Energy BRA  USD 3000 -475 -13.7% 30.00 3/31/16 95.28 5/26/15

Valeant Pharmaceuticals
5 VALPIT International, Inc. 7.25 Healthcare USA UsD 80.00 -11.85 -12.9% 79.64 3/22/16 107.00 6/1/15

7/2022
EMEA

Veneto Banca Societa
1 VENBAN Cooperativa Per Azioni Financials ITA EUR 55.00 -22.00 -28.6% 55.00 3/31/16 88.00 7/27/15

6.411 12/2099

Consumer

2 EDCOLTD Edcon Ltd 9.5 3/2018 Soneumer zaF EUR 3522 -11.38 -24.4% 26.82 3/18/16 8225 6/3/15
3 UKRLPLC ;’/‘;'(')i’édfarm'”g Ple 10.875 gggfj‘;mer UKR  USD 2850  -350 -10.9% 2850 3/31/16 52.50 11/30/15
4 DTEKFI ztgglzmance PIC7875  tiiles  UKR  USD 3550  -3.42 -8.8% 3500 3/30/16 50.00 10/23/15
5 FRIGFIN g”z%og}ggig'”a”ce BV ndustials GRC  EUR 6200 -5.31 -7.9% 50.65 3/30/16101.75 5/26/15
APAC
1 NAMCHE g‘g’é‘lgheong Limited 5.05 | 4istrials MYS ~ SGD 80.00 -17.45 -17.9% 80.00 3/31/16 97.75 4/16/15
2 BOHAGEN gjhfgggggra' Capital Ltd “B/sz'ecrials CHN  CNY 7837 -1425 -154% 6650 3/22/16100.38 6/10/15
3 GALLVEN zg'g)‘il’gve“t“re Ltd. 7 gg:‘vslgg‘ser SGP  SGD 93.00 -7.25 -7.2% 93.00 3/31/16100.95 8/19/15
4 KEPSP Ez;/)gg‘l‘r;:orporanon Limited |\ justrials SGP SGD 9000 -5.75 -6.0% 85.00 1/27/16 97.25 6/10/15
5 HOC Harvest Operations Corp. g0 0y kOR  USD 60.75 -2.75 -43% 59.50 3/15/16 94.00 4/24/15

6.875 10/2017

Source: Markit
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Sovereigns

Among developed nation government bonds, the
commodities rally in March was reflected in the
sovereign world as many countries dependent on
assets such as oil saw their credit risk fall over the
month.

Australia near one year tightest CDS spread levels
on higher commodity prices

The largest tightening in percentage terms was seen in
Australian CDS spreads which fell by over a quarter to
36bps (Table 10). This takes the country’s five year
spread to within five basis points of it one year lows
reported in June of last year.

Other commodities exporters benefiting from this trend
include Qatar, Brazil and Mexico. Unlike Australia
however, all three sovereigns still see their spreads
much wider than the 12 months tights registered last
year which shows that the commodities rebound has
yet to fully convince all bears.

The same trend was also evident in bonds, with firms
reliant on commodities heading the top performing
bond list.

Japan long government bond among the best
performers as the result of negative rate policy

Japan’s long dated 2055 note was another strong
performer as the country’s negative interest rate policy
was felt further along the term structure (Table 11).
This saw the price of the very volatile, high duration
listing rise by over 13% which sent the bond’s yield
down to 1.03%; 37bps tighter than its coupon rate.

On the other side of the CDS scale, Belgium was the
only liquid sovereign to see its CDS spread widen on
the month, though the 1 bps widening was hardly
ground breaking.

The commodities rally looks to have come too late for
Venezuela, however, as the country continues to be
gripped by political crisis. This saw the price of 8.25%
note due in October 2024 sink by a further 6.3% to 34
cents on the dollar (Table 12). The note now yields
over 28%.

Table 9: March G7 industrialised countries ranked by percent change in CDS spreads

3/31 10yr CDSs One year One year

bond yield change % change tight Date wide Date
1 DBR Germany 0.16% -4.9 18.9 -20.6% 12.6  12/24/15 24.0  2/25/16
2 FRTR France 0.50% -4.7 324 -12.6% 25.7 12/24/15 41.8 2/11/16
3 ITALY Italy 1.22% -14.9 127.5 -10.5% 91.6 12/9/15 156.8 2/11/16
4 JAPAN Japan -0.06% -4.2 46.2 -8.4% 34.0 8/18/15 56.1 2/12/16
5 CAN Canada 1.22% -0.1 26.4 -0.4% 19.1 4/29/15 26.9  3/16/16
6 UKIN United Kingdom 1.42% -0.1 38.4 -0.3% 15.2 9/30/15 39.5 2/11/16
7 USGB United States 1.78% +0.5 20.3 +2.5% 14.3 9/18/15 22.4  11/3/15

Source: Markit
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Table 10: March liquid sovereign 5yr CDS best and worst spread performance®

Liqg 3/31 One year One year
Score Change spread % change tight Date wide Date

Best Performers

1 AUSTLA Australia 1 -13 36 -25.6% 31 6/26/15 56 2/11/16
2 QATAR Qatar 2 -29 96 -23.3% 57 7/22/15 140 2/3/16
3 COLOM Colombia 1 -62 212 -22.7% 135  4/23/15 325 2/11/16
4 CHILE Chile 1 -25 94 -21.0% 78 6/18/15 153 9/29/15
5 DBR Germany 1 -5 19 -20.6% 13 12/24/15 24 2/25/16
6 BRAZIL Brazil 1 -88 356 -19.9% 219 5/21/15 533 9/28/15
7 PANAMA Panama 1 -36 158 -18.7% 132 7/14/15 225 2/11/16
8 MEX Mexico 1 -36 160 -18.5% 112 5/25/15 231 2/11/16
9 PERU Peru 1 -34 159 -17.7% 128 5/8/15 230 2/11/16
10 THAI Thailand 1 -26 130 -16.5% 98 7/17/15 172 9/29/15
Worst Performers

1 BELG Belgium 2 +1 49 +1.7% 33 1/4/16 51 3/21/16
2 UKIN United Kingdom 2 -0 38 -0.3% 15  9/30/15 39 2/11/16
3 NETHRS Netherlands 2 -1 25 -2.0% 16 12/3/15 26 3/21/16
4 VENZ Venezuela 1 -271 5926 -4.4% 3395 5/8/15 10686 2/15/16
5 SLOVAK Slovak Republic 2 -3 43 -6.1% 43  3/30/16 52 7/24/15
6 CZECH Czech Republic 2 -3 43 -6.5% 43 3/31/16 53 10/5/15
7 KAZAKS Kazakhstan 2 -20 278 -6.7% 213  5/18/15 336 1/20/16
8 KOREA South Korea 1 -5 64 -7.5% 46 5/18/15 82 9/29/15
9 AUST Austria 2 -3 30 -8.1% 23 12/10/15 33 3/1/16
10 JAPAN Japan 1 -4 46 -8.4% 34 8/18/15 56 2/12/16

Source: Markit
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Table 11: March sovereign bond best price performance

Best performers

One
Lig % 3/31 year One year
Ticker Issue CCY score 3/31 price Change change yield low Date high Date

Americas

1 ECUA ;‘Z%g%"c OfBcuador 105 ,qpy 4 89.58  +11.37 +14.5% 18.33% 68.44 1/20/16 10950  5/14/15
2 BRAZIL E?:;{%";?ZEESUD"C of BRL 3 2715.68 +329 +13.8% 2201.04 9/24/15 2762.09  3/23/16
3 VENZ Sgu\éiﬁz?ai%pgggcs%w USD 2 63.01 +6.76 +12.0% 44.69% 49.16  1/27/16 79.12  5/18/15
4 COLOM gg%‘ig"c Of Colombia5 ;5 5 93.76  +9.57 +114% 6.17% 7500 1/20/16 10470  4/6/15
5 MEX g/g'ﬁ‘é""ex'ca” States4 2 86.66  +6.33 +7.9% 4.99% 79.99 2/12/16 10438  4/14/15
EMEA

1 GREECE g/;lloezrgc Republic 3 EUR 2 65.00 +7.73 +13.5% 9.88% 32.26  7/8/15 7278 111715
2 ZAMBIA 5/‘;%‘;2“ Of Zambia8.97 5 5 8214  +8.58 +11.7% 12.05% 64.00 1/20/16  97.25  7/31/15
3 SOAF ?%’;‘gb;'fzoolfwth Africa ygp 1 100.14  +7.20 +7.7% 589% 8535 1/20/16 11017  4/8/15
4 CMRN g%pff/"z%%camemo” usb 2 93.97  +6.47 +7.4% 929% 81.00 1/18/16  98.12  11/30/15
5 RPGANA T&%@g OfGhana10.75  ,qp 5 97.86  +6.19 +6.8% 10.94% 86.96 2/11/16 10840  11/4/15
APAC

People's Republic Of

1 CHINA  peoples Repble CNY 4 106.99  +26.62 +33.1% 526% 8037 2/29/16 11156  3/30/16
2 JAPAN  Japan 1.4 3/2055 »Y 1 126.67 +14.63 +13.1% 1.03% 9225  6/8/15 131.84  3/22/16
3 MONGAA Mongolia5.12512/2022 USD 1 77.38  +845 +12.3% 11.95% 68.15 2/24/16 9350  5/22/15
4 PHILIP ?ﬁﬁ;ﬁ'ﬁg;ffs oooas PHP 3 14506  +12.68 +9.6% 5.43% 13002 1/18/16 15171  4/10/15
5 THAI Kingdom Of Thailand 3.4y 4 11949  +9.94 +9.1% 278% 99.78 12/10/15 11949  3/31/16

6/2036

Source: Markit
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Table 12: March sovereign bond worst price performance

Worst performers

Lig % 3/31 One year One year
Ticker Issue CCY score 3/31price Change change vyield low Date high Date

Americas

1 VENZ \%glr:\gﬁzrl]a%eggbll(l)clz%f24 usb 2 3402  -2.29 6.3% 28.33% 2873 2/15/16  46.40  5/8/15
2 BRAZIL Efg;lreg'gelg%g‘ib"c Of usp 2 7650  -2.80 3.5% 12.75% 7433  3/3)16 10150  4/29/15
3 BLZE Belize 5 2/2038 uUsb 3 4750  -1.58 -3.2% 13.90% 4750 3/31/16  76.00  6/24/15
4 COLOM ?3’;”3'2%(1); Colombia  ~np 4 102.29  -1.27 1.2% 102.29 3/31/16 106.78  4/3/15
5 CAN Canada 2.75 12/2064 CAD 1 123.91 -.95 -0.8% 1.96%  108.36 6/10/15 130.93  2/10/16
EMEA

1 SOAF 5%”;};‘&? South Africa ,p 4 110.05  -5.19 -45% 110.05  3/31/16 122.80 5/12/15
2 ISRAEL g};‘gazgf Israel 4.25 ILS 4 11891  -4.46 3.6% 0.84% 11546  7/3/15 12361 2/15/16
3 SWISS Z‘g"osjzconfedera“o” L5 o 4 13347  -4.07 3.0% 005% 11774 61215 13820  3/1/16
4 NGERIA E?g;ﬁg'ﬁe%t/’ggg NGN 3 10941  -2.30 21% 11.89%  87.73  5/6/15 121.46 11/26/15
5 SLOVAK f}%i‘? Republic 4.2 EUR 2 10403 -1.73 1.6% -1.02% 10403 3/31/16 10831  4/9/15
APAC

1 PHILIP Eﬁﬁigglilﬁegflgh;zozz PHP 5 103.62 -54.77  -34.6% 4.01%  103.62 3/31/16 169.01  4/7/15

Democratic Socialist
2 SRILAN  Republic Of Sri Lanka LKR 5 57.09 -8.19  -12.5% 11.21% 57.00 3/31/16 74.80 6/18/15
5.35 3/2026

3 INDON 52‘;“;’/'50%'”‘10”95'3 DR 4 9210  -2.25 24% 7.61%  89.38 9/30/15 9519  3/22/16
4 MALAYS Malaysia 4.943 12/2028 MYR 3 105.43  -2.02 1.9% 4.18%  101.29  1/7/16 110.01  5/22/15
5 AusTLa Commonwealth Of AUD 1 101.06  -1.84 1.8% 3.07% 9373 11/12/15 103.82  3/1/16

Australia 3.25 6/2039

Source: Markit
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Municipal bonds

Last year’s torrid pace of muni issuance in the wake of
historically low rates and record issuance in corporate
bonds has likely taken some of the steam out of this
year’s primary market. March’s revenue bond issuance
of $21.9 billion indicated a continued decline in
issuance, with YTD issuance for the sector 27% lower
($50.7 billion YTD) than during the same time period
last year (Figure 6). General obligation bond issuance
is only 0.09% lower ($45.2 billion YTD), resulting in this
year being almost 8% below Q1 2015.

Federal Reserve looks to move certain GOs to
Level 2B for HQLA

On April 1%, the US Federal Reserve released its
version of a proposal that changes the High Quality
Liquid Assets (HQLA) rule to allow certain municipal
bonds to be treated as Level 2B assets (versus the
House of Representative’s version of the bill that made
them Level 2A), which would increase banks’ incentive
to purchase the bonds. Regardless of the Fed’s policy
change, the final decision is made by Congress, with
the bill now going to the Senate where it could
potentially be revised before they vote on it.

Illinois Supreme Court strike down Chicago’s 2014
pension reform law

The lllinois Supreme Court ruled on March 24th that
Chicago’s 2014 pension reform law violated “pension
protection clause of the lllinois Constitution” according
to court documents. The city’s politicians are currently
working on a legal alternative, but in the interim have
reverted back to lower contributions for the affected
plans.

Figure 6: Municipal bond issuance
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Puerto Rico’s Senate votes to approve payment
moratorium on GO and Cofina bonds

On April 5" Puerto Rico’s senate voted on a bond
payment moratorium on various municipal debt until
January 2017. According to Bloomberg“, the legislation
affects debt backed by the government, Development
Bank, and the Sales Tax Financing Corporation
(Cofina). The bill was later passed by Puerto Rico’s
House of Representatives and signed into law by the
governor. Certain bonds saw a sharp sell-off after the
initial announcement (Figure 7), with the April 5"
Markit closing price for the PR GO 8.0% 7/2035 down
3.5% from the prior close.

Figure 7. Puerto Rico’s bond prices decline and
bid/ask spread widens after PR Senate’s bill
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Table 13: March municipal revenue bond best price performance

Best performers

One
Lig 3/31 year One year
Issuer Issue score price Change % change low Date high Date
Indiana St Fin Auth Enviro_nmental Improvement
1 Environmental Rev R - Unlte_d States Steel 1 83.18 +22.63 +37.4% 55.00 2/19/16 110.09 4/24/15
Corporation 20 6 12/2026
St John Baptist Fixed Rate Revenue -
2 Parish La Rev Marathon Oil Corporation 1 100.33 +4.58 +4.8% 95.70  2/26/16 105.87 4/15/15
2007-A 5.125 06/2037
Recovery Zone Fa - Navistar
3 lllinois Fin Auth Rev  International Corporation 3 100.35 +3.73 +3.9% 92.78 12/16/15 108.35  4/6/15
Project 20 6.5 10/2040
Hamilton Cnty Ohio Ho_spital Fac - C_Zincinna'ti
4 Hosp Facs Rev Childrens Hospital Medical 4 122.32 +3.67 +3.1% 113.63  6/12/15 122.32  3/31/16
Center 2014 5 05/2025
Camden Cnty N J County Guaranteed Lo_an
5 Impt Auth Rev Revenue - County Capital 3 126.64 +3.79 +3.1% 121.14 12/16/15 126.64 3/31/16
Program 2015-A 5 01/2025
6 'B"Z‘\fﬁﬁ'fg;tseft Revenue Emerson Sollege 3 12012 +3.07  +2.6% 110.54 7/14/15 120.12 3/31/16
Cape Fear Pub Util  Water And Sewer System
7  Auth NC Wtr& Swr Revenue And Refunding 3 125.71 +2.91 +2.4% 118.32  6/10/15 125.71 3/31/16
Sys Rev Revenue - 2014-A 5 06/2025
New York St Dorm .
8 AuthRevsNonSt YU HOSPias Center 3 12104 +278  +2.4% 11351 6/10/15 12127 3/18/16
Supported Debt
Refunding And Impr -
9 \'\;';’rl‘;l’(rj‘gac“gnfgtnyg‘é . ggl’i‘ggt%fj"g;’)ﬁ;'t;OSSVStem 3 12072 +1.08  +0.9% 11277  7/U15  121.06 2/11/16
07/2025
Pennsylvania St Revenue - University Of
10 Higher EdI Facs Pennsylvania Health System 4 124.03 +1.09 +0.9% 117.28  6/11/15 124.45 2/11/16

Auth Rev

2015 5 08/2025

Source: Markit
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Table 14: March municipal revenue bond worst price performance

Worst performers

Issuer Issue Lig 3/.31 Change % One year Date One_ year Date
score price change low high

Sanger Tex Indl Dev Industrial Development

1 Corglndl Dev Rev Revenue - Texas Pellets 4 90.54 -5.82 -6.0% 89.57 3/7/16 97.14  2/11/16

P Project 2012-B 8 7/2038

Puerto Rico Comwilth .

2 Hwy& Transn Auth Eesf“‘,rnsd'?”/%&es"e”“e -2008- 4 1897  -1.06  -53% 1494 121716  61.00  4/24/15
Transn Rev ’

g PueroRico ElecPur  Power Revenue - 2013-A 3 6250 252  -3.9% 5050 6/30/15  67.97  9/2/15
Massachusetts St Dev Revenue - Milford Regional

4 Fin Aqy Rev Medical Center 2014-F 5 5 109.18 -3.00 -2.7% 105.16 5/20/15 113.17 2/11/16

9y 7/2025

Puerto Rico Comwith -

5 Aqueduct & Swr Auth  YETU® (73/58'305; Lien) - 1 67.74  -1.76  -2.5% 6468  7/315 7513  7/16/15
Rev
Breckinridge Cnty Ky

6  Sch Dist Fin Corp Sch Revenue - 2016 5 4/2025 3 119.98 -2.22 -1.8% 119.63  3/30/16 122.39 2/25/16
Bldg Rev

. School Facilities
7 ggyiﬁt'ﬁegegconom'c Construction Refunding - 3 11029  -1.67  -1.5%  104.68 9/16/15 113.12  2/11/16
2015-Xx 5 6/2024

Snyder Cnty Pa University Revenue -

8  Higher Ed Auth Univ  Susquehanna University 4 118.34 -1.52 -1.3% 116.45  9/16/15 121.22 2/11/16
Rev Project 2015 5 1/2025
Los Angeles Cnty .

9 CalifMetTransnAuth RorndngSastax =~ 3 12816 132  -1.0% 12768 32016  130.10  2/19/16
Sales Tax Rev
Virgin Islands Pub Fin Revenue And Refunding

10 Au?h Rev Virgin Island Matching - 3 109.82 -1.05 -0.9% 106.28  9/16/15 11151  2/11/16

2009-B Senior Li 5 10/2025

Source: Markit
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Securitised products

Several securitised products sectors rallied alongside
the broader credit markets in March, with CMBS and
CLOs tightening the most. However, the improvements
in most cases are only a retracement to the historically
wide levels reported this January. CMBS spread
tightening was augmented by a weak new issue
calendar, with AAAs 21bps tighter, and AA down to
BBB rated bonds tightening over 50bps versus swaps
on the month (Figure 9). AAA 1.0 US and European
CLO spreads tightened 8bps and 3bps, respectively,
on the month (Figure 8). US 2.0 BBBs CLOs tightened
the most, 36bps, to end the month at L+658 after
reaching a new one year widest level of L+703 at the
beginning of the month. We note that CLO issuance in
March doubled to over $4bn versus the prior month,
but still remains more than 75% lower than last year’s
level during the same period.

Global consumer ABS spreads largely missed the
broader rally, albeit on relatively light trading volume,
with several categories hitting new one year wides
again in March (Table 16). AAA-rated US 2-3yr
floating-rate credit card, all senior prime auto, and 2+yr
equipment spreads ended the month at their one year
one levels.

Agency MBS pay-ups were mixed

Freddie Mac and Fannie Mae 30-year prepayments
increased near 50% in March compared to February,
driven by seasonal effects combined with the much
higher day count (+3 days versus February) and an
increase in the average loan size of refinances
increasing significantly. Specified pool pay-ups were
mostly lower in March, with pay-ups modestly lower
across most of the 4.0% cohort (Table 15). The MHA
>90 LTV story type was mostly lower across the board,
as the HARP program is scheduled to end this
December 31st and the lower LTV increases the
likelihood that mortgages in this group will prepay
much faster than the much higher LTV HARP pools.
We note that mortgage rates remain at recent lows,

with Freddie Mac 30-yr fixed rates hitting 3.66% in
February, which was lowest level since May of 2013.

Non-agency spreads tighten

Non-agency spreads rallied near 25bps across most
sectors, with the subprime sector remaining close to
unchanged and jumbo 2.0 paper continuing to be the
most liquid and best performing sector. TRID appears
to be slowing down prepayments across all mortgage
sectors, but severities for certain states like New York
continue to be more of a concern for investors. The
Countrywide settlement will likely be finalised by the
courts in early-May, with the payment of senior bonds
likely to take precedence over the write-up of other
bonds in the capital structure regardless of the
language in each deal’s Pooling and Servicing
Agreements.

NY Fed data indicates non-agency dealer holdings
increased almost $400m in March to end the month at
$14.0bn, which is highest inventory level since mid-
November. However, that total dropped slightly more
than $1bn the first week of April to $12.9bn.

Figure 8: US and European CLO AAA/BBB spread summary
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Table 15: Fannie Mae / Freddie Mac 30yr specified pools pay-ups in ticks (1/32 points)

March 2016 Change vs prior month
Coupon 3 35 4 4.5 5 55 3 35 4 4.5 5 55
LLB (85K) 0-15 0-29 1-18 2-05 2-26 2-22 +0-01
MLB (110K) 0-12 0-23 1-12 1-31 1-27 2-17 +0-02 +0-02
HLB (150K) 0-08 0-17 0-30 1-13 1-01 0-30
New Prod 0-01 0-03 0-07 0-10 0-18 0-00 0-00
Low FICO 0-05 0-04 0-06 0-15 0-17 0-26 +0-01 +0-03
Investor 0-08 0-03 0-07 0-09 0-15 1-10 0-00 0-00
MHA <90 0-02 0-03 0-08 0-12 0-21 2-03
MHA <95 0-15 0-05 0-12 0-13 0-21 0-19
MHA <100 0-10 0-03 0-10 0-21 0-23 0-25 +0-01 +0-03 +0-02
MHA <105 0-16 0-06 0-11 0-14 0-27 2-05 +0-02 +0-01
<125LTV 0-03 0-09 0-27 1-17 2-10 2-02 0-00 | +0-01 0-00 0-00
125+ LTV 0-29 0-09 0-24 2-01 2-09 3-07 +0-01 +0-01 0-00 0-00 0-00
Source: Markit
Figure 9: CMBS credit curve spread to swaps
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Table 16: Global consumer ABS spread summary

Current MoM
(bps) change 1yr tight Date 1lyr wide Date
(bps)

US Credit Cards - Fixed-Rate

2-3yr AAA US Swaps +57 +8 +24 5/8/15 +58 3/11/16

4-5yr AAA US Swaps +68 +8 +35 4/1/15 +70 10/14/15

US Credit Card - Floating-Rate

2-3yr AAA US LIBOR DM +40 - +25 5/13/15 +40 3/16/16

4-5yr AAA US LIBOR DM +80 +10 +38 5/8/15 +84 3/2/16

European Credit Card - Floating-

Rate

AAA EUR LIBOR DM +38 -22 +32 1/6/16 +60 2/1/16

US Prime Auto - Fixed-Rate

0-2yr AAA EDSF +45 +2 +19 5/13/15 +45 3/29/16

2+-yr AAA US Swaps +60 +4 +25 4/7/15 +60 3/29/16

European Prime Auto Loan -

Floating-Rate

AAA EUR LIBOR DM +51 -2 +26 6/3/15 +54 2/5/16

US Subprime Auto - Fixed-Rate

1-2-yr AAA EDSF +82 +3 +45 7/21/15 +84 3/18/16

2+yr AAA US Swaps +96 +2 +48 6/15/15 +97 11/5/15

US Equipment - Fixed-Rate

2+yr AAA US Swaps +83 +20 +43 6/17/15 +83 3/30/16

European Equipment - Floating-

Rate

A EUR LIBOR DM +127 -32 +115 6/10/15 +182 6/30/15

US FFELP Student Loans -

Floating-Rate

2-4yr AAA 3mo US LIBOR DM +144 +41 +41 4/2/15 +151 3/25/16

10+yr AAA 3mo US LIBOR DM +186 +21 +93 5/11/15 +191 3/21/16

Source: Markit
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