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A review of |G Fixed Income Sectors

bps bps e %
OAS OAS change Total Return Excess Return
Bloomberg Aggregate 32 1 244 -0.05
IG Corporate Market 89 0 216 -0.39
Intermediate = 9 1.59 -0.31
Leng 107 11 349 -123
AFinance 80 6 2.07 -0.23
BEE Finance 117 10 1.86 -0.36
Alndustrials &7 7 248 -0.49
BEE Industrizls 103 13 189 -0.92
BBE-A basis 4 7
MES 33 -9 3.07 048
current coupon 30 year 125 0
ABS 5 113 -0.21
CMES 73 9 1.49 -0.21
Leocal Authorities 43 2 2.65 -0.22
High Yield 341 31 0.30 -1.23
CCCs 1,151 164 -2.36 -3.67
Eurc Agg Corporate 104 14 0.76 -0.48
EM USD 193 26 1.26 -1.19
IG 104 15 1.73 -0.84
HY 363 48 0.41 -1.81
Asia 119 25 1.08 -0.99
Latin America 252 33 1.26 -1.47

Fixed Income Summary

By Elizabeth Henderson, CFA

October was a risk-off month in which doubts over the payoff from Al spending, elevated
crude and European political stress sent investors toward safety, so bonds beat equities
for the first time since March. Mortgages led, followed by Treasuries and |G, with HY and
loans trailing and stocks last. Crude and the dollar were the standouts, while EM assets
lagged. A dovish October FOMC and the flight to safety pulled Treasury yields sharply
lower, though not enough to reverse September's selloff, while rates volatility lessened.
Funding for Al capex is the key supply concern, with the ten largest hyperscalers
expected to drive about 80% of global capex growth in 2027. Within high yield, ‘'CCC’
spreads have widened considerably, driven in part by distressed credits and heightened
investor caution toward the weakest borrowers, which are most exposed to higher-for-
longer funding costs and refinancing risk.

Source: AAM, Bloomberg, Goldman; Date range for table: 9/30/26-10/30/26



IG Fixed Income Recap
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Corporate Market

Rates drove strong headline returns while credit weakened. IG spreads
widened 10 bps to 90 bps, the largest monthly widening since February,
and excess return of -59 bps was also the weakest since February,
though the rates rally lifted total return to +2.2%. Volatility shifted from
rates in September to Al in October, as concerns about Al profitability
and funding, softer hyperscaler earnings, higher oil prices and wider
French spreads fueled risk-off sentiment. Al-related sectors drove the
underperformance, with Communications widening 34 bps and
Technology 21 bps; Cable/Satellite lagged most, while defensive sectors
such as Environmental held up best. All 37 industries posted negative
excess returns. BBBs and AAs underperformed single-As given
hyperscaler exposure, and long-duration credit lagged. More
information is included in the table on the next page that highlights

ticker-level performance.

Looking at sectors relative to Industrials (Sector OAS/Industrial OAS):

. Z scores >2: Banking; Cable, Wireline, Retail, Technology,
Media
. Z scores <-2: Midstream, Pharma, Railroads, Independent

Energy, Electric Utilities, Consumer Products, Diversified
Manufacturing, Integrated Energy, P&C Insurance, Oil
Field Services, Packaging, Environmental, Chemicals,
Restaurants

Source: Bloomberg, AAM (bold=new for the month; strike-through = no
longer valid vs last month). 5 year period

Corporate market
Technicals and
Rating Changes

October high-grade issuance
totaled $125B, 17% above the
four-year October average and
the second highest on record,
aided by a $25B MSFT deal near
month-end. Year-to-date supply
reached $1.82T, up 24% year-
over-year. New issues widened 1
bp after pricing but outperformed
the index, which widened 11 bps.

Technicals remained constructive:
US IG bond funds and ETFs saw
net inflows of $15B in October,
and average daily HG trading
volume was $44.3B, up 14.8%
year-over-year. Rating outlooks
also stayed supportive, with 2.5%
of index bonds on positive
outlook/watch versus a 1.6%
median since 2010, while
negative outlook/watch rose to
2.4% but remains historically low.

Sources: AAM, J.P. Morgan, Bank

of America, Wells Fargo

Rating changes this month
(rising stars/fallen angels at
unsecured level per Bloomberg)

- Fallen angels: none

- Rising stars: United
Rentals, Sandisk, Skyworks
Solutions



U.S. Corporate Investment Grade OAS

Basis Points

Tickers
1 EQT
2 SPLLLC
3 SBAC
4 EXE
5 MRSH
6 HES
7 EBAY
8 GIS
9 GSCRED
10 EFX
11 LNG
12 CPB
13 CEG
14 AON
15 BLK

Top 15

Bottom 15 Tickers
1 SPCX
2 CHTR
3 ORCL
4 AVGO
5 INTC
6T
7 NVDA
8 META
9 TELEFO

10 VZ

11 TMUS
12 BABA
13 MRVL
14 DELL
15 AMZN

Source (graph, table data): Bloomberg, AAM

Sector

Independent
Midstream

Wireless
Independent

P&C

Independent
Consumer Cyc Services
Food

BDCs

Technology Services
Midstream

Food

Electric

P&C

Brokerage Assetmanage

Sector

Cable satellite
Cable Satellite
Software
Semiconductors
Semiconductors
Wirelines
Semiconductors
Media Entertainment
Wirelines
Wirelines
Wireless
Retailers
Semiconductors
Hardware
Retailers

ER (%) MV%* Duration

0.11
0.08
0.10
0.08
0.15
0.11
0.09
0.07
0.03
0.02
0.02
0.02
0.01
0.00
0.00

ER (%)
-5.11
-4.28
-3.75
-2.75
-3.24
-3.39
-2.25
-2.84
-2.68
-2.51
-2.01
-2.17
-1.18
-1.40
-1.86

0.06
0.05
0.07
0.06
0.22
0.06
0.06
0.08
0.05
0.06
0.05
0.07
0.17
0.34
0.13

3
3
3
3
)
7
6
5
3
3
5
6
6
7
7

MV?% Duration

0.31
0.61
1.25
0.63
0.51
104
0.40
0.97
0.11
0.98
0.71
0.16
0.06
0.36
1.39
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Ticker level performance

The following shows the top and bottom performing issuers based
on ‘excess return per unit of duration’. This list excludes most with
market values less than 0.05% of the Bloomberg Corporate Index as
well as non-corporate issuers. AAM's analysts have provided an
explanation for issuer performance when relevant.

Notes

Equity funded acquisition of Range Resources and an imminent upgrade
Announced a 20-yr agreement with QatarEnergy

SpaceX spectrum expansion raised prospect of a major new tower tenant
Introduced new CEO and plans to buildout natural gas trading platform

30126 revenue beat on strong consulting growth; sector rally

It's guarantor, CVX announced strong 3026 results

Low beta, illiguid escaped market spread widening

Low beta, illiquid escaped market spread widening

Improved Q3 capital formation, sufficient to cover quarterly redemption activity
30126 earnings beat consensus

Its subsidiary, Sabine Pass, announced a 20-yr agreement with QatarEnergy

Low beta, illiquid escaped market spread widening

Google deal, DOE loan to increase nuclear generation

3026 beat; commercial risk and reinsurance demand drove revenue growth across segments
Strong Q3, organic growth, alongside a broadening asset-light platform

$40B debt raise to fund Nvidia GPU purchases, signficant increase in capex guidance next quarter,
Moved with TMT sector spread widening; high beta split rated credit

Data center Force Majeure, increasing use of vendor financing, OpenAl funding uncertainty
S&P revised outlook to Stable from Paositive on rising Al risk, chip financing

4Q revenue guidance of 515-16B missed $17B estimate, lower client - PC sales

SpaceX's spectrum purchase announcement, signaling major mobile carrier entry

Al debt supply fears, chip financing

S&P revised outlook to Negative, citing elevated capex of $135-145B and negative FOCF risk
SpaceX's spectrum purchase announcement, signaling major mobile carrier entry

SpaceX's spectrum purchase announcement, signaling major mobile carrier entry

SpaceX's spectrum purchase announcement, signaling major mobile carrier entry

Heavy Al capex, FCF negative

Lumentum acquisition driving bonds wider

Intel's PC slump guidance, negative for Dell

Al debt supply fears



Corporate market graphs (Source: Bloomberg, AAM)

Corporate OAS

400
300
200
100

sjulod siseg

1 9¢0¢/1/01
‘ 9c0c/L/v
§c0¢/L/01L
§coc/ Ly
¥¢0c/1/01L
vcoc/Liv
€¢0¢/1/01
€coe/L/y
¢c0ce/L/0L
ceoe/ Ly
Lc0c¢/L/01
Lcoc/ Ly
0c0¢/1/01
0c0c/ Ly
610¢/1/01
610¢/1/v
810c¢/L/0L
8L0c/L/v
£10¢/1/01L
L10c/L1Y
910¢/1/01
9L0¢/L/v
§L0¢/L/01
SLoc/L/v
¥710Z/1/01L
v10c/1/v
€L0¢/1/01
eLoe/Ly
¢L0c/L/01

-1 Std dev

= J.S. Corporate Investment Grade - OAS — — +1 Std dev

BBB-A Rating Spread Differential for Industrials

200

(@]
LN

100

o
Lo
—

SjuIo( siseg

9202/51/9
920z/€ /1
520Z/€1/8
SZ0z/EL/E
r20z/EL/o0L >
¥20z/€1/S ©
£202/€1/21 32
€202/EL/L T
£202/61/2
220z/51/6
2202/ LIy
Fmom\m::m
1202/E1/9
1202/E /1 W
ozoz/EL/s +
ozozerse |
6l0z/eL/0l |
6L02/EL/S
8L0Z/€1/2L D
gLoz/el/L
8102/61/Z
L102/€1/6
L102/E L/
910Z/81L/11
9102/€1/9
9102/€1/1

Spread Changes for Sectors YTD

100

sjulod siseg

(20)

(40)



Current coupon MBS spread S"U CtU red
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AGENCY RMBS ER +48 bps

Current coupon RMBS spreads generated positive excess returns in October. Spreads ultimately finished the month
approximately 2 basis points tighter after a volatile trading period early in the month. The primary themes throughout
October remained interest rate volatility and Treasury curve movement. The 2s/10s Treasury curve flattened modestly,
moving from +39 basis points to +32 basis points. Meanwhile, the 10-year Treasury rallied nearly 40 basis points,
ending the month at 4.90% versus 5.30% at the start of October. The decline in rates was supportive for agency MBS,
particularly as volatility moderated. The MOVE Index fell approximately 9% during the month, creating a more
favorable environment for spread products and contributing to broad tightening across the agency MBS market.
Performance was strongest in 30-year 3.50s and 30-year 2.00s, which generated excess returns of +79 and +68 basis
points, respectively. Non-agency current coupon passthroughs modestly underperformed agency MBS, lagging by
roughly 10 basis points and trading 1 to 16 points back during October, as the market absorbed nine new issues.

CMBS ER -21bps

The market backdrop in October was defined by $12.5 billion of CMBS issuance, with supply continuing to skew
heavily toward SASB and floating-rate transactions. Only $2.3 billion of new issuance came in conduit deals, while the
balance was concentrated in single-asset transactions and CRE CLOs. In the secondary market, spreads widened by
roughly 5-7 basis points during October. The Agency CMBS segment outperformed on a relative basis, posting -13
bps of excess return for the month. In contrast, non-Agency CMBS generated -31 bps of excess return, reflecting the
broader spread widening across the credit sector.

ABS ER -21 bps

October ABS issuance declined nearly 10% year-over-year to $36.6 billion, though it still represented the third-highest
monthly volume of 2026. Supply also exceeded the post-2016 October average of $31.9 billion. Year-to-date issuance
has reached approximately $346 billion, up roughly 9% versus the same period last year. Within esoteric ABS, spreads
widened by approximately 4-6 basis points during October as markets continued to grapple with inflation concerns
and interest-rate volatility. Performance was challenged across several sectors, with Utilities, Credit Card, and Auto
ABS generating excess returns of approximately -33 bps, -28 bps, and -13 bps, respectively. CLO spreads also
continued to drift wider, increasing roughly 2-3 basis points over the month and finishing in the 125-127 basis point
range, compared with about 118 basis points at the start of October. Heavy issuance likely contributed to the weaker
technical backdrop, with October CLO supply totaling approximately $39.6 billion. (Source: AAM, Bloomberg, JP Morgan)



Municipal Bonds

Source: Greg Bell, CFA, CPA

Difference in Taxable Municipal and Corporate OAS
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remain supportive, although deferred
refundings could cap further tightening.

Taxables - Taxable municipal spreads to Treasuries widened again in October, even as tax-exempts richened sharply.
AAA spreads ended the month at 26, 38, 42, 48 and 57bps in 3-, 5-, 7-, 10- and 30-year maturities, respectively, wider
by 6, 9,5, 3 and 7bps. Spreads have traded in a tight range all year, and the move has pushed every maturity to the
wide end of that range, with the thirty-year matching its spring wides. Measured from the 8 June tights of 10, 18, 22,
38 and 43bps, spreads have widened 10 to 20bps across the curve. (Source: AAM, Bloomberg)

Supply does not appear to be the driver. Taxable issuance totaled $2.95B through 21 October, up 18% year-over-year
but less than a tenth of the month's long-term volume, keeping the scarcity backdrop in the sector intact. (Source:
BofA, Bond Buyer, LSEG, AAM)

The widening has restored value that had largely been priced out over the summer. The front end now trades wider
than its five-year average by 6 and 4bps in 3- and 5-year maturities, while the ten- and thirty-year points remain
through their averages by 12 and ébps, with the thirty-year having closed half of that gap since the end of September.
We view the front end as fairly valued and see better value from seven years and longer. The long end stands out: a
57bp spread on thirty-year AAA paper, paired with the duration of that part of the curve, offers a very attractive entry
point, and we view the recent widening as an opportunity to add long-dated taxable munis. (Source: AAM,
Bloomberg)

Tax-exempts - October reversed much of September's damage. Treasuries rallied across the curve, with yields lower
by 16 to 38bps, but tax-exempts outpaced them by a wide margin. AAA yields fell 76 to 88bps inside of five years,
71bps in ten years, 64bps in fifteen years and 32bps in thirty years, and the 2-30yr municipal slope steepened 56bps
to 215bps as the front end led the rally, retracing September's flattening. Muni-to-Treasury ratios richened sharply in
the intermediate part of the curve, with the five-year falling to 63% from 74% and the ten-year to 69% from 78%, back
through its five-year average of 71%. The outperformance stands out in a month that historically ranks among the
weakest of the year for both technicals and relative performance. (Source: Refinitiv MMD, Bloomberg, AAM)

Technicals swung back in the market's favor, and ETFs were the story. Weekly reporting funds took in approximately
$6.0B across the four reporting weeks of October, lifting the four-week moving average from -$399mn at the end of
Septemberto $1,504mn, against a rolling one-year average of $916mn. The divergence by vehicle that emerged in
September widened further. The four-week average of ETF inflows rose from $1.2B to $3.9B, more than offsetting four-
week average outflows of $2.4B from open-end funds, which recorded their eighth consecutive week of redemptions;
for the month, ETFs absorbed approximately $15.6B while open-end funds lost approximately $9.6B. Supply did its
part as well. October issuance had been forecast at roughly $58B, but the higher rate environment and volatility
pushed deal flow to a day-to-day basis. Through 21 October, volume totaled $35.6B, down 11% year-over-year, as
higher yields pushed outstanding 4.5-5% coupons below par and cut refunding volume by roughly 45%, and the
FOMC meeting kept the final week of the month light. We estimate full-month issuance finished in the low-to-mid



$40B range, roughly $12-16B short of forecast, turning what had been projected as the least favorable net supply
month of the year into one roughly in balance with reinvestment. (Source: Lipper, BofA, Bond Buyer, LSEG, AAM)

The rally was most consequential on a tax-adjusted basis. Applying the standard gross-up for the 21% corporate rate,
spreads to Treasuries tightened by 63, 55, 49 and 6bps in three-, five-, ten- and thirty-year maturities, respectively. The
ten-year tax-adjusted spread, which reached -16bps in the final days of September, its narrowest gap to Treasuries
since the April 2025 dislocation, ended October at -86bps against a five-year average of -61bps, while the five-year
moved to -115bps from -60bps. Fifteen- and twenty-year maturities, which had turned positive at the end of
September, have slipped back to -36 and -4bps, leaving the thirty-year as the only point on the curve still offering a
pickup to Treasuries, at +46bps. (Source: AAM, Bloomberg, Refinitiv)

A month ago, the sector was approaching the point where institutional investors subject to the 21% rate could make
the case for tax-exempts as a Treasury alternative, particularly in the ten-year area. October's rally closed that window.
At current levels, tax-exempts have reverted to being an extremely unattractive sector option for insurance companies
and other corporate taxpayers, and the value that remains sits with individual investors, for whom ten-year tax-adjusted
spreads are still above their average, consistent with ETF-led demand. The near-term technical backdrop remains
supportive, with BofA projecting negative net supply in November and December as reinvestment builds into year-
end. The offset is a growing pipeline of refundings deferred by higher rates, which is likely to come to market on any
meaningful rally and cap further spread tightening, ahead of a 2027 calendar that BofA expects to include roughly
$180B of refunding activity. (Source: AAM, BofA, Bloomberg, Bond Buyer, LSEG, Refinitiv MMD, Lipper)
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U.S. Equity

S&P 500 ENERGY INDEX
S&P 500 AUTO & COMP IDX
S&P 500 INSURANCE INDEX
S&P 500 CONS STAPLES IDX

S&P 500 PHARM INDEX

S&P 500 UTILITIES INDEX

S&P 500 CHEMICALS INDEX
S&P 500 HEALTH CARE IDX
S&P 500 RESTAURANTS IDX

S&P 500 HTL RST & LEI IX
S&P 500 MATERIALS INDEX
S&P 500 FINANCIALS INDEX

S&P 500 TRANSPTN INDEX
S&P 500 HOMEBUILDING IDX
S&P Homebuild Select TR
S&P 500 REAL ESTATE IDX
S&P 500 CONS DISCRET IDX
S&P Global REIT

RUSSELL 2000 INDEX

S&P 500 BANKS INDEX

S&P 500 INDUSTRIALS IDX
S&P 500 CONS DISCR

S&P 500 INDEX

S&P BDC

S&P AEROSPC & DEF SELECT
S&P 500 METALS & MNG IDX
S&P 500 CAPITAL GDS IDX
S&P 500 TELECOMM SVCS IX
S&P 500 PASS AIRLINE

S&P 500 INFO TECH INDEX
S&P 500 COMM SVC

PHILA SEMICONDUCTOR INDX
S&P 500 Media & Ent

Source: Bloomberg, AAM
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