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The Past May Not be Prologue

While there is good reasonto remain optimisticabout the depth of global markets, especially USD
funding, the primary drivers of markets in the 2H 2024 may hit speed bumpsthat are very difficult to
see clearlytoday. In particular, historical precedent may offer limited insight into some ofthe most
challenging questions ahead for global markets in the 2H 2024.

A more complex and uncertain political and economic landscape in the 2H 2024

* An increasingly complicated and unstable Middle East region

A highly uncertain US election landscape, the complexity of which has limited historical precedent
* More rapidly shifting balance of power, both globally, and across major branches of US Gov't

 Rising concerns around the sustainability of global fiscal policy and public deficits

Limited visibility around rising maturity walls in selected public and private markets

A decelerating US economy, bifurcated between goods and services, younger and older populations

* Unconventional central bank policy sequencing amidst an asynchronous global recovery

Impact of continued US Dollar strength across economies and markets globally

The Past May Not be Prologue / JUN 2024/ page 2



Global Corporate & Investment Bank
Capital Markets Strategy Team

Tom Joyce

Managing Director
Capital Markets Strategist
New York, NY

Tom.Joyce@mufgsecurities.com
(212) 405-7472

Stephanie Kendal

Vice President
Capital Markets Strategist
New York, NY

Step hanie Kendal@mufgse curities.com
(212)405-7443

AUTHORS

Hailey Orr

New York, NY

(212)405-7429

Angela Sun

Analyst

New York, NY

(212)405-6952

Click orscan to view our

website and access pastreports,
policy notes and more.

Managing Director
Capital Markets Strategist

Hailey.Orr@mufgsecurities.com

Capital Markets Strategist

Angela.Sun@mufgsecurities.com


http://www.mufgamericas.com/insights-and-experience/insights/capital-markets-strategy

HY & Leveraged Loans Outperformin 1H 2024

Againstthe backdrop of resilient economic activity and elevated global rates, high yield and

political risk.
1H 2024 credit market total returns

B=  US Leveraged loans _ 4.5%
L= US Preferreds 4.4%
= US ccC =4%
- Pan-Euro HY Credit 3.2%
(3 Global HY Credit = 3.2%
B= US T-Bills - 2.6%
= US HY - 2.6%
BE= UsS B 2.5%

= US BB 2.4%

E US Convertibles 2.3%

@ EM USD Aggregate 2.2%

= US BBB 0.4%

= USIG 0.0%

Source: (1) Bloomberg. Data as of June 30, 2024.
The Past May Not be Prologue / JUN 2024/ page 4

N & W neD

" Eﬁ
AN

US Munis

USA

US Aggregate Bond Index
US Treasuries

US Mortgages

US AA

Pan-Euro Aggregate Bonds
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UK Government Index
Global Aggregate Credit

Japan Government Index

(-0.1%)
(-0.2%)
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(-1.0%)
(-1.2%)
(-2.0%)
(-2.0%)
(-2.9%)
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Global Equity Markets Hit New Highsin 1H 2024

The S&P 500 hitits 32"d record high this year(intraday) as Nvidia surged 150% to become the world'’s
largest company by market cap. The tech-heavy Taiwanese market led major globalindices, while the
Nasdaqg 100 had its best month of 2024 in June, surpassingthe 20,000 mark. Japanese equitiesalso
outperformed most global benchmarks.

1H 2024 regional equity market performance

TWSE (Taiwan) I 25 5% STI (Singapore) W s7%
@ TOPIX (Japan) ZuRl o, KOSPI (S. Korea) W 62%
9 ° O, 1
® Nikkei (Japan) 19.3% :: :’; FTSE 250 (UK) . 4.8%
BE= NASDAQ 18.6%
= & I"I TSX (Canada) . 6.1%
BE= S&P 500 15.3%
— . L= Dow Jones B 4.8%
@ MSCI World 12.0%
1A CAC 40 (France) ] 1.9%
- Nifty 50 (India) 11.3%
— I MOEX (Russia) B 3.4%
[ | Euro Stoxx 50 11.2%
CS| 300 (China) I 2.1%
- Euro Stoxx 600 9.5% ‘
— . .99 Shanghai Comp (China) | 0.9%
:; :: FTSE 100 (UK) 7.9% I"I Bolsa (Mexico) (-7.2%)
Fa MSCI EM Equity 7 oo s lbovespa (Brazil)  (-7.7%)
Hang Seng (Hong Kong) 6.2% Shenzhen (China) (-10.9%)

Source: (1) Bloomberg. Data as of June 30,2024. Total returns.
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Tech & Telecom S&P 500 Strengthin 1H

The technology and communication sectors drove S&P outperformance in the TH with each sector

up nearly 30% year-to-date. Outside of real estate, every sectorin the S&P finishedthe TH in
positive territory.

1H 2024 S&P 500 industry sector performance

IT

28.2%
Comm. Services 26.7%
S&P 500 15.3%
Energy 10.9% US Equity Markets
Financials 10.2%
Utilities 9.4%
Consumer Staples 9.0%
Healthcare 7.8% Magnificent?7
Industrials 7.8% $1(32t5r‘iy|:;on
Consumer Disc. 5.7%
Materials 4.0%
Real Estate (-2.4%) $53 trillion

Source: (1) Bloomberg. Data as of June 30, 2024.
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Unexpected US Dollar Strength Continues

The US Dollarhas been the strongest performing G10 currency in 2024 and finished the first half
with six straight weeks of gains. Unconventional central bank sequencing, with the Fed trailing the
G10 policy easing cycle, drove much stronger US Dollar strengthin the TH than most had
anticipatedjustsix monthsago. The Euroin June hadits worst monthly performance YTD, while
Yen traded toits lowest level vs. USD since 1986.

1H 2024 currencies performance vs. USD

E USD Index - 4.5% I*I Canadian Dollar (-3.3%)
—— Indian Rupee (-0.2%) New Zealand Dollar (-3.7%)
:: :‘; British Pound (-0.7%) : : Norwegian Krone (-4.6%)
@ EMFX Index (-1.0%) == Swedish Krona (-5.0%)
Australian Dollar (-2.1%) n Swiss Franc (-6.4%)
Chinese Renminbi (-2.3%) I“*I Mexican Peso (-7.8%)
- Euro (-3.0%) Brazilian Real (-11.7%)
== Danish Krone (-3.0%) L Japanese Yen (-12.3%)

Source: (1) Bloomberg. Data as of June 30, 2024.
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Oil & Gas Prices Notably Higherin 1H 2024

Oil prices increasedin the first half of the year with WTland Brentup 14% and 12%, respectively, as
the geopolitical risk premium crept marginally higherin Q2. Fundamentalsinthe oil market are also
seasonallytight, with demandrisingin the summertravel months, and OPEC+ capping supply at
lower levels until October.

1H 2024 commodities performance

Silver 21.4% Jet fuel 3.8%
WTI 13.8% US Natural Gas 3.5%
Gold 12.9% BBG Commodity Index 2.4%
Eemmer 12.9% Heating oil (-1.4%)
Gasoline 12.4% Diesel (-4.2%)
BBG Agriculture Index (-8.8%)
Brent 12.2%
Soybeans  (-11.1%)
Palm Oil 8.6%
Palladium  (-11.8%)
Euro Natural Gas (TTF 6.6%
(TTF) ° Wheat  (-11.9%)
Industrial Metals 6.1% Grains (-15.5%)
Aluminum 5.9% Corn (-15.7%)
Nickel 4.0% Steel (-17.5%)

Source: (1) Bloomberg. Data as of June 30,2024. MUFG Co mmodities Weekly (Ehsan Khoman). Allvalues are price change. Commo dities Indexand Agriculture
Index are total retumn.
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UST Yields Widenedin 1H 2024 L=

Rates moved tighteracrossthe UST curve in Q2, but not enoughto offset the move widerin Q1.
Resilienteconomicdataand “sticky” services inflation drove both the Fed and the market to reprice
easing expectations forthe balance ofthe year.

Change in UST rates in 1H 2024

3 months . +2 bps

6 months _ +8 bps

tyeor [ 3 br:

2yers I 5o bo:
syers I 5 bos
Syeers [ 53 bps
yeers I 9 bps
0yers N 5 o<
20yers I <7 brs
0yers I 5: bos

Source: (1) Bloomberg. Data as of June 30,2024.
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CreditSpreadsLargely Tighterin 1H

In Q1 2024, USD credit spreads tightened across every rating class. Though spreads broadly gave
up some of thetighteningin Q2, CCC spreads endedthefirst half 100 bps widerthan their April
lows as default rates moved higherand investors focused their attention on the impactofhigher

financing costs.

IG and HY creditspreadsin 1H 2024

110 360

IG:
94 bps

HY:
309 bps

80 280
Jan-2024 Jun-2024

Source: (1-2) Bloomberg. Data as of June 30, 2024.
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USD creditspreadsin 1H 2024

IG index (-5 bps)
AA
A (-4 bps)
BBB (-7 bps)
HY index (-14bps)

BB (-24 bps)

B (-31bps)

CCC

+3 bps

+32bps



USD Bond Flows Generally Strong in 1H 2024

With the exception ofthe more pronounced period of rate volatility in April, USD1G and HY bond
flows were generally quite stronginthe TH 2024. Fueled by resilienteconomicfundamentalsanda
Fed policy transition underway, investors increased allocations to strong, yield-producing corporate
balance sheets globally. With higher perceived economic and political risk risingin the 2H, the pace
of inflows began to slowin June.

January - March April May - June
US weekly high yield fund flows, USD bn
$4 $24  $25
$1.2
$0.0$0.1

LY —

(-$0.1)
54
US weekly investment grade fund flows, USD bn
$4

$0.4
$0
$4
1/3 1/17 1/31 2/14 2/28 3/13 3/2

Source: (1) IFR. Data as of June 30, 2024.
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Highest 1H 2024 USD IG Issuance on Record

Driven by record issuance in January and February, 1H 2024 was the largest first halfissuance
excluding 2020. At nearly $900 bn so far, |G supply only needs $360 bn in 2H 2024 to meetthe

average 2024 issuance estimate. Foronly the second timein history, monthlyissuance has
exceeded $100 bn in every month of 1H 2024.

2023 vs. 2024 USD IG issuance, bn

$210

$0

+12% y/

June USD IG issuance forecasts

$105bn $100bn

$94 bn
June 2023 June 2024 June
Actual Actual High-End
Forecast
2024 USD IG issuance forecasts
$1.5tn
I i B
CreditSights MUFG CFR

2024 Forecast 2024 Forecast 2024 Forecast

Source: (1-3) CFR. CFR forecast is consensus average. CreditSights. CS forecastis gross supply. Data as of June 30, 2024.
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$96 bn

June
Avg
Forecast

$893bn

Jan-Jun
2024 Actual



USD HY Issuance +75% Year-Over-Year

1H 2024 USD High Yieldissuance of $160 bn is 75% above lastyear's 1H volume and just 4% shy of
2023 full yearvolume. Year-to-date issuance well exceeded forecasts, with YTD volumes sitting just
$65 bn short of MUFG's estimate forthe full year.

2023 vs. 2024 USD HY issuance, bn June USD HY issuance forecasts

+30% yly
$25 bn
$35 $ 18 bn $20 bn
$14 bn
June 2023 June 2024 June June
) Actual Actual High-End Avg
2024: Forecast Forecast
$18
202 2024 USD HY issuance forecasts
14
% $275bn
$225 bn $210 bn
$160bn
Jan  Feb  Mar  Apr  May| June CreditSights MUFG CFR Jan-Jun
2024 Forecast 2024 Forecast 2024 Forecast 2024 Actual

Source: (1-3) CFR. CFR forecast is consensus average. May high-end forecast uses wide end of ranges. CreditSights. CS forecastis gross supply. Data as of June 30,2024.
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Disclaimer

The information herein provided is forinformation purposes only, andis notto be used or considered as investmentresearch, a proposal orthe solicitation of
an offer to sell orto buyor subscribe forsecurities or other financial instruments. Neither this nor any other communicati on prepared by MUFG Bank, Ltd.
("MUFG Bank"), MUFG Securities Americas Inc. (“"MUFG Securities”), or other MUFG Group Company(collectively, "MUFG") is ors hould be construed as
investmentadvice, arecommendation or proposalto enterinto a particulartransaction or pursue a particular strategy, oran y statementas to the likelihood
thata particulartransaction or strategy will be effective in lightof your business objectives or operations. Before enteringinto any particulartransaction, you
are advisedto obtain such independentfinancial, legal, accounting and other advice as maybe appropriate underthe circumstances. In anyevent, any
decision to enterinto a transaction will be yours alone, notbased on information prepared or provided by MUFG. MUFG hereby disclaims any responsibility to
you concerningthe characterization oridentification ofterms, conditions, and legal oraccounting or otherissues orrisks thatmayarise in connection with any
particulartransaction or business strategy. MUFG is notacting and does notpurportto actin any way as an advisororin a fiduciary capacity.

Certain information contained in this presentation has been obtained or derived from third party sourcesand suchinformation is believedto be correctand
reliable buthas notbeenindependentlyverified. While MUFG believesthatfactual statements hereinand anyassumptions on which information herein are
based, are in each case accurate, MUFG makes no representation or warranty regarding such accuracyandshallnotbe responsib le foranyinaccuracyin such
statements orassumptions. Note thatMUFG may have issued, and mayin the future issue, otherreportsthatare inconsistentwith orthat reach conclusions
differentfrom the information setforth herein. Such otherreports, ifany, reflectthe differentassumptions, views and/or analytical methods ofthe analysts who
preparedthem,and MUFG is underno obligation to ensure thatsuch otherreports are broughtto your attention. Furthermore, the information may notbe
currentdue to, among other things, changesin the financial markets oreconomic environmentand MUFG has no obligation to up date anysuch information
containedin this presentation. This presentation is notintended to forecastor predictfuture events. Pastperformanceis nota guarantee orindication of
future results. Any prices provided herein (otherthan those identified as being historical) are indicative onlyand do notrepresentfirm quotes as to either price
or size. This presentation has been prepared bymembers of our capital markets strategyteam and does notnecessarilyreprese ntthe MUFG "house” view.

This presentation is proprietaryto MUFG Securitiesand maynot be quoted, circulated or otherwise referred to without our priorwritten consent.
Notwithstanding this, MUFG Securitiesshall notbe liablein anymannerwhatsoeverforanyconsequencesorloss(including bu tnotlimited to any direct,
indirector consequential loss, loss of profits and damages) arising from anyreliance on orusage ofthis presentation and accepts no legal responsibilityto any
investor who directly or indirectlyreceives this material.

IRS Circular230Disclosure : MUFG Securities does notprovide tax advice. Accordingly, any discussion of U.S. tax matters included herein (including any
attachments) is notintended orwritten to be used, and cannotbe used, in connection with the promotion, marketing orrecomm endation byanyone not
affiliated with MUFG Securities ofany ofthe matters addressed herein orforthe purpose ofavoiding U.S. tax-related penalties.

The MUFG logo and name is aservice mark of Mitsubishi UFJ Financial Group, Inc., and maybe usedbyitor other Group companies for branding or
marketing purposes. Group companies include MUFG Bank, MUFG Americas Capital Leasing & Finance, LLC, Mitsubishi UFJ Trustand Banking Corporation,
and MUFG Securities Americas Inc. Corporate or commercial lending or depositactivities are performed by banking affiliates o fMUFG, including, in the
United States, MUFG Bank.

FLOES™ s aservice mark of MUFG Securities Americas Inc.

© 2024 Mitsubishi UFJ Financial Group Inc. All rights reserved.
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