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I TAXABLE BOND MARKET

) Volatility should remain elevated in the near term as monetary policy contracts further and geopolitical strains

persist. Financial conditions are set to tighten substantially during the remainder of the year, with potentially
material consequences for both the consumer and the corporate sectors. Supply chains are also likely to

continue to struggle amid geopolitical and COVID uncertainty.

APRIL 2022 REVIEW

The bond market experienced another sharp selloff in April, extending an
exceptionally weak start to the year. Increasingly hawkish language from Fed

officials heightened already-aggressive expectations for rate hikes and highlighted

the FOMC'’s commitment to curbing inflation. The war in Ukraine, China's zero-
tolerance COVID policy, and global supply-chain stresses remained overhangs as MARY F KANE, CFA
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Minutes from the March meeting and commentary from officials pointed to an

interest in moving “expeditiously” toward a neutral policy rate. The path toward

this goal appears likely to include multiple 50 basis point hikes, with a bias toward
front loading the policy response. Commentary also suggested that while inflation
readings may soon peak, the priority is to act before expectations become STEPHEN J REPUFF, CFA
entrenched. The futures market reflected estimates of more than 10 additional Principal

Taxable Bond Portfolio Manager
hikes through year end.

INTEREST RATES

The yield curve saw a dramatic bear steepening, with most tenors moving
decisively to their highest level in more than three years. The front end shifted
higher in anticipation of an aggressive course of rate hikes, while intermediate
and long rates pushed higher as real rates rose amid tighter financial conditions.
Breakevens also drifted higher, reaching record levels as investors continued to

grapple with the transitory versus structural question.

GW&K INVESTMENT MANAGEMENT | BOSTON, MA | NEW YORK,NY | WINTER PARK, FL | 617.236.8900 WWW.GWKINVEST.COM



MONTHLY COMMENTARY | APRIL 2022

I TAXABLE BOND MARKET -......

CREDIT

Corporates were under pressure for most of the month of April, though spreads
came up shy of breaking through their March wides. Roughly one-third of
companies have reported their first quarter earnings, and for the most part results
came in ahead of expectations — particularly in the Energy, Materials, and
Consumer Staples sectors. Investment grade issuance remained brisk while the
high yield primary market was comparatively subdued. Credit rating agency
upgrades outnumbered downgrades as financial profiles broadly continued to

improve.
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The mortgage-backed securities market underperformed Treasuries in response
to a higher probability of eventual sales from the Fed’s portfolio. Active sales —
in contrast to natural roll-off — may be necessary as higher rates have curtailed
the speed of prepayments. Lower coupon pools took the brunt of the spread
widening due to their high concentration on the Fed'’s balance sheet. Quantitative
tightening is likely to remain a headwind for the sector until there is more clarity

around the pace of balance-sheet reduction.

DISCLOSURES:

This represents the views and opinions of GW&K Investment Management. It does not constitute investment advice or an offer or solicitation to purchase or sell any
security and is subject to change at any time due to changes in market or economic conditions. The comments should not be construed as a recommendation of
individual holdings or market sectors, but as an illustration of broader themes.

Investing in securities or investment strategies, including GW&K's Investment Strategies presented in this document, involves risk of loss that clients should be
prepared to bear. No investment process is free of risk; no strategy or risk management technique can guarantee returns or eliminate risk in any market environment.
There is no guarantee that GW&K'’s investment processes will be profitable, and you therefore may lose money. Past performance is no guarantee of future results.
The value of investments, as well as any investment income, is not guaranteed and can fluctuate based on market conditions. Diversification does not assure a profit
or protect against loss. GW&K’s active management styles include equity and fixed income strategies that are subject to various risks, including those described in
GW&K's Form ADV Part 2A, Iltem 8. GW&K’s Form ADV Part 2A may be found at https://adviserinfo.sec.gov/Firm/121942 or is available from GW&K upon request.

Indexes are not subject to fees and expenses typically associated with managed accounts or investment funds. Investments cannot be made directly in an index. Index
data has been obtained from third-party data providers that GW&K believes to be reliable, but GW&K does not guarantee its accuracy, completeness or timeliness.
Third-party data providers make no warranties or representations relating to the accuracy, completeness or timeliness of the data they provide and are not liable for
any damages relating to this data. The third-party data may not be further redistributed or used without the relevant third-party’s consent. Sources for index data
include: Bloomberg (www.bloomberg.com), FactSet (www.factset.com), ICE (www.theice.com), FTSE Russell (www.ftserussell.com), MSCI (www.msci.com) and
Standard & Poor’s (www.standardandpoors.com).
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U.S. TREASURY MARKET ENTREPRENEURIAL
DRIVEN, CLIENT FOCUSED

Maturity Yield MTD YTD MTD YTD
2-Year 2.72% +38 +198 0.53% -3.05% GW&K is a Boston-based
SYear 2.96% +50  +169| -202%| 7.08% investment firm with $50.6 billion
10-Year 2.94% +60 +143 4.76%  -11.29%

under management and nearly a
30-Year 3.00% +55 +109  -10.25% -20.49%

half ntury of creating long-term
Source: Bloomberg, FactSet alf a century of creating g-t o

Performance represents total returns of the Bloomberg U.S.Treasury Bellwethers Index for the maturities shown trusted client relationships

INDEX CHARACTERISTICS AND PERFORMANGE

Index h A S o] MTD YTD

Bloomberg U.S. Aggregate Bond 3.48% 6.48 49 3.79% 9.50%

U.S. Treasury 2.88% 6.48 -1 3.10%  -8.50%

Bloomberg U.S. Government Related 3.42% 5.58 54 -3.30% -8.52%

Bloomberg U.S. Corporate Investment Grade 4.31% 7.70 135 -5.47%  -12.73%

Bloomberg U.S. Mortgage-Backed Securities 3.59% 572 40  -3.51% -8.31%

Bloomberg U.S. Asset-Backed Securities 3.40% 2.28 69  -0.76%  -3.62%

ICE BofA Fixed Rate Preferred Securities 5.43% 5.58 213 -5.48% -11.82%

Bloomberg High Yield 6.98% 4.16 379 -3.56%  -8.22%

Bloomberg High Yield - BB 5.87% 4.63 273 -3.68%  -9.40%

Bloomberg High Yeiled - B 7.24% 3.73 400 -3.32%  -6.73%

Bloomberg High Yield - CCC 10.36% 3.42 711 -3.70%  -7.43%

Bloomberg High Yield BB 1-5 Year 5.53% 2.57 247  -1.86% | -5.65%

Source: FactSet
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