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NOVEMBER 2022 REVIEW

Fixed income markets rebounded in November on increased confidence that central
banks will succeed at taming inflation. Economic data were mixed but fundamentally

sound, supporting the prospect of a soft landing.

FED MARY F. KANE, CFA

Partner

The FOMC raised rates by 75 basis points for the fourth consecutive time while e e e e e ey

signaling that a slower pace of future hikes would soon be appropriate. The futures
market anticipates a terminal rate of nearly 5% in mid-2023, followed by two quarter-

point cuts by year end.

INTEREST RATES

The yield curve experienced a significant bull flattening, reaching levels of inversion last

seen in the early 1980s. The front end rose in response to upwardly-revised terminal STEPHEN J REPUFE CFA
Principal

rate expectations, while long rates fell on declines in both breakevens and real yields. )
Taxable Bond Portfolio Manager

CREDIT

Investment grade spreads saw their sharpest monthly decline in more than two years
despite a robust pipeline of new issues. The high yield market posted a second straight
month of positive returns, benefiting from an anemic primary calendar and a still-

benign default backdrop.

MBS

Mortgage-backed securities outperformed Treasuries, as spreads continued to retreat
from post-pandemic wides. Lower-rate volatility, a seasonal decline in originations, and
a light maturity calendar from the Fed’s MBS portfolio all contributed to a favorable

backdrop.
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CHART 1
US Treasury 2s/10s Curve
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US TREASURY MARKET
Maturity Yield MTD QTD YTD MTD QTD YTD
2-Year 4.31% -18 +3 +357 0.56%  037% -4.23%
5-Year 3.74% -49 -35 +247 2.17% 1.62% 9.34%
10-Year 3.61% -44 23 +210  3.72% 1.79% -15.36%
30-Year 3.74% -43 -4 +183 7.19%  -0.15%  -31.59%
Sources: Bloomberg, FactSet
Performance represents total returns of the Bloomberg US Treasury Bellwethers Index for the maturities shown
INDEX CHARACTERISTICS AND PERFORMANCE
Index e (Yo (ool MTD amp Y1D
Bloomberg US Aggregate Bond 4.56% 6.22 53 3.68% 2.33%  -12.62%
US Treasury 4.05% 6.16 1 2.68% 1.25% -12.01%
Bloomberg US Government Related 4.63% 5.29 57 3.16%  2.18% -10.81%
Bloomberg US Corporate Investment Grade 531% 7.22 133 5.18% 4.09%  -15.39%
Bloomberg US Mortgage-Backed Securities 4.59% 575 52 4.08% 2.59%  -11.42%
Bloomberg US Asset-Backed Securities 5.34% 2.89 103 0.99% 0.14%  -4.92%
ICE BofA Fixed Rate Preferred Securities 6.87% 5.45 202 4.20% 2.12%  -12.93%
Bloomberg High Yield 8.63% 3.90 448 2.17%  4.83%  -10.63%
Bloomberg High Yield — BB 7.00% 4.29 289 2.37% 4.78%  -10.39%
Bloomberg High Yeiled — B 8.85% 3.56 465 2.41% 5.79% 9.53%
Bloomberg High Yield — CCC 14.05% 3.33 990  0.13% 1.42% -15.53%
Bloomberg High Yield BB 1 - 5 Year 6.94% 2.54 259 1.69% 3.70% -5.17%

Source: FactSet
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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, ltem 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).




