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We observe a return to more dovish monetary policy
is providing support for credit markets

Today’s macroeconomic backdrop has changed notably from the start of 2019.

After a strong first quarter, the US economy has weakened, highlighting a ‘ e\ .

slowdown in momentum. In response, the Federal Reserve’s (Fed) rhetoric has
become increasingly dovish and we believe markets are pricing in 3 to 4 rate cuts
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markets. 3

Preemptive global central bank positioning, combined with lower interest rates
have resulted in a very bullish market for credit, with credit spreads tightening . . . .
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Nevertheless, going forward, we believe future performance is likely to depend
on the magnitude of the global economic slowdown and how aggressive monetary
policy will be in response. At the same time, in our view we are continuing to
move nearer the end of the credit cycle and central bank actions are resulting in
a lower for longer period for rates.

The amount of negative yielding debt has reached a new high, and investors
continue to be yield hungry with inflows returning to the higher yielding
segments of fixed income. ¢ While credit spreads have experienced significant
narrowing this year, we can envision relatively tight spreads going forward so
long as the market believes the economy will improve later this year. If economic
data comes in exceptionally weak over the next three months, we believe
spreads are too narrow today.
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https://www.federalreserve.gov/newsevents/testimony/powell20190710a.htm

2. https://traderscommunity.com/index.php/economy/1443-european-manufacturing-sector-outlook;
https://tradingeconomics.com/france/gdp-growth

3. https://www.bloomberg.com/news/articles/2019-06-11/ecb-s-rehn-says-toolkit-still-includes-rate-cuts-and-more-ge

4. ICE BofA Merrill Lynch Global High Yield Index (HWOC), ICE BofA Merrill Lynch Global Corporate Index (GOBC), as at 15 July
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Important Information

This document has been produced for information purposes only and as such the views contained herein are not to be taken
as investment advice. Opinions are as of date of publication and are subject to change without reference or notification to
you. Past results do not guarantee future performance. The value of investments and the income from them may fall as well
as rise and is not guaranteed and investors may not get back the full amount invested. Opinions and statements of financial
market trends that are based on market conditions constitute our judgement as at the date of this document. They are
considered to be accurate at the time of writing, but no warranty of accuracy is given and no liability in respect of any error
or omission is accepted. Certain information contained in this document constitutes forward-looking statements; due to
various risks and uncertainties, actual events may differ materially from those reflected or contemplated in such forward-
looking statements. Nothing contained in this document may be relied upon as a guarantee, promise, assurance or a
representation as to the future. Certain information contained herein is based on data obtained from third parties and,
although believed to be reliable, has not been independently verified by anyone at or affiliated with Muzinich and Co., its
accuracy or completeness cannot be guaranteed. Muzinich & Co referenced herein is defined as Muzinich & Co., Inc. and it’s
affiliates. In Europe, this material is issued by Muzinich & Co. Ltd., which is authorised and regulated by the Financial
Conduct Authority. Registered in England and Wales No. 3852444. Registered address: 8 Hanover Street, London W1S
1YQ. Muzinich & Co. Ltd. is a subsidiary of Muzinich & Co., Inc. Muzinich & Co., Inc. is a registered investment adviser with
the Securities Exchange Commission.

Index Description

GOBC - The ICE BofA ML Global Corporate Index tracks the performance of investment grade corporate debt publicly issued in
the major domestic and eurobond markets. Qualifying securities must have an investment grade rating (based on average of
Moody’s, S&P and Fitch), have at least one year remaining term to final maturity as of the rebalancing date, at least 18
months to maturity at point of issuance and a fixed coupon schedule.

HWOC - The ICE BofA ML Global High Yield Constrained Index contains all securities in The ICE BofA ML Global High Yield Index
(HWO00) but caps issuer exposure at 2%.

EMCL - The ICE BofA ML US Emerging Markets Liquid Corporate Plus Index tracks the performance of the U.S. dollar
denominated emerging markets non-sovereign debt publicly issued in the major domestic and eurobond markets. Qualifying
issuers must have risk exposure to countries other than members of the FX G10, all Western European countries, and
territories of the U.S. and Western European countries.

You cannot invest directly in an index, which also does not take into account trading commissions or costs.
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