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Sector Total Returns

Corporates lead Last Week

Corporates had the highest returns last
week with TIPS close behind.

Safer assets remain in a hole for the year.
Investment grade corporates are -2.9% and
USTs are down -3.2% for the year. TIPS have
fared better with a total return of 0.6%.

Riskier assets continue to hold the lead with
high yield +2.2% and leveraged loans
+3.1% for 2021.
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U.S. Market Sector Performance
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Sector Total Returns

U.S. Corporate Sector Performance ARBOR2%..
Total Return
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Corporates faired better last week. Utility

performed the best with a total return of 0.7% Energy
Energy is still the best performing sector year to .
date.
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Sector OAS

U.S. Investment Grade Credit Options-Adjusted Spread ARBORX™
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Industry Excess Returns — Spreads Stabilize

Energy, Finance Companies, and Communications
remain the top performers in excess to treasuries.

The chart shows three-month excess returns over
benchmark Treasuries versus weighted average
duration for Bloomberg Barclays investment grade
(ndices.

3-Month Excess Return

Industry Excess Returns
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Industry Spread Performance — Safety Underperforming

High grade spreads tightened by a basis point
or two last week, closing at the tights for the
week.

The chart shows one-month changes in index
option-adjusted spread (OAS) versus weighted
average duration for Bloomberg Barclays
investment grade indices.
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Reported Economic Data — Aggregate and Corporate Bond ETF Flows

Aggregate and Corporate Bond ETF Flows ARBOR%%:
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ETF flows into bonds declined again last week. $208
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Reported Economic Data - Economic Strength Indices

Last week saw decline in three of our
economic strength indices relative to their 1-
year average. Though this could be a sign of
slowing growth, it is also possible that, at this
time last year, the worst period for the
economy had ended and therefore the
average is higher.

Retail strength, on the other hand, has
continued to grow as consumers get out and
spend their accumulated savings.

The chart shows our Economic Strength Indices
for global industrial activity by region. ESIs
measure incoming data relative to one-year
averages.
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Real Time Indicators — Google Search Activity

Search Activity Looking Upwards ARBOR:™

4-Week Avg Searches vs. Forecasts - US thru May 31

I . SCIENCE
US Google search activity has continued

upward after falling earlier this month. Real
Estate searches have risen and are neck and
neck with Transportation. Consumer,
Industrial, and services are a just below
forecasts.

Supply chain frictions and lockdowns abroad
will continue to be constraints, but the US
economy is still chugging along in the second
quarter.
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The chart aggregates Google searches across
— Industrial
— Real Estate

several dozen categories, showing the four- ‘
week average of search activity relative to = Fimeportation
forecasts in five key sectors.
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Real Time Indicators — Mobility

Globally, Google's retail & recreation mobility is
mixed. Africa now leads the pack in mobility with
North America and the Middle East just behind.
Mobility in Europe and the Arab States is
increasing quickly but remains lower than the
baseline.

South/Latin America and Asia’s mobility have
not yet bounced back from the most recent virus
outbreaks in the regions. India and Brazil are
both still being hammered by COVID cases and
consumers are unlikely to return in full force
until their countries can better control the
spread.

The chart shows global 7-day averages of
Google’s retail & recreation mobility relative to
the pre-lockdown baseline by census region.

Retail MOblllty Climbs ngher ARBO DATA

Weekly Average Google Retail & Recreation Mobility - Countries by Region

SCIENCE

/_/ Africa

N\ /
A
W

2020-07 2021-01
— Africa — Asia & Pacific Middle east South/Latin America
region _ Arab States — Europe North America

Google COVID-19 Community Mobility Reports. https://www.google.com/covid19/mobility/ Accessed: 2021-05-31
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Real Time Indicators — Mobility

US Retail & Recreation Sustaining Recent Gains
Google Workplace Mobility - US States by Census Region

U.S. Retail Mobility has remained above baseline
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© 2021 Arbor Research & Trading, LLC. All Rights Reserved 06-01-2021 11



Scenario Analysis — Low Inflation

US Investment Grade Corporate Bonds ARBORZ%
. . . . Scenario analysis: mild to robust growth + LOW fnflation
Looking ahead, economic growth and inflation .
. . . . . . 5.0% Paper
will be major variables in the direction of US s
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uncertainty.
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Scenario Analysis — High Inflation

US Investment Grade Corporate Bonds ARBOR%
On the other hand, |f inflation is h|gh, our Scenario analysis: mild to robust growth + HIGH inflation o
projections show the biggest outperformers 20% _
being Building Materials and REITs. In either 15%
scenario, Building Materials outperforms. Lo e
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see high inflation with Tobacco performing only
a little better.
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Weekly Feature — Credit Markets Threaten to Become Interesting
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Dispersion in credit markets remain at a lowpoint
while correlation continues tot rise. Although this
makes credit less interesting for investors (there
are few stand-outs), it signals to us that credit may
be overbought. 40
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Weekly Feature — Credit Markets Threaten to Become Interesting

Alongside this, credit volatility is also unique. The
implied volatility of high yield credit is significantly
lower than investment grade, something we've
never seen to this extent the past decade.

This further points to the trend of movement into
riskier assets and may explain the popularity of
something like cryptocurrency.

For more, check out:
Credit Markets Threaten to Become Interesting

This chart shows the rolling 90-day spread of High
Yield and Investment Grade Implied Volatility.
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Issuance Recap

Weekly U.S. Corporate Issuance - Last 11 Months ARBOR22
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75 I
Primary issuance was limited last week, due *
to the holiday weekend but came in about
the same as the week prior. | | | I| I
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Issuance Recap

New Credit Issuance - Last Week ARBO DATA
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Issuance Recap

New Credit Issuance - Last Calendar Month ARBO DATA
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Contact Us

Give us a call for more information about our services and products

Ben Breitholtz — Data Scientist
ben.breitholtz@arborresearch.com

Anthony Rizzo - Data Scientist
anthony.rizzo@arborresearch.com
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