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Disclaimer

The information contained in the Sevens Report or this Presentation is not necessarily complete and its
accuracy is not guaranteed. Neither the information contained in this presentation or any opinion

expressed in it constitutes a solicitation for the purchase of any future or security referred to in the
presentation.

This presentation is strictly an informational publication and does not provide individual, customized
investment or trading advice to its subscribers or listeners.

LISTENERS SHOULD VERIFY ALL CLAIMS AND COMPLETE THEIR OWN RESEARCH AND CONSULT A
REGISTERED FINANCIAL PROFESSIONAL BEFORE INVESTING IN ANY INVESTMENTS MENTIONED IN THE
PUBLICATION. INVESTING IN SECURITIES, OPTIONS AND FUTURES IS SPECULATIVE AND CARRIES A

HIGH DEGREE OF RISK, AND SUBSCRIBERS MAY LOSE MONEY TRADING AND INVESTING IN SUCH
INVESTMENTS.



SEVENS REPCRT

Goals for Today’s Webinar

* Where Are We In the Economic Cycle? (U.S. & Globally)
* The Fed is Draining Liquidity — Is It Too Soon?

Rate Volatility Declining
Yield Curve Update
Corporate Bond Market Update

Where Are the Opportunities in Fixed Income?
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Where Are We In the Economic Cycle? (U.S. & Globally)

THE BUSINESS CYCLE

WHERE ARE WE NOW?
PHASE 1 PHASE 2 PHASE 3 PHASE 4

Contraction Recovery Expansion Slowdown

A
.“4

Below capacity & declining | Below capacity & growing ~ Above capacity & growing | Above capacity & declining

Relative Ranking of Assets (by average retum)

Bonds Equities Commodities Bonds
Equities Commodities Equities Commodities
Cash Bonds Bonds Cash
Commodities Cash Cash Equities
Source: G Sachs Global Investment Research
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The Fed is Draining Liquidity — Is It Too Soon?

CENTRAL BANK BALANCE SHEETS HAVE EXPANDED SIGNIFICANTLY

GROWTH OF CENTRAL BANK BALANCE SHEETS (TOTAL ASSETS - USD)

December 1999 - September 2018
$16T
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6.1% CAGR

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 Q32018
m European Central Bank (ECB) " Bank of Japan (BOJ)  m U.S. Federal Reserve (Fed)

Source: Bloomberg
Past performance is no guarantee of fture resulis. The U.S. Federal Reserve (fhe “Fed”)niztied Quan$taSive Easing (QE)in November 2008.
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Rate Volatility Declining

RATE VOLATILITY HAS BEEN INFLUENCED BY CENTRAL BANKS

MERRILL LYNCH OPTION VOLATILITY ESTIMATE (MOVE INDEX)

December 1988 - September 2018
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Yield Curve Update

YIELD CURVE IS NOT SIGNALING A RECESSION
SPREAD BETWEEN 2 YEAR AND 10 YEAR U.S. TREASURIES
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Corporate Bond Market Update

GROSS LEVERAGE: HIGH-YIELD BONDS VS IG BONDS

HY Gross Leverage IG Gross Leverage
5.0x 2.7x
4.38x 2.43x
2.5x
4.5x
2.3X
4.0x 2 1x
3 By 1.9x
1.7x
3.0x
1.5x
2.5x 1.3x

‘00 02 '04 06 08 10 12 14 "6 '18 '92 '94 '96 '98 '00 '02 '04 '06 '08 '10 '12 '14 16 '18

FORINSTITUTIONAL USE ONLY. NOTFOR PUBLIC DISTRIBUTION.



SEVENS REPCRT

Corporate Bond Market Update

HIGH-YIELD BOND MARKET SIZE OVER TIME

TOTAL PAR AMOUNT OUTSTANDING

$1.400,000
* The size of the BAML HY Index has declined 9.7%, or

~$134 billion fromit's $1.38 trillion peak in March 2016
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Source: Standard & Poor's Leveraged Loan Commentary and Data. Data twough Ociober 2018, High-yield bonds are represenied by the |CE BofAML US High Yield Constrained Index (HUCD). This chart is for lusative purposes only and not indicative of any fund.
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Where Are the Opportunities in Fixed Income?

YTD TOTAL RETURN COMPARISON

Range 12/29/2017 = 11/27/2018 = Period [RELN - Nea. of Period 3332 Day(s) Table
Security Currency Price Change Total Return Difference Annual Eq
] SPBDAL Index 3.35% 3.35% -- 3.68%
I HUCO Index
)] MOAO Index
Bl LBUSTRUU Index
] COAO Index

A Laveraged Loan Total Ref
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