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“Spring is the time for

plans and projects.”

Leo Tolstoy, acclaimed Russian writerin his novel
“Anna Karenina”(1878)




Pivot Toward

Policy Easing
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Synchronized Policy Easing Beganin Q1 2024

The Swiss National Bank (SNB) became the first advanced economy central bankto cut ratesin Q1
2024, commencing a new cycle of synchronized global policy easingin the yearahead. Other major
central banks - includingthe Fed, ECB, BOE and BOJ - were more dovish than anticipated during the
first quarter.

Monetary policy expectations for G20 economiesin 2024

O 2024 policy easing expected

Source: (1) Bloomberg. WIRP. . 2024 pOlle t'g hter” ng
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Market Converged with the Fed in Q1

After initially pricingin 2024 rate cuts at more than double Fed forecasts at the beginning ofthe
quarter, market expectations converged with the Fed as Q1 progressed (and are now modestly more

hawkish).
Market implied total 2024 Fed rate cut expectations, bps

Jan 2024
175 168 bps

Nov 2023:
83 bps

Apr 3, 2024:
70 bps
Fed 2024 total rate cut

50

Nov-2023 Apr-2024

Source: (1) Bloomberg. Data as of April 3, 2024.
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Global 10 YrYields Modestly Wider (Q1 2024) %

Rates moved higheracross much ofthe G10 as central banks largely delayed the pivotto easing

Change in global 10 yearyields in Q1 2024
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Source: (1) Bloomberg. Datathrough March 31, 2024.
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UST Yields Modestly Wider (Q1 2024)

Rates moved higheracrossthe US treasury curve as GDP surprised to the upside, labor markets

L=

remained resilientand inflation stayed elevated driving less hawkish expectations forthe Fed this year.

Change in UST rates in Q1 2024

3 months
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Source: (1) Bloomberg. Dataas of March 31, 2024.
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Cyclically Bullish UST Yields

While UST rateswidenedin Q1, they are still substantively lowerthanthe peaks of Q4. MUFG's US
Rates Strategist, George Goncalvesis forecasting 10 year UST yields to resume their Q4 2023 rally
and reach new cyclicallows by Q3 of this yearas the Fed beginsits easing cycle.

10 yearUST

5.0%

Oct 1:
4.57%

MUFG
Q4 '24:
Q3 '24: 4.00%
3.93% 9
- D _ &
SN U7 Q4 '24.
(-70 bps) +43 bps o 3 879
Q3 '24: C n r‘;
3.6% - 3.75% onsensus
Oct-2023 Dec-2023 Mar-2024 Jun-2024 Sep-2024 Dec-2024

Source: (1) Bloomberg. Data as of April 1, 2024.
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Resurgent Risk-on

Sentiment
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Resurgent Risk-on Sentimentin Q1

Annual and Q1 relative total returns, USD markets

S&P 500 S&P 500 S&P 500 S&P 500 S&P 500 S&P 500

S&P 500
31.5% 18.4% 28.7% 26.3% 10.6%

13.7% 22.3%

S&P 500 EM Sov EM Sov
12.0% 10.0% 2.8%

S&P 500
1.4%

S&P 500 S&P 500
(4.4%) (-18.1%)

EM Sov EMSov  EM Sov
(-4.6%) (-2.6%)  (-18.3%)

Source: (1) CreditSights. Bloomberg. Data as of March 31, 2024. BAML, S&P LSTA. Bloomberg EM Sov is USD EM Sovereign BBB & lo werindex.
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USD Corporate Credit Outperformedin Q1

Against a backdrop of a “soft landing” forthe US economy and policy transition signals from the Fed,
HY outperformed IGin Q1 2024, while US dollar credit markets outperformed Euro and global
counterparts.

Global credit market total returns (Q1 2024)

BE= US Preferreds 4.5% = USIG (-0.1%)
L= Us ccC 3.2% = LD A e
E US Leveraged loans E U Munis SO
= US Comvortiblos - Euro Aggregate Bonds (-0.3%)
f ® Japan Government Index (-0.4%)
"3 Global HY Credit - Pan-Euro Aggregate Bonds (-0.4%)
- Pan-European HY Credit E UsS AA (-0.6%)
@EM USD Aggregate Debt (L3 ] Euro Government Index (-0.7%)
E US HY E US Aggregate Bond Index (-0.8%)
= RE - E US Treasuries (-0.9%)
- E US Mortgages (-1.1%)
L= US T-Bills 1.3% = N e
E USBB 1.1% :,::; UK Government Index (-1.9%)
BE= US BBB 0.2% fj Global Aggregate Credit (-2.1%)

Source: (1) Bloomberg. Dataas of March 31, 2024.
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Global Equities Tested Record Highsin Q1

A propitious macro backdrop (strong economy, dovish central banks) re-energized risk-on sentiment

in Q1, propelling global equity marketsto new record highs.

Global equity market performance (Q1 2024)

L Nikkei Japan) 21.4%
® TOPIX (Japan) 18.0%

TWSE (Taiwan)

- Euro Stoxx 50

(= S&P 500 I 10.6%

B DAX (Germany) 10.4%

BE= NASDAQ 9.3%

B B cAC 40 (France) 9.0%

@ MSCI World 9.0%

B MOEX (Russia) 8.4%

- Euro Stoxx 600 7.8%

I*I TSX (Canada) 6.6%

E Dow Jones 6.1%

Source: (1) Bloomberg. Dataas of March 31, 2024.
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Historic5-Month Run for S&P 500

il

The S&P 500 was up over 10% in the first quarter of 2024, recording its 10t best 5-month
performancessince 1940, up more than 25% over the 5-month period.

S&P 500 top ten 5-month returns

35.4%
34.3% 33.7% 32.9%

31.3%
I I |

Aug 2020 Jul 2009 Jan 1999 May 1975 Dec 1982 Feb 1975

Source: (1) Bloomberg. Dataas of March 31, 2024. NASDAQ Market Intelligence.
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S&P 500 Gains Broadenedin Q1

Compared to narrow tech sectoroutperformance in 2023, S&P 500 gains were more broad-basedin
Q1 2024, with nearly 85% of S&P 500 stocks currently trading above their 50 day moving average.

Every subsector, exceptreal estate, posted positive returnsin Q1 with communications, energy and [T
leading the way.

S&P 500 industry sector performance (Q1 2024)

Comm. Services 15.8%

Energy 13.7%

IT 12.7%

Financials 12.4%

Industrials 11.0%

S&P 500 10.6%

Materials 8.9%

Healthcare 8.9%

Consumer Staples 7.5%
Consumer Disc. 5.0%
Utilities 4.6%
Real Estate (-0.5%) .

Source: (1) Bloomberg. Data asofMarch 31,2024.
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Resurgent QOil Prices, Lower Nat Gasin Q1

US natural gas prices posted theirlongest losing streak since 2020 as March marked its fifth monthly
loss for futuresin a row. QOil prices, conversely, strengthened on the quarterdue to ongoing concerns
over Middle East supply given both geopolitical tensions and expectations for continued OPEC+
supply discipline.

Global commodities performance (Q1 2024)

Palm Oil - 18.1% Diesel 1 0.7%
WTI 16.1% Aluminum (-1.9%)
Brent 13.6% Industrial Metals (-2.0%)
Gasoline 13.4% BBG Agriculture Index (-4.2%)
C -6.29
Jet fuel 9.6% o 6.2%)
Soybeans (-7.9%)
Gold 7.0%
Palladium (-7.9%)
Silver
Grains (-9.2%)
Copper Wheat (-10.8%)
Heating oil Euro Natural Gas (TTF) (-15.5%)
Nickel Steel (-17.3%)
BBG Commodity Index US Natural Gas (-29.9%)

Source: (1) Bloomberg. Dataas of March 31, 2024. WSJ, “Natural Gas Hasnt Been This Cheap in Decades”. MUFG Commodities We ekly (Ehsan Khoman). Allvalues
are price change. Commodities Index and Agriculture Index are total return.

Propitious Momentfor Markets/ APR2024/ page 18



US Dollar Remained Strongin Q1

The US Dollar continued its outperformance in Q1 as US economicdata remained strong and markets
re-priced the timingand magnitude of 2024 Fed easing. Elevated geopolitical risk also continued to
drive intermittent flights to quality. Conversely, the Yen continued its streak as the worst performing
G10 currency in Q1 asthe BoJ's dovish policy shift continued to weigh on the currency.

Currencies performance vs. USD (Q1 2024)

E USD Index -3_1% == Danish Krone (-2.3%)
I~’=‘I Mexican Peso - 2.5% Brazilian Real (-3.3%)
— Indian Rupee (-0.2%) Australian Dollar (-4.3%)

:,: :; British Pound (-0.8%) New Zealand Dollar (-5.4%)
@ EMFX Index (-0.9%) Swedish Krona (-5.5%)
Chinese Renminbi (-1.7%) : : Norwegian Krone  (-6.0%)
I*I Canadian Dollar (-2.2%) H Swiss Franc  (-6.7%)

- Euro (-2.3%) 9 Japanese Yen (-6.8%)

Source: (1) Bloomberg. Dataas of March 31, 2024. Allvalues are total return forthe month except commodities and currencies, which are price
change. Commodities Indexand Agriculture Indexare total return. MUFG FX March 2024 Monthly Outlook (Derek Halpenny).
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Spread & Yield

Tightening
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Corporate Credit Offering “Generational” Yield Opportunity

Despite declining since early 2H 2023, corporate bond yields are still offeringinvestors a
“generational opportunity”to lock-in attractive coupons, as well as cushion to weather potential
volatility in the months ahead.

USD IG & HY indexyield to worstand S&P 500 dividend yield

o0 2021 2022 2023 Q124

HY:
7.84%

1G:
5.42%

1.6% 1.6% 1.5%  1.44%

0%
Dec-2020 Apr-2024

Source: (1) Bloomberg. Data asofApril 3, 2024. Average yield is Bloomberg US Agg Corporate Yieldto Worst. S&P 500 dividen dyield is best dividend yield fo rward.
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Corporate Credit Offering “Generational” Yield Opportunity

Yield differentials between corporate creditand S&P 500 dividends are at theirwidest level in 15
years, offering yieldsnearlydouble theirrecent 5 year average. Corporate and benchmark UST yields
are outpacing dividendyields for every sector of the S&P 500.

S&P 500 dividend yields by sector
HY index yield: 7.84%

3.53% 10 year UST: 4.36%
3.40% 3.05% 2 82% y

1.83% 1.61% 1.60% 1.50% 1 379
. 0.75% 0.69% 0.69%
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Source: (1) Bloomberg. Data as of April 2, 2024. Dividend yields are Bloomberg trailing 12 month dividend yields.
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USD Credit Spreads at Historically Tight Levels

USD credit spreadstightened across every rating classin Q1 2024, though particularly in highyield.
The IG creditindexis nearitstightestlevels since November2021 and less than 15 bps from its
tightestlevel in 19 years.

USD creditspreadsin Q12024

IG index (-9 bps)

AA (-4 bps)

A (-8 bps)

BBB (-11bps)

HY index (-24 bps)

BB (-17 bps)

B (-44 bps)

CCC (-59 bps)

Source: (1) Bloomberg. Dataas of March 31, 2024.
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USD Spreads Traded Further Below LT Avg in Q1

Economic outperformance (vs. global peers and consensus expectations) helped |G and HY spreads
tightensharply in Q1 2024, contrary to consensus expectations formodest widening. Spreads today
remain extremely tight vs. long-term averages.

USDIG OAS USDHY OAS

GFC peak: GFC peak:
618 bps 1,971 bps

500 /I7 1,200 L7
7 A

Historic recession

threshold: 800 bps

Historic recession

threshold: 250 bps

LT avg: 150 bps LT avg: 525 bps

299 bps

90 bps
40 150

1989 1998 2006 2015 2024 1994 2004 2014 2024

Source: (1-2) Bloomberg. Data as of March 31, 2024.
Propitious Momentfor Markets / APR2024/ page 24



Investor Risk Appetite Deepenedin Q1

Single Bto BB USD corporate credit spreads tightened to theirlowest levelsin morethana decadein
Q1 2024, signaling higherinvestorrisk appetite in 2024 following the economy’s resilience to the Fed
tightening cycle.

USD corporate B-BB spreads

300
250
200
Q1
150 0024
100
82 bps
50
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Source: (1) Bloomberg. Data as of March 31, 2024.
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Broad-Based HY Spread Tightening in Q1

A dearth of HY primary supply in 2022 and 2023 left investors hungry foryield producing assets. With
a return of issuance in 2024, investors have driven a technicaltighteningin spreads. HY spreads today
are closeto theirtightest levels since December2021.

ChangeinHY spreads by sectorinQ1 2024

Insurance
Telecom

Banks
Transport
Utility

Media

Retail

Capital Goods
Industrials

HY Index
Financials
Consumer Prod
Consumer Goods
Tech

Real Estate
Basic Industry
Services
Energy
Healthcare
Auto

I +87 bps
I +86 bps

P +34 bps

(-3 bps)

(-10 bps)

(-11 bps)

(-19 bps)

(-20 bps)

(-25 bps)

(-27 bps) NN

Tighter (-29 bps) T
(-36 bps)

spreads 5 bps) M
(-43 bps) T

(-49 bps) F

(-49 bps) FE

(-49 bps)

(-54 bps) FEEEEE

(-55 bps) FEE

(-71 bps)

Source: (1) Bloomberg. Datathrough March 31, 2024. |FR.
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MUFG Expects USD Spreadsto Remain Tight

While our base case scenario forUSD IG and HY spreads pointto modest wideningin 2024, MUFG's
outlook for corporate credit spreads remainsvery constructive by the standards of USD credit markets

historically.
2024

Scenario analysis for 2024 credit spreads
Base Case

Soft Mild Recession/ Hard

Landing Stagflation Landing

90 bps 85 - 120 bps 95-140bps | 100-180bps
|G Index (Bloomberg OAS)
94 bps 100 bps 130 bps 200 bps
(ICE BofA OAS)

299 bps 250-350bps | 340-490bps = 340- 640bps

(Bloomberg OAS)

HY Index

315 bps 350 bps 500 bps 750 bps

(ICE BofA OAS)

Source: (1) George Goncalves (Head of MUFG US Macro Strategy), Andrew Myers & Bill Matthews (MUFG credit desk analysts), Glen n Schultz(MUFG quant analytics
team). CreditSights, “US IG & Leverage Finance 2Q24 Outlook: Defying Gravity” (March 2024).
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EUR Market Technicals Very Strong in Q1

Though rate volatility drove EUR creditspreads marginally widerin Q1 from the lows of 2023, investor
risk appetite nonetheless remained strong as beta compression and flat curves underpinned market
dynamics. Investors continuedto chase higheryielding securities, and investor engagement
remained high, as evidenced by the more than $15 bn of netinflows into the marketin Q1.

EUR corporate spreads, bps EUR corporate spread differentials, bps
125 60
€ Corp BBB-A:
A 31 bps
63 bps P
€ Corp
AA: AAA:
48 bps S
> 15 bps
0 0
Jan-2023 Mar-2024 Jan-2023 Mar-2024

Source: (1-2) Dealogic. Bloomberg. Dataas of March 31,2024.
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Australia Bank Spreads Tightened in Q1

AUS majorbank spreads (the benchmark forthe A$ credit environment) had a strong startto the year,
grinding tighter over Q1. Corporate credit spreads also moved tighterin the quarteras some primary
corporateissuers were able to price through older, illiquid outstanding curves.

Australian majorbank credit spreads, bps

110 ,

90 Major
Bank
Senior 5Y:
88 bps

Major
Bank
Senior 3Y:
70 73 bps

Jan-2023 Mar-2024

Source: (1) Dealogic. Bloomberg. March 31, 2024.
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Solid Price Progressionfor A$ Corporates

Price progression of corporate transactions has been notably strongerover Q1 2024, with average

price progression of (-18 bps) vs. (-7 bps) over 2023.

,bps
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Source: (1) MUFG. Bloomberg. Data as of March 31, 2024.
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Asia Ex-Japan Spreads Tightened in Q1 .

Issuers continuedto lock-in competitive borrowing costs as credit spreads remained relatively tight

across the Asia Ex-Japanregion. However, elevated benchmark UST rates did dampen more
opportunisticsupply vs. historical levels.

iTraxx Asia Ex-Japan spread index, bps Benchmark regional issuers credit spreads

250 250
EXIMBK 33s:
102 bps 115 bps
.MM\ Philip 33s:
76 bps
0 0
2015 2024 Jan-2023 Mar-2024

Source: (1-2) Dealogic. Bloomberg. Dataas of March 31,2024.
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Historic USD New

Issue Volumes
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Resurgent USD New Issue Marketsin Q1 2024

Historic Q1 USD bond issuance volumes exceeded even our high expectations forthe quarter, with IG
setting a new Q1 record above the $500 bn threshold,and HY issuance more than doubling on the
quarter(y/y). Key drivers ofthe accelerated issuance pace included an attractive macro backdrop
(economy, central bank policy), robust corporate fundamentals and deal activity (M&A rebound, cash
balances, earning recovery), a strongtechnical bid from investors foryield,and a desire to “get
ahead” of a potentially complex geopolitical and US election environment.

USD IG new issue, tn USD HY new issue, bn
$2.0 $500
+33% yly
+118%yly
& o
2024
$540 bn 4 Q1
2024
I$84bn
$0.0 $0
Ln O N~ [e0) o~ o — N [s2] ™ < n O ~ [e0) o~ o — N o™ (92) <
o O o O

Source: (1-2) CFR. DataasofApril 1, 2024.
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LargestQ1 IG Bond Issuance on Record

Investment grade corporates issued a record amountof USD IG bondsin Q1, issuing over $500 bn
yearto date. Q12024 was the largest first quarter of IG issuance on record, the second largest
quarterever, and thefirst Q1 period to exceed $500 bn of issuance. To date, USD IG markets have
already issued 40% of MUFG's full year 2024 volume projection of $1.35 tn.

Alltimelargest Q1 USD IG issuance, bn

Largest Q1
on record
(First Q1 > $500 bn)

el $492 469  $463 $500 bn threshold

$405 $393
$358
Q1 Q1 Q1 Q1 Q1 Q1 Q1 Q1 Q1 Q1
2024 2020 2022 2021 2023 2017 2016 2018 2015 2019

Source: (1) CFR.DataasofApril 1, 2024.
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HY Volumes Reach Highest Level Since 2021

Following depressed newissue volumesin 2022 and 2023, issuers returned to the marketin 2024 as
the Fed pivoted toward policy easingand benchmark UST yields and spreadsrallied lower. While Q1
issuance skewed to the higherend ofthe market (BB), CCC paper returned to the marketin January
forthe firsttime in seven months. In BB, markets priced a coupon below 6%, the best execution since

August 2022.
USD highyield quarterly volume, bn

$160
Q3
2021 Q1
2024
$84 bn
YO I O O O F B
$0
2018 2019 2020 2021 2022 2023 2024

Source: (1) CFR.DataasofApril 1, 2024.
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MUFG 2024 New Issue Forecast

In December, MUFG made an out of consensus call for2024 |G issuance to increase over 10% year-
over-year. Aftera record January, February and Q1 we maintain our current forecast as we expect the
pace of issuance to decelerate ahead of US electionsin late 2024.

MUFG USD IG new issue forecast MUFG USD HY new issue forecast

+11%y/
y 4 $225 bn
$1.35tn
$1.22tn +30%yly
I $174bn
2023 Actual 2024 Forecast 2023 Actual 2024 Forecast

Source: (1-2) MUFG Capital Markets.
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Surging US Leveraged Loan Marketsin Q1

Opportunistic deal flow picked upin the leveraged loan market in March aftera dip in February with
$108 bn of total deal activityin March alone, the second highest readingin three years, bringing the
total for Q1 to $325 bn. A total of $151 bn, or roughly 11% of the $1.4 trillion loan asset class, has
been repriced so farin 2024.

US leveraged loan quarterly volume, bn
400

Q1 2024.
$325.4bn

Non-refinancing
issuance:
$56 bn

Extension:
$33 bn

200 Refinancing:

i
I I $86 bn
I Bl
[ | N I Repricing:
I | I I I I II I $151 bn
HILHT ||I|| 1 .||| |

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Source: (1) Pitchbook. Data through March 31, 2024. Extensions and repricings reflect deals do ne via anamendment process.
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Robust Non-Dollar

Financing Markets
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Robust EUR & GBP Issuance Volume in Q1

EURissuance surged morethan 30%in Q1 as
investors moved quickly to take advantage of
attractive market conditions and issuers pre-

funded ahead of a less certain 2H geopolitical
outlook. Notabletrendsinthe quarterincluded:

(1) yield-seeking investorinflows of $1

5bnin

Q1; (2) improved investorrisk appetite with

notable durationbidin 11-20yearran

deal over-subscription rates higherat 4x; and (4)

tight NICs in mid-single digits.

EUR volumes, EUR bn

€ 500

Q1: +31%yly

ge; (3)

€0
2017 2018 2019 2020 2021 2022 2023

Q1 Q1
2023 2024

Source: (1-2) Dealogic. Bloomberg. Dataas of March 31,2024.
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While GBPissuance volumesin Q1 were only
marginally higher(+1%), lighter supply has
contributedto a persistent grind tighterin
secondary spread levels. More than 50% of
Q1 supply came from the utility and property
sectors. Aside from a few outliers, NICs
remained tightinthe 5-10 bps range.

N mGBP volumes, GBP bn
™

£40

Q1: +1%yly

£8.4 bn

2017 2018 2019 2020 2021 2022 2023) QI Q1
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Strongest A$ Q1 Issuancein 8 Years

Q1 2024 was the strongest ASMTN issuance in 8 years. Strong creditfundamentals, record
orderbooks, and a tight spread backdrop drove a 70% increase in year overyearissuance. Fl issuance
increased 57% y/y while corporate issuance increased a robust 270%. Looking ahead, issuance
volumes are expected to remain healthy, butissuers should look to front load funding giventhe

conducive credit backdrop.
AS$MTN issuance volumes, AUD bn
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Source: (1) MUFG. Bloomberg. Data as of March 31, 2024.
Propitious Momentfor Markets / APR2024/ page 40



Uptick in LongerDuration A$ Issuance

In Q1 2024, yield focused investors drove a bid forlongerdurationissuance. Almost 60% of financial
institutionissuance wasin the 5 year part of the curve while almost half of corporate issuance was in
the 7-10 year+ part of the curve.

Financial institutions transaction by duration Corporate transactions by duration
100% 100%
10+ yrs
7—10yrs 10+ yrs
58%
7-10 yrs
5-6yrs y
5-6yrs
28%
3-5yrs
3-5yrs
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2018 2019 2020 2021 2022 2023 2024 2017 2018 2019 2020 2021 2022 2023

Source: (1-2) Dealogic. Bloomberg. Dataas of March 31,2024.
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Asia Ex-Japan Issuance Lower on China Decline #

In Q1 2024, Asia Ex-Japan (AEJ) primary issuance declined justover 10% from the prior year. The
largest decline in primary supply came from China where slower economicgrowth and lower
outbound M&A have reduced funding needs. Regulators reducing the RRR has alsoincreased
onshore liquidity. Looking ahead, 2024 volumes are expected to surpass 2023 volumes as China M&A

and issuancerebound.

Asia (ex-Japan)issuance volume, USD bn
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Source: (1) Dealogic. Bloomberg. DataasofMarch 31,2024.
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Korea & India Increase Share of Regional Supply “#

There was a notable uptickin Q1 issuance from Korea and India as investors take a constructive view
on these economies and relatively tight credit spreadsspurborrowers to access offshore liquidity.
Issuance from Korea represented almosthalf of Asia Ex-Japanissuancein Q12024 vs. just 34%in Q1
2023. Similarly, Indiaincreased its share of AEJ issuanceto 10% in this yearvs. just 4% last year.

Asia Ex-Japan primary supply by jurisdiction, USD bn
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