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Actual 1m ahead 1Q24 2024 IQ2z4 4024
S-Feb S-Mar 31-Mar S0-Jun S0-Sep 31-Dec
Rates (%)
Effective funds rate 5.33 5.35 5.35 5.10 450 4.10
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—
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I -:— z ) E S-yr Treasury 428 425 3.95 3.70 3.40 3.20
B2
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Lo
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GS : 3.5-4.25%
JPM : 3.5-4% MS : 3.75-4.5%

MS : 3.75~4.5% 2 5 o

1Q24 2024 3024 4Q24 1024 Q2 3Q24 4Q24 1024 2024 3Q24 &Q24 1024 2024 3Q24 4Q26

M L : 4-4. 5 % us 465 440 405 370 433 415 400 3.5 435 4.20 408 395 458 450 445 440

ML : 4-4.5%
12504 [2En | M5 18 nmns | 7204 || 18 - m2s Spot 24 Mar

INnterest rates

Fed Funds 533 S5 25-550 SO-5 25 4 FE-S0D 4 504275
Fed Efective Rate 533 =38 513 4885 455
Z2-%ear T-No= 4= 4TS 4 50 425 L Oy
S-ear T-HNoos 2412 4 500 4.2 4325 415

9 T O-Year T-Nobe 215 S 20 A4 =50 425 425
=0 ear T-Bond L 2= A4 70 455 455 475

BERIAE - ZHEELL - 202402 ¢ HooiS(EELIE



Y JPM(H=1E) « GDP_LfE - CPIL1E

T0FEREENZHRE3.5-4% - 2Q24F 18R - KRR - MFEARFIREH

——— T

% change over year ago % change over year ago . I
change over year ago change over year ago
Area (A5 2004 005 b (1024 2024 3024 40M4 1025 205 3025 4025 )
i St Area 4 2023 2024 2025 » | 4 1024 2024 3024 4024 1025 2025 3025 4025 b
v
Real GDP 26 16 15 Q6 20D 07 09 14 17 19 v United States
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30-yr UST 418 418 4.20 415 415 415 Effective funds rate 533 535 5.35 510 460 410
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2-yr Treasury 4.49 445 420 3.90 3.50 3.25
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25 35 bs 75 105 205 30s 5y TIPS 10y TIPS 30y TIPS 2y FRN Total

Jan 24 60 52 6 4 337 13 2 18 28 331

Feb 24 63 54 64 42 42 16 25 10 28 344

Mar 24 6 56 67 43 3. 13 22 16 28 350

Apr 24 69 58 70 44 2 13 2 23 30 368

2 4£ = §ﬁ Fé fﬁ* Eﬁi 23 May 24 9 58 70 44 42 16 25 16 28 368
P Piprappit Jun 24 9 58 70 4 2 13 2 21 28 364
= ,“’] 1 B E Jul 24 69 58 70 4 3. 13 2 19 30 364
Aug 24 69 58 70 44 42 16 25 9 28 361

Sep 24 69 58 70 44 39 13 22 17 28 360

Oct 24 9 58 70 4 39 13 2 23 30 368

Nov 24 69 58 70 4 4 16 25 17 28 369

Dec 24 69 58 70 4 2 13 2 21 28 364

Total 810 684 822 522 478 168 275 88 103 19 342 4311

2022 | 549 510 561 435 415 161 240 82 94 17 286 3350

Diff. 61 174 261 & & 7 35 6 9 2 56 961
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Exhibit 1: Private investors will have to absorb the highest notional coupon ~ Exhibit 2: Money funds bought over $1tn UST in 2023, but lower bill issuance,

supply on record this year slowing AUM growth and RRP depletion should mean less buying in 2024
Net coupon supply to public by quarter; shaded region indicates Fed secondary market ~~ MMF ownership of US Treasury securities over time, by type
purchases
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Exhibit 18: Probability of rate cuts through December
2024 FOMC meeting
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Chart 3: US 10y Yield - Daily Chart Figure 4: The 10-year note tries to bounce from the 4.335% 100-day moving average after the CPI sell

A double bottom pattem fias developed over the ast three months: Above 4.20% would confim tand suggest upside 10 4 504 60%. This base looks possible off through 4.195-4.20% Jan-Feb range support. While bearish momentum stays in gear behind that

provided ield remains ahove the 50 ShAA a4 10%. While the 50 SMA crossed el the 2006 ShA on February 1 2t 388%,the down racio was not stongly in pattern break and other resistance at 4.02-4.12%, we ultimately expect the bond market to find its
favor of loweer yield. footing and bullishly reverse in the days/weeks ahead
Vield support: 411,400,391 3.78-3.81,350, 3.26. Yield rasistance: 420 429,440,455 10-year note yield, daily bars: %
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Exhibit 4: Base-case total return estimates next-12m Exhibit 5: Scenarios for total returns next-12m

Crloss = defaults * pct drop in price to recovery = 3.0% * (43-62)/62 Columns on the left: scenarios for HY defaults, 10yr UST yields, and HY OAS
Starting point in price shown among likely default candidates Base-case in the center row; 90% likelihood autcomes: +/-2 steps up/down

10yr USIG USHY  BSL CLOs 10yr USIG USHY  BSL CLOs
Current OAS 99 336 459 289 DR 10y 0AS Scenarion12m returns
Target OAS 130 45 43 3% 05% 50% 250 1% 22% 104%  139% 105%
Distance to target 3l 89 0 4 09% 48% 279 01% 30% 99% 128% 98%
Current benchmark rate 433 432 5.38 13% 47% 308 15% 37% 93% 116% 91%
Target benchmark rate 403 354 413 18% 45 338 28% 44%  86% 104% 84%
Distance to taget 3 78 125 226 A4 X1 .42k o06  B0% 33k IT%
Target default rate (DR) 00% 30% 50% 00% 26% 42% 3% 2% 5% 73% Bl1% 6%
Default candidates price 792 619 62 792 30% 40% 425 6% 58k 65% 6% 6.2%
Recovery rate 643 432 134 643 34% 3% 41 80% 6.2% 5.1% 54%  5.0%
Credit loss (CrLoss) 0 0] 151 0 38 38% 517 90% 60%  37% 380  37%
Target downgrade ate 306 3% 80% -30% 366 %3 e ok R
Dnga s oo Sw e 4 W Sw | A% 06 0
curent W ool 0 88 o SS%  33% 700 | I33% 4T% | 1%  26% -14%
Base @se n12m return 69% 58% 65%  69% 62%

Source: BofA Global Research

Source: BofA Global Research; CLOs: average for As/BBBs segments BafA GLORAL RESEARCH

BofA GLOBAL RESEARCH

ERIIR: ML 20240216



Exhibit 1: We expect March supply in $130 - $140bn range Exhibit 2: 1G supply performance was strong in February

That would be higher than the prior record for the calender month of 155bn st in 2023, Net new issue performance (new issue concession less break
performance) improved to +1.9bps so far in February from +5.5bps in

January.

= 300
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— o o
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Source: BofA Global Research

Roff GLOBALRESEARCH  Source: BofA Global Research
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