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o

THE FED BOOSTS CREDIT PURCHASES

STRATEGY TEAM

o The Federal Reserve increases its support to the US
economy with additional measures to provide up to
$2.3 trillion;

e The Fed includes fallen angels—investment grade
bonds recently downgraded to junk bond status—
and high-yield ETFs to its corporate bond program;

e The combined size of its primary and secondary cor-
porate purchase program will reach $750 billion;

e These measures are in line with our recent tactical
asset allocation decisions, including the overweight
of investment grade bonds.

Primary and Secondary Market Corporate Credit Facility:
The Federal Reserve increased the combined size of both facili-
ties to $750 billion—respectively $500bn and $250bn—versus
$200 billion at the time of the initial announcement.

More importantly, the Fed expanded the scope of its purchases
to high-yield corporate bonds ETFs and fallen angels—
issuers with an investment grade rating as of March 22, 2020
and subsequently downgraded to no less than BB-/Ba3. While
the Fed will not buy the most distressed securities of the high-
yield fixed income universe, these measures will help reduce
tension in this market. The Fed also expanded collateral to
commercial mortgage-backed securities in the Term Asset-
Backed Securities Loan Facility (TALF) which provides loans to
the private sector.

Other technical adjustments have been made with respect to

THE FED BALANCE SHEET HAS NOW REACHED $6 TRILLION

issuer limits (maximum 1.5% of the potential size of both facili-
ties, maximum 20% of an ETF’s outstanding shares) as well as
leverage of the Treasury equity provided to the facilities.

Municipal Liquidity Facility: the Fed will offer $500 billion in
lending to US States, Cities and Counties. Purchased securities
should mature no later than 24 months from the date of issu-
ance.

Paycheck Protection Program Lending Facility: the pro-
gram will supply liquidity to financial institutions active in the
Paycheck Protection Program (loans to small businesses so
that they can keep their workers on the payroll).

Main Street Lending Program: the Fed will offer up to $600
billion in 4-year loans to small and mid-sized enterprises. Princi-
pal and interest payments will be deferred for one year.

Asset Allocation: The additional measures announced by the
Fed reinforce its role as the lender of last resort in all market
segments and signal the central bank’s willingness to do what-
ever it takes to respond to market dislocations, to the drying up
of liquidity and to provide enough financing for the banking and
private sector.

The expanded scope of its facilities towards high-yield bonds
should lead to a further reduction in credit spreads in particular
for the highest quality companies within each asset class.

In our asset allocation, we keep our overweight exposure to
investment grade bonds and a neutral exposure to high-yield
bonds in all currencies.

US HIGH YIELD SPREADS ARE NARROWING
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This presentation is for information purpose only and is not the result of an independent financial research. Information contained in this document has been obtained from sources
considered reliable. However, no warranty, nor guarantee is given in relation with this presentation, in particular, with regard to its accuracy or completeness. Mirabaud Asset Manage-
ment (Suisse) SA has not undertaken any legal or tax analysis related to the information contained herein. Clients should seek their own independent advice on such matters. All docu-
ments and views expressed constitute judgment as of the date of writing and may change at anytime without notice and without obligation to update. Any investment decision must be
taken on the basis of a detailed and appropriate analysis; this presentation should not be considered as the relevant information to take an investment decision. Where some funds are
described in this presentation, any investor considering a direct investment in a fund shall rely on the prospectus only. Certain transactions and products described in this presentation
might not be suitable for all investors due to the high risk characteristics or due to the ineligibility of some of them. Past performance is not necessarily indicative of current or future
results. Performance figures do not take into account any expenses related to transactions.
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