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7KH�VKDUS�GHFOLQH� LQ�7UHDVXU\�\LHOGV�ZDV�D�ERRQ�IRU�PDQ\�IL[HG� LQFRPH�LQ�
YHVWRUV�LQ������DV�WKH�)HGHUDO�5HVHUYH�³)HG´�DQG�RWKHU�JOREDO�FHQWUDO�EDQNV�
VODVKHG�LQWHUHVW�UDWHV�WR�VKRUH�XS�PDUNHW�OLTXLGLW\�DQG�ORZHU�ERUURZLQJ�FRVWV��
+RZHYHU��ZH�EHOLHYH�LW�LV�D�JURZLQJ�ULVN�LQ�WKH�IXWXUH�DV�WKH�HFRQRP\�FRQWLQ�
XHV� WR� UHFRYHU�� �:KLOH� WKH�)HGHUDO�5HVHUYH�KDV�UHLWHUDWHG� LWV�FRPPLWPHQW� WR�
ORZ� UDWHV� IRU� WKH� IRUHVHHDEOH� IXWXUH��PDUNHWV�DUH� IRUZDUG� ORRNLQJ�� �$W� VRPH�
SRLQW�� WKH� &RYLG-��� SDQGHPLF�ZLOO� PRYH� LQWR� WKH� UHDU� YLHZ�PLUURU� DQG� WKH�
HFRQRP\�ZLOO� UHJDLQ� VXVWDLQDEOH�XSZDUG�PRPHQWXP�� �:H�EHOLHYH� LQYHVWRUV�
ZLOO�EHJLQ�WR�SULFH�WKH�HYHQWXDO�HQG�RI�WKHVH�KLVWRULFDOO\�DFFRPPRGDWLYH�PRQ�
HWDU\�SROLFLHV��QRW�GLVVLPLODU� WR� WKH�VR-FDOOHG�³WDSHU� WDQWUXP´� LQ� WKH�VXPPHU�
RI�������*LYHQ�FXUUHQW�ORZ�EDVH�FDVH�\LHOGV�DQG�FUHGLW�VSUHDGV��WKHUH�LV�OLWWOH�
FXVKLRQ�WR�LQVXODWH�IL[HG�LQFRPH�UHWXUQV�IURP�ULVLQJ�7UHDVXU\�\LHOGV�RU�ZLGHU�
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1HW�5HWXUQ�3HUIRUPDQFH�DV�RI�������� 07' <7' ,7' 
��������� 

OWSCX (Commencement of Operations 3/4/2019) 2.38% 2.38% 14.55% 

Bloomberg Barclays U.S. Aggregate Bond Index1 -0.72% -0.72% 12.72% 

ICE BofAML U.S. High Yield Index2 0.38% 0.38% 13.53% 
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Exhibit 1:
Equity Benchmarks Setting New Highs and IG 

Corporate Spreads return to all-time lows

Source: S&P Global, Bloomberg/Barclays (BB) Indices, OWS
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FUHGLW�VSUHDGV��7KLV�LV�SDUWLFXODUO\�WUXH��LQ�RXU�RSLQLRQ��IRU�PDQ\�ORQJ-RQO\�IL[HG�LQFRPH�PDQDJHUV�ZKR�PD\�ODFN�IOH[LELOLW\�LQ�
PDQDJLQJ�ULVN�H[SRVXUHV��:LWK�D�FXUUHQW�\LHOG�RI�RQO\�������RQ�WKH�%ORRPEHUJ�%DUFOD\V�8�6��DJJUHJDWH�ERQG�LQGH[��D�SUHGRPL�
QDQW�EHQFKPDUN�IRU�ORQJ-RQO\�LQYHVWPHQW�JUDGH�PDQDJHUV��DQG�D�FXUUHQW�GXUDWLRQ�RI�����\HDUV��\LHOGV�QHHG�RQO\�LQFUHDVH����ESV�
RYHU� WKH�\HDU�EHIRUH�GXUDWLRQ� ORVVHV�ZRXOG�RIIVHW� WKH�\LHOG�HDUQHG�UHVXOWLQJ� LQ�QHJDWLYH� WRWDO� UHWXUQV��2XU� LQYHVWPHQW�PDQGDWH�
SURYLGHV�WKH�IOH[LELOLW\�WR�XVH�VHOHFW�OHYHUDJH�DQG�GHULYDWLYHV�WR�PDQDJH�ULVN�H[SRVXUHV�DQG�RSWLPL]H�ULVN-DGMXVWHG�UHWXUQ�RSSRU�
WXQLWLHV�� 

 

:KLOH� FRUSRUDWH� GHIDXOWV� URVH� VKDUSO\� LQ� ������ WKH� IXQGDPHQWDO� RXWORRN�
KDV� FKDQJHG� GUDPDWLFDOO\� RYHU� WKH� ODVW� IHZ�PRQWKV�� �9DFFLQH� RSWLPLVP�
FRPELQHG�ZLWK�)HG�OLTXLGLW\�PHDVXUHV��KLVWRULFDOO\�ORZ�QRPLQDO�UDWHV�DQG�
H[SHFWDWLRQV� RI� VLJQLILFDQW� ILVFDO� VWLPXOXV� FRPLQJ� RXW� RI� D� QHZ� DGPLQ�
LVWUDWLRQ�KDV�LPSURYHG�WKH�IXQGDPHQWDO�RXWORRN�IRU�������&RUSRUDWH�ERU�
URZHUV�LQFOXGLQJ�PDQ\�VSHFXODWLYH�JUDGH�FRPSDQLHV�KDYH�EHQHILWWHG�IURP�
WKH� XQSUHFHGHQWHG� PRQHWDU\� SROLF\� VXSSRUW� ZKLFK� KDV� ORZHUHG� LQWHUHVW�
UDWHV� DQG� VXSSRUWHG� RSHQ� DQG� OLTXLG� FDSLWDO�PDUNHWV�� � 7KLV� KDV� DOORZHG�
PDQ\� FRUSRUDWH� ERUURZHUV� WR� UDLVH� FDVK� WR� EULGJH� OLTXLGLW\� FRQFHUQV� DV�
ZHOO� DV� UHILQDQFH�DQG� WHUP�RXW�H[LVWLQJ�GHEW��$V�D� UHVXOW�� FRUSRUDWH�GHEW�
LVVXDQFH�IRU�ERWK�LQYHVWPHQW�JUDGH�DQG�QRQ-LQYHVWPHQW�JUDGH�FRPSDQLHV�
VHW� DOO-WLPH� UHFRUGV� LQ������� �7KLV� LQFUHDVHG� DOUHDG\�KLJK� OHYHOV� RI� GHEW�
DQG� OHYHUDJH� DW� D� WLPH� ZKHQ� DJJUHJDWH� UHYHQXHV� DQG� HDUQLQJV� UHPDLQ�
FKDOOHQJHG�IRU�PDQ\�FRPSDQLHV�DQG�LQGXVWULHV�� 

 

7KH� 8�6�� KLJK� \LHOG� GHIDXOW� UDWH� LQFOXGLQJ� GLVWUHVVHG� H[FKDQJHV� HQGHG�
�����DW�������XS� IURP������ LQ������DQG�D� ORQJ� WHUP�DYHUDJH�RI�������
DFFRUGLQJ�WR�-30RUJDQ���)RU�������PDQ\�EDQNV�DUH�H[SHFWLQJ�WKH�GHIDXOW�
UDWH� WR�PRGHUDWH� WRZDUGV� WKH� ORQJ� WHUP� DYHUDJH� E\� WKH� HQG� RI� WKH� \HDU���
$QG� \HW� ULVNV� DQG� XQFHUWDLQW\� UHPDLQ� ZLWK� UHVSHFW� WR� WKLV� IXQGDPHQWDO�
RXWORRN�� � )RU� LQVWDQFH�� LQ� WKHLU� ����� JOREDO� FUHGLW� RXWORRN�� 6	3�*OREDO�
5DWLQJV�VHHV�WKH�SRWHQWLDO�IRU�WKH�VSHFXODWLYH�JUDGH�FRUSRUDWH�GHIDXOW�UDWH�
GHFOLQLQJ� WR� ����� LQ� WKHLU� RSWLPLVWLF� VFHQDULR�� � +RZHYHU�� LQ� WKHLU� EDVH�
FDVH�IRUHFDVW�WKH\�H[SHFW�KLJK�\LHOG�GHIDXOWV�WR�FRQWLQXH�ULVLQJ�LQWR�������
UHDFKLQJ� ��� E\� 6HSWHPEHU�� � 7KH\� DFNQRZOHGJH� RSWLPLVP� RYHU� UHFHQW�
YDFFLQH� GHYHORSPHQWV� DQG� H[SHFW� YHU\� ORZ� IXQGLQJ� FRVWV� WR� UHPDLQ�
WKURXJK��������+RZHYHU��WKH\�SRLQW�WR�KLJK�FRUSRUDWH�OHYHUDJH�DQG�D�ODUJH�
VKDUH�RI�YXOQHUDEOH�FRPSDQLHV�DV�UHDVRQV�VXSSRUWLQJ�WKHLU�EDVH�FDVH�DVVXPSWLRQ�RI�KLJKHU�GHIDXOWV� 

 

3RUWIROLR�&RPSRVLWLRQ��DQG�*URVV�5HWXUQ�$WWULEXWLRQ� 

 
 

�ƐƐĞƚ�dǇƉĞ 

WŽƌƞŽůŝŽ� 
�ŽŵƉŽƐŝƟŽŶ 
ϭͬϮϵͬϮϬϮϭ 

'ƌŽƐƐ�ZĞƚƵƌŶ 
�ƩƌŝďƵƟŽŶ 

zd� 

�ƐƐĞƚ-�ĂĐŬĞĚ�^ĞĐƵƌŝƟĞƐ�;��^Ϳ Ϯϳ͘ϭй Ϭ͘ϵϯй 

�ŽůůĂƚĞƌĂůŝǌĞĚ�>ŽĂŶ�KďůŝŐĂƟŽŶƐ�;�>KƐͿ ϭϲ͘ϰй Ϭ͘ϲϰй 

�ŽŵŵĞƌĐŝĂů�DŽƌƚŐĂŐĞ-�ĂĐŬĞĚ�^ĞĐƵƌŝƟĞƐ�;�D�^Ϳ ϭϰ͘ϳй Ϭ͘ϰϳй 

�ƵƌŽƉĞĂŶ���^�Θ�ZD�^ ϭϳ͘ϳй Ϭ͘ϭϱй 

ZĞƐŝĚĞŶƟĂů�DŽƌƚŐĂŐĞ-�ĂĐŬĞĚ�^ĞĐƵƌŝƟĞƐ�;ZD�^Ϳ ϮϬ͘Ϯй Ϭ͘Ϯϭй 

�ĂƐŚ�Θ�KƚŚĞƌ ϰ͘ϭй Ϭ͘Ϭϰй 

/ŶƚĞƌĞƐƚ�ZĂƚĞ�,ĞĚŐĞƐ - Ϭ͘ϭϮй 

dŽƚĂů ϭϬϬ͘Ϭй Ϯ͘ϱϲй 

��7KH�3RUWIROLR�FRPSRVLWLRQ�DV�RI���������GLIIHUV�IURP�WKH�SRUWIROLR�FRPSRVLWLRQ�IRU�DQ\�SRLQW�SULRU�WR�VXFK�GDWH�DQG�LV�VXEMHFW�WR�FKDQJH�DW�DQ\�WLPH� 
��5HWXUQV�E\�DVVHW�W\SH�DUH�FDOFXODWHG�E\�WDNLQJ�WKH�VSHFLILF�DVVHW�W\SH¶V�FRQWULEXWLRQ�WR�WKH�)XQG¶V�JURVV�UHWXUQ�IRU�WKH�SHULRG������<7'�WKURXJK���������DQG�PXOWLSO\LQJ�LW�
E\�WKH�JURVV�UHWXUQ�RI�WKH�)XQG�RYHU�WKH�VDPH�SHULRG��7KH�)XQG¶V�JURVV�UHWXUQ�DQG�UHWXUQV�E\�DVVHW�W\SH�DUH�FRPSULVHG�RI�WRWDO�LQYHVWPHQW�LQFRPH�DQG�UHDOL]HG�DQG�XQUHDO�
L]HG�JDLQ�ORVV�RQ�LQYHVWPHQWV�EHIRUH�WDNLQJ�LQWR�FRQVLGHUDWLRQ�IHHV�DQG�RSHUDWLQJ�H[SHQVHV�� 

RMBS

CMBS

ABS

CLOs

EURO
ABS/RMBS 

Other 

0.00

1.00

2.00

3.00

4.00

5.00

0.00

1.00

2.00

3.00

4.00

5.00 Benchmark Trsy Yield %
Inv Grade Corp Spread %
Inv Grade Yield %

Exhibit 2:
Investment Grade Corporate Spread/Yield

Bloomberg/Barclays U.S. Investment Grade Credit Index

Source: Bloomberg/Barclays (BB) Indices, OWS
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8QSUHFHGHQWHG� VWLPXOXV� GROODUV�ZHUH� DVVLJQHG� WR� SHRSOH�ZKR� GLG� QRW� ORVH� WKHLU� MREV� DQG�ZHUH� RWKHUZLVH� QRW� DQ\� ILQDQFLDOO\�
ZRUVH�RII�WKDQ�SUH-SDQGHPLF���$W�WKH�VDPH�WLPH��SHUVRQDO�FRQVXPSWLRQ�OHYHOV�FROODSVHG�DV�WKH�HFRQRP\�HVVHQWLDOO\�VKXW�GRZQ��
$V�D�UHVXOW��SHUVRQDO�VDYLQJV�UDWHV�VSLNHG�LQ�������IURP������DW�WKH�HQG�RI�������WR�D�KLJK�RI�������LQ�$SULO�IROORZLQJ�WKH�ILUVW�
URXQG�RI�VWLPXOXV���,Q�RXU�RSLQLRQ��WKH�SRVW-SDQGHPLF�UHFRYHU\�ZLOO�EH�LQFUHDVLQJO\�ELIXUFDWHG�EHWZHHQ�WKH�KDYHV�DQG�KDYH-QRWV��
:LWK�PLOOLRQV�RI�LQGLYLGXDOV�VWLOO�XQHPSOR\HG��WKH�VWLPXOXV�KDV�WHPSRUDULO\�VXSSOHPHQWHG�WKHLU�ORVV�RI�LQFRPH��+RZHYHU��LI�XQ�
HPSOR\PHQW�UHPDLQV�VWXEERUQO\�KLJK�DQG�JRYHUQPHQW�VWLPXOXV�SURJUDPV�HYDSRUDWH��WKHUH�ZLOO�EH�LQFUHDVLQJ�FRQVXPHU�ORDQ�GLV�
WUHVV��SDUWLFXODUO\�DPRQJ�WKH�ZHDNHVW�ERUURZHUV�� 

 

7KLV�EDFNGURS�KDV�OHG�WR�D�GUDPDWLF�FKDQJH�LQ�KRZ�ZH�SHUFHLYH�WKH�FXUUHQW�LQYHVWPHQW�ODQGVFDSH���)RU�H[DPSOH��ZH�FXUUHQWO\�VHH�
GUDPDWLF�GLIIHUHQFHV� LQ� LQYHVWRUV¶� IXQGDPHQWDO�SHUIRUPDQFH�H[SHFWDWLRQV�DFURVV�PDQ\�VHFWRUV�ZLWKLQ� VWUXFWXUHG�FUHGLW��+LJKHU�
XQHPSOR\PHQW�� JRYHUQPHQW�PDQGDWHG�EXVLQHVV� VKXWGRZQV�� VWD\-DW-KRPH�ZRUN� IURP�KRPH�SROLFLHV� DQG� WKH� HIIHFWLYHQHVV�RI� D�
YDULHW\�RI�VWLPXOXV�SURJUDPV�KDYH�DOO�LQFUHDVHG�IXQGDPHQWDO�XQFHUWDLQW\�IRU�PDQ\�VHFWRUV�EDFNLQJ�VWUXFWXUHG�FUHGLW��:H�DUH�VHH�
LQJ�IDU�OHVV�FRQVHQVXV�DURXQG�ORVV�DGMXVWHG�H[SHFWHG�UHWXUQV�IRU�LQGLYLGXDO�VHFXULWLHV�DQG�DVVHW�FODVVHV���:H�EHOLHYH�WKHVH�GLIIHU�
LQJ�IXQGDPHQWDO�H[SHFWDWLRQV�FDQ�KDYH�D�PHDQLQJIXO�LPSDFW�RQ�WKH�H[SHFWHG�UHWXUQ�SHUIRUPDQFH�RI�IXOFUXP�DQG�ILUVW�ORVV�H[SR�
VXUHV�ZLWKLQ�WKH�VHFXULWL]DWLRQ�PDUNHWV��1RW�XQOLNH�WKH�LQYHVWPHQW�HQYLURQPHQW�IROORZLQJ�WKH�����������JOREDO�ILQDQFLDO�FULVLV�
�*)&���ZH�EHOLHYH�KDYLQJ�DQ� LQIRUPHG�DQG�GLIIHUHQWLDWHG�IXQGDPHQWDO�YLHZ�DORQJ�ZLWK�D�GHHS�XQGHUVWDQGLQJ�RI�VHFXULWL]DWLRQ�
VWUXFWXUHV�FDQ�OHDG�WR�DWWUDFWLYH�RXWSHUIRUPDQFH��:H�H[SHFW�WKLV�RSSRUWXQLW\�WR�SHUVLVW�DV�PDQ\�RI�WKH�KDUGHVW�KLW�ERUURZHUV�DQG�
VHFWRUV�ZLOO�OLNHO\�FRQWLQXH�WR�VWUXJJOH�ZHOO�LQWR�D�SRVW-&RYLG-���HFRQRP\���:H�FRQVLGHU�RXUVHOYHV�ZHOO�SRVLWLRQHG�WR�FDSLWDOL]H�
RQ�WKHVH�HPHUJLQJ�RSSRUWXQLWLHV�JLYHQ�RXU�H[SHULHQFH��XQGHUZULWLQJ�H[SHUWLVH��UHVRXUFHV�DQG�VFDOH� 

 

6(&725���675$7(*<�5(9,(:6 
 

&RPPHUFLDO�5HDO�(VWDWH�DQG�&0%6 

 

:H�EHOLHYH�FRPPHUFLDO� UHDO� HVWDWH� �&5(��GHEW�DQG�&0%6�VHFWRUV� UHSUHVHQW�DPRQJ� WKH�PRVW�DWWUDFWLYH� ORQJHU� WHUP�GLVWUHVVHG�
RSSRUWXQLWLHV�GHYHORSLQJ�ZLWKLQ�FUHGLW�PDUNHWV��$VVHW�W\SHV�ZLWKLQ�&5(��LQ�
FOXGLQJ�UHWDLO�DQG�KRVSLWDOLW\��KDYH�EHHQ�SDUWLFXODUO\�KDUG�KLW�E\�JRYHUQPHQW�
PDQGDWHG�EXVLQHVV�FORVXUHV�DQG�VWD\-DW-KRPH�RUGHUV���1HDU�WHUP�XQFHUWDLQW\�
FRQWLQXHV�WR�UHVRQDWH�ZLWKLQ�WKHVH�KDUG�KLW�VHFWRUV���,Q�PDQ\�FDVHV��&RYLG-���
UHODWHG�VKXWGRZQV�DQG�WUDYHO�UHVWULFWLRQV�FRQWLQXH�WR�SUHVVXUH�VSRQVRUV�DELOLW\�
WR�PHHW� GHEW� VHUYLFH� DQG�RSHUDWLQJ� H[SHQVHV�JLYHQ� D� VKDUS� UHGXFWLRQ� LQ� WRS�
OLQH�UHYHQXHV��� 

 

/RRNLQJ� WR� WKH� &0%6� PDUNHW� IRU� LQVLJKW� LQWR� EURDGHU� &5(� SHUIRUPDQFH�
WUHQGV��WKH�RYHUDOO�GHOLQTXHQF\�UDWH�LQ�1RYHPEHU������ZDV�������GRZQ�IURP�
WKH� -XQH������SHDN�RI� ������EXW� VWLOO� HOHYDWHG� UHODWLYH� WR� ORZ� VLQJOH-GLJLWV�
SUH-&RYLG-�����+RVSLWDOLW\���������DQG�UHWDLO���������UHSUHVHQW�WKH�PDMRULW\�
RI�FXUUHQW�GHOLQTXHQFLHV�ZKLOH�PXOWLIDPLO\��RIILFH�DQG�LQGXVWULDO�DVVHW�FODVVHV�
KDYH�DOO� UHPDLQHG�EHORZ�������$�VLPLODU�SDWWHUQ�FDQ�EH� VHHQ�E\� ORRNLQJ�DW�
ORDQV�WUDQVIHUUHG�WR�VSHFLDO�VHUYLFHUV�LQ��������2YHUDOO��������ELOOLRQ�RI�FRQ�
GXLW�ORDQV�WUDQVIHUUHG�WR�VSHFLDO�VHUYLFLQJ�LQ�������UHSUHVHQWLQJ�DSSUR[LPDWH�
O\� ���� RI� DOO� ORDQV� EDFNLQJ� &0%6� WUDQVDFWLRQV� ZLWK� UHWDLO� DQG� KRVSLWDOLW\�
DFFRXQWLQJ�IRU�DSSUR[LPDWHO\������([KLELW������ 

 

7KH�SURVSHFW�RI�ZLGHO\�DYDLODEOH�YDFFLQHV�DQG�WKH�SRWHQWLDO�UHGXFWLRQ�RI�VRFLDO�GLVWDQFLQJ�PDQGDWHV�DW�VRPH�SRLQW�LQ������KDV�
LPSURYHG� WKH�RXWORRN�IRU�PDQ\�RI� WKH�KDUGHVW�KLW�VHFWRUV�DQG�YDOXDWLRQV�DFURVV�&5(�KDYH� LPSURYHG��+RZHYHU��ZH�H[SHFW� WKH�
HIIHFWV�RI�WKH�FRURQDYLUXV�UHFHVVLRQ�WR�OLQJHU�RQ�ZHOO�LQWR������DQG�EH\RQG�� 

 

6RPH�VHFWRUV�ZLWKLQ�UHWDLO��SDUWLFXODUO\�PDOOV��ZHUH�DOUHDG\�VWUXJJOLQJ�LQ�WKH�SUH-&RYLG-���HQYLURQPHQW�DQG�ZLOO�OLNHO\�FRQWLQXH�
WR�VWUXJJOH��*URFHU\�VWRUH�DQFKRUHG�VWULS�FHQWHUV�DQG�ELJ�ER[�FHQWHUV�VKRXOG�UHPDLQ�VWURQJ��:H�H[SHFW�WKDW�KRWHOV��ZKLFK�KDYH�
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Exhibit 3
Transfers to Special Servicing

By asset Type
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IDFHG� WKH� ODUJHVW� GLVUXSWLRQ� LQ� QHW� FDVKIORZ� GXH� WR� FRURQDYLUXV� ORFN-
GRZQV��ZLOO�EHJLQ� WR� UHFRYHU�DV�VRFLDO�GLVWDQFLQJ�DQG�VWD\-DW-KRPH�PDQ�
GDWHV�DUH�OLIWHG��7KH�UHFRYHU\��KRZHYHU��ZLOO�OLNHO\�EH�VORZ�DQG�IUDJPHQW�
HG�ZLWK� EXVLQHVV� WUDYHO� H[SHFWHG� WR� EH� VORZ� WR� UHFRYHU�� 6HFWRUV� VXFK� DV�
PXOWLIDPLO\� KDYH� IDUHG� UHODWLYHO\� ZHOO�� EHQHILWLQJ� IURP� WKH�&$5(6�$FW�
VWLPXOXV�ZKLFK�KDV�VXSSRUWHG�UHQW�UROOV�DQG�VWDQGDUGL]HG�$JHQF\�IRUEHDU�
DQFH�SODQV�ZKLFK�KDV�SURYLGHG� UHOLHI� WR� VSRQVRUV�DQG� WHQDQWV�DOLNH��/RZ�
OHYHOV�RI�LQYHQWRU\�DQG�GHFOLQLQJ�DIIRUGDELOLW\�DPRQJ�VLQJOH-IDPLO\�KRXV�
LQJ�ZLOO�OLNHO\�KHOS�VXSSRUW�PXOWLIDPLO\�GHPDQG��7KH�LQGXVWULDO�VHFWRU�KDV�
EHHQ�VROLG�WKURXJKRXW�WKH�SDQGHPLF�DQG�ZLOO�OLNHO\�UHPDLQ�VWURQJ�DV�VHFX�
ODU�FKDQJHV��LQ�SDUWLFXODU�JURZWK�LQ�H-FRPPHUFH�ZLOO�OLNHO\�FRQWLQXH���7KH�
RIILFH�VHFWRU�KDV�KHOG-XS�ZHOO� WKURXJKRXW�WKH�SDQGHPLF��DOWKRXJK�ZH�EH�
OLHYH�ORQJHU�WHUP�VHFXODU�FKDQJHV�VXFK�DV�WKH�ZRUN�IURP�KRPH�PRGHO�PD\�
EHJLQ�WR�LQIOXHQFH�WKH�OHYHO�DQG�ORFDWLRQ�RI�IXWXUH�RIILFH�GHPDQG�� 

 

,W�LV�LQFUHDVLQJO\�GLIILFXOW�WR�PDNH�JHQHUDOL]DWLRQV�DERXW�WKH�RYHUDOO�SHUIRU�
PDQFH�RI�&0%6�JLYHQ�WKH�GLVSDUDWH�QDWXUH�RI�LQGLYLGXDO�SURSHUWLHV��SURS�
HUW\� W\SHV�� JHRJUDSKLHV�DQG�VHDVRQLQJ�� �7KLV� LV�SDUWLFXODUO\� WUXH� IRU�FRQ�
GXLW�&0%6�JLYHQ�WKH�ODUJH�GLYHUVLILHG�SRROV�RI�PL[HG�SURSHUW\�W\SHV�DQG�
ORDQ�FKDUDFWHULVWLFV�DFURVV�GHDOV�DQG�YLQWDJHV���/RRNLQJ�DW�JHQHULF�QHZ�LVVXH�FRQGXLW�VSUHDGV��LW�ZRXOG�VHHP�WKDW�&0%6�VSUHDGV��
LQ�SDUWLFXODU�VLQJOH�$�DQG�KLJKHU�UDWHG��KDYH�ODUJHO\�UHFRYHUHG�WR�SUH-&RYLG-���OHYHOV��([KLELW������7KLV�PD\�EH�WUXH�IRU�QHZ�LV�
VXH�GHDOV���+RZHYHU��WKH�FROODWHUDO�FRPSRVLWLRQ�RI�SRVW-&RYLG-���FRQGXLW�GHDOV�DUH�ODUJHO\�GHYRLG�RI�WKH�PRVW�LPSDFWHG�SURSHUW\�
W\SHV�VXFK�DV�UHWDLO�DQG�KRVSLWDOLW\���7KLV�PDNHV�VSUHDG�FRPSDULVRQ�WR�SUH-&RYLG-���GHDOV�OHVV�UHOHYDQW�LQ�RXU�YLHZ��/RRNLQJ�DW�
VSUHDGV�RI�VLQJOH-$�UDWHG�WUDQFKHV�RQ�VHDVRQHG�&0%6�GHDOV�UHSUHVHQWHG�E\�V\QWKHWLF�&0%;�LQGLFHV�VKRZV�PXFK�OHVV�VSUHDG�
FRPSUHVVLRQ�IRU�D�JLYHQ�YLQWDJH�DQG�PXFK�JUHDWHU�YDULDQFH�DFURVV�YLQWDJHV��([KLELW����� 

 

,Q�RXU�RSLQLRQ��&0%6�KDG�VLJQLILFDQWO\�ODJJHG�WKH�LQLWLDO�UHFRYHU\�LQ�RWKHU�
VSUHDG�VHFWRUV� -�SDUWLFXODUO\�FRUSRUDWH�FUHGLW��$W� WKH� WLPH��ZH� WDUJHWHG�SUL�
PDULO\� DERYH� IXOFUXP�� LQYHVWPHQW� JUDGH� SURILOHV�ZKHUHE\�ZH� EHOLHYHG� LQ�
YHVWRU�GHPDQG�ZRXOG�UHWXUQ��:H�IRFXVHG�RQ�LGHQWLI\LQJ�VHFXULWLHV�ZKLFK�ZH�
EHOLHYHG� KDG� ���-���� ESV� RI� ORVV� DGMXVWHG� FUHGLW� HQKDQFHPHQW� XQGHU� RXU�
UHYLVHG�GHOLQTXHQF\�DQG�GHIDXOW�DVVXPSWLRQV��:H�EHOLHYHG� WKHVH�UHODWLYHO\�
ORQJ�GXUDWLRQ�LQYHVWPHQW�SURILOHV�RIIHUHG�VLJQLILFDQW�UHWXUQ�SRWHQWLDO�VKRXOG�
VSUHDGV� FRQYHUJH� ZLWK� RWKHU� LQYHVWPHQW� JUDGH� FUHGLW� VHFWRUV�� :H� ODUJHO\�
VROG� GRZQ� WKHVH� H[SRVXUHV� ODWH� ODVW� \HDU� DV� LQYHVWPHQW� JUDGH� VSUHDGV�� LQ�
FOXGLQJ�&0%6�PHDQLQJIXOO\�FRPSUHVVHG�� 

 

2XU� FXUUHQW� IRFXV� ZLWKLQ� WKH� VHFXULWL]HG� &0%6� PDUNHW� LV� LQ� VXERUGLQDWH�
H[SRVXUHV�EDFNHG�E\�VLQJOH�DVVHW�RU�VLQJOH�ERUURZHU��6$6%��ORDQ�SRUWIROL�
RV���,W�LV�KHUH�DORQJ�ZLWK�SULYDWH�OHQGLQJ�ZKHUH�ZH�EHOLHYH�ZH�FDQ�OHYHUDJH�
RXU�XQGHUZULWLQJ�H[SHUWLVH�WR�LGHQWLI\�PLVSULFHG�RSSRUWXQLWLHV��:H�FDQ�IXOO\�
UH-XQGHUZULWH�WKH�DVVHW�V��ULVN�H[SRVXUH�DQG�IXQGDPHQWDO�RXWORRN�DV�ZHOO�DV�
XQGHUZULWH� WKH�SURSHUW\� VSRQVRUV¶� HTXLW\�H[SRVXUH�DQG�FRPPLWPHQW� WR� WKH�
SURSHUW\��2IWHQWLPHV�WKH�GLIIHUHQWLDWLQJ�IDFWRU�LV�WKH�VWUHQJWK�DQG�FRPPLWPHQW�RI�WKH�SURSHUW\�VSRQVRUV��:H�FRQWLQXH�WR�H[SHFW�D�
PHDQLQJIXO�SLSHOLQH�RI�IXWXUH�RSSRUWXQLWLHV�JLYHQ�ZKDW�ZH�EHOLHYH�ZLOO�EH�RQJRLQJ�GLVWUHVV�ZLWKLQ�WKH�FRPPHUFLDO�UHDO�HVWDWH�� 

 

6WUXFWXUHG�$%6�DQG�2WKHU�,GLRV\QFUDWLF�2SSRUWXQLWLHV 

 

$FURVV�FRQVXPHU�$%6��ZH�VHH�FROODWHUDO�SHUIRUPDQFH�FRQWLQXLQJ� WR� LPSURYH�� �7KLV�KDV�KHOSHG� WR�DOOD\�PDQ\� LQYHVWRUV¶�HDUO\�
FRQFHUQV� UHJDUGLQJ� WKH�GHJUHH�RI�SRWHQWLDO� FUHGLW�GHWHULRUDWLRQ� LQ�PDQ\�FRQVXPHU�EDFNHG�VHFWRUV�DV�D� UHVXOW�RI� WKH�SDQGHPLF��
(QWHULQJ�������FRQVXPHU�IXQGDPHQWDOV�ZHUH�VWURQJ��LQ�RXU�RSLQLRQ��VXSSRUWHG�E\�WLJKW�ODERU�PDUNHWV�DQG�PHDQLQJIXO�FRQVXPHU�
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Exhibit 5:
Single A CMBX Spreads Across Vintage
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Exhibit 4:
Indicative New Issue Conduit CMBS Spreads 



 
 
 

GHOHYHUDJLQJ�RYHU� WKH�SDVW�GHFDGH�� �7KH�VHYHUH�HFRQRPLF�GLVORFDWLRQ�DQG�ULVH� LQ�XQHPSOR\PHQW�DV�D� UHVXOW�RI�&RYLG-���FRP�
ELQHG�ZLWK�XQSUHFHGHQWHG�ILVFDO�DQG�PRQHWDU\�VWLPXOXV�KDV�HIIHFWHG�WKH�VWUXFWXUHG�FUHGLW�PDUNHWV�LQ�GLIIHUHQW�ZD\V��&RQVXPHUV�
KDYH�JUHDWO\�EHQHILWHG�IURP�GLUHFW�JRYHUQPHQW�VWLPXOXV�DQG�SD\PHQW�UHOLHI�SURJUDPV���'HOLQTXHQFLHV�DQG�ORVVHV�KDYH�UHPDLQHG�
ZHOO�EHORZ�HDUO\�SDQGHPLF�LQYHVWRU�FRQFHUQV�� 

 

8QFHUWDLQW\�UHPDLQV�HOHYDWHG��KRZHYHU�� � ,Q�DGGLWLRQ� WR�GLUHFW�JRYHUQPHQW�DVVLVWDQFH��ZH�EHOLHYH�FRQVXPHUV�KDYH�XVHG�UHDGLO\�
DYDLODEOH�PRUWJDJH�IRUEHDUDQFH�UHOLHI� WR�UHGLUHFW�IXQGV�WR�SD\�RWKHU�IRUPV�RI�FRQVXPHU�ERUURZLQJ�OLNH�DXWR�ORDQV��FUHGLW�FDUGV�
DQG�XQVHFXUHG�ERUURZLQJ�� ,Q�RXU�RSLQLRQ�� WKHVH�DQG�RWKHU�XQNQRZQV�DUH� OLNHO\� WR�FRQWLQXH�FORXGLQJ� WKH� IXQGDPHQWDO�RXWORRN�
DFURVV�EURDG�VHFWRUV�RI�FRQVXPHU�FUHGLW�� 

 

7UXH�WR�WKHLU�LQWHQW��$%6�VWUXFWXUHV�ZLWKLQ�WKH�VXESULPH�DXWR�DQG�XQVHFXUHG�
FRQVXPHU� VHFWRUV�� WKH� WZR� ODUJHVW� FRQVXPHU� VHFWRUV�� KDYH� ODUJHO\� KHOG-XS��
L�H��� TXLFNO\� GH-OHYHUDJLQJ� DQG� EXLOGLQJ� FUHGLW� HQKDQFHPHQW� OHYHOV� ZKLFK�
SURYLGHV� LQFUHDVLQJ�SURWHFWLRQ�IURP�SRWHQWLDO� IXWXUH�VKRFNV� WR�IXQGDPHQWDO�
SHUIRUPDQFH�� :H� EHOLHYH� WKHVH� VHFXULWLHV� FDQ� JHQHUDOO\� VXSSRUW� ILQDQFLDO�
OHYHUDJH�JLYHQ�WKHLU�VKRUW�GXUDWLRQ�SURILOH�DQG�UDSLG�GHOHYHUDJLQJ��$V�FUHGLW�
HQKDQFHPHQW�EXLOGV��WKHVH�VHFXULWLHV�HIIHFWLYHO\�UROO-XS�WKH�FUHGLW�FXUYH�FUH�
DWLQJ� H[FHVV� UHWXUQ� RSSRUWXQLWLHV�� 7KH� VXESULPH� DXWR� VHFWRU� KDV� DOVR� EHHQ�
VXSSRUWHG� E\� VWUHQJWK� LQ� WKH� XVHG� FDU�PDUNHW�� $FFRUGLQJ� WR� WKH�0DQKHLP�
8�6��XVHG�YHKLFOH�LQGH[��SULFHV�KDYH�LQFUHDVHG�������IRU�WKH�IXOO�\HDU������
�([KLELW����� �+LJKHU� XVHG�YHKLFOH�SULFHV� UHGXFHV� WKH�SRWHQWLDO� ORVV� VHYHULW\�
RQ�GHIDXOWHG�ORDQV��� 

 

7KH� IXQGDPHQWDO� RXWORRN� UHFHLYHG� D� ODUJH� ERRVW� IROORZLQJ� WKH� DQQRXQFH�
PHQW�RI�KLJKO\�HIIHFWLYH�YDFFLQHV�� �%\�DQG�ODUJH�� LQYHVWPHQW�JUDGH�VSUHDGV�
DFURVV�$%6�VHFWRUV�KDYH�UHFRYHUHG�WR�SUH-&RYLG-���OHYHOV���:H�KDYH�URWDWHG�RXW�RI�PDQ\�RI�WKHVH�H[SRVXUHV�ZLWKLQ�RXU�SRUWIROL�
RV���)XUWKHU�GRZQ�WKH�FDSLWDO�VWUXFWXUH�KRZHYHU��LQ�IXOFUXP�DQG�EHORZ�H[SRVXUHV��WKH�FUHGLW�FXUYH�UHPDLQV�PXFK�VWHHSHU�DQG�ULVN�
SUHPLD�PRUH�DWWUDFWLYH�LQ�RXU�RSLQLRQ��7KHVH�SULPDULO\�VXERUGLQDWH�H[SRVXUHV�DUH�ZKHUH�ZH�EHOLHYH�RXU�IXQGDPHQWDO�FUHGLW�XQ�
GHUZULWLQJ�FDQ�XQFRYHU�GLIIHUHQWLDWHG�RSSRUWXQLWLHV�IRU�H[FHVV�UHWXUQ��7KHUH�LV�JURZLQJ�GLVSHUVLRQ�LQ�DVVHW�SHUIRUPDQFH�SDUWLFX�
ODUO\�DFURVV�RULJLQDWRUV�DQG�YLQWDJHV��ZKLFK�UHTXLUHV�PRUH�FRPSUHKHQVLYH�GHDO�OHYHO�XQGHUZULWLQJ��� 

 

:H�DOVR�UHPDLQ�DFWLYH�ZLWKLQ�WKH�SULYDWH�VWXGHQW�ORDQ�VHFWRU�� �2XU�IRFXV�LV�ZLWKLQ�OHJDF\��SUH-*)&��GHDOV�DQG�RXU�LQYHVWPHQW�
WKHVLV�LV�SUHGLFDWHG�RQ�LGHQWLI\LQJ�GHDOV�VWUXFWXUHV�ZKHUHE\�ZH�EHOLHYH�IXWXUH�UHFRYHULHV�RQ�GHOLQTXHQW�DQG�GHIDXOWHG�ORDQV�ZLOO�
OLNHO\�H[FHHG�PDUNHW�H[SHFWDWLRQV�� ,Q�D�EURDG�VHQVH�� WKLV� LV�QRW�GLVVLPLODU� IURP�RXU� OHJDF\�50%6� LQYHVWPHQW�SRUWIROLRV��2QH�
SULPDU\�GLIIHUHQFH�LV�WKDW�VWXGHQW�ORDQV��XQOLNH�PRVW�RWKHU�W\SHV�RI�FRQVXPHU�GHEW��DUH�JHQHUDOO\�QRQ-GLVFKDUJHDEOH�LQ�EDQNUXSW�
F\��0HDQLQJ��VWXGHQW�ORDQ�ERUURZHUV�ZKR�KDYH�GHIDXOWHG�RQ�WKHLU� ORDQV�ZLOO�FDUU\�WKDW�GHIDXOW�DQG�EDODQFH�GXH�RQ�WKHLU�FUHGLW�
KLVWRU\�HYHQ�LI�WKH\�KDYH�ILOHG�EDQNUXSWF\��:KDW�ZH�DUH�REVHUYLQJ�LV�WKDW�UHFRYHULHV�RI�SDVW�GHIDXOWV�DUH�LQFUHDVLQJ�HYHQ�LQ�FDVHV�
ZKHUH� WKH�GHIDXOW�RFFXUUHG�������DQG�HYHQ����\HDUV�DJR��$V�GHIDXOWHG�ERUURZHUV�FDUHHUV�DQG� LQFRPHV� LPSURYH��DQ� LQFUHDVLQJ�
QXPEHU�DUH�UHSD\LQJ�SUHYLRXVO\�GHIDXOWHG�VWXGHQW�ORDQV�LQ�RUGHU�WR�FOHDU�WKHLU�FUHGLW�KLVWRULHV�DQG�LPSURYH�WKHLU�IXWXUH�ERUURZLQJ�
DELOLW\��:H�EHOLHYH�WKLV�LV�LQFUHDVLQJ�H[SHFWHG�UHFRYHULHV���*LYHQ�GLVFRXQW�SULFHV��D�KLJKHU�UHFRYHU\�FDQ�KDYH�D�VLJQLILFDQW�LPSDFW�
RQ�UHDOL]HG�VHFXULW\�SHUIRUPDQFH��� 

 

1RQ-'ROODU�$%6� 

 

:H�FRQWLQXH�WR�ILQG�DWWUDFWLYH�LQYHVWPHQW�RSSRUWXQLWLHV�ZLWKLQ�WKH�EURDGHU�8�.��DQG�(XURSHDQ�50%6�DQG�$%6�VHFWRUV��5HFHQW�
DSSURYDO� RI� D� SRVW-%UH[LW� WUDGH� GHDO� EHWZHHQ�%ULWDLQ� DQG� WKH�(XURSHDQ�8QLRQ� HQGV� D� FRQWHQWLRXV�PXOWL-\HDU� QHJRWLDWLRQ� WKDW�
VKRXOG�PLWLJDWH�WKH�WDLO�ULVN�RI�D�KDUG-%UH[LW�RXWFRPH�� 

 

(XURSHDQ�FDSLWDO�PDUNHWV�KDYH�ODUJHO\�PLUURUHG�WKRVH�LQ�WKH�8�6��DQG�LQYHVWPHQW�JUDGH�FUHGLW�VSUHDGV�KDYH�ODUJHO\�UHFRYHUHG�WR�
WKHLU�SUH-&RYLG-��� OHYHOV��+RZHYHU��QRQ-LQYHVWPHQW�JUDGH� VHFXULWLHV�KDYH� ODJJHG��:H�KDYH� ORQJ�EHHQ�DWWUDFWHG� WR� LQYHVWPHQW�
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Exhibit 6:
Used Vehicle Prices Have Increased Sharply

Source: Manheim Auctions, Bloomberg



 
 
 

RSSRUWXQLWLHV�ZLWKLQ�WKH�8�.��DQG�(XURSH��GXH�LQ�SDUW�WR�D�JHQHUDOO\�VWHHSHU�FUHGLW�FXUYH��LQ�RXU�RSLQLRQ��:H�DWWULEXWH�PXFK�RI�
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Exhibit 7:
US Mortgage Rates Have Declined to Historic Lows

Source: Freddie Mac, Bloomberg, OWS
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Exhibit 8:
US National Home Prices Have Surged in 2020

Source: S&P / Case-Shiller, Bloomberg, OWS
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