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Perspectives
US Credit
Market Update
June’s data reports continued to detail that economic growth in the United States had indeed shifted to a slower path
than that recorded in the first quarter. In fact, it was no sooner than the month had begun, when it was reported that
payroll growth in May had all but ceased, once the revisions to previous reports were factored in. Furthermore,
numerous survey-based reports from the manufacturing sector indicated that the slowdown was showing few, if any,
signs of lessening. That said, construction activity, business investment, consumer consumption and service sector
reports over the course of the month were, in fact, more upbeat. Of note, inflationary pressures, away from energy,
largely remained within expectations, but did not confirm policy maker’s contentions that transitory factors were
responsible for the recent softness. All of which lead investors to conclude that the Federal Reserve’s tightening cycle
was all but completed, now that the US economy was starting to align with the slowing in global economic activity in
place for the last year.
The US Intermediate Corporate index’s average OAS was 12 bps tighter on the month and ended June at 91 bps. During
June, within the broad market, the Utility sector (+93 bps excess return) underperformed the Financial Institutions sector
(+108 bps) and the Industrial sector (+168 bps). Lower quality credit, BBB rated (+168 bps excess return) outperformed
single A rated (+122 bps) and double A rated (+93 bps).
Investment grade credit gross new issue supply in June was approximately $85 billion, at the higher end of the previously
expected range $75-$85 billion. Net of $65 billion redemptions, net new issue supply was actually $20 billion in June.
Industrials led supply again in June with around $37 billion followed by Financials with $26 billion, and Utilities with $9
billion. Primary market activity in July is projected to be around $75-$80 billion, consistent with the typical new issue
seasonal slowdown during the month. On a year-to-date basis, gross new issue supply totaled $680 billion ($200 billion
net), which is about 9% lower than the prior year period.
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US Corporate Intermediate Investment Grade Strategy
Portfolio management comments
The AXA US Corporate Intermediate Bonds strategy outperformed its benchmark, the Bloomberg Barclays US
Intermediate Corporate index during the month of June (gross-of-fees USD). The primary driver of performance during
the month was positive security selection in the Industrial sectors Consumer Goods and Telecommunications. The US
Intermediate Corporate index had positive total return for the month as US Treasury interest rates decreased while
credit spreads tightened. The Corporate Intermediate index posted positive +161 bps of total return and a positive +75
bps of excess return in June. The US Intermediate Corporate index’s average OAS was 12 bps tighter on the month and
ended June at 91 bps. During June, within the broad market, the Utility sector (+93 bps excess return) underperformed
the Financial Institutions sector (+108 bps) and the Industrial sector (+168 bps). Lower quality credit, BBB rated (+168 bps
excess return) outperformed single A rated (+122 bps) and double A rated (+93 bps).
The portfolio’s sector allocation maintains an overweight to the Financial Institutions sector. Within the broad Industrial
sector, the portfolio remains overweight the Leisure, Services, and Media sectors, and underweight Automotive,
Technology & Electronics, Consumer Goods, Healthcare, Capital Goods, Basic Industry, and Telecommunications. The
portfolio maintains a relative overweight to the lower rated triple-B portion of the market. Also, the portfolio’s duration
remains approximately in-line with the duration of the benchmark.

Characteristics

Sector Exposure
0%

CHARACTERISTICS
Average Maturity (Years)

Strategy

Index

5.2

4.9

Yield to Maturity

2.79%

2.75%

Current Yield

3.63%

3.47%

Effective Duration

4.27

4.27

Average Coupon

3.87%

3.60%

97

91

Number of Issuers

136

685

Number of Positions

182

3,958

Average S&P Rating

BBB+

BBB+

Cash Position

2.46%

N/A

Option Adjusted Spread

Banking
Energy
Consumer Non-Cyclical
Insurance
Consumer Cyclical
Communications
Technology
REITS
Finance Companies
Electric
Capital Goods
Transportation
Basic Industry
Natural Gas
Brokerage
Treasury
Other Utility
Other Financial
Other Industrial

10%

20%

30%

40%

Strategy
Index

Sources: AXA IM, FactSet, as of June 30, 2019. Index: Bloomberg Barclay’s Capital US Intermediate Corporate. The examples shown herein are intended
only to illustrate the investment process and should not be considered a recommendation or solicitation to buy or sell any particular security. The
representative account shown has been selected because it utilizes an investment setup that is typical for accounts in the relevant strategy and/or on
the basis that it has adequate assets under management to effectuate a fair comparison. Please refer to the appendix for additional information about
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US Credit Short Duration Investment Grade Strategy
Portfolio management comments
The AXA IM US Credit Short Duration strategy outperformed its performance indicator, the ICE BofA Merrill Lynch 1-3
Year US Corporate index during the month of June as spreads tightened (gross-of-fees USD). The primary driver of
performance during the month of June was positive security selection in the Industrial sectors Basic Industry and
Healthcare. The 1-3 Year US Corporate index had a positive total return for the month as the 2 Year US Treasury interest
rate decreased -17 bps to 1.75%, while credit spreads tightened. The 1-3 Year US Corporate index posted +71 bps of total
return and a positive +15 bps of excess return in June. The 1-3 Year index’s average OAS was 4 bps tighter on the month
and ended June at 67 bps. During June, within the broad market, lower quality credit, BBB rated (+168 bps excess return)
outperformed single A rated (+122 bps) and double A rated (+93 bps).
The portfolio maintains a yield advantage relative to the performance indicator (2.67% yield to worst relative to 2.46%),
albeit with a similar duration (1.92 effective duration relative to 1.87). The strategy positioning aims to benefit from
income and security selection with less volatility derived from interest rates. The portfolio’s sector allocation maintains a
neutral weight to the Financial Institutions sector. Within the broad Industrial sector, the portfolio remains overweight
the Real Estate, Leisure, Services, Basic Industry, Media, and Energy sectors and underweight Consumer Goods,
Automotive, Technology & Electronics, Healthcare, Retail, Capital Goods, and Utilities. The portfolio maintains a
significant relative overweight to the lower rated triple-B portion of the market.
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Sources: AXA IM, FactSet, as of June 30, 2019. Index: BofA ML 1-3 Year US Corporate. The examples shown herein are intended only to illustrate the
investment process and should not be considered a recommendation or solicitation to buy or sell any particular security. The representative account
shown has been selected because it utilizes an investment setup that is typical for accounts in the relevant strategy and/or on the basis that it has
adequate assets under management to effectuate a fair comparison. Please refer to the appendix for additional information about representative
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US Corporate Investment Grade Strategy
Portfolio management comments
The AXA IM US Corporate Bonds strategy outperformed its benchmark, the Bloomberg Barclays US Corporate index
during the month of June (gross-of-fees USD). The primary driver of performance during the month was positive security
selection in the Industrial sectors Healthcare, Telecommunications, and Consumer Goods. The US Corporate index had a
positive total return for the month as US Treasury interest rates decreased while credit spreads tightened. The Corporate
index posted a positive +245 bps of total return and a positive +144 bps of excess return in June. The Corporate index’s
average OAS was 14 bps tighter on the month and ended June at 115 bps. During June, within the broad market, the
Utility sector (+93 bps excess return) underperformed the Financial Institutions sector (+108 bps) and the Industrial
sector (+168 bps). Lower quality credit, BBB rated (+168 bps excess return) outperformed single A rated (+122 bps) and
double A rated (+93 bps).
The portfolio’s sector allocation maintains an overweight to the Financial Institutions sector. Within the broad Industrial
sector, the portfolio remains overweight the Leisure, Services, and Real Estate sectors, and underweight Automotive,
Basic Industry, Technology & Electronics, Consumer Goods, Telecommunications, Healthcare, and Capital Goods. The
portfolio maintains a relative overweight to the lower rated triple-B portion of the market. Also, the portfolio’s duration
remains approximately in-line with the duration of the benchmark.
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Sources: AXA IM, FactSet, as of June 30, 2019. Index: Bloomberg Barclays US Corporate. The examples shown herein are intended only to illustrate the
investment process and should not be considered a recommendation or solicitation to buy or sell any particular security. The representative account
shown has been selected because it utilizes an investment setup that is typical for accounts in the relevant strategy and/or on the basis that it has
adequate assets under management to effectuate a fair comparison. Please refer to the appendix for additional information about representative
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Market Outlook
Macro Outlook - US View
If the economic data reports in the month of July weaken more than expected, the debate amongst market participants
will become whether or not the Federal Reserve moves to cut rates at the end of July by either 25 or 50 basis points. The
framework for the debate will be, in the case of a 25 basis point cut, an insurance move intended to engender further
economic expansion, or in the case of a 50 basis point cut, an effort to forestall a policy error. That said, in as much as
consumer confidence in the US remains near multi-year highs, the driving force of the US economy, consumer
consumption, should factor positively. On the other hand, a lack of business investment due to trade uncertainty and
slowing global growth, could provide an unwelcome headwind.

Macro Outlook - Global View
Fixed income returns were positive in June as investors focused on the growing possibility of easier monetary policies.
Comments from US Federal Reserve and European Central Bank officials suggested that monetary easing could be
provided should risks to the global expansion increase. The biggest risk is the possible impact of any escalation in global
trade tensions and protectionist policies. Global manufacturing output growth has already slowed, as indicated by
purchasing manager surveys, and there is concern that this could broaden to other sectors of the major economies.
While credit spreads have narrowed since the beginning of the year, a further increase in global recession risks would
likely reverse this trend, especially if equity market volatility also increased. Hence, going into the third quarter the
determinants of market behavior will be the economic data – to gauge how trade tensions have already impacted on
economic activity, the evolution of discussions between China and the US on trade, and the willingness of the central
banks to meet market expectations of easier policy. Our view is that rates will generally be lower and that a recession will
be avoided. However, valuations are less attractive in both rates and credit markets and there are considerable
uncertainties in the outlook. As a result, fixed income returns may be less appealing than so far in 2019.
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US IG Risks Overview
CREDIT RISK - If an issuer of bonds defaults on its obligations to pay income or repay capital, it may result in a decrease in
portfolio value. The value of a bond (and subsequently, the portfolio) is also affected by changes in credit rating
downgrades and/ or market perceptions of the risk of future default. Investment grade issuers are regarded as less likely
to default than issuers of high yield bonds. High-yield, lower-rated, securities involve greater risk than higher-rated
securities. Portfolios that invest in them may be subject to greater levels of credit and liquidity risk than portfolios that do
not.
RISK OF CAPITAL LOSS – Any investment in our high yield strategies are not guaranteed and returns can be negative. The
performance of a portfolio may not be consistent with the objectives of investors and their investment may not be fully
returned.
INTEREST RATE RISK - Fluctuations in interest rates will change the value of bonds, impacting the value of the investment
portfolio. Often, when interest rates rise, the value of the bonds fall and vice versa. The valuation of bonds will also change
according to market perceptions of future movements in interest rates.
LIQUIDITY RISK - Some investments may trade infrequently and in small volumes and the risk of low liquidity level in
certain market conditions might lead to difficulties in valuing, purchasing or selling bonds.
RE-INVESTMENT RISK - Reinvestment risk describes the risk that, as interest rates or market environment changes, the
future coupons and principal from any bond may have to be reinvested in a less favorable rate environment. This is more
likely to occur during periods of declining interest rates when issuers can issue bonds with lower levels of coupon. Reinvestment risk may be greater with callable bonds
HIGH YIELD BOND RISK –US Credit IG portfolios may be exposed to a risk related to investments in high yield financial
instruments. These instruments present higher default risks than those of the investment grade category. In case of
default, the value of these instruments may decrease significantly, which would affect the value of the portfolio. Lowerrated securities generally tend to reflect short-term corporate and market developments to a greater extent than higherrated securities which respond primarily to fluctuations in the general level of interest rates.
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Not for Retail distribution: this document is intended exclusively for Professional, Institutional, Qualified or Wholesale Investors / Clients, as defined by applicable local laws
and regulation. Circulation must be restricted accordingly.
This document is being provided for informational purposes only. Information concerning portfolio holdings is representative of the target portfolios for the investment
strategies described herein and does not necessarily reflect an actual account or fund. Actual portfolios may differ as a result of client-imposed investment restrictions, the
timing of client investments and market, economic and individual company considerations. The holdings shown herein should not be considered a recommendation or
solicitation to buy or sell any particular security, do not represent all of the securities purchased, sold or recommended for any particular advisory client, and in the aggregate
may represent only a small percentage of an account’s portfolio holdings. Sector allocations are subject to change at any time and are not recommendations to buy or sell any
security. Certain information has been obtained from third party sources and, although believed to be reliable, has not been independently verified and its accuracy or
completeness cannot be guaranteed. Data and performance information in the document have not been yet certified by outside auditors.
Information concerning portfolio holdings and sector allocation is subject to change and, unless otherwise noted herein, is representative of the target portfolio for the
investment strategy described herein and does not reflect an actual account. The performance information shown herein reflects the performance of a composite of accounts
that does not necessarily reflect the performance that any particular account investing in the same or similar securities may have had during the period. Actual portfolios may
differ as a result of client-imposed investment restrictions, the timing of client investments and market, economic and individual company considerations. The examples
provided above are for illustrative purposes only and are intended to reflect the typical securities, sectors, and/or geographies that could be deployed by the strategy to
generate the target returns. These examples do not represent all of the securities purchased, sold or recommended for the client’s accounts. No representation is made that
these examples are past or current recommendations, that they should be bought or sold, nor whether they were successful or not.
The performance information shown herein may reflect the performance of a composite of accounts or a representative account of the strategy, as specified. Composite: The
performance of a composite of accounts does not necessarily reflect the performance that any particular account investing in the same or similar securities may have had
during the period. Actual performance may differ from composite performance as a result of client-imposed investment restrictions, the timing of client investments and
market, economic and individual company considerations. Representative Account: Representative accounts have been selected based on objective, non-performance based
criteria, including, but not limited to the size and the overall duration of the management of the account, the type of investment strategies and the asset selection procedures
in place. Therefore, the results portrayed relate only to such representative accounts and are not indicative of the future performance of such accounts or other accounts,
products and/or services described herein. Composite and representative account performance may be similar to the applicable GIPS composite results, but may not be
identical and are not being presented as such. The results portrayed relate only to such accounts and are not indicative of the performance of other accounts in the relevant
strategy, and an investor’s actual experience may vary due to various factors such as inception date of the account, restrictions on the account, along with other factors. The
performance results for composites and representative accounts are gross of all fees, unless otherwise indicated, and do reflect the reinvestment of dividends or other
earnings.
Performance shown gross of fees is calculated before the deduction of applicable management fees and other expenses. An investor’s actual return will be reduced by
management fees and other expenses the investor may incur. Further information on the firm’s fees may be found in its Form ADV Part 2 (for US investors) or provided upon
request. The collection of management fees produces a compounding effect on the total rate of return net of management fees. [As an example, the effect of management
fees on the total value of an investor’s portfolio assuming a) quarterly fee assessment, b) $1,000,000 investment, c) portfolio return of 8% a year, and d) 1.00% annual
investment management fee would be $10,416 in the first year, and cumulatively $59,816 over five years and $143,430 over ten years.]
The information has been established on the basis of data, projections, forecasts, anticipations and hypothesis which are subjective. This analysis and conclusions are the
expression of an opinion, based on available data at a specific date. Due to the subjective aspect of these analyses, the effective evolution of the economic variables and
values of the financial markets could be significantly different for the projections, forecast, anticipations and hypothesis which are communicated in this material.
The risk information provided herein is not sufficient to support an investment decision, and is qualified in its entirety by the more complete disclosures, risk factors and other
terms available upon request from AXA Investment Managers.
The Adviser is not a tax or legal advisor. Prospective investors should consult their tax and/or legal advisors before making tax-related and/or legal-related investment
decisions.
The Barclays Capital US Corporate Credit – Intermediate Index is composed dollar-denominated investment grade debt from U.S. and non-U.S. industrial, utility, and financial
institutions issuers of intermediate maturities (1-10 years). Subordinated issues, securities with normal call and put provisions and sinking funds, medium-term notes (if they
are publicly underwritten), 144A securities with registration rights, and global issues that are SEC-registered are included. Structured notes with embedded swaps or other
special features, as well as private placements, floating-rate securities, and Eurobonds are excluded from the U.S. Corporate Index.
The ICE BofA Merrill Lynch 1-3 Year US Corporate Index, a subset of the BofA Merrill Lynch US Corporate Master Index, tracks the performance of US dollar denominated
investment grade rated corporate debt publically issued in the US domestic market. This subset includes all securities with a remaining term to maturity of less than 3 years.
Qualifying securities must have an investment grade rating (based on an average of Moody’s, S&P and Fitch), at least 18 months to final maturity at the time of issuance, at
least one year remaining term to final maturity as of the rebalancing date, a fixed coupon schedule and a minimum amount outstanding of $250 million.
The AXA IM High Yield Perspective is a publication of AXA Investment Managers, Inc. For additional information, please contact us at 100 West Putnam Avenue, Greenwich, CT
06830 USA. Tel: (203) 983-4200.
AXA INVESTMENT MANAGERS PARIS, a company incorporated under the laws of France, having its registered office located at Tour Majunga – La Défense 9 – 6, place de la
Pyramide – 92800 Puteaux, registered with the Nanterre Trade and Companies Register under number 353 534 506, a Portfolio Management Company, holder of AMF
approval no. GP 92-08, issued on 7 April 1992.
Issued by AXA Investment Managers UK Limited, which is authorized and regulated by the Financial Conduct Authority in the UK. Registered in England and Wales No:
01431068. Registered Office: 7 Newgate Street, London EC1A 7NX.
© 2019 AXA Investment Managers, Inc. All rights reserved.
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El presente documento y cualquier información y/o datos financieros reseñados en el mismo no suponen invitación o recomendación de adquisición o
inversión, ni deben constituir la base para la toma de decisiones inversoras ni de garantía de rentabilidad futura de inversiones financieras y, en ningún
caso, está dirigido a clientes minoristas y/o inversores finales. La información contenida en el mismo está destinada a clientes profesionales y
contrapartes elegibles tal y como son definidos en tanto en los artículos 205 y 207 del Texto Refundido de la Ley del Mercado de Valores como en las
normas MiFID (Directiva sobre Mercados de Instrumentos Financieros) 2004/39/CE, presumiéndose, por tanto, la experiencia, conocimientos y
cualificación necesarios para tomar sus propias decisiones de inversión y valorar correctamente sus riesgos y el de sus clientes. Dicha información y
datos tienen una finalidad meramente informativa y se recomienda tener un conocimiento más detallado a través de los documentos y folletos inscritos
en los organismos nacionales e internacionales de regulación especialmente la toma en consideración y conocimiento del Documento de Datos
Fundamentales para el Inversor (DFI). El receptor de esta información debe tener presente que la evolución de las variables económicas y los valores de
los mercados financieros pueden cambiar significativamente y ser diferentes a los análisis e indicaciones que figuran en este documento. Los inversores
deben tener en cuenta que el mercado financiero es fluctuante y que está sujeto a variaciones y que los tipos de cambio pueden sufrir oscilaciones que
incidan directamente en la rentabilidad de las inversiones, tanto al alza como a la baja. No debe tomarse como referencia la rentabilidad pasada del
producto pues no implica que se comporte de igual forma en el futuro. Para una mayor información y especialmente para el conocimiento de la
disponibilidad de los productos se recomienda visitar las páginas web, www.axa-im.com y www.axa-im.es. Les invitamos a verificar con la sociedad de
gestión o directamente en nuestra página web, www.axa-im.com, la lista de países en los que se comercializa el fondo.
AXA INVESTMENT MANAGERS no asume responsabilidad alguna por cualquier acto u omisión derivada del uso de la información facilitada, declinando
toda responsabilidad por el uso incorrecto o inadecuado del presente documento.
AXA INVESTMENT MANAGERS GS LIMITED SUCURSAL EN ESPAÑA, tiene su domicilio social en Madrid, Paseo de la Castellana núm. 93, 6ª planta, se
encuentra inscrita en el Registro Mercantil de Madrid, hoja M-301801, y se encuentra registrada en la CNMV bajo el número 19 como ESI del Espacio
Económico Europeo con Sucursal.
AXA FUNDS MANAGEMENT, es una sociedad anónima constituida conforme a la legislación vigente en Luxemburgo, con número de Registro en
Luxemburgo B 32.223RC, y con domicilio social situado en el nº 49, Avenue J.F. Kennedy L-1885 Luxemburgo.
AXA ROSENBERG MANAGEMENT IRELAND LIMITED es una sociedad de responsabilidad limitada constituida y regulada por las leyes de Irlanda, con
domicilio social en 78 Sir Johnn Rogerson´s Quay Dublín 2, regulada por el Banco Central de Irlanda y registrada en dicho Estado con el número 310308.
Los subfondos de AXA WORLD FUNDS, SICAV de derecho luxemburgués armonizada domiciliada en 49 Avenue J.F. Kennedy L-1855 (Luxemburgo),
registrada en la CSSF y en el Registro Mercantil de Luxemburgo bajo el número B-63.116 están inscritos en la CNMV con el número 239 (*verificar en
CNMV las clases registradas).
Los subfondos de AXA ROSENBERG EQUITY ALPHA TRUST, fondo de derecho irlandés armonizado, domiciliado en Dublín 1 (Irlanda) Guiad House Guiad
Street registrado en la Ireland Financial Market Authority (IFMA) bajo el número 310308 están inscritos en la CNMV con el número 294 (*verificar en
CNMV las clases registradas).
Los subfondos de AXA IM FIXED INCOME INVESTMENT STRATEGIES, Fondo de Inversión de derecho luxemburgués armonizado, domiciliado en 49
Avenue J.F. Kennedy L-1855 (Luxemburgo), autorizado y registrado en la Commission de Surveillance du Secteur Financier CSSF bajo el número 3692
están inscritos en la CNMV con el número 867 (*verificar en CNMV las clases registradas).
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