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Credit markets offer a plethora of potential opportunities and can help support
investors with a range of goals and risk tolerances.

Investment-grade corporate bond strategies may suit investors seeking steady income
and high-quality duration, while those with a higher risk tolerance and longer-term
horizon could find attractive opportunities in high yield corporate bonds at present.

To help instill confidence about credit investing in the current environment, we believe
it's important to choose an approach that emphasizes deep fundamental research.

The credit opportunity, concern, and solution

C redit markets have the flexibility to
(Fig. 1) Research can help to instill confidence about credit investing

support a range of investor goals

and risk tolerances. But given the current
climate of tight credit spreads, a soft
macro environment, and the rising cost
of financing, some investors may be
apprehensive. To help instill confidence,
investors should consider solutions that
emphasize deep fundamental credit
research. This should help to uncover
inefficiencies, manage risks, and
confidently navigate uncertain markets.

In this third and final piece of our series
on credit markets, we are delving into
the characteristics of the solutions

and how they can align with different
investment objectives—including lower
volatility, generating higher yield, and
capital appreciation.

Opportunity

Corporate bond markets
offer a potential
attractive and consistent
income stream.

As of April 30, 2024.
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Concern

Headwinds could lead to
company fundamentals
deteriorating and defaults
picking up.
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Solution

To help instill confidence,
choose an approach
where fundamental
research powers
selection.
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For illustrative purposes only. This is not to be construed as investment advice or a recommendation

to buy or sell any security.
Source: T. Rowe Price.
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Credit opportunities to consider in today’s uncertain market
(Fig. 2) Investors can find solutions to suit a variety of needs

1. Investment grade

Steady income

stream potential income

Balance with risk

Higher quality tolerance

As of April 30, 2024.

2. High yield

Higher potential

Growth
opportunity
Diversification

potential

Less interest rate
sensitivity

Large diverse
opportunity set

4. Securitized

Attractive income
potential
Lower volatility

For illustrative purposes only. This is not to be construed to be investment advice or a recommendation to take any particular investment action.
Investments involve risks, including possible loss of principal. Diversification cannot assure a profit or protect against loss in a declining market.

Source: T. Rowe Price.

1. Investment-grade
corporate bonds

Investment-grade corporate bond markets
offer a potential combination of consistent
income and high-quality duration. As of the
end of March 2024, the average yield in
global investment-grade corporate bonds
was around 4.88%—which is well above
the average level of 2.94% observed in the
last decade. This is competitive in absolute
terms and relative terms as it offers a yield
pickup over traditional government bonds.
Compared with other credit segments,
yields in investment-grade corporate bonds
are typically lower, however. This reflects
lower risk, as companies in this space have
a minimum credit rating of BBB-. In all,

the attributes of this credit sector suit an
investor seeking stable income but with a
lower tolerance for risk.

Within investment-grade credit, investors can
target a particular region, such as the U.S. or
Europe, or cast the net wider with a global
investment-grade approach. For investors
looking for a sustainability lens, impact bonds
are issued by companies and governments
to help finance projects seeking to generate
positive environmental and/or social impact
alongside a financial return.

2. High yield corporate bonds

A long-term allocation to high yield offers
potential income generation from higher
coupons and higher distributing yields. The
main source of total return in the high yield
bond market is from coupon payments,
and current levels are attractive particularly
if the fundamental environment remains
supportive and risk premiums remain stable.
As of the end of March 2024, the average
yield in global high yield corporate bonds
was around 7.63%—which is near multiyear
highs.2 That said, the risks are higher than
investment-grade bonds, so investors
need to balance the higher yield on offer
with their tolerance for risk. Defaults are
currently low but expected to rise this year,
so individual credit research is essential to
help identify companies with elevated risks.

Similar to investment grade, there are options
to focus on a particular region’s high yield
attributes, including the mature U.S. market.
Alternatively, there is Europe. Here the
market is younger, with potentially greater
opportunities for price and information
discovery through prudent research and
active management. Global approaches
are another option to capture the attractive
high yield opportunities worldwide.

Emerging
markets (EM)
debt offers attractive
return potential and
growth opportunities.

3. Emerging markets debt

Emerging markets (EM) debt offers
attractive return potential and growth
opportunities. This multi-trillion-dollar
market covers more than 700 companies,
80 countries, and 30 currencies. It is vast,
with potential to diversify opportunities
uncorrelated to the global cycle.

Progress on bringing down inflation means
EM central banks are leading developed
markets in this turn of the interest rate
cycle. There have already been a number
of interest rate cuts in EM this year. In

all, EM currently offers an attractive yield
premium over developed markets, but

the credit risks are higher and must be
actively monitored.

TAs of March 31, 2024. Yield to worst of the Bloomberg Global Aggregate — Corporate Bond Index. Average is daily average over the period.

Source: Bloomberg Finance L.P. Past performance is not a reliable indicator of future performance.

2As of March 31, 2024. Yield to worst of the ICE BofA Global High Yield Index. Average is daily average over the period. Source: ICE BofA. See Additional
Disclosures. Past performance is not a reliable indicator of future performance.
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EM corporate bonds are typically the most
defensive way for investors to access

EM return potential as the average credit
rating of companies is BBB-.2 Meanwhile,
EM local debt offers the potential to
diversify and invest in different interest
rate cycles. EM hard currency sovereign
bonds, meanwhile, feature a wide range
of markets, including higher-yielding
frontier markets. A flexible EM portfolio,
alternatively, can typically invest across the
full range of EM debt asset classes.

4. Securitized

Securitized credit offers the potential for
competitive yields and is typically less
sensitive to interest rate changes due to
its generally shorter-duration profile when
compared with sovereign or corporate
bonds. Securitization is a process in which
cash flow-producing financial assets —
such as mortgages, auto loans, or credit
cards—are pooled and repackaged. The
resulting securities are sold to investors.

The universe of securitized credit

is vast, ranging from commercial
mortgage-backed securities (CMBS) that
are backed by loans on assets such as
shopping malls, office buildings, and
warehouses to asset-backed securities
(ABS) that are backed largely by consumer
credit, including credit cards, student
loans, and auto loans. Securitized credits

also span the credit rating segment.

The wide-ranging asset class offers
diversification possibilities but also
requires careful research. Despite low
default rates in aggregate, performance
among subsectors and individual credits
can have significantly different results.

5. Multi-asset credit

A multi-asset credit solution offers the
potential for attractive income and
diversified returns. Such solutions invest
across a variety of credit sectors and
can include investment grade, high yield,
emerging markets, securitized, and
bank loans. This broad reach creates the
potential to diversify alpha sources and
mitigate volatility. This can be appealing
for those seeking yield and lower volatility
compared with risk markets, such

as equity.

In all, credit markets offer a wide range of
opportunities, from generating income to
capital appreciation or a combination of
the two. It's vital to choose an approach
that prioritizes research, particularly in the
current environment of tight credit spreads
and heightened geopolitical risks. This can
help instill confidence in credit investing
and empower investors to take potential
advantage of the attractive all-in yields that
are available.

3As of March 31, 2024. The average credit rating is for the J.P. Morgan Corporate Emerging Markets
Bond Index (CEMBI) Broad Diversified. Source: J.P. Morgan. See Additional Disclosures.
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...credit markets
offer a wide range of
opportunities, from

generating income to
capital appreciation
or a combination of
the two.
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INVEST WITH CONFIDENCE

T. Rowe Price identifies and actively invests in opportunities to help people thrive in an
evolving world, bringing our dynamic perspective and meaningful partnership to clients
so they can feel more confident.

Additional Disclosures
CFA® and Chartered Financial Analyst® are registered trademarks owned by CFA Institute.

ICE Data Indices, LLC (“ICE DATA"), is used with permission. ICE DATA, ITS AFFILIATES AND THEIR RESPECTIVE THIRD PARTY SUPPLIERS DISCLAIM
ANY AND ALL WARRANTIES AND REPRESENTATIONS, EXPRESS AND/OR IMPLIED, INCLUDING ANY WARRANTIES OF MERCHANTABILITY OR
FITNESS FOR A PARTICULAR PURPOSE OR USE, INCLUDING THE INDICES, INDEX DATA AND ANY DATA INCLUDED IN, RELATED TO, OR DERIVED
THEREFROM. NEITHER ICE DATA, ITS AFFILIATES NOR THEIR RESPECTIVE THIRD PARTY SUPPLIERS SHALL BE SUBJECT TO ANY DAMAGES

OR LIABILITY WITH RESPECT TO THE ADEQUACY, ACCURACY, TIMELINESS OR COMPLETENESS OF THE INDICES OR THE INDEX DATA OR ANY
COMPONENT THEREOF, AND THE INDICES AND INDEX DATA AND ALL COMPONENTS THEREOF ARE PROVIDED ON AN “AS IS” BASIS AND YOUR USE
IS AT YOUR OWN RISK. ICE DATA, ITS AFFILIATES AND THEIR RESPECTIVE THIRD PARTY SUPPLIERS DO NOT SPONSOR, ENDORSE, OR RECOMMEND
T. ROWE PRICE OR ANY OF ITS PRODUCTS OR SERVICES.

Information has been obtained from sources believed to be reliable but J.P. Morgan does not warrant its completeness or accuracy. The index is used
with permission. The Index may not be copied, used, or distributed without J.P. Morgan'’s prior written approval. Copyright © 2024, J.P. Morgan Chase
& Co. All rights reserved.

Important Information

This material is being furnished for general informational and/or marketing purposes only. The material does not constitute or undertake to give
advice of any nature, including fiduciary investment advice, nor is it intended to serve as the primary basis for an investment decision. Prospective
investors are recommended to seek independent legal, financial and tax advice before making any investment decision. T. Rowe Price group of
companies including T. Rowe Price Associates, Inc. and/or its affiliates receive revenue from T. Rowe Price investment products and services. Past
performance is not a reliable indicator of future performance. The value of an investment and any income from it can go down as well as up.
Investors may get back less than the amount invested.

The material does not constitute a distribution, an offer, an invitation, a personal or general recommendation or solicitation to sell or buy any securities
in any jurisdiction or to conduct any particular investment activity. The material has not been reviewed by any regulatory authority in any jurisdiction.
Information and opinions presented have been obtained or derived from sources believed to be reliable and current; however, we cannot guarantee the
sources’ accuracy or completeness. There is no guarantee that any forecasts made will come to pass. The views contained herein are as of the date
written and are subject to change without notice; these views may differ from those of other T. Rowe Price group companies and/or associates. Under
no circumstances should the material, in whole or in part, be copied or redistributed without consent from T. Rowe Price.

The material is not intended for use by persons in jurisdictions which prohibit or restrict the distribution of the material and in certain countries the
material is provided upon specific request. It is not intended for distribution to retail investors in any jurisdiction.

DISCLOSURE CONTINUES ON THE FOLLOWING PAGE.
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any means that would be deemed public under the laws of the Mainland China. The information relating to the strategy contained in this material has not
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