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KEY TAKEAWAY

> Investment grade credit has
increasingly become a tale of two
markets, hyperscaler financing and
then everything else

After widening to begin the year, US
investment grade (IG) spreads rebounded
in Q2 2026. The spread of the Bloomberg
US Credit Index (Index) tightened 14 bps
during the quarter to 69 bps and is now 4 bps
tighter year-to-date.’ Both excess and total
returns were positive as well.

However, IG credit has increasingly become
a tale of two markets, hyperscaler financing
and then everything else. As noted in the
ClO Letter, hyperscaler credit spreads have
underperformed the broader IG market by
roughly 70 bps over the past five quarters.?
From our observation, investors have

had difficulty digesting the sheer size and
cadence of hyperscaler-related issuance.

In the last year alone, the percent share

of hyperscaler bonds in the IG market has
nearly doubled from 2.2% to 4.2%.3 Similar
increases can be seen in the US high yield
and UK'IG markets.

Concurrently, tight spreads, an increasingly
hawkish tone from the Fed as inflation
strengthens and geopolitical uncertainty
further muddle the investment environment.

These concerns seem somewhat offset

by strong corporate earnings and positive
economic growth. So how does this inform
the positioning of PPM's strategies?

In Investment Grade Credit, we added a
modest amount of risk in June, identifying
attractive securities that were concentrated
in the Utility and Midstream sectors. We
also rebuilt our risk budget over the quarter
through Treasury holdings as we wait for
spread-widening events to occur. Our
positioning in the Technology sector (that
includes hyperscalers) fluctuated, and we
ultimately ended with a slight underweight.
As Al risk continues to cascade through the
market, we are well positioned to invest

in the hyperscalers and other technology
credits when we believe the entry points are
most attractive.

In Investment Grade Credit Plus and Core
Plus, we have kept risk closer to home and
await opportunities to deploy capital. As
the curve flattened during the quarter, we
reduced long-end exposure by selling credit
and moving into more short-term structured

products. Additional investment opportunities

may come from repricing as the impact of Al

issuance seeps into other areas of the market.

We also anticipate a more aggressive M&A

landscape, continued policy uncertainty and

weaker areas of fundamentals (e.g., sticky
inflation) to present tactical opportunities in
the second half of the year.
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As of 23 July 2026. Unless otherwise stated, the information presented has been prepared from market observations
and other sources believed in good faith to be reliable. Information and opinions expressed by PPM are current as
of the date indicated and are subject to change without notice. Past performance is no guarantee of future results.
Forward-looking statements are subject to uncertainties that could cause actual developments and results to differ
materially from the expectations expressed. (1) Unless indicated, data sourced from Barclays. 1 July 2026. (2) ICE Data
Services. Daily data through 8 July 2026. Index is the ICE BofA US Corporate Bond Index. Hyperscalers are Amazon,
Alphabet (Google), Microsoft, Meta, Oracle, Nvidia and SpaceX. (3) ICE Data Services. 8 July 2026. Data for the
ICE BofA US Corporate Index, the ICE BofA US High Yield Bond Index and the ICE BofA Sterling Corporate Index.
Hyperscaler weightings aggregated by PPM.
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For timely commentary
from our investment
teams please visit:

ppmamerica.com/blog


https://www.ppmamerica.com/news-and-insights/blog

ABOUT PPM AMERICA

Our mission is to be seen by clients and their advisors as
a consistently reliable partner to help them achieve their
long-term value goals.

PPMis a US-based institutional asset manager with $94.95
billion in assets under management as of 31 March 2026.#
Established in Chicago in 1990, PPM exists to consistently
support institutional clients in achieving their long-

(4) AUM includes committed but unfunded capital for PPM's private equity
and commercial real estate businesses. Forward-looking statements are
subject to uncertainties that could cause actual developments and results
to differ materially from the expectations expressed.

Past performance is no guarantee of future results. Investments involve
varying degrees of risk and may lose value.

Generally, PPM America, Inc. is referred to herein as "PPM." Any use or
reproduction of the information contained herein is prohibited without
the written permission of PPM.

This document has been prepared solely for informational purposes
and is not a recommendation, offer, or a solicitation of an offer, to buy,
sell, or hold any security or instrument. Certain products and services
may not be available in all jurisdictions or to all client types. No offer of
any interest in any product will be made in any jurisdiction in which the
offer, solicitation or sale is not permitted, or to any person to whom it is
unlawful to make such offer, solicitation or sale.

The opinions and views expressed herein are not intended to be relied
upon as a prediction or forecast of actual future events or performance,
guarantee of future results, recommendations or advice. Forward-
looking statements are subject to uncertainties that could cause actual
developments and results to differ materially from the expectations
expressed. All statements other than statements of historical fact are
forward-looking statements based on PPM’s plans, expectations and
views as of the date herein, and can be identified by the use of words

such as "may", "will", "except’, "view", "potential’, "target’, "likely", "believe’,

"anticipate”, "should”, "estimate”, or other similar words. This information
has been prepared from sources believed reliable, but the accuracy and
completeness of the information cannot be guaranteed. Information and
opinions expressed by PPM are current as of the date indicated and are

subject to change without notice.

This document may include simplified presentations of complex
processes and are provided for illustrative purposes only. PPM's actual
activities and processes may differ from what is shown herein. No
assurance can be given that such processes will be applied at any given
time and are subject to change without notice.

There can be no assurance that any particular individual will be involved
in the management of any portfolio for any period of time, if at all.
Furthermore, there can be no assurance that any PPM professionals
presented herein will remain with PPM or that past experience or
performance of such professionals serves as an indicator of his or her
performance.

PPMAMERICA

term value goals. We offer our mentality of hard work,
straight talk, full transparency and humility. Our success
is supported by a team-based culture that encourages
debate, collaboration and consistency. At the center of
our belief is the fact that our best ideas to date have and
can come from any team member anywhere in our firm.
We believe the success of our investment culture is best
demonstrated by the strong retention of our clients and
investment professionals.

Indices are unmanaged and are not available for direct investment. The
index returns do not reflect management fees, transaction costs, or other
expenses, with the exception of ICE indices that do reflect transaction
costs. Performance of any index does not represent actual portfolio
performance. A portfolio may differ significantly from the securities
included in an index. Any index information provided is for comparison
purposes only to reflect general market conditions for the period shown.

The Bloomberg US Credit Index provides a broad measure of investment
grade, USD-denominated credit securities. It includes publicly-issued US and
SEC-registered global corporate securities, foreign debt and secured notes.

The ICE BofA Sterling Corporate Index tracks the performance of GBP-
denominated investment grade corporate debt publicly issued in the
eurobond or UK domestic market..

The ICE BofA US Corporate Index provides a broad measure of the USD-
denominated investment grade corporate debt securities publicly issued
in the US domestic market.

The ICE BofA US High Yield Index provides a broad measure of below
investment grade, USD-denominated fixed rate corporate debt. It
includes corporate bonds with risk exposures to countries that are
members of the FX-G10, Western Europe or territories of the US and
Western Europe.

Bloomberg Index Services Limited. BLOOMBERG®.

ICE Indices (the "Indices”) are a product of ICE Data Indices, LLC ("ICE
Data") and are used with permission. ICE® is a registered trademark of ICE
Data or its affiliates. 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. Inclusion of a security within an index is
not a recommendation by ICE data to buy, sell, or hold such security, nor

is it considered to be investment advice. ICE data, its affiliates and their
respective third party suppliers do not sponsor, endorse, or recommend
PPM America, Inc., or any of its products or services
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