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• The “sweet spot” for quality and 
value

• AAA-A bonds are very high 
quality but often don’t offer 
attractive yields

• BBB / BBB- bonds have too much 
cyclicality and downgrade risk

• Focusing on the “sweet spot” 
narrows the universe of issuers 
down from 639 to just 188.
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SOURCE: MOODY’S
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SOURCE: BLOOMBERG

Any expectations presented here should not be taken as any guarantee or other assurance as to future results. Our opinions are a reflection of our best judgment at the time this

presentation was created, and we disclaim any obligation to update or alter forward-looking statements as a result of new information, future events or otherwise. The material

contained herein is based upon proprietary information and is provided purely for reference and as such is confidential and intended solely for those to whom it was provided by JIC.



M I S R AT I N G S  E X A M P L E  # 2  - E N E R G Y

SOURCE: BLOOMBERG
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A A A  C O M PA N I E S  N E A R LY  E X T I N C T

SOURCE: THEATLAS.COM & S&P
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C U R R E N T  S TAT E  O F  C R E D I T  R AT I N G S

SOURCE: BARCLAYS

Any expectations presented here should not be taken as any guarantee or other assurance as to future results. Our opinions are a reflection of our best judgment at the time this

presentation was created, and we disclaim any obligation to update or alter forward-looking statements as a result of new information, future events or otherwise. The material

contained herein is based upon proprietary information and is provided purely for reference and as such is confidential and intended solely for those to whom it was provided by JIC.
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I N V E S T M E N T  G R A D E  F U N D A M E N TA L S

SOURCE: JP MORGAN

Any expectations presented here should not be taken as any guarantee or other assurance as to future results. Our opinions are a reflection of our best judgment at the time this

presentation was created, and we disclaim any obligation to update or alter forward-looking statements as a result of new information, future events or otherwise. The material

contained herein is based upon proprietary information and is provided purely for reference and as such is confidential and intended solely for those to whom it was provided by JIC.



N O T  A L L  B B B ’ S  C R E AT E D  E Q U A L LY

SOURCE: BARCLAYS
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presentation was created, and we disclaim any obligation to update or alter forward-looking statements as a result of new information, future events or otherwise. The material
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Contribution to Change in BBB’s by Industry

Top 10 Industries account for 
almost 60% of the increase in 
BBB’s since 2009



N O T  A L L  B B B ’ S  C R E AT E D  E Q U A L LY

SOURCE: BLOOMBERG
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B B B  D E F A U L T  D ATA

SOURCE: MOODY’S
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Exhibit 44. Average cumulative issuer-weighted global default rates by alphanumeric rating, 1983-2018

Rating\Year 1 2 3 4 5 6 7 8 9 10

Aaa 0.00% 0.01% 0.01% 0.04% 0.06% 0.10% 0.13% 0.13% 0.13% 0.13%

Aa1 0.00% 0.00% 0.00% 0.05% 0.09% 0.14% 0.14% 0.14% 0.16% 0.22%

Aa2 0.00% 0.01% 0.11% 0.23% 0.35% 0.43% 0.52% 0.61% 0.73% 0.87%

Aa3 0.05% 0.12% 0.17% 0.24% 0.37% 0.48% 0.62% 0.74% 0.82% 0.90%

A1 0.07% 0.20% 0.41% 0.61% 0.81% 1.02% 1.22% 1.41% 1.55% 1.72%

A2 0.05% 0.14% 0.29% 0.49% 0.72% 1.05% 1.40% 1.76% 2.13% 2.50%

A3 0.05% 0.16% 0.36% 0.54% 0.80% 1.01% 1.27% 1.56% 1.88% 2.15%

Baa1 0.12% 0.33% 0.58% 0.84% 1.07% 1.31% 1.53% 1.69% 1.86% 2.09%

Baa2 0.16% 0.41% 0.68% 1.04% 1.36% 1.71% 2.09% 2.47% 2.88% 3.34%

Baa3 0.24% 0.60% 1.03% 1.55% 2.17% 2.81% 3.37% 3.98% 4.57% 5.13%

Ba1 0.43% 1.42% 2.63% 3.83% 5.09% 6.26% 7.17% 7.91% 8.66% 9.52%

Ba2 0.74% 1.92% 3.30% 4.69% 5.97% 7.00% 8.01% 9.16% 10.47% 11.84%

Ba3 1.36% 3.82% 6.78% 10.05% 12.74% 15.25% 17.60% 19.80% 21.79% 23.69%

B1 1.99% 5.30% 8.93% 12.44% 16.01% 19.28% 22.48% 25.26% 27.73% 29.72%

B2 3.00% 7.69% 12.37% 16.68% 20.28% 23.57% 26.40% 28.71% 30.89% 32.88%

B3 4.90% 10.69% 16.55% 21.68% 26.25% 30.29% 33.69% 36.66% 39.09% 41.05%

Caa 7.90% 15.33% 21.85% 27.42% 32.17% 35.96% 39.12% 42.13% 45.00% 47.28%

Ca-C 30.67% 40.87% 47.70% 52.42% 55.14% 56.37% 58.85% 60.60% 61.52% 61.52%

IG 0.09% 0.24% 0.43% 0.66% 0.90% 1.16% 1.41% 1.66% 1.91% 2.16%

SG 4.12% 8.37% 12.42% 16.02% 19.12% 21.76% 24.07% 26.09% 27.91% 29.51%

All 1.63% 3.26% 4.76% 6.04% 7.12% 8.03% 8.80% 9.47% 10.08% 10.61%


