FIXED INCOME'S RESPONSE
TO RISING RATES

PORTFOLIO
Askdé: N AdER

How has fixed income been affected by the Fed raising rates?

Transcript of a video recorded on November 30, 2017.

Matt Freund, Co-CIO, Head of Fixed Income Strategies, Senior Co-Portfolio Manager,
discusses the common misperception that yields all along the curve have a similar reaction
when the Fed raises rates. He explains that since the Fed has begun tightening, the long

end of the curve has remained well behaved, and the team expects this to continue.

[t's a common misperception that when the Fed raises short term interest rates, yields all along the curve react in
the same manner and that's just not true. It's really like a unicorn, we talk about them but they don’t really exist.

So, most of the time, the yield curve is twisting and turning in different and often unpredictable ways. Now we
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think that occurs for a couple of reasons. The first is what impacts the front end of the curve—so think out to

two or three years—is very different than the long end of the curve—out from 10 to 30 years. So the front end of the curve is really impacted by Fed

policy—short term overnight interest rates. It really dominates the front end.

So when the Fed is raising rates you will see two- and three-year Treasuries' rates go up as well. So rates go up, prices fall. At the same time,

though, the longer end of the curve is really dominated by the outlook for first inflation and second long term growth expectations—GDP growth.

And right now, despite the fact the Fed is raising interest rates, inflation is notable by its absence and long term GDP growth is really where it's been

for the last several years. In fact, it's very similar to where we were back in 2014. So until we see inflation become a problem or growth really

achieve its escape velocity—where it's a self-sustaining acceleration, we think the back end of the curve will be surprisingly well behaved.

WATCH VIDEO

Video recorded 11/30/2017.

Before investing carefully consider the fund’s investment objectives, risk, charges, and
expenses. Please see the prospectus and the summary prospectus containing this other
information or call 1-800-583-6959. Read it carefully before investing.

Opinions and estimates offered constitute our judgment and are subject to change without notice, as
are statements of financial market trends, which are based on current market conditions. We believe the
information provided here is reliable, but do not warrant its accuracy or completeness. This material is
not intended as an offer or solicitation for the purchase or sale of any financial instrument. The views
and strategies described may not be suitable for all investors. The material has been prepared for infor-
mational purposes only, and is not intended to provide, and should not be relied upon for, accounting,
legal or tax advice. References to future returns are not promises or even estimates of actual returns a
client portfolio may achieve. Any forecasts contained herein are for illustrative purposes only and care
not to be relied upon as advice or interpreted as a recommendation.
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