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In our January 2024 edition, we identified these three basic strategies for bond investors worldwide to follow this year:
« Diversify duration. Spread duration across different yield curves to maximize income and capture return potential.
« Prioritize flexibility. Diversify across sectors and securities to remain nimble.

» Be intentional with risk. Use high nominal and real yields to build durable, inflation-beating cash flows over multiple years.
This was doable in 2023 and could be again in 2024.

After the first three months of 2024, we're happy to say these three strategies are just as relevant today as they were in
January and they're likely to remain so over the rest of 2024 and into 2025. Bond markets are in a transition period as the
Federal Reserve and other central banks start to shift policy (Exhibit 1) in response to diverging growth (Exhibit 2) and
inflation trends.

EXHIBIT 1. CENTRAL BANK POLICY RATES AND FORWARD EXHIBIT 2. GLOBAL GROWTH DIVERGENCE
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Sources: Allspring and Bloomberg Finance LP. Each country’s policy rate is represented by Bloomberg’s pricing. Growth rates come from official statistics reported by Bloomberg. “Denotes consensus
estimates as tracked by Bloomberg. Datais as of 29-Mar-24.
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On the positive side, bonds are doing exactly what they're
designed to do—namely, generate consistent, predictable cash
flows that we believe should beat inflation over time. On the
negative side, pernicious inflation has yet to fully abate in some
economies around the world. We expect further disinflation will
continue to unfold—led by emerging economies and Europe—
while the U.S. is likely to follow, but with a lag. Fortunately, bond
yields are still at levels that should compensate for “sticky”
inflation and the possibility that trend inflation® settles above the
target rates that central banks set a few years ago.

Bond investors should consider the following themes and

strategies as they position their portfolios for the rest of this year

and beyond:

- Diversify duration. Spreading duration across the curve and
across global markets could allow bond investors to maximize
income and capture return potential.

- Positioning: Consider adding duration at the front end
of yield curves; yield curves are likely to steepen and/
or “twist.” We favor duration in Europe and emerging
economies, neutral positioning in the U.S., and
underweighting Japan.

- Strategies: Ultrashort duration strategies coupled with a
high income yield advantage should perform for taxable,
tax-exempt, and global bond investors.

EXHIBIT 3. YIELD BREAKEVENS ACROSS THE BOND MARKET
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« Prioritize flexibility. The cone of uncertainty remains wide
in financial markets as economic cycles diverge globally and
political shifts emerge around the world. Also, monetary policy
has started diverging—with some countries cutting rates; others
likely to cut rates; and Japan, the notable outlier, starting to
tighten policy after 17 years of ultra-loose policy. With such a
wide range of macro crosscurrents, it's our strong opinion that
diversifying across sectors and securities to remain nimble and
opportunistic is likely the best strategy for bond investors this
year. This isn't an environment to “set it and forget it.”

- Positioning: Consider adding incremental yield at the
front end of yield curves by going down the rating
spectrum, up to and including high yield; using high-
quality duration at the long end; and including structured
products and mortgage-backed securities (MBS) where
possible in the intermediate part of the curve.

- Strategies: We believe multi-sector debt strategies that
include the “plus” part of the bond market could allow
investors to capture generous amount of income while
also layering in protection against unexpected bouts of
volatility and/or an economic hard landing. We believe
climate transition strategies could perform well while
pursuing carbon reduction strategies at the same time.
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Sources: Allspring and Bloomberg Finance LP. Breakeven is the estimate of how much yields would need to rise for the sector to generate a negative return over a one-year holding period assuming no defaults.
Eachsector is part of the Bloomberg Global Aggregate Bond Index. Data is as of 29-Mar-24. US ST Gov/Corp = Bloomberg U.S. 1-3 Year Government/Credit Bond Index; US HY 1-3y Corp = Bloomberg U.S.
1-to-3 Year High Yield Bond Index; EU HY Corp = Bloomberg Pan-European High Yield Index; US HY Corp = Bloomberg U.S. Corporate High Yield Index; EU IG 1-5y Corp = Bloomberg Euro Corporate 1-5 Year
Bond Index; EM Sovereign = Bloomberg Emerging Markets Hard Currency Aggregate Index; UK IG Corps = Bloomberg Sterling Corporate Bond Index; US MBS = Bloomberg US Mortgage Backed Securities (MBS)
Index; EUIG Corp = Bloomberg Euro Aggregate Bond Index; US Agg = Bloomberg U.S. Aggregate Bond Index; US IG Corp = Bloomberg U.S. Corporate Bond Index; UST = Bloomberg U.S. Treasury Bond Index; EU
Agg = Bloomberg Euro Aggregate Bond Index; UK Gilts = Bloomberg Barclays Sterling Gilt Index; EU Govt = Bloomberg Euro Treasury Index

1. Trend inflation is the long-term estimate of the inflation rate based on price data through the present date (date the calculationis made). APRIL 2024 2
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- Be intentional with risk. Yields in many markets remain high
relative to inflation while credit risk premiums are quite narrow
(Exhibit 4). Globally, government bond yields have risen
modestly so far this year but remain below the peak levels
experienced in 2023. Although yields have risen, the extra
yield a bond investor receives for investing in nongovernment
credit debt has narrowed due to favorable economic growth
dynamics. In this environment, bond investors could consider
adding high nominal and real yields to build durable, inflation-
beating cash flows over multiple years. This was doable in
2023 and should be in 2024, too.

EXHIBIT 4. BONDS: HIGHER YIELDS, TIGHTER SPREADS
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Sources: Allspring and Bloomberg Finance LP. Each sector is part of the Bloomberg Global Aggregate

Bond Index. Data is as of 29-Mar-24.
100 basis points (bps) equal 1.00%.

- Positioning: Consider moving up in quality and focusing

on high-quality cash flows. Structured cash flows in asset-

backed securities, MBS, and other structured products
can allow investors to diversify cyclical risk inherent in
single-issuer corporate credit. Tax-exempt municipal
debt in the U.S. also allows bond investors to move up in
quality and de-emphasize cyclical exposure.

- Strategies: Bond strategies that track the “core” of the

taxable and tax-exempt bond markets offer a high-quality

bias and mid-market duration that could provide stable
cash flows and protection against an economic hard
landing.

Option-adjusted spreads (bps)

Use income to generate desirable outcomes

Financial markets started 2024 amid a “Goldilocks moment”
for the U.S. economy while Europe, Asia, and some emerging

economies faced challenging economic outlooks. To offset these

mounting headwinds, many central banks worldwide pivoted to

an easier policy stance. This macro backdrop should benefit fixed

income returns as it favors lower interest rates over time and a
wider trading range for credit premium.

The recent pullback in bond prices has pushed yields higher,
affording an attractive entry point to position bond portfolios
for capturing positive real yields plus some capital appreciation.
Major risks to this bond-friendly environment include possible
central bank policy errors, U.S. elections in November, and
potential military escalations in the Middle East and/or

Eastern Europe.
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For further information

We're committed to thoughtful investing, purposeful planning,
and the desire to deliver outcomes that expand above and beyond
financial gains. Visit our website at www.allspringglobal.com.

Contact details

FOR U.S. INVESTORS ONLY
« For retail clients, contact your financial advisor.

« To reach our intermediary sales professionals, contact your
dedicated regional director, or call us at 1-866-701-2575.

« To reach our institutional investment professionals, contact
your existing client relations director, or email us at
Allspringlnstitutional@allspringglobal.com.

« To reach our retirement professionals, contact your dedicated
defined contribution investment only specialist, or call us at
1-800-368-1370.

FOR EMEA AND APAC INVESTORS ONLY

To reach our EMEA- and APAC-based investment professionals,
contact us at Allspringlnternational@allspringglobal.com.

FOR SUSTAINABLE INVESTING

To discuss sustainable investing solutions, contact
Henrietta Pacquement, head of Sustainability, and
Jamie Newton, deputy head of Sustainability, at
henrietta.pacquement@allspringglobal.com and
jamie.newton@allspringglobal.com.

Unique viewpoints.
Delivered together as one.
That's Allview.

APRIL 2024

4


www.allspringglobal.com
mailto:AllspringInstitutional@allspringglobal.com
mailto:AllspringInternational@allspringglobal.com
mailto:henrietta.pacquement@allspringglobal.com
mailto:jamie.newton@allspringglobal.com

INCOME GENERATOR DN
[ 4 |

CFA® and Chartered Financial Analyst® are trademarks owned by CFA Institute.
Diversification does not ensure or guarantee better performance and cannot eliminate the risk of investment losses.

The Bloomberg Global Aggregate Bond Index is ameasure of global investment-grade debt performance. This multicurrency benchmark includes Treasury, government-related, corporate, and securitized
fixed-rate bonds from both developed and emerging market issuers. You cannot invest directly in an index.

The Bloomberg Euro Treasury Index consists of fixed-rate, investment-grade public obligations of the sovereign countries participating in the European Monetary Union. This index currently contains euro-
denominated issues from 18 countries. You cannot invest directly in an index.

The Bloomberg Barclays Sterling Gilt Index is a flagship measure of Great British Pound-denominated (British pound sterling), fixed-rate, investment-grade public obligations of the U.K. You cannot invest
directly inan index.

The Bloomberg Euro Aggregate Bond Index includes fixed-rate, investment-grade euro denominated bonds. Inclusion is based on the currency of the issue, and not the domicile of the issuer. The principal
sectors inthe index are the Treasury, corporate, government-related and securitized. You cannot invest directly into an index.

The Bloomberg U.S. Treasury Bond Index is an unmanaged index of prices of U.S. Treasury bonds with maturities of 1 to 30 years. You cannot invest directly in an index.

The Bloomberg U.S. Corporate Bond Index is an unmanaged market-value-weighted index of investment-grade corporate fixed-rate debt issues with maturities of one year or more. You cannot invest directly in
anindex.

The Bloomberg U.S. Aggregate Bond Index is a broad-based benchmark that measures the investment-grade, U.S.-dollar-denominated, fixed-rate taxable bond market, including Treasuries, government-
related and corporate securities, mortgage-backed securities (agency fixed-rate and hybrid adjustable-rate mortgage pass-throughs), asset-backed securities, and commercial mortgage-backed securities.
You cannot invest directly in an index.

The Bloomberg Euro Aggregate Bond Index includes fixed-rate, investment-grade Euro denominated bonds. Inclusion is based on the currency of the issue, and not the domicile of the issuer. The principal
sectors inthe index are the Treasury, corporate, government-related and securitized. You cannot invest directly into an index.

The Bloomberg US Mortgage Backed Securities (MBS) Index tracks fixed-rate agency mortgage backed pass-through securities guaranteed by Ginnie Mae (GNMA), Fannie Mae (FNMA), and Freddie Mac
(FHLMC). You cannot invest directly in anindex.

The Bloomberg Sterling Corporate Bond Index contains fixed-rate, investment-grade Sterling-denominated bonds. Inclusion is based on the currency of the issue, and not the domicile of the issuer. The
principal asset class in the index is corporate securities. You cannot invest directly in an index.

The Bloomberg Emerging Markets Hard Currency Aggregate Index s a flagship hard currency Emerging Markets debt benchmark that includes USD-denominated debt from sovereign, quasi-sovereign, and
corporate EMissuers. You cannot invest directly in an index.

The Bloomberg Euro Corporate 1-5 Year Bond Index tracks euro-denominated investment grade corporate bonds from industrial, utility, and financial issuers publicly issued in the Eurobond and eurozone
domestic markets. Time to maturity: 1-5 years. You cannot invest directly in anindex.

The Bloomberg U.S. Corporate High Yield Index is an unmanaged, U.S. dollar- denominated, nonconvertible, non-investment-grade debt index. The index consists of domestic and corporate bonds rated Ba and
below with a minimum outstanding amount of $150 million. You cannot invest directly in an index.

The Bloomberg Pan-European High Yield Index measures the market of non-investment grade, fixed-rate corporate bonds denominated in the following currencies: euro, pounds sterling, Danish krone,
Norwegian krone, Swedish krona, and Swiss franc. Inclusion is based on the currency of issue, and not the domicile of the issuer. The index excludes emerging market debt. You cannot invest directly inan index.

The Bloomberg U.S. 1-to-3 Year High Yield Bond Index is the 1-3 year component of the Bloomberg Barclays U.S. Corporate High Yield Bond Index. You cannot invest directly in an index.

The Bloomberg U.S. 1-3 Year Government/Credit Bond Index includes all medium and larger issues of U.S. government, investment-grade corporate, and investment-grade international dollar-denominated
bonds that have maturities of between 1 and 3 years and are publicly issued. You cannot invest directly in an index.

This material is provided for informational purposes only and is for professional, institutional, or qualified clients/investors. Not for retail use outside the U.S.

THIS MATERIAL DOES NOT CONSTITUTE AN OFFER OR SOLICITATION AND IN ANY CASE IS NOT INTENDED TO BE USED IN ANY JURISDICTION OR TO ANY PERSON WHERE T WOULD BE UNAUTHORIZED OR
UNLAWFULTO DO SO.

Allspring Global Investments™ (Allspring) is the trade name for the asset management companies of Allspring Global Investments Holdings, LLC, a holding company indirectly owned by certain private funds of
GTCRLLC and Reverence Capital Partners, L.P. Unless otherwise stated, Allspring is the source of all data (whichis current or as of the date stated); past performance is not a guarantee or reliable indicator of
future results; all investments contain risk; content is provided for informational purposes only with no representation regarding its adequacy, accuracy, or completeness and should not be relied upon; views,
opinions, assumptions, or estimates are not necessarily that of Allspring and are subject to change without notice; and this communication does not contain investment advice, an investment recommendation,
orinvestment research, as defined under local regulation of the respective jurisdiction.

FOR PROFESSIONAL/QUALIFIED INVESTOR USE ONLY WHEN USED OUTSIDE THE U.S.
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