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Thoughts from Our Senior Portfolio Managers

Halftime: Prepping the Second Half
“It’s better to look ahead and prepare, than to look back and regret.” —Jackie Joyner-Kersee

In our last note, we looked backwards and graded our advice to clients with a midyear scorecard—determining how well we framed out
the first half of 2025 at the start of the year. Overall, we think we did a pretty good job and don’t have many regrets. We characterized
the year as being driven by tariff, fiscal, geopolitical and policy uncertainty. We also claimed that growth, core inflation and, eventually,
central bank policy rates would move further into balance.

Now that we’ve crossed the halfway mark, we’re once again looking ahead and preparing. With the “One Big Beautiful Bill Act” (OBBA)
behind us and tariff negotiations reescalating, we’re reattempting to help clients craft a view on how the remainder of the year may or
may not play out. If this year has taught us anything, it's that the most effective portfolios take a longer-term view but also retain the
flexibility to react when conditions shift quickly. Here’s how we see the landscape for the months ahead—and where our attention is
focused now.

Key Takeaways

¢ As we look ahead to the second half of the year, we’re mindful of the shifting macro landscape—growth appears to be cooling,
inflation is easing unevenly, and central banks are increasingly charting their own paths. We're preparing for a world where policy
divergence and geopolitical developments will continue to shape the outlook.

e Market conditions remain fluid, with volatility still a defining feature. We’re seeing opportunities emerge as rates fluctuate within
ranges, currencies adjust to changing narratives, and credit spreads reflect a more selective risk environment.

e We continue to lean into strategies that offer flexibility and resilience. Whether it’s short-duration high yield for its defensive carry, or
global and core plus strategies for their adaptability, we’re focused on staying nimble and disciplined as we navigate what’s next.

Midyear Outlook: Our View

Trade Policy: We expect tariff discussions to remain a persistent source of noise in the near term—especially now that the fiscal
outlook has been clarified by the passage of the OBBA. With the administration’s evolving posture, shifting tariff levels, changing
effective dates, and varying sector and country targets, it is difficult to pinpoint where final tariff rates will land or when. However, the
increased formality of the process (letters rather than tweets) and more active engagement among trading partners suggest that tariffs
are on the way to settling at levels near historical highs. The resulting uncertainty—and its impact on business and consumer
sentiment—uwill continue to show up in macro data in the weeks and months ahead.

Growth: We expect global growth to slow but remain positive, with US GDP growth finishing around 1.3% for 2025 (Display 1). The US
consumer and labor markets are softening, but both remain resilient enough to avoid recession. Headline GDP prints will likely remain
volatile due to trade and inventory effects, while business surveys and consumer activity suggest cooling underlying momentum.
Europe faces more pronounced challenges: the recent announcement of a 30% baseline tariff for EU exports to the US could prove
significant, as it would likely tip the region into recession and force the ECB to ease further in response. Nevertheless, we currently see
eurozone growth at around 0.8%.

Inflation: We see inflation decelerating globally, with the exception of the US, where we see core CPI ending 2025 near 3.8% (Display
2) and eurozone inflation around 2.1%. Goods inflation is now flat to negative, and services inflation is easing. However, headline prints
may prove sticky due to energy prices and tariff effects; other sticky components like shelter and wage growth, while still elevated, have
recently shown signs of softening. The path back to target is likely to be very uneven given the current policy outlook.

Central Bank Policy: We expect divergence among global central banks to become even more pronounced. We believe the Fed will
deliver three cuts in 2025 (Display 3), ending the year with a policy rate near 3.63%. The ECB, having front-loaded its easing cycle, is
likely to cut once more—unless tariff shocks accelerate the need for further cuts. The Bank of England may cut rates twice more,
targeting 3.75%, while the Bank of Japan is expected to remain cautious and gradually tighten as inflation pressures persist. Looking
ahead, market attention will increasingly focus on Fed independence and the selection process for Jerome Powell’s successor.



Rates: We expect US rates to remain range-bound, with the 10-year US Treasury yield ending 2025 near 4.0% (Display 4). We
continue to favor curve steepeners in the belly of the curve—positions that benefit as the gap between short- and long-term yields
widens—along with tactical trading ranges. We’re most comfortable taking interest-rate risk where policy and fundamentals are
supportive. In Europe, yields likely have further to fall, with German 10-year Bunds ending the year near 2.2%. Uncertainty around fiscal
policy and global politics will keep volatility elevated.

US Dollar: We see dollar softness as a dominant theme (Display 5), reflecting a moderation in US exceptionalism and narrowing rate
differentials. The dollar should remain volatile, with tail risks on both sides: renewed US fiscal or growth concerns could prompt
strength, while diversification and global capital flows could drive further weakness. The interplay between policy, flows and sentiment
will be crucial for the remainder of the year.

Credit Conditions: Credit fundamentals remain supportive overall, with high yield default rates expected to remain below 3% in both
the US and Europe. Downgrades and defaults should rise modestly but remain manageable. Despite tight spreads, as we highlighted at
the start of the year, we believe high yield is still likely to outperform equities in risk-off episodes, while technicals remain supportive for
higher-quality credit. Security selection and risk management are central as new issuance and sector dispersion create opportunity.

Cross-Sector/Relative Value: We believe the current landscape is truly a global multi-sector manager’s playground. Regional
divergence, sector rotation, and dispersion in credit, sovereign and currency markets create a wide opportunity set for security selection
and tactical allocation. Maintaining a bias toward quality and liquidity is prudent, but flexibility and a global perspective will be essential
for capturing value as conditions shift.

Volatility: Volatility remains a defining feature, with persistent spikes driven by geopolitical tensions, trade disputes and shifting central
bank narratives. Active management is not just an advantage but a necessity; we believe alpha will come from security selection,
dynamic risk budgeting and the ability to reposition portfolios as new information arrives.

Risks to Our Forecast: While our base case is for a gradual slowdown and continued disinflation, humility remains essential.
Downside surprises in growth or employment, unanticipated fiscal or trade shocks, and escalating geopolitical risks (“‘unknown
unknowns”) could upend our current assumptions and force rapid portfolio pivots. Structural market fragilities—including liquidity,
concentration risk and passive flows—may amplify volatility. Above all, we recognize the value of an ongoing process review and a
willingness to reevaluate and recalibrate as conditions evolve.

Investment Implications

We believe navigating the second half of 2025 will reward those who balance conviction with flexibility and keep a sharp focus on
process, risk management and relative value. This isn’t an environment for market-timing or chasing headlines; it's a time for staying
invested, disciplined and adaptable—an approach that has served us and our clients well so far this year.

e Short-Duration High Yield continues to offer the best of both worlds—meaningful yield, resilient risk mitigation, and the potential
for equity-like returns with less volatility. As volatility remains elevated and defaults inch up from historical lows, credit selection and
risk management are paramount, but the carry and structural advantages of the asset class remain compelling. The strategy’s
ability to perform in both rallies and risk-off episodes has reinforced its role as an “all-weather” solution. All-in yields at the current
level of ~7% still rival many Wall Street forecasts for equity returns, and we remain convinced that short-duration high yield
continues to be one of the best risk-adjusted returns for investors in the intermediate term.

e Core Plus strategies remain a cornerstone for diversified portfolios, giving us the flexibility to rotate across sectors, adjust curve and
duration exposures, and seek yield in the right places while maintaining a bias toward quality and liquidity. The capacity to add risk
selectively—when dislocations arise—has delivered strong results and positioned us to both capture opportunity and protect capital.

e Global Fixed Income provides an expanding set of tools for managing risk and finding incremental yield as global cycles diverge.
Regional and sector dispersion have created a genuine playground for active managers; exposure to non-US rates and credit,
combined with active currency management, has allowed us to generate alpha and diversify away from single-market risk.

Above all, our disciplined approach—anchored in preparation and a willingness to adapt—has delivered strong performance in a

challenging year. We don’t expect the path ahead to be easy, but we do believe that staying liquid, staying diversified and staying
humble are the best ways to keep portfolios and clients one step ahead.

On behalf of the team,

Scott DiMaggio, Gershon Distenfeld, Matt Sheridan, Fahd Malik, Will Smith, John Taylor, Serena Zhou, Tim Kurpis, Christian
DiClementi, Sonam Dorji and AJ Rivers

To learn more about AB’s fixed-income solutions and access other market insights, visit Fixed-Income Investments | AB.
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US Economic Scenarios

Economic Outcome Description Probability (Percent)
Hard Landing/Deep Either an external shock occurs or business-cycle dynamics deteriorate 20
Contraction sharply. Growth slows rapidly, and central banks have to act

aggressively to support growth.

Soft Landing/Mild Contraction Growth slows, labor markets weaken, and central banks hurry to get 35
back to neutral. The magnitude of the slowdown defines the terminal
rate, and inflation expectations determine the speed at which it is
reached.

Rebalancing Both inflation and growth approach trend levels only slowly, leaving the 35
Fed comfortable easing policy slowly and remaining restrictive well into
2025: 25—-basis points cuts at some, but not all, meetings until the policy
hits neutral in late 2025 or 2026.

Stagflation The economy slows, but inflation expectations rise, trapping the Fed 5
between a rock and a hard place.

No Landing The economy performs despite headwinds, and inflation stays elevated 5
enough to keep the Fed on hold for some time to come.

European Tariff Scenarios

Upside Current Situation April 2-9 Downside
Counterfactual No Universal 10% Universal 20% Universal 30% Universal

No Tariffs at All ] Tariffs Tariffs Tariffs
2025 Forecasts (Percent) (Percent) (Percent) (Percent) (Percent)

Growth (YoY) 1.10 0.80 0.06 0.30 -0.60

Inflation (Annual) 2.00 1.80 1.60 1.70 1.40

ECB Deposit Rate

(Year-End 2025) 2.00 175 1.75 1.75 1.00
§f§§:§'i’ﬁ& 30.00 40.00 60.00 70.00 90.00




Display 1: We Expect US Growth to Slow but Remain Positive
Real GDP YoY (Percent)
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Display 2: We Expect Inflation Impact from Tariffs to Materialize in 2H25
Core CPI Index (YoY)
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Display 3: AB Expects One More Cut than the Market Anticipates from the FOMC
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Display 4: We Anticipate 10-Year Treasury Yields to Remain Within Local Ranges
United States Treasury Bond 10-Year Yield (Percent)
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Display 5: We Anticipate That Dollar Softening Will Remain a Dominant Theme Against Select Pairs
US Dollar Index
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Investment Risks to Consider

The value of an investment can go down as well as up and investors may not get back the full amount they invested. Capital is at risk. Past performance
does not guarantee future results. Important Information: The views expressed herein may change at any time after the date of this publication. This document
is for informational purposes only and does not constitute investment advice. AllianceBernstein L.P. does not provide tax, legal or accounting advice. It does not take
an investor’s personal investment objectives or financial situation into account; investors should discuss their individual circumstances with appropriate professionals
before making any decisions. This information should not be construed as sales or marketing material, or an offer or solicitation for the purchase or sale of any
financial instrument, product or service sponsored by AllianceBernstein or its affiliates. References to specific securities are presented to illustrate the application of
our investment philosophy only and are not to be considered recommendations by AB. The specific securities identified and described herein do not represent all the
securities purchased, sold or recommended for the Portfolio, and it should not be assumed that investments in the securities identified were or will be profitable.
AllianceBernstein and its affiliates may have positions in, and may effect transactions in, the markets, industry sectors and companies described herein. Note to All
Readers: The information contained herein reflects the views of AllianceBernstein L.P. or its affiliates and sources it believes are reliable as of the date of this
publication. AllianceBernstein L.P. makes no representations or warranties concerning the accuracy of any data. There is no guarantee that any projection, forecast
or opinion in this material will be realized. Note to Readers in Canada: AllianceBernstein provides its investment-management services in Canada through its
affiliates Sanford C. Bernstein & Co., LLC and AllianceBernstein Canada, Inc. It should not be construed as advice as to the investing in or the buying or selling of
securities, or as an activity in furtherance of a trade in securities. Note to Readers in the United Kingdom and Europe: For Investment Professional use only.
Not for inspection by, distribution or quotation to, the general public. This document has been approved by AllianceBernstein Limited, an affiliate of
AllianceBernstein L.P. Note to Readers in the United Kingdom: Issued by AllianceBernstein Limited, 60 London Wall, London EC2M 5SJ, registered in England,
No. 2551144. AllianceBernstein Limited is authorised and regulated in the UK by the Financial Conduct Authority (FCA). Note to Readers in Europe: This
information is issued by AllianceBernstein (Luxembourg) S.a r.l. Société a responsabilité limitée, R.C.S. Luxembourg B 34 305, 2-4, rue Eugéne Ruppert, L-2453
Luxembourg. Authorised in Luxembourg and regulated by the Commission de Surveillance du Secteur Financier (CSSF). Note to Readers in Switzerland: This
information is directed at Qualified Investors only. Issued by AllianceBernstein Schweiz AG, Zirich, a company registered in Switzerland under company number
CHE-306.220.501. AllianceBernstein Schweiz AG is a financial service provider within the meaning of the Financial Services Act (FinSA) and is not subject to any
prudential supervision in Switzerland. Further information on the company, its services and products, in accordance with Art. 8 FinSA, can be found on the Important
Disclosures page at www.alliancebernstein.com. Note to Readers in Japan: For Institutional Investor use only. Not for inspection by, distribution or
quotation to, the general public. This document has been provided by AllianceBernstein Japan Ltd. AllianceBernstein Japan Ltd. is a registered investment-
management company (registration number: Kanto Local Financial Bureau no. 303). It is also a member of the Japan Investment Advisers Association; the
Investment Trusts Association, Japan; the Japan Securities Dealers Association; and the Type Il Financial Instruments Firms Association. The product/service may
not be offered or sold in Japan; this document is not made to solicit investment. Note to Readers in Australia and New Zealand: For Institutional Investor use
only. Not for inspection by, distribution or quotation to, the general public. This document has been issued by AllianceBernstein Australia Limited (ABN 53 095
022 718 and AFSL 230698). Information in this document is intended only for persons who qualify as “wholesale clients,” as defined in the Corporations Act 2001
(Cth of Australia) or the Financial Advisers Act 2008 (New Zealand), and should not be construed as advice. Note to Readers in Hong Kong: For Institutional
Investor use only. Not for inspection by, distribution or quotation to, the general public. The issuer of this document is AllianceBernstein Hong Kong Limited
BB F A F MR/ 5], This document has not been reviewed by the Securities and Futures Commission. Note to Readers in China: This information contained
here reflects AllianceBernstein Hong Kong Limited (*AB”) or its affiliates and sources it believes are reliable as of the date of this publication. This presentation has
been provided to you for the sole use in a private and confidential meeting. AB makes no representations or warranties concerning the accuracy of any data. There is
no guarantee that any projection, forecast or opinion in this material will be realized. Past performance does not guarantee future results. The views expressed here
may change at any time after the date of this publication. This presentation is for informational purposes only and does not constitute investment advice. AB does not
provide tax, legal or accounting advice. In considering this material, you should discuss your individual circumstances with professionals in those areas before
making any decisions. This presentation or any information contained or incorporated by reference herein does not constitute an offer to sell or the solicitation of an
offer to purchase any financial instrument, product or service sponsored by AB or its affiliates within the People’s Republic of China (“PRC”, for such purposes,
excluding Hong Kong, Macao and Taiwan). Note to Readers in Vietnam, the Philippines, Brunei, Thailand, Indonesia and India: This document is provided
solely for the informational purposes of institutional investors and is not investment advice, nor is it intended to be an offer or solicitation, and does not pertain to the
specific investment objectives, financial situation or particular needs of any person to whom it is sent. This document is not an advertisement and is not intended for
public use or additional distribution. AllianceBernstein is not licensed to, and does not purport to, conduct any business or offer any services in any of the above
countries. Note to Readers in Malaysia: For Institutional Investor use only. Not for inspection by, distribution or quotation to, the general public. Nothing in
this document should be construed as an invitation or offer to subscribe to or purchase any securities, nor is it an offering of fund management services, advice,
analysis or a report concerning securities. AB is not licensed to, and does not purport to, conduct any business or offer any services in Malaysia. Without prejudice to
the generality of the foregoing, AB does not hold a capital-markets services license under the Capital Markets & Services Act 2007 of Malaysia, and does not, nor
does it purport to, deal in securities, trade in futures contracts, manage funds, offer corporate finance or investment advice, or provide financial-planning services in
Malaysia. Note to Readers in Singapore: For Institutional Investor use only. Not for inspection by, distribution or quotation to, the general public. This
document has been issued by AllianceBernstein (Singapore) Ltd. (“ABSL”, Company Registration No. 199703364C). AllianceBernstein (Luxembourg) S.ar.l. is the
management company of the Portfolio and has appointed ABSL as its agent for service of process and as its Singapore representative. AllianceBernstein
(Singapore) Ltd. is regulated by the Monetary Authority of Singapore. This advertisement has not been reviewed by the Monetary Authority of Singapore.
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