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Certain Disclosures and Other Considerations

This presentation (together with any related oral commentary and any supplemental materials

or updates, this “Presentation”) has been prepared by investment banking personnel of

Guggenheim Securities, LLC (“Guggenheim Securities” or “us”) solely for the internal use

of the recipients hereof (each, a “Recipient” or “you”) and solely for informational purposes in

connection with a preliminary discussion of our firm and the services we provide. This

Presentation and the contents thereof are confidential and proprietary to Guggenheim

Securities and, without our prior written consent, may not be reproduced, disseminated,

quoted from or referred to, in whole or in part, at any time, in any manner or for any purpose.

This Presentation does not constitute and should not be construed or mistaken as financial

advice or as creating any financial advisory, fiduciary or other commercial relationship

between Guggenheim Securities, on the one hand, and any Recipient or other party, on the

other hand. In addition, this Presentation does not constitute and should not be construed as

(a) a recommendation, advice, offer or solicitation by Guggenheim Securities, its affiliates or

any of their respective officers, directors, employees, consultants, agents, advisors or other

representatives (collectively, “Representatives”) with respect to any transaction or other

matter, or with respect to the purchase or sale of any security, loan or other financial

instrument, or as to how to vote or otherwise act with respect to any potential transaction or

other matter, or (b) addressing (i) the underlying business or financial decision by any

Recipient or other party with respect to any transaction or other matter, (ii) the relative merits

of any transaction or other matter as compared to any alternative business or financial

strategies that might exist for any Recipient or other party, (iii) the financing of any transaction

or other business or financial strategy or (iv) the effects of any other transaction in which any

Recipient or other party might engage.

Without limitation of the foregoing, this Presentation has not been prepared by a Guggenheim

Securities research analyst and should not be construed or mistaken as a research report or

as otherwise providing a basis for any investment decision. Each Recipient shall be

responsible for determining whether any potential transaction or other matter is suitable for

and in the best interests of its equity holders, creditors and any other relevant constituencies.

Any views expressed herein are solely those of the author(s) and may differ from the views of

other Representatives of Guggenheim Securities. Any financial instruments referred to herein

may be speculative and may involve risks to principal and interest. Past performance with

respect to any transaction or other matter described herein is not (and should not be

construed or mistaken as being) indicative of future performance. We understand that each

Recipient will be responsible for conducting its own independent investigation and making its

own investment decision regarding any potential transaction, whether involving any issuers or

financial instruments referred to herein, or any other matter.

Any prices or levels shown, whether pertaining to securities, financial instruments or other

matters, are either historical or purely indicative. We express no view or opinion as to the price

or range of prices at which securities or other financial instruments of or relating to any

Recipient or any other party (whether or not referenced in this Presentation) may trade at any

time, including subsequent to the announcement or consummation of any potential

transaction.

Guggenheim Securities, its affiliates and their respective Representatives may have positions

in the financial instruments referred to herein and may have acquired them at prices no longer

available. Guggenheim Securities, its affiliates and their respective Representatives may

provide investment banking, advisory and other services to, and have other material

relationships with, the issuers or other entities referred to herein. This material is not

independent of the proprietary interests of Guggenheim Securities, its affiliates and their

respective Representatives, which interests may conflict with those of any Recipient.

In providing this Presentation, we (i) do not assume any responsibility, obligation or liability for

the accuracy, completeness, reasonableness, achievability or independent verification of, and

have not independently verified, any information included with this Presentation (including,

without limitation, any forward-looking information); (ii) express no view, opinion,

representation, guaranty or warranty (in each case, express or implied) regarding the

reasonableness or achievability of any forward-looking information or the assumptions upon

which any such forward-looking information is based; and (iii) assume that any information

obtained from public sources, data suppliers and other third parties is reasonable and reliable.

We do not provide legal, regulatory, tax, accounting or actuarial advice. We understand that

each Recipient will consult its own legal, regulatory, tax, accounting, actuarial and other

professional advisors in connection with any potential transaction or otherwise.

Except as otherwise indicated herein, this Presentation has been prepared and submitted as

of the date on which it is being submitted to you (or, if earlier, as of the date on the cover

page), reflects information available to us as of or prior to such date and is based on

economic, capital markets and other conditions as of or prior to such date. We assume no

obligation or liability (express or implied) for updating or otherwise revising this Presentation.

This Presentation supersedes any previous presentation, materials or oral commentary

delivered by us in connection with the subject matter hereof.

Neither Guggenheim Securities nor any of its Representatives shall be liable to any Recipient

or other person in any way for any losses, costs or claims arising from reliance on or use of

any of the information contained herein.

By accepting delivery of this Presentation, each Recipient will be deemed to acknowledge and

agree to the matters set forth above.

© 2021 Guggenheim Securities, LLC. All rights reserved.
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Evolution of the Fed Funds Rate – A Long Slide Down to the Zero Bound

Effective Federal Funds Rate

________________________

Source:  Bloomberg.
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Running Historic Government Deficits During an Economic Expansion 

Federal Deficit ($B)

________________________

Source:  Congressional Budget Office.
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Federal Debt Held by the Public ($B)
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Source:  Congressional Budget Office.
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Then the Pandemic Struck in Q1 2020 and the Staggered State Shutdowns 

and Persistent Infection Rates Significantly and Adversely Affected GDP 

and Employment

Real Gross Domestic Product (% Change from Preceding Period, Seasonally Adjusted at Annual Rates)

Total Number of People Claiming Benefits in All Programs(1)
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Source: BEA, United States Department of Labor.

(1) Includes regular state, federal employee, newly discharged veteran, pandemic unemployment assistance, pandemic emergency UC, extended benefits, state additional benefits, and STC / 

Workshare unemployment programs.
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The Federal Government’s Response to Date

________________________

Source:  CRFB’s COVID Money Tracker as of February 22, 2021, CBO’s Estimated Budgetary Effects of the Amendment in the Nature of a Substitute to the American Rescue Plan Act of 2021. 

Note: Includes $915 billion in COVID relief provisions in the Consolidated Appropriations Act, 2021 (Public Law 116-260). Also includes estimated breakdown of $1.9 trillion American Rescue Plan 

Act of 2021 per CBO analysis as of March 4, 2021.

U.S. COVID-19 Response

Allocated

Amount

Committed / 

Disbursed

Deficit 

Impact

Federal Reserve $5.81 trillion $2.76 trillion N/A

Administrative $663 billion $482 billion $93.9 billion

Legislative $5.94 trillion $3.03 trillion $5.26 trillion

+ Loan Programs $1.61 trillion $992 billion $1.21 trillion

+ Payroll Protection Program $828 billion $669 billion $805 billion

+ Economic Injury Disaster Loans $475 billion $200 billion $50 billion

+ Airline Industry Support $94.5 billion $60.7 billion $65.4 billion

+ Other $209.5 billion $62.3 billion $293.3 billion

+ Income Support $944 billion $539 billion $915 billion

+ Unemployment Benefits $828 billion $459 billion $820 billion

+ Other $116 billion $80 billion $95 billion

+ Health Spending $617 billion $277 billion $607 billion

+ Direct Payments $860 billion $412 billion $860 billion

+ Tax Policy $522 billion $333 billion $375 billion

+ State & Local Funding $880 billion $306 billion $880 billion

+ Other Spending $502 billion $175 billion $413 billion
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The Federal Reserve Went Where No Fed Has Gone Before: Intervention 

in the Corporate Credit Markets, Disintermediating the Banks

Contributions to the Fed Balance Sheet ($B)
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Total

Change Thru
Present
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Securities Holdings Other Including Fx Swaps

Global Financial Crisis and Aftermath Coronavirus Crisis

During 2020, the Fed established credit 

facilities to provide up to $2.3 trillion of 

support to business and governments. 

Most programs expired on Dec 31, 2020 

and only ~$40 billion of such loans were 

outstanding as of Jan 31, 2021

________________________

Source: Bao et. al., Johns Hopkins University, Center for Financial Stability.
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And Dramatically Increased the Pace of Its Bond Purchases in the 

Secondary Market to Keep Up with Treasury’s Net Issuance so as to Hold 

Treasury’s Borrowing Costs Down as the Federal Deficit Skyrockets

U.S. Government Bond Issuance and Central Bank Bond Buying (12-Month Rolling Sum, $B)

________________________

Source:  Sifma, FRED.
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The Federal Government’s Response to Date Has Rallied Corporate 

Credit and Equity Markets from March Lows

Credit Indices (Indexed Relative to 12/31/2019)

Equity Indices (Indexed Relative to 12/31/2019)

________________________

Source:  Bloomberg.
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Highest Corporate Debt to GDP in American History

US Nonfinancial Corporate Debt (% of GDP)

________________________

Source:  FRED.
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The Economic Dislocation and Demand Shock Created by the Failure to 

Get the Spread of the Virus Under Control Led to a Significant Increase in 

Leveraged Loan Default Rates

S&P/LSTA Leveraged Loan Index Default Rate(1)

________________________

Source: LCD.

(1) Default defined as (1) company filing for bankruptcy, (2) facility gets downgraded to D by S&P (not due to below par buybacks), (3) interest payment is missed without a forbearance. LTM 

default rate by amount is equal to the sum of all defaulted amounts in the last 12 months divided by the total amount outstanding of performing loans 12 months ago. LTM default rate by 

issuer count is equal to the count of defaulted issuers in the last 12 months divided by total issuers not in default 12 months ago.
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The Risk of Future Defaults Is Still High Following the Largest Number of 

Downgrades Since the Financial Crisis

S&P Upgrades, Downgrades and Weakest Links(1)

S&P Negative Bias (% of Ratings with Negative Outlook or CreditWatch with Negative Implication)
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Source: S&P Global Ratings.

(1) Weakest Links defined as issuers rated 'B-' or lower by S&P Global Ratings with negative outlooks or ratings on CreditWatch with negative implications.
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More than 50% of Investment Grade Debt Issued and Outstanding Is Now 

at the Lowest Rung of the Credit Rating Scale

% of Investment Grade Issuances Rated BBB or Below(1) Composition of Investment Grade Debt Outstanding(2)

AAA AA A BBB or Below

51%

Rated 

BBB or 

Below

________________________

Source: LCD, Bloomberg, ICE BofA US Corporate Index.

(1) Per S&P LCD Comps.

(2) Represents composition of ICE BofA US Corporate Index, which tracks the performance of US dollar denominated investment grade rated corporate debt publicly issued in the US domestic 

market. To qualify for inclusion in the index, securities must have an investment grade rating (based on an average of Moody's, S&P, and Fitch) and an investment grade rated country of risk 

(based on an average of Moody's, S&P, and Fitch foreign currency long term sovereign debt ratings). Each security must have greater than 1 year of remaining maturity, a fixed coupon 

schedule, and a minimum amount outstanding of $250 million.
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And Speculative Debt Issuances are Booming, as 2020 Saw Record High 

Yield Issuances and 2021 YTD Is Already 31% Above Last Year’s Pace

High Yield Issuances ($B)

YTD High Yield Issuances Through End of February 2021 ($B)

________________________

Source: S&P LCD Comps.
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Speculative Grade Issuances Appear to Be Deteriorating in Credit Quality

Composition of High Yield Issuances (Jan ’20-Feb ’21)(1) Composition of High Yield Debt Outstanding(2)
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________________________

Source: LCD, Bloomberg, ICE BofA US High Yield Index.

(1) Per S&P LCD Comps.

(2) Represents composition of ICE BofA US High Yield Index, which tracks the performance of US dollar denominated below investment grade rated corporate debt publicly issued in the US 

domestic market. To qualify for inclusion in the index, securities must have a below investment grade rating (based on an average of Moody's, S&P, and Fitch) and an investment grade rated 

country of risk (based on an average of Moody's, S&P, and Fitch foreign currency long term sovereign debt ratings). Each security must have greater than 1 year of remaining maturity, a fixed 

coupon schedule, and a minimum amount outstanding of $100 million.
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While Default Rates Have Not Reached Financial Crisis Levels, the 

Sustained Elevated Forecast Combined With Record Speculative Debt 

Issuance Is Not Promising for the Health of US Corporate Sector

Fitch Default Forecast

________________________

Source:  Fitch.
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