Commercial Mortgage-Backed Securities

Demand Exceeds Supply in CMBS

Fundamental challenges remain, requiring careful security selection.

Demand for CMBS from yield-focused buyers remains elevated, while supply is struggling to keep up as secular changes—especially

in the office sector—and still-elevated interest rate volatility complicate underwriting. These technical forces are tightening spreads
across the sector, which should encourage more issuance of real estate debt in CMBS format, including from data center owners amidst
the Al boom. Active management and security selection will remain paramount as fundamental challenges persist.

Sector Commentary

Investment Themes

= 2024 CMBS issuance of $112 billion more than doubled the = We prefer senior securities with higher credit enhancement,

$46 billion printed in 2023.

= Given challenges in the office sector and other subsectors,

capable sponsorship, and limited exposure to legacy real estate
problems, especially in the office sector.

such as lower-tier regional malls, CMBS investors are = Select SASB and CRE CLO transactions offer potentially attractive
increasingly reluctant to extend credit on diversified pools. risk-adjusted returns, with spreads still wide relative to more

= Instead, they are more inclined to “credit pick" bonds backed

liquid corporates.

by single assets or portfolios collateralized by in-favor = Conversely, we continue to find that most mezzanine and junior
property types, including lodging, multifamily, industrials, bonds across CMBS subsectors fail to appropriately compensate

and even data centers.

investors at current levels.

= Over $70 billion of 2024 issuance came from single asset/single
borrower (SASB) transactions, a trend we believe will continue
given the bifurcation across real estate fundamentals.

Over $70 billion of 2024 issuance
came from SASB transactions, a
trend we believe will continue given
the bifurcation across real estate
fundamentals.
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We Expect SASB Deals to Continue to Dominate Over Diversified Deals in 2025

M Single Asset / Single Borrower Deals Diversified Deals
100%

90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

62.2%

38.8% 39.2% 39.2% 371%

294% 7720 303% 97.8%

23.2%

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Fixed-Income Sector Views | 1Q 2025 1




This material is distributed or presented for informational or educational purposes only and should not be considered a recommendation of any particular security, strategy or investment product, or as
investing advice of any kind. This material is not provided in a fiduciary capacity, may not be relied upon for or in connection with the making of investment decisions, and does not constitute a solicitation
of an offer to buy or sell securities. The content contained herein is not intended to be and should not be construed as legal or tax advice and/or a legal opinion. Always consult a financial, tax and/or legal
professional regarding your specific situation.

This material contains opinions of the authors, but not necessarily those of Guggenheim Partners, LLC or its subsidiaries. The opinions contained herein are subject to change without notice. Forward-
looking statements, estimates, and certain information contained herein are based upon proprietary and non-proprietary research and other sources. Information contained herein has been obtained
from sources believed to be reliable but are not assured as to accuracy. Past performance is not indicative of future results. There is neither representation nor warranty as to the current accuracy of, nor
liability for, decisions based on such information.

Investing involves risk, including the possible loss of principal. In general, the value of a fixed-income security falls when interest rates rise and rises when interest rates fall. Longer term bonds are
more sensitive to interest rate changes and subject to greater volatility than those with shorter maturities. During periods of declining rates, the interest rates on floating rate securities generally reset
downward and their value is unlikely to rise to the same extent as comparable fixed rate securities. High yield and unrated debt securities are at a greater risk of default than investment grade bonds
and may be less liquid, which may increase volatility. Investors in asset-backed securities, including mortgage-backed securities and collateralized loan obligations (“CLOs"), generally receive payments
that are part interest and part return of principal. These payments may vary based on the rate loans are repaid. Some asset-backed securities may have structures that make their reaction to interest
rates and other factors difficult to predict, making their prices volatile and they are subject to liquidity and valuation risk. CLOs bear similar risks to investing in loans directly, such as credit, interest rate,
counterparty, prepayment, liquidity, and valuation risks. Loans are often below investment grade, may be unrated, and typically offer a fixed or floating interest rate.

Guggenheim Investments represents the following affiliated investment management businesses of Guggenheim Partners, LLC: Guggenheim Partners Investment Management, LLC, Security Investors,
LLC, Guggenheim Funds Distributors, LLC, Guggenheim Funds Investment Advisors, LLC, Guggenheim Corporate Funding, LLC, Guggenheim Wealth Solutions, LLC, Guggenheim Partners Europe Limited,
Guggenheim Partners Japan Limited, GS GAMMA Advisors, LLC, and Guggenheim Private Investments, LLC.
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