Agency Mortgage-Backed Securities

Carry Is King in Agency MBS

Par Coupon MBS generated positive excess returns due to elevated spreads.

The Bloomberg U.S. MBS Index posted flat returns relative to similar duration Treasurys over the first half of the year, trailing the Bloomberg
U.S. Aggregate Index. Recent production 5.5 percent and 6 percent coupon MBS generated positive excess returns by merit of elevated
spreads and thus higher all-in yields, while interest rates and mortgage spreads were rangebound. Outperformance vs. corporates was
pronounced in the recent selloff. Once the Fed begins to ease and the election cycle is behind us, we expect relative outperformance of
recent production coupons to continue as interest rate volatility normalizes.

Sector Commentary

= The Bloomberg U.S. MBS Index outperformed duration
matched U.S. Treasurys in May and June as inflation data cooled
off and the uncertainty over the direction of Fed's next move
has diminished.

= Rangebound rates and a benign prepay environment have
favored income over price appreciation. Production coupons
have offered the widest spreads and highest yields. In addition,
in certain to be announced (TBA) market subsectors such as
Ginnie Mae and 15-year MBS, favorable financing rates via the
dollar roll market further boost total returns.

= For those with a slightly bullish rates view, it makes sense to
move some exposure down into $95-$100 priced bonds. This
gives up some carry but greatly reduces prepayment risk in a
moderate rate rally.

Investment Themes

= The MBS market has become bifurcated into lower index coupons

and higher production coupons, which offer the potential for
increased returns at the expense of a worse convexity profile.
At historically low convexity levels, the index continues to
present a favorable duration alternative, while production
coupons remain an expression of short interest rate volatility.

Agency CMBS performance remains steady and spreads are at
year-to-date tights, especially in the longer duration segments
where supply is minimal and asset swappers focusing on Secured
Overnight Financing Rate (SOFR) spreads have inverted the
sector spread curve. As a result, we continue to prefer structured
cashflows in the single family space over multifamily for any
longer duration targets.
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Rangebound Mortgage Spreads Favor Positioning in Higher Carry Bonds
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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 Partners Advisors, LLC, Guggenheim Corporate Funding, LLC, Guggenheim Partners Europe Limited,
Guggenheim Partners Japan Limited, and GS GAMMA Advisors, LLC.
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