Commercial Mortgage-Backed Securities

Not a Lot of Bright Spots

Avoiding office properties and staying senior in structure.

AAA-rated conduit Commercial Mortgage-Backed Securities (CMBS) bond prices decreased by 0.5-2.0 percent quarter over quarter while
BBB-rated conduit CMBS prices increased by 2 percent or more. We attribute this credit curve flattening dynamic to technical factors rather than
credit fundamentals. CMBS supply continues to underwhelm investor demand given strong annuity and fund flows, causing investors to pay up
to source bonds, especially higher-yielding bonds. We remain selective in CMBS as markets offer limited return for elevated risk in many cases.

Sector Commentary

= Approximately $50 billion in CMBS was issued in the first half,
compared to $20 billion for the same period in 2023, powered
by higher investor demand for yield products, especially credit-
enhanced structured products.

= Over $30 billion of CMBS issuance has been in single asset/single
borrower (SASB) transactions financing specific, well-performing
properties, especially industrial, lodging, and multifamily properties.

= Legacy CMBS loans backed by over levered or underperforming
properties—especially offices—struggle to refinance. Just 63
percent of conduit CMBS loans were refinanced on time, meaning
over one-third of loans scheduled to repay this year are in some
state of extension, modification, or other workout.

= Performance issues, including continued deterioration in
demand for office space, will continue to weigh on Commercial
Real Estate performance in coming months and expose CMBS
to heightened risk.

Investment Themes

= Broadly, we maintain a relatively low exposure to the sector.

= |n CMBS, we maintain a preference for senior securities with
higher credit enhancement, capable sponsorship, and limited
office exposure.

= Select SASB transactions and CRE CLOs continue to offer the
potential for attractive risk-adjusted returns.

= Conversely, we continue to find that most mezzanine and junior
bonds across CMBS subsectors fail to appropriately compensate
investors at current levels.

By Tom Nash and Hongli Yang
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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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