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Summary

= Europe led the economic cycle down, and |G suffered the worst.
European IG should lead the recovery

= Lev fin pricing is fair given a low-default view. Recession sensitivity and
this year’s outperformance point to better value in IG

= |nflation uncertainty is high, entry points are less generous. Still a
trading market where we can buy on dips
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Themes We Like

= Europe to outperform the US
Europe is a shorter-duration, traditionally lower-beta market, and as it usually
trades inside the US, there is substantial room to correct

= Decompression between IG and HY, compression within IG
|G should outperform in a rally, HY should underperform in an extended
recession. Risk appetite within IG should increase

= Prefer financials over corporates as supply imbalances ease
Financials should benefit from positive nominal rates, while a return of corporate
supply and an absence of ECB buying should normalize the relationship
between fins and corps
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Spread Forecasts — Dawn of the Decompression Trade

= |G to end 2023 at 150 bps vs. 174 bps currently

= HY to end 2023 at 500 bps vs. 529 bps currently

» Loans to end 2023 at 630 bps vs. 658 bps currently
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Lev Fin Issuance

= HY gross issuance to recover - 50bn in 2023 vs. 25bn 2022

= Gross loan issuance to recover - 60bn in 2023 vs. 35bn in 2022 -
as |G performance supports CLO creation
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Valuations are constructive but point to dip-buying
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We prefer IG on relative value and recession proofing
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We think Euro |G should trade inside Dollars
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High beta IG can outperform HY in recovery years
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Progress on the Negative Supply Shock
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How hard does housing crack?
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How sticky is wage inflation?

9.0
7.5
6.0
4.5
3.0

1.5 A

0.0
-1.5

—Eurozone Nominal Wages YoY (%)

——US Avg Hourly Earnings YoY (%)

Apr-08

Sep-13

Jul-15
May-17
Feb-19
Dec-20

Feb-10
Dec-11

Source: Credit Suisse, BLS, Bloomberg, Eurostat

Oct-22

CREDIT SUISSE“

THIS IS A MARKETING COMMUNICATION AND IS INTENDED FOR INSTITUTIONAL CLIENTS ONLY



Will the missing workers come back?
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Will labour market imbalances ease?
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Low HY default environment is a feature
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Loan issuers have more rates shock, steeper maturity wall
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Still decent value but less exciting
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|G looks structurally cheaper than HY
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Yields have rallied but still near decade highs
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Euro convexity is cheap compared with past crises
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Cash looks better as a long than CDS
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Plenty to do in RV - euro curves much steeper than
sterling

90 - —£ |G Cash Curve - &£ 1G Cash Curve
70
50
30
10
-10
30 -
-2 T 5 7§ § g 9

Source: Credit Suisse

CREDITSUISSE\ THIS IS A MARKETING COMMUNICATION AND IS INTENDED FOR INSTITUTIONAL CLIENTS ONLY



Global investors should come to Europe
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High beta |G is materially larger than benchmark HY
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Still a solid entry point on (hominal) yield
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Spread levels are less exciting
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HY distress is very tame
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Basis was both opportunity and threat
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A grim year but most of the damage was in rates
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Loans
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DMs are reasonably wide but far from crisis
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Cash prices limit convexity
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Yields to drive (hominal) returns
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Sector dispersion points towards consumer weakness
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Loan distress is even less frequent than HY
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Disclaimer

These materials are produced and distributed by Credit Suisse International ("CS"), which is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct
Authority and Prudential Regulation Authority for the conduct of investment business in the United Kingdom. Reference to “Credit Suisse” in this disclaimer shall mean CS and its
affiliates.

These materials are only intended for institutional investors and in the US only for Qualified Institutional Buyers (QIBs) and are not intended for retail distribution. These materials are
made available to any investment firm in the EEA wishing to receive it and are therefore made available as an acceptable minor non-monetary benefit under Article 12(3)(a) of
European Commission Delegated Directive (EU) 2017/693 of 7 April 2016.

These materials have been prepared by a Credit Sector Strategist ("Strategists") identified in these materials against each section as the author(s). Strategists are employees of CS's
Trading Desk and are supervised by Trading Desk managers. Their primary responsibility is to support the trading desk. To that end, Strategists prepare trade commentary, trade
ideas, and other analysis (“analysis") in support of CS's trading desks. The information in these materials has been obtained or derived from publicly available sources believed to be
reliable, but CS makes no representations as to its accuracy or completeness. Strategists may receive additional or different information subsequent to your receipt of these materials.
The analysis of Strategists is subject to change, and subsequent analysis may be inconsistent with information previously provided to you. CS does not undertake a duty to update
these materials or to notify you when or whether the Strategist's analysis has changed. These materials and other written and oral communications from Strategists are provided for
information purposes only, do not constitute a personal recommendation and are not a sufficient basis for an investment decision. Strategists are not part of Credit Suisse's Research
Department, and the written analyses disseminated by Strategists are not research reports. The views of CS's Trading Desks, including Strategists, may differ materially from the
views of the Credit Suisse Research Department and other divisions at Credit Suisse. Credit Suisse has a number of policies in place designed to ensure the independence of Credit
Suisse's Research Department including policies relating to trading securities prior to distribution of research reports. These policies do not apply to the analysis provided by
Strategists. CS may have accumulated, be in the process of accumulating, or accumulate long or short positions in the subject security or related securities on the basis of
Strategists' analysis. Trading desks may have, or take, positions inconsistent with analysis provided by Strategists.

Credit Suisse Securities (Europe) Limited ("CSSEL") and Credit Suisse International ("CSI"), do not hold an Australian Financial Services License ("AFSL") and are exempt from the
requirement to hold an AFSL. CSSEL and CSI are authorised and regulated under UK laws, which differ from Australian laws.

The information provided herein constitutes marketing material. It is not investment advice or otherwise based on a consideration of the personal circumstances of the addressee nor
is it the result of objective or independent research. The information provided herein is not legally binding and it does not constitute an offer or invitation to enter into any type of
financial transaction.

The published date and time on the title page are the date and time of production and first dissemination.

Please follow the attached hyperlink for important further information regarding conflicts of interest and disclaimers: https://rave.credit-suisse.com/disclosures/view/nr

Credit Suisse takes no responsibility for the content of any third-party site. Links to third-party sites are provided solely for your convenience and information; accessing such sites is
at your own risk.

This material is intended for your use only and not for general distribution.
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