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US labor market is key to inflation and interest rate
outlook

The US Federal Reserve (Fed) adopted a new monetary policy framework last summer,
including a new interpretation of labor market performance. As is well known, the Fed's two
main goals are price stability and maximum sustainable employment. For many years, the Fed
emphasized the natural rate of unemployment (rate of unemployment that would exist in a
growing and healthy economy) as a guide for maximum employment. But in the recent
changes to its framework, maximum employment has a new interpretation: employment that
is “broad-based and inclusive.” This new definition should especially benefit minority groups
and low and moderate-income workers. The idea is that these workers are generally
disadvantaged in the labor market but tend to benefit disproportionality from prolonged
expansions and historically low unemployment rates. Going forward, Invesco Fixed Income
believes it is important to focus on a range of labor market outcomes to understand the Fed's
policy actions.

COVID-19 caused major labor market dislocation

The pandemic hit the labor market hard last spring when large segments of the economy were
shut down for weeks. More than 22 million people lost their jobs, and the unemployment rate
jumped to 14.8%, the highest number in decades.!

With the end of lockdowns, the labor market improved rapidly, but that was only a partial
reopening. Many face-to-face service sectors were unable to reopen, leaving the labor market
healing incomplete. With the arrival of vaccines and falling COVID cases, the economy is now in
a new stage of normalization, which we call the “grand reopening.” Almost on a daily basis,
state governors are announcing the relaxation of restricted activities. For example, more
indoor dining, sports events and concerts are now allowed and schools are slowly beginning to
bring back students. Data from the US Department of Labor show that job openings reached a
record level of 8.1 million at the end of March, and high-frequency data from Indeed suggest
the same trend continued in May.? Jobs appear to be plentiful and there are a large number of
unemployed people, which bodes well for a speedy recovery. But the labor market healing may
not be as front-loaded as hoped, as disruptions from the pandemic may take time to sort out.

Is the US labor market already tight?

There are various anecdotes, news articles and surveys that suggest there are labor shortages
in the economy. April's labor market report represented a huge forecasting error. While the
consensus among economists was that nearly one million jobs were created in April, the actual
outcome was 266 thousand.! April wage growth and inflation were very strong, however, on a
monthly basis, raising concerns about economic overheating.
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We believe reported labor shortages and inflation risks are near-term, transitory issues. As the
US economy undergoes a massive reopening, many firms are trying to hire workers at the
same time as they resume operations, putting pressure on inputs and the labor market.
However, although the unemployment rate is very high, many workers are not ready or able to
resume employment for a variety of reasons. The US Census Bureau's biweekly Household
Pulse Survey sheds some light on this issue.

The Household Pulse Surveys suggests that a large number of workers are not working
because they are sick with COVID-19, afraid to get sick or spread the disease, or are caring for
someone who is sick (Figure 1).

Figure 1: US Census Bureau Household Pulse Survey
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Source: US Census Bureau, Household Pulse Survey, data as of May 19, 2021.

Second, some workers are unemployed because their employers are temporarily closed or have
scaled back their business operations. These two categories thankfully have been shrinking in
recent weeks. We expect this trend to continue as COVID-19 cases and risks decline.

Another large group of workers are not available to work because they are taking care of the
elderly or children who are not going to school or day care. This category has not improved
since last summer. Schools in some states are slowly resuming, or expanding, in-person
education. Summer camps may provide some support. While we expect gradual improvement
in the near term, the main change will likely take place in September when schools begin



1. Source: US Bureau of Labor Statistics, data
asofMay 7,2021.

2. Source: US Bureau of Labor Statistics, May
11,2021.Indeed, dataas of May 18, 2021.

in-person education in most places. Finally, unemployment insurance benefits have been a
disincentive to work for some workers, especially low-income workers. We expect this factor to
also be transitory as benefits are due to expire in September. We expect workers to prefer the
sustainable income and lifestyle benefits of permanent employment. In general, many of the
labor market dynamics currently at play are the result of the ongoing pandemic. Thanks to
vaccinations, we are taking steps towards normalcy, which should ultimately flow through to
the labor market. However, this process may not be smooth.

Gender gap

The pandemic has been particularly hard on female workers. Job losses were deeper for
women, amounting to more than 12 million last spring (Figure 2). Currently 4.5 million fewer
women are employed than were before the pandemic, compared with 3.7 million fewer men
(Figure 2). One reason is that women are more heavily represented in sectors that were hit
hardest by the pandemic, such as leisure and hospitality, travel and retail. Second, the bulk of
caregiving is likely done by women, and closed schools and daycare centers have likely
prevented many women from reentering the labor force.

Figure 2: Change in jobs since February 2020, by gender
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Source: US Bureau of Labor Statistics, data as of May 7, 2021.

Where do we go from here?

We expect output growth this year to be higher than 7 percent, and the US to catch up to its
pre-crisis growth trend later this year. Despite the short-term challenges in reopening the
economy, thanks to very strong fiscal and monetary support and vaccines, the economy
should begin to heal this year and next. Given this optimistic outlook, we expect the labor
market to be increasingly tight in 2022 and 2023, which may force the Fed to lift off its policy
rate earlier than indicated in its latest set of projections, which suggests 2024. In the near-
term however, we believe a high level of uncertainty and the challenges of reopening the
economy validate the Fed's patient approach and its focus on outcomes rather than forecasts.
By the end of this summer, the Fed should have a better grasp of the reopening process and
the COVID-19 trend, allowing it to reassess its asset purchase program. We expect the Fed to
pre-announce the tapering of its asset purchases in the fall and actually start to taperin
January 2022.
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Interest rate outlook

US: Underweight. Although the economic data have been muddled by labor shortages and
supply chain disruptions, the impact of the US economic reopening is beginning to show. We
expect further signs of reopening in the data throughout the course of 2021. While inflation
has recently surprised to the upside, price increases are directly related to COVID-related
disruptions. Animproving growth picture coupled with a transitory inflation backdrop will likely
keep Fed policy accommodative for some time, supporting inflation expectations and a steeper
yield curve. We could see more rate volatility but expect pressures in real yields to remain
limited. The yield on the 10-year US Treasury could rise toward 2.25% as the recovery gains
momentum.

Europe: Underweight. The outlook for the European economy has improved significantly over
the past month as the vaccine rollout has gathered pace and lockdown measures have begun
to ease. We now expect a strong rebound in activity in the second half of the year as the
tourism industry opens up and consumers begin to put their lockdown savings to work. As a
consequence of the rapid recovery and a more positive inflation outlook, we expect the
European Central Bank (ECB) to consider tapering its bond purchasing program, perhaps as
early as June. As such, we expect the recent back-up in European yields to continue in line
with global bond markets, and peripheral spreads, which have widened recently, to
underperform core markets as political uncertainties in some countries and a reduction in ECB
bond buying weighs on demand.

China: Neutral. We continue to favor China onshore government bonds in the medium term,
but are neutral for the month ahead. China's economic growth momentum has proven to be
weaker than the market expected but is in line with our expectations from late last year.
Interbank liquidity has been relatively stable and market participants have positioned on the
long side, i.e. anticipating lower yields. However, we think concerns over commodity prices and
inflation may be a headwind and could limit rates bond performance in the near term.

Japan: Neutral. Japanese government bond (JGB) yields are little changed over the last
month, outperforming their global peers, particularly in Europe. The market's stability might
reflect the relatively weak domestic macro picture due to the extension of recent COVID-19
restrictions and the return of domestic demand in the early part of the new financial year,
especially since uncertainty over the trend in Bank of Japan (BoJ) purchases has decreased
since the March BoJ meeting.

UK: Neutral. 10-year gilt yields are likely to remain relatively range bound, as the Bank of
England appears unlikely to hike rates anytime soon and the market has already absorbed the
quantitative easing (QE) tapering announcement. However, the drift higher in global yields and
the ongoing recovery in domestic inflation and growth should put upward pressure on
long-term yields, leading to a steepening of the yield curve versus the forwards.

Canada: Overweight. The Canadian economy continues its recovery, led by residential
investment and trade. Rising commodity export prices have not led to private sector
investment and the ongoing lockdown in Ontario, Canada's largest province, is prohibiting a
broader service sector recovery. The Bank of Canada will likely now be forced to include the
disinflationary impact of a stronger currency into its monetary policy. We continue to expect
outperformance on a relative basis.

Australia: Neutral. Bond yields are likely to continue to drift higher over time, as the faster
than anticipated economic recovery is making it less likely that the Reserve Bank of Australia
(RBA) will extend its yield curve control policy beyond April 2024. It is more likely that QE
purchases will be wound down in the second half of this year. However, the low starting point
for inflation in Australia and the RBA's determination to see it rise above 2.5% sustainably
before tightening will likely act as strong anchors for short-term yields. In addition, supply, net
of RBA purchases, will likely be limited, as high iron ore prices are leading to a rapid
improvement in the budget. Both factors probably mean that Australian rates can outperform
against other markets, such as US Treasuries, where inflation and supply dynamics are less
favorable.



Global macro strategy

Contributors

Rob Waldner
Chief Strategist and
Head of Macro Research

James Ong
Director, Derivative
Portfolio Management

Noelle Corum
Associate Portfolio Manager

Gareth Isaac
Head of Multi-Sector
Portfolio Management

YiHu
Head of Asia Credit Research

Michael Siviter
Senior Portfolio Manager

Avi Hooper
Portfolio Manager

Currency outlook

USD: Underweight. We expect the US dollar to weaken over the long term. The Fed will likely
remain one of the most accommodative global central banks, putting downward pressure on
the US dollar as investors search for yield elsewhere. While strong growth could boost the US
dollar, especially if US growth outpaces global growth, we believe Fed policy will play a more
important role. The Fed continues to communicate its commitment to its average inflation
targeting regime, which will likely keep it on the sidelines for longer relative to other global
central banks.

EUR: Overweight. We remain positive on the euro as the European Union (EU) begins to
reopen and consumers begin to spend. The US growth exceptionalism evident during the first
quarter, which placed downward pressure on the euro, is beginning to dissipate as growth
rebounds strongly in the EU and the rest of the world, while the Fed maintains a very dovish
bias despite a surge in inflationary pressures. We, however, remain wary that the Fed might be
caught behind the curve on inflation. If inflationary pressures persist, it may need to react
sooner than anticipated, which would likely be positive for the US dollar but very negative for
risk markets in general, in our view.

RMB: Overweight. We see room for further renminbi outperformance against the US dollar in
the medium term. This is on the back of favorable fundamental, technical and policy factors
which could help the renminbi's appreciation momentum. In addition to strong export data in
recent months, China and the US have shown divergent policy stances, with a tighter credit
environment in China and a continued dovish tone in the US. We see relatively light positioning
in the renminbi/US dollar pair and expect a potential reduction in US-China trade tensions,
which could provide a catalyst for the renminbi's performance.

JPY: Neutral. The yen continues to maintain a tight correlation with nominal yield
differentials, with the USD/JPY exchange rate remaining range bound, reflecting the stability in
US Treasury yields. However, the EUR/JPY exchange rate continues to trend higher in tandem
with the move higher in German bund yields. Going forward, the continuing global recovery is
likely to lead to further upward pressure on US and European yields, probably leading to a
further underperformance of the yen. However, the scope for yen underperformance might be
limited by Japanese investor rebalancing demand.

GBP: Neutral. Sterling has remained relatively stable over the last month, initially selling off
into the Scottish Parliamentary elections in early May, but recovering after the Scottish
National Party’s failure to achieve an outright majority, which was perceived to reduce the
potential for a second Scottish independence referendum. Going forward, sterling is likely to
benefit from the domestic and European recovery story, but as the EU has caught up in terms
of vaccinations and reopening, this might be reflected to a greater degree versus the US dollar
than the euro, especially if the Fed's dovishness weights on the US dollar overall.

CAD: Overweight. Canada’s currency fundamentals continue to improve as the broader
basket of commaodity prices and attractive local asset valuations lead to potential
outperformance. Historical currency strength release valves from US imports remain impaired
by closed borders. The Bank of Canada will likely be unable to stem the supportive backdrop. A
further rise in oil prices could be the catalyst for further gains.

AUD: Neutral. The Australian dollar continues to be supported by the rise in commodity prices
and buoyant global risk sentiment. However, the RBA's dovish stance and the relatively slow
rollout of Australia's vaccination program might limit the upside going forward, in our view.
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Global credit strategy

Sustainability-linked bonds: The new, new thing in ESG
fixed income

The growth of the labeled sustainability bond segment we envisaged in “Sustainability bonds:
Adding more than color to the investor palette (Invesco Fixed Income, March 2021)" is gaining
traction across fixed income markets globally. We are also seeing an accelerated evolution in the
type of labeled bonds that issuers consider. One of the most interesting and rapidly growing
segments of the labeled bond market currently is “sustainability-linked" bonds (Figure 1).

Figure 1: Labeled bonds

GREEN BOND: Funds projects that
contribute to environmental sustainability
(i.e. finance wind farm).

SUSTAINABILITY BONDS: Finance a
combination of green and social projects.

SOCIAL BOND: Funds new/existing projects
that address or mitigate a specific social
issue and/or seek to achieve positive social
outcomes.

TRANSITION BOND: An issuer’s financing
program supports the implementation of its
climate change strategy (i.e. helps reduce
CO2, not necessarily fully “green™).

SUSTAINABILITY-LINKED BOND: The
financial/structural characteristics change
depending on whether the issuer achieves
predefined Sustainability/ESG objectives (i.e.
coupon steps).

Source: International Capital Market Association (ICMA), Invesco. The ICMA is a trade body that sets guidelines
for participants in the international debt capital markets.

Barclays reported! that the 2021 volume of sustainability-linked issuance had already reached
USD15.3 billion by the end of April, or roughly double 2020's entire issuance, and that this
growth has continued in May. These are bonds where the features (most likely the coupon)
change depending on the achievement of certain key performance indicators (KPIs). In other
words, the bonds' features are “linked" to the issuer’s performance on key environmental and
social objectives. The analysis of these bonds poses fresh challenges for fixed income
investors, as we need to assess the likelihood and consequences of achieving these KPIs as well
as default risk. In this piece, we outline Invesco Fixed Income'’s (IFl) approach to analyzing
sustainability-linked bonds and highlight some of the pitfalls of a "“light-touch” approach.

Figure 2: The growth of sustainability debt issuance (USD bn)
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Assessing sustainability-linked bonds

Sustainability-linked bonds are any type of bond instrument for which the characteristics (most
likely the coupon, but potentially other features like notional amount or maturity) vary, depending
on the issuers’ achievement of pre-defined environmental, social and governance (ESG) goals.
Unlike other labeled bonds (green and/or social), the proceeds of the bond are not allocated to
specific projects and can be used for general corporate purposes. However, this means that
investors are reliant on the overall ESG credentials of the issuer, and also need to decide whether
they value the achievement of these KPlIs, the likelihood of this, the financial consequences and
how this will be reported to investors.

While our usual integrated ESG analysis (looking at an issuer's ESG characteristics versus sector peers
to derive an overall A-E rating with trend) helps influence whether we believe the issuer will achieve its
ESG goals, we also need to assess the issuer’s sustainability-linked bond program. To assist with this
assessment, we have augmented the IFI Sustainability Bond Framework that we developed in
collaboration with Invesco's Global ESG Team to address sustainability-linked bonds specifically. For
sustainability-linked bonds, we have a scorecard approach that looks at factors including the mapping
of key performance indicators (KPIs) to United Nations Sustainable Development Goals (UN SDGs),
the difficulty of achievement, the financial penalty for failure and external verification to assess the
alignment of the sustainability-linked bonds with the UN SDGs (Figure 3).

Figure 3: IFI sustainability-linked bond framework
We assess Total 8-10: Overall
sustainability- SDGs: Score 0-4 Maximum evaluation and
linked bonds Difficulty of alignment annual
against ICMA . )
criteria. We use the
UN SDGs to define ) - Sufficient towards KPI
whether KPIs can Financial penalty: alignment achievement
be considered Score 0-2 expected at
“green,” “social"” Total 0-3: time of
External verification and Minimum issuance.

Source: Invesco. The International Capital Market Association (ICMA) is a trade body that sets guidelines for
participants in the international debt capital markets.

assessment to
Total 4-7: ensure progress

and “sustainable”.

Given that sustainability-linked bonds are still an emerging area in fixed income, we highlight
three potential pitfalls in sustainability-linked bonds and how we treat them:

1. KPIs are tested so late in the life of the bond that the cost of failure is irrelevant: If an
issuer sets the attainment of a KPl'in 2030 for a 10-year maturity sustainability-linked
bond issued in 2021, failure to achieve this KPI can only be penalized with one coupon
payment. We believe this could create an incentive to set overly ambitious targets because
the price of failure is so small when spread over the life of the bond. We penalize this in the
‘KPI alignment with UN SDG' section.

2. KPIs are already effectively achieved: If an issuer sets a backdated KPI, meaning that its
KPI has already been, or is very likely to be, achieved by the date of testing, we believe the
sustainability-linked bond is having little incremental impact. We penalize this in the
‘difficulty of achievement' section.

3. Cost of failure is too small: If the coupon step-up for failure to achieve the KPI is modest
relative to the issuer’s overall cost of debt, we believe the incentive for the issuer to take
steps to achieve sustainability KPIs is relatively low. We penalize this in the ‘financial
penalty’ section.

From a broader market perspective, we believe sustainability-linked bonds have significant growth
potential, as issuers are not constrained by the need to allocate proceeds to specific projects. This
makes the bonds more flexible from the issuer’s perspective and open to a much broader group of
issuers. However, there is a "“free-rider” problem that is more obvious in sustainability-linked bonds
than other labeled bond segments. All bondholders (not only sustainability-linked bondholders)
benefit from the issuer's commitment to achieving these ESG targets. In our view, this should limit
the “greenium” (the price differential between sustainability and non-sustainability bonds from the
same issuer) that investors are prepared to pay for sustainability-linked bonds.

IFlis closely monitoring ESG risks across its portfolios and especially in the sustainability bond
space. Having a well-resourced and experienced credit team is important for assessing the issues
raised here and to inform our investment decisions. IFI seeks to ensure that credit spreads
adequately reflect downside risks, including ESG factors, or, where this is not the case, that “at-risk”
names are avoided.
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US municipals can be considered a natural fit for ESG
investment

Investors often think of the corporate sector first when thinking about ESG investing. The
corporate sector offers plentiful data and information and ESG ratings on specific securities. US
municipal bonds (munis) tend to be less widely recognized in the ESG investing space, but many
of the ideals of responsible investing are embedded in most muni bonds. We speak with the IFI
Municipal Debt Team about how munis can help investors meet their ESG investing goals.

Q: Why can munis be considered a natural fit with ESG investing?

Stephanie: Municipal debt proceeds often contribute to social and environmental
improvements like the development and maintenance of physical infrastructure such as water
and sewers, roads and bridges, and social infrastructure such as education and health care.
These projects are intended to improve the communities and lives of residents. The social and
environmental outcomes of muni bond financings are often measurable and significant, a win
for many ESG investors seeking impact. In general, the integration of ESG metrics into the
municipal investment process allows security selection among issuers that provide clean,
affordable, and equitable services.

Q: What are some of the ways that munis support environmental objectives?

Steve Hong: In many sectors, issuers have been focused on reducing carbon emissions for
years, especially states and local governments. The state of California, for example, supports
one of the most ambitious climate change programs and goals in the country. Enacted
legislation includes the reduction of greenhouse gas emissions to 40% below 1990 levels by
2030. Several states are also participating in so-called “cap and trade” initiatives, such as the
Regional Greenhouse Gas Initiative, or RGGI.* RGGI participants seek to reduce CO2 emissions
from power plants by requiring them to acquire CO2 allowances through auctions.

Institutions of higher education have also become involved in reducing carbon emissions.
According to the Environmental and Energy Study Institute, as of 2009, 650 higher education
institutions had signed the American College and University Presidents’ Climate Commitment,
through which higher education leaders pledged to achieve emission reductions and carbon
neutrality.2 According to Second Nature, ten colleges and universities had achieved carbon
neutrality as of the end of 2020.3

These are just a few examples of how municipal issuers have focused on reducing carbon
emissions. We expect more to follow suit, especially given the severe impact of natural
disasters on so many US cities and states in recent years.

Q: How do munis fulfill the 'S and "'G"" aspects of ESG?

Steve Hong: In addition to environmental considerations, the municipal asset class generally
seeks to ensure that its activities and operations are socially and governmentally responsible.
One of the primary missions of public K-12 schools, for example, is to provide quality education
to all residents. Water and sewer systems and public power utilities provide essential services
to residents at a relatively affordable cost, with rates intended to cover operating costs versus
to generate returns. Municipal issuers are also increasingly focused on improved governance.
This includes adopting the Governmental Accounting Standards Board's best practices for
accounting and financial reporting and budgeting practices, and providing frequent financial
and operating disclosures. In addition, states and local governments have made efforts to
improve pension funding, a long-term liability that has been historically neglected by some
states and local governments.

Municipal entities also issue bonds to help achieve certain social objectives. Common projects
or initiatives funded with these social bonds include affordable housing, education, and job
creation. The state of Michigan'’s Strategic Fund, administered by the Michigan Economic
Development Corporation, for example, issues bonds to fund initiatives to promote long-term
prosperity and employment, including promoting the skilled trades.

Q: Can all munis be considered ESG?

Stephanie: No, there are certain sectors that we believe are not appropriate for an ESG
portfolio. They include, but are not limited to tobacco bonds, toll roads, and airports. Tobacco
bonds are secured by payments from tobacco companies and are influenced by tobacco
consumption (payments are based on a legal settlement between 46 US states and the



tobacco industry for recovery of the states’ tobacco-related health care costs). Since payments
are influenced by cigarette consumption, this framework potentially creates negative social
and health outcomes. Toll roads are another sector that would not be considered ESG, as
pledged revenues are derived from toll revenues, which are influenced by traffic levels and
therefore, carbon emissions. Additionally, the proceeds are used to finance the construction of
new roads or the expansion of existing roads, which ultimately support increased car travel,
which is associated with higher carbon emissions.

Q: How does the IFI Municipal Team think about these “non-ESG"’ sectors?

Stephanie: Depending on a client's investment objectives, we would exclude these “non-ESG"
sectors. However, in some cases, we could invest in bonds that are issued to help offset these
negative outcomes. For example, power plants have issued bonds for the purpose of pollution
abatement and similar environmental clean-up projects.

Q: How does the IFI Muni Team integrate ESG into its investment process?

Tim O'Reilly: Because universal ESG rating standards are not available for the municipal asset
class, the expertise of proven municipal bond portfolio managers is critical in identifying the
best opportunities, in our view. Whether applied to a state that prizes public health, a city that
raises employment rates or a utility that maximizes renewable energy sources, we believe ESG
metrics can serve as leading indicators of a municipality’s future prosperity, resulting in better
potential long-term, risk-adjusted returns for investors.

With this in mind, we look for a combination of “materiality” and “momentum.” Materiality
means accounting for ESG considerations that will likely have a significant impact on an
issuer's ability to meet its debt obligations. Momentum means determining which issuers are
outpacing their peers in making progress toward ESG considerations. Because the municipal
asset class is composed of many different sectors, we identify different ESG-related risk factors
for each sector to identify best-in-class opportunities.

Direct engagement is central to our approach, since it enables analysts to learn more about
how issuers view these risk factors and how they intend to address them in the future. Once
data points have been gathered, individual E, S and G scores are computed, along with an
overall ESG score. ESG momentum is captured through trend assessments. As with our
corporate research, this information is stored on the IFl research platform, allowing portfolio
managers across asset classes to easily access it.

Q: How may non-US investors access the muni market?

Charles Moussier: In the US, municipal bond interest payments are traditionally exempt from
federal income taxes and, sometimes, state income taxes for domestic investors. For investors
who do not pay US taxes, these tax features might be considered a drawback, since nominal
yields may be driven down by investors who can utilize tax deductions. This is why non-US
investors typically focus on taxable municipal issues. Since income from such bonds is taxable,
they have tended to trade at a higher yield than tax-exempt municipals. Yields on taxable
municipal bonds are often comparable to yields on bonds issued by other taxable entities, such
as corporate issuers. Because taxable municipal bonds typically pay higher yields than
equivalently rated public credit or corporate bonds, they may also be advantageous for
European insurers following the Solvency Il directive. You can learn more in IFI's recent
Investment Insights, US municipal bonds can be considered a natural fit for ESG investment,
May 2021.

1. A"cap”isalimit onlevels of pollution.
“Trade" refers to the market-based approach
of controlling pollution in which a central
authority allocates or sells a limited number
of permits that allow the discharge of a
specific quantity of a specific pollutant over
a set time period.

2. Source: What We Can Learn from Colleges
and Universities Meeting Their Net Carbon
Neutral Goals | Article | Environmental and
Energy Study Institute, May 2020.

3. Source: Carbon Neutral Colleges and
Universities (secondnature.org), April 2021. Please read the Investment risk section at the end of this publication.
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Investment risks

The value of investments and any income will fluctuate (this may partly be the result of exchange rate
fluctuations) and investors may not get back the full amount invested. Past performance is not a guide to
future returns. Fixed-income investments are subject to credit risk of the issuer and the effects of changing
interest rates. Interest rate risk refers to the risk that bond prices generally fall as interest rates rise and
vice versa. An issuer may be unable to meet interest and/or principal payments, thereby causing its
instruments to decrease in value and lowering the issuer’s credit rating. The values of junk bonds fluctuate
more than those of high-quality bonds and can decline significantly over short time periods. The risks of
investing in securities of foreign issuers, including emerging market issuers, can include fluctuations in
foreign currencies, political and economic instability, and foreign taxation issues. The performance of an
investment concentrated in issuers of a certain region or country is expected to be closely tied to
conditions within that region and to be more volatile than more geographically diversified investments. The
use of ESG criteria may affect the product's investment performance and therefore may perform
differently compared to similar products that do not screen investment opportunities against ESG criteria.

This document is for Professional Clients only in Dubai, Jersey, Guernsey, the Isle of Man, Ireland,
Continental Europe (as defined in the important information at the end) and the UK; for Institutional
Investors only in the United States, for Sophisticated or Professional Investors in Australia; in New
Zealand for wholesale investors (as defined in the Financial Markets Conduct Act); for Professional
Investors in Hong Kong; for Qualified Institutional Investors in Japan; in Taiwan for Qualified Institutions/
Sophisticated Investors; in Singapore for Institutional/Accredited Investors; for Qualified Institutional
Investors and/or certain specific institutional investors in Thailand; in Canada, this document is restricted
to Accredited Investors as defined under National Instrument 45-106. It is not intended for and should not
be distributed to or relied upon by the public or retail investors. Please do not redistribute this document.

For the distribution of this document, Continental Europe is defined as Austria, Belgium, Denmark, Finland,
France, Germany, Greece, Italy, Luxembourg, Netherlands, Norway, Portugal, Spain, Switzerland and
Sweden. This does not constitute a recommendation of any investment strategy or product for a particular
investor. Investors should consult a financial professional before making any investment decisions

This does not constitute a recommendation of any investment strategy or product for a particular investor.
Investors should consult a financial professional before making any investment decisions.

This overview contains general information only and does not take into account individual objectives,
taxation position or financial needs. Nor does this constitute a recommendation of the suitability of any
investment strategy or product for a particular investor. Investors should consult a financial professional
before making any investment decisions. It is not an offer to buy or sell or a solicitation of an offer to buy or
sell any security or instrument or to participate in any trading strategy to any person in any jurisdiction in
which such an offer or solicitation is not authorized or to any person to whom it would be unlawful to
market such an offer or solicitation. It does not form part of any prospectus. While great care has been
taken to ensure that the information contained herein is accurate, no responsibility can be accepted for any
errors, mistakes or omissions or for any action taken in reliance thereon.

The opinions expressed are that of Invesco Fixed Income and may differ from the opinions of other
Invesco investment professionals. Opinions are based upon current market conditions, and are subject to
change without notice.

As with all investments, there are associated inherent risks. Please obtain and review all financial
material carefully before investing. Asset management services are provided by Invesco in accordance with
appropriate local legislation and regulations.

This material may contain statements that are not purely historical in nature but are “forward-looking
statements.” These include, among other things, projections, forecasts, estimates of income, yield or
return or future performance targets. These forward-looking statements are based upon certain
assumptions, some of which are described herein. Actual events are difficult to predict and may
substantially differ from those assumed. All forward-looking statements included herein are based on
information available on the date hereof and Invesco assumes no duty to update any forward-looking
statement. Accordingly, there can be no assurance that estimated returns or projections can be realized,
that forward-looking statements will materialize or that actual returns or results will not be materially
lower than those presented.

By accepting this document, you consent to communicate with us in English, unless you inform us
otherwise. All information is sourced from Invesco, unless otherwise stated.

All data as of April 15, 2021 unless otherwise stated. All data is USD, unless otherwise stated.

Restrictions on distribution

Australia
This document has been prepared only for those persons to whom Invesco has provided it. It should not be
relied upon by anyone else. Information contained in this document may not have been prepared or
tailored for an Australian audience and does not constitute an offer of a financial product in Australia. You
may only reproduce, circulate and use this document (or any part of it) with the consent of Invesco.

The information in this document has been prepared without taking into account any investor's investment
objectives, financial situation or particular needs. Before acting on the information the investor should
consider its appropriateness having regard to their investment objectives, financial situation and needs.

You should note that this information:

— may contain references to dollar amounts which are not Australian dollars;

—may contain financial information which is not prepared in accordance with Australian law or practices;
— may not address risks associated with investment in foreign currency denominated investments; and

- does not address Australian tax issues
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Issued in Australia by Invesco Australia Limited (ABN 48 001 693 232), Level 26, 333 Collins Street,
Melbourne, Victoria, 3000, Australia which holds an Australian Financial Services License number 239916.

Canada

This document is restricted to accredited investors as defined under National Instrument 45-106. All
material presented is compiled from sources believed to be reliable and current, but accuracy cannot be
guaranteed. This is not to be construed as an offer to buy or sell any financial instruments and should not
be relied upon as the sole factor in an investment making decision. As with all investments there are
associated inherent risks. Please obtain and review all financial material carefully before investing. Issued
in Canada by Invesco Canada Ltd., 120 Bloor Street East, Suite 700, Toronto, Ontario, M4AW 1B7.

Further information is available using the contact details shown:

- Issued in Belgium, Denmark, Finland, France, Greece, Italy, Netherlands, Spain, Sweden,
Luxembourg, Norway and Portugal by Invesco Management S.A., President Building, 37A Avenue JF
Kennedy, L-1855 Luxembourg, regulated by the Commission de Surveillance du Secteur Financier,
Luxembourg. .

- Issued in Dubai by Invesco Asset Management Limited. PO Box 506599, DIFC Precinct Building No 4,
Level 3, Office 305, Dubai, UAE. Regulated by the Dubai Financial Services Authority.

- Issued in Austria and Germany by Invesco Asset Management Deutschland GmbH, An der Welle 5,
60322 Frankfurt am Main, Germany.

- Issued in Switzerland by Invesco Asset Management (Schweiz) AG, Talacker 34, 8001 Zurich,
Switzerland.

- Issued in Ireland, the Isle of Man, Jersey, Guernsey and the United Kingdom by Invesco Asset
Management Limited which is authorised and regulated by the Financial Conduct Authority. Invesco Asset
Management Ltd, Perpetual Park, Perpetual Park Drive, Henley-on-Thames, RG9 1HH, UK.

Hong Kong

This document is provided to professional investors (as defined in the Securities and Futures Ordinance and
the Securities and Futures (Professional Investor) Rules) only in Hong Kong. It is not intended for and
should not be distributed to or relied upon by the members of public or the retail investors. Issued in Hong
Kong by Invesco Hong Kong Limited R/IBIR & EEH R/ 5], 41/F, Champion Tower, Three Garden Road,
Central, Hong Kong.

Japan

This document is only intended for use with Qualified Institutional Investors in Japan. It is not intended for
and should not be distributed to, or relied upon, by members of the public or retail investors. Issued in
Japan by Invesco Asset Management (Japan) Limited, Roppongi Hills Mori Tower 14F, 6-10-1 Roppongi,
Minato-ku, Tokyo 106-6114; Registration Number: The Director-General of Kanto Local Finance Bureau
(Kin-sho) 306; Member of the Investment Trusts Association, Japan and the Japan Investment Advisers
Association.

New Zealand

This document is issued in New Zealand only to wholesale investors (as defined in the Financial Markets
Conduct Act). This document has been prepared only for those persons to whom it has been provided by
Invesco. Information contained in this document may not have been prepared or tailored for a New
Zealand audience. This document does not constitute and should not be construed as an offer of, invitation
or proposal to make an offer for, recommendation to apply for, an opinion or guidance on Interests to
members of the public in New Zealand. Any requests for information from persons who are members of
the public in New Zealand will not be accepted. Issued in New Zealand by Invesco Australia Limited (ABN
48 001 693 232), Level 26, 333 Collins Street, Melbourne, Victoria, 3000, Australia, which holds an
Australian Financial Services Licence number 239916.

Singapore

This document may not be circulated or distributed, whether directly or indirectly, to persons in Singapore
other than (i) to an institutional investor under Section 304 of the Securities and Futures Act (the “SFA"),
(ii) to a relevant person pursuant to Section 305(1), or any person pursuant to Section 305(2), and in
accordance with the conditions specified in Section 305 of the SFA, or (iii) otherwise pursuant to, and in
accordance with the conditions of, any other applicable provision of the SFA. This document is for the sole
use of the recipient on an institutional offer basis and/ or accredited investors and cannot be distributed
within Singapore by way of a public offer, public advertisement or in any other means of public marketing.
Issued in Singapore by Invesco Asset Management Singapore Ltd, 9 Raffles Place, #18-01 Republic Plaza,
Singapore 048619.

Taiwan

This material is distributed to you in your capacity as Qualified Institutions/Sophisticated Investors. It is not
intended for and should not be distributed to, or relied upon, by members of the public or retail investors.
Issued in Taiwan by Invesco Taiwan Limited, 22F, No.1, Songzhi Road, Taipei 11047, Taiwan (0800- 045-
066). Invesco Taiwan Limited is operated and managed independently.

United States

Issued in the United States by Invesco Advisers, Inc., Two Peachtree Pointe, 1555 Peachtree Street, N.E.,
Suite 1800, Atlanta, Georgia, 30309.

[I-IFIMKT-BRO-05-E 05/21 GL1656292



