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CAPITAL

High Yield Spreads Tighten on Iran De-Escalation

*  The high yield corporate market traded well last week despite a heavy new issue calendar and the resurgence of
geopolitical concerns following the assassination of Iranian General Soleimani. Oil was (briefly) the main
beneficiary of the news as WTI traded up from $61 per barrel area to north of $65 per barrel intraday on
Wednesday before slumping back below $60 per barrel by the end of that day when it became clear that both sides
were looking for de-escalation.

*  Opverall, the high yield index tightened 7 basis points (bps) last week, led by 20 bps of tightening in the Energy
sector. Similarly, the CCC-rated segment continued the run tighter that began in mid-December, tightening 18 bps
last week. This was only partially due to tightening in Energy, as lower-rated names in Retail, Telecom and
Healthcare also performed well.

*  Relative strength in CCCs and modest widening in investment grade caused some compression between high yield
and investment grade as the spread ratio moved from 3.6x at the end of last year to 3.45x today.
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Please note: The opinions contained in the preceding commentary reflect those of Sterling Capital Management LLC. The stated opinions are for general information
only and not meant to be predictions or an offer of individual or personalized investment advice. They are not intended as an offer or solicitation with respect to the
purchase or sale of any security. This information and these opinions are subject to change without notice. Any type of investing involves risk and there are no
guarantees. Sterling Capital Management does not assume liability for any loss which may result from the reliance by any person upon such information or opinions.

Investment advisory services are available through Sterling Capital Management LLC, a separate subsidiary of BB&T Corporation. Sterling Capital Management LLC
manages customized investment portfolios, provides asset allocation analysis and offers other investment-related services to affluent individuals and businesses.
Securities and other investments held in investment management or investment advisory accounts at Sterling Capital Management LLC are not deposits or other
obligations of BB&T Corporation, Branch Banking and Trust Company or any affiliate, are not guaranteed by Branch Banking and Trust Company or any other bank, are
not insured by the FDIC or any other government agency, and are subject to investment risk, including possible loss of principal invested.
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