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Treasuries Rally in “Risk-Off” Environment

»  Treasuries rallied as a confluence of factors such as global growth concerns, lower oil prices, Brexit and other
idiosyncratic events triggered a sharp sell-off in risk assets that pushed credit spreads to their widest levels of the
year.

*  The tobacco sector got smoked last week as the FDA appears ready to move forward with a ban on menthol and
other flavored cigarettes. Menthol makes up about 20% of the revenue for British American Tobacco, so it was the
worst performer.

*  GE spreads continued to widen following last week's negative equity report from JPMorgan. With current spreads
in the 250-350 range (from 2-years to 30-years), the market is signaling it will be downgraded to high yield. This is a
dramatic decline for a company rated AA- by S&P one year ago.

*  Investment grade spreads are now 35 basis points (bps) wider on the year and clearly oversold, so a snap tighter
would not be a surprise.
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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 dffiliate, 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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