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When certainty is scarce...

Fixed income investors value certainty above all else. Certainty brings confidence in the payment of
coupon and return of principal. But today, certainty is scarce. In that environment, RBA has positioned
away from credit risk and toward higher-quality, less risky assets.

Back in January, we wrote that at some point in 2025, markets would begin to resemble 2022 —and
that investors needed to prepare by maintaining a short duration bias with limited credit risk. We
didn’t expect that period to arrive so quickly.

Chart 1: UMich 1y Inflation expectations have skyrocketed  Chart 2: Credit investors want certainty, not volatility
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Even before the spike in geopolitical risk, the U.S. profit cycle appeared to be peaking sometime in mid-
2025. With the added uncertainty from trade tensions, we now believe that peak is more imminent.
Curve steepeners have performed well, yields have increased, and credit risk is beginning to widen. At
the same time, inflation remains too elevated to allow the Fed to move quickly toward its 2% target.

Given that backdrop, we believe agency mortgage-backed securities and Treasuries currently offer the
best risk-adjusted returns in fixed income.

While macro data—particularly the labor market—does not yet point to an imminent recession, risk
premiums remain tight. That leaves investors exposed to what we see as an unattractive carry trade:
limited upside and meaningful downside. Rather than chase risk, we prefer to maintain a high-quality
portfolio near benchmark duration and wait for better entry points in credit as spreads widen.

Michael Contopoulos
Deputy Chief Investment Officer
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Nothing contained herein constitutes tax, legal, insurance or investment advice, or the recommendation of or an offer to sell, or the solicitation of an
offer to buy or invest in any investment product, vehicle, service or instrument. Such an offer or solicitation may only be made by delivery to a
prospective investor of formal offering materials, including subscription or account documents or forms, which include detailed discussions of the
terms of the respective product, vehicle, service or instrument, including the principal risk factors that might impact such a purchase or investment,
and which should be reviewed carefully by any such investor before making the decision to invest. RBA information may include statements
concerning financial market trends and/or individual stocks, and are based on current market conditions, which will fluctuate and may be
superseded by subsequent market events or for other reasons. Historic market trends are not reliable indicators of actual future market behavior or
future performance of any particular investment which may differ materially, and should not be relied upon as such. The investment strategy and
broad themes discussed herein may be inappropriate for investors depending on their specific investment objectives and financial situation.
Information contained in the material has been obtained from sources believed to be reliable, but not guaranteed. You should note that the
materials are provided "as is" without any express or implied warranties. Past performance is not a guarantee of future results. All investments
involve a degree of risk, including the risk of loss. No part of RBA’s materials may be reproduced in any form, or referred to in any other publication,
without express written permission from RBA. Links to appearances and articles by Richard Bernstein, whether in the press, on television or
otherwise, are provided for informational purposes only and in no way should be considered a recommendation of any particular investment
product, vehicle, service or instrument or the rendering of investment advice, which must always be evaluated by a prospective investor in
consultation with his or her own financial adviser and in light of his or her own circumstances, including the investor's investment horizon, appetite
for risk, and ability to withstand a potential loss of some or all of an investment's value. Investing is subject to market risks. Investors acknowledge
and accept the potential loss of some or all of an investment's value. Views represented are subject to change at the sole discretion of Richard
Bernstein Advisors LLC. Richard Bernstein Advisors LLC does not undertake to advise you of any changes in the views expressed herein.
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