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Treasury Marketable Debt
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$300 §15.4 Treasury issuance is bulging to fund larger deficits and also to build up a satisfactory cash
$15.2 . . - .
n $200 §150 4 balance in the Treasury General Account of approximately $200 billion. Constraints around
£ 5100 2112 § the debt limit late in 2017 significantly reduced this balance. The relatively large and rapid
5_10(;’ 311‘2‘ increase in Treasury debt ($543 billion YTD through March 15), most of it Treasury bills (T-
3140 bills), has contributed to higher yields on T-bills and other front-end instruments.
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Source: U.S. Treasury, 1/31/17 through 3/15/18.

LIBOR and LIBOR/0IS Spread

ggzo o, The new tax law incentivized repatriation of corporate cash held overseas. The sum of
o i Zg overseas cash held in 25 of the largest corporate liquid asset portfolios exceeded $1 trillion
12:2 L 30 as of 3Q17, according to Bank of America Merrill Lynch. These portfolios have provided
14% ~ -~ - 20 significant short term funding for banks. Now, that cash is being directed toward other
}é:/‘; r— | | ~—— i (‘]" purposes such as dividends, share repurchases, mergers and acquisitions, and capital

2 3BUT ABUT SBUT 6BV 7BV 8BV 9AUT 10117 1AAT 123147 118 22818 expenditures. The drop off in funding has contributed to the recent rise in 3-month LIBOR.

== LIBOR (LHS) == LIBOR/OIS Spread (RHS)
Source: Bloomberg, 2/28/17 through 3/21/18.
Interest Rates on A2/P2 Commercial Paper
2.7% P At the same time Treasury issuance increased and corporate liquid asset portfolios
ij‘ﬁ; e \ withdrew some capital from the short term markets, banks and other corporations,
21% // increased their borrowing in the commercial paper markets. These borrowers have had
1.9% — to pay higher interest rates in order to satisfy funding needs. At this time, we expect higher
::Z;/: front-end yields to persist through 2Q18 unless other investors, such as bond funds,
D w 15D w ™ 45D M M 4M M oM opportunistically shift allocations and direct money toward this maturity segment.
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Source: Bloomberg.

All charts are for illustrative purposes only and not indicative of any investment. The S&P 500 Index is a capitalization-weighted index comprised of 500 stocks used to measure large-cap U.S. stock market performance. There can be no assurance that any of the cited trends will continue or forecasts will occur.

Overnight Interest Rate Swap Rate (0IS) - An interest rate swap where the periodic floating payment is based on a return calculated from the daily average compounded Federal Funds rate.

LIBOR - London Inter-Bank Offered Rate is the average of interest rates estimated by each of the leading banks in London that it would be charged were it to borrow from other banks.

LIBOR/OIS Spread - The difference between the Libor and OIS rates.

A2/P2 Commercial Paper Credit Rating - S&P and Moody’s credit ratings for corporate short term lending including commercial paper. A1,2,3 is Standard & Poor’s ratings tier and P1,2,3 is Moody’s ratings tier.

The information presented is not intended to constitute an investment recommendation for, or advice to, any specific person. By providing this information, First Trust is not undertaking to give advice in any fiduciary capacity within the meaning of ERISA and the Internal Revenue Code. First Trust has no knowledge
of and has not been provided any information regarding any investor. Financial advisors must determine whether particular investments are appropriate for their clients. First Trust believes the financial advisor is a fiduciary, is capable of evaluating investment risks independently and is responsible for exercising
independent judgment with respect to its retirement plan clients.
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