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FIGURE 1

10-2Y Treasury Yield Curve During 1Q21 & 2Q21
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The saying "this time is different" is a dangerous mentality. Yield curve steepening
during 1Q21, and the recent trend reversal to yield curve flattening during 2Q21, is a
good example. Figure 1 below shows the 10Y Treasury yield rose 0.82% during 1Q21.
Long-duration bonds underperformed their short-duration peers by over 4% in 1Q21
as the 10-2 spread widened 0.78%. As 2Q21 started, market consensus called for the
10Y yield to rise above 2%. Investors were convinced the Biden administration’s fiscal
stimulus and infrastructure proposals, the Fed's dovish monetary policy, and supply
chain issues would spur inflationary pressures and further steepen the yield curve.
Long-duration bonds were viewed as vulnerable to rising rates and too risky.

Historical evidence pointed to yield curve flattening and favored extending duration.
With the benefit of hindsight, it is easy to see statistics got it right and the market got
it wrong. Below are some key statistical takeaways as of 3/31/2021:

e The 10-2 spread's +2.3std steepening event over the prior 6 months. History
shows the 10-2 spread tightened 100% of the time following each of the 13
prior +2std steepening events.

e Figure 28 analyzed performance by duration after the 10-2 spread historically
steepened +1.5std. History shows long-duration corporate bonds
outperformed over the next 12 months during 5 of the prior 6 times.

e |ong-duration corporate bonds were trading -1.7std below their 200-day
moving average. History shows long-duration corporate bonds generated
double digit returns over the next 12 months during each of the 4 prior times.

FIGURE 2
Total Return by Duration -- 1Q21 vs 2Q21
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Riverbend Investment Management (“Riverbend”) is a registered investment advisor offering advisory services in registered states
and in other jurisdictions where exempted. Registration does not imply a certain level of skill or training.

This communication is for informational purposes only and is not intended as tax, accounting or legal advice, as an offer or
solicitation of an offer to buy or sell, or as an endorsement of any company, security, fund, or other securities or non-securities
offering. This communication should not be relied upon as the sole factor in an investment making decision.

Past performance is no indication of future results. Investment in securities involves significant risk and has the potential for partial
or complete loss of funds invested. It should not be assumed that any recommendations made will be profitable or equal the
performance noted in this publication.

The information herein is provided “AS IS” and without warranties of any kind either express or implied. To the fullest extent
permissible pursuant to applicable laws, Riverbend Investment Management LLC (referred to as “Riverbend”) disclaims all
warranties, express or implied, including, but not limited to, implied warranties of merchantability, non-infringement, and suitability
for a particular purpose.

All opinions and estimates constitute Riverbend’s judgement as of the date of this communication and are subject to change without
notice. Riverbend does not warrant that the information will be free from error. The information should not be relied upon for
purposes of transacting securities or other investments. Your use of the information is at your sole risk. Under no circumstances
shall Riverbend be liable for any direct, indirect, special or consequential damages that result from the use of, or the inability to use,
the information provided herein, even if Riverbend or a Riverbend authorized representative has been advised of the possibility of
such damages. Information contained herein should not be considered a solicitation to buy, an offer to sell, or a recommendation of
any security in any jurisdiction where such offer, solicitation, or recommendation would be unlawful or unauthorized.
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