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Fixed Income Perspectives: Housing
Was the Business Cycle—Now, It’s Al

Artificial intelligence is now a driving force behind market cycles, reshaping
fixed income as tech giants seek financing for their historic capex boom.
Here’s how it’s changing portfolios, risks, and opportunities.

Twenty years ago at Jackson Hole, economist Ed Leamer famously declared, “Housing

is the business cycle.” For decades, housing’s sensitivity to interest rates made it the
bellwether for economic turning points. When housing slowed, recessions often followed.
But as we look at today’s market, a new engine is revving: Al and the capital expenditure
boom it’s driving.

A new cycle emerges

Sean Banai
Head of Multi-Sector The U.S. economy is in transition. While housing and consumer spending remain key
Fixed Income indicators, the scale and speed of Al-driven investment are rewriting the playbook. Tech

giants are on pace to invest nearly $400 billion this year in Al infrastructure (Exhibit 1),
with global capex expected to reach $7 trillion by 2030. This surge is not just about chips
and data centers—it’s fueling demand for energy and supply chains, and it’s spilling into
the bond market as companies tap debt to fund expansion.

Exhibit 1: Al spending boom
Quarterly capital expenditures, $ billions
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As of 09/30/25. Source: Bloomberg, company reports, Voya IM.
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U.S. macro summary

Fixed Income Perspectives
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U.S. GDP 3.8% 3.3% -0.6% 10/30/25
Nonfarm August 22k 75k 79k 1/07/25
payrolls

u.S. August  4.3% 4.3% 4.2% 11107/25

unemployment
Wage growth!  August  0.3% 0.3% 0.3% 11/07/25
Core PCE? August  0.2% 0.2% 0.2% 10/31/25

GDP grew by just 1.6% in 1H25 (including the contraction in 1Q). We expect growth
to remain slow (but positive) as trade policy continues to weigh on activity.

The low-hiring/low-firing dynamic should continue, as companies are less
inclined to lay off employees after going through the post-Covid labor shortage.

The unemployment rate will creep higher as economic uncertainty and
margin pressure limit hiring.

As the unemployment rate rises, wage growth will remain in check.

Fluid trade policies and limited corporate pricing power will prolong the
transmission of tariffs to consumer prices, capping inflation’s peak but
making it last longer.

As of 09/30/25. Source: Bloomberg, FactSet, Voya IM. “Date of next release” depends on timely data releases from the federal government, which is currently in a shutdown.
1) Average hourly earnings (month over month). 2) Month-over-month data, personal consumption expenditures price index.

What it means for fixed income markets

More issuance—and more demand

The massive buildout of Al infrastructure is driving
hyperscalers to the bond market for additional sources of
capital. Companies like Oracle and Meta are raising record
sums in the bond market, with multi-tranche deals and longer
maturities demonstrating investor appetite for the theme.

New sector opportunities

The surge in demand for Al capabilities will spill into every
corner of fixed income, including corporate credit, private
debt, asset-backed securities (ABS), and commercial
mortgage-backed securities (CMBS). For example,
utilities bonds are seeing renewed interest as data center
demand drives up electricity usage, while ABS and CMBS
markets are frequently being tapped to fund data centers.

New risks

With these opportunities comes a reminder of the
importance of credit research and security selection.
As with the internet buildout in the late 1990s, not
every type of financing will be a winner. Overbuilding
capacity is a risk, and tomorrow’s data centers may
not need the same footprint as those built today.

How investors should respond

The surge in Al investment is more than just a tech
trend—it’s a signal of a broader economic shift that could
have meaningful implications for fixed income investors.
As companies adopt Al to streamline operations,
resulting productivity gains may help keep wage inflation
in check. That, in turn, could ease pressure on central
banks and influence the direction of interest rates.

At the same time, the capital required to build out Al
infrastructure could reshape credit markets, altering
sector risk profiles. In this evolving environment, the key is
finding the right balance between emerging opportunities
and potential risks. How can this be accomplished?

= Embrace active management to capture
opportunities in new issue markets while avoiding
risks associated with potential overbuilding.

= Watch for unintended concentrations. Diversifying
across multiple fixed income sectors can help
balance exposure to traditional sectors and
emerging growth industries.

= Consider unconstrained strategies that are nimble
enough to drive outperformance via security selection.

The business cycle’s engine has changed. Investors
who adapt will be better positioned to tap into the
opportunities of the new era.

Yields (%)
Fed funds rate 409 4.09-4.83
UsS. 2yr 3.61 3.50-4.39
U.S. 10yr 415 3.73-4.79
GER 10yr 2 2.03-2.90
JPN 10yr 1.64 0.82-1.65
EM local sovereign 5.93 5.85-6.46

As of 09/30/25. Source: Bloomberg, JP Morgan, Voya IM. See disclosures for index
information. Past performance is no guarantee of future results.
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Sector outlooks
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Investment grade corporates  @-O-O
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= Corporate earnings for 3Q25 are projected to be
strong, with overall earnings growth estimated
at 7.8%. The technology and financial sectors
are expected to lead the gains, while energy and
health care may report declines. More pronounced
tariff impacts may flow through this quarter.

= September supply of $212bn was 61% higher than
average and well above expectations.

= We continue to keep IG risk low, as spreads
have moved back within a few basis points of the
tightest level for the year given continued solid
fundamentals. From a sector perspective, we prefer
financials and utilities over industrials.

High yield corporates ~ O-O-O
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= Given favorable 3Q25 earnings outlooks and
the low default rate, high yield is positioned to
continue to trade sideways in the near term.

= From a fundamental perspective, the backdrop is
moderating due to a slow degradation in corporate
fundamentals, primarily in those companies exposed
to lower-end consumers.

= The magnitude of uncertainty in the market backdrop
favors defensive business models and balance
sheets, particu@r_lbggompressed spread levels.

Senior loans
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= The overall carry should continue to boost performance
on both a total return and excess return basis, and we
are continuing to pay close attention to the evolving
developments on the policy and macro front.

= The primary market was busier in September, coming
off the seasonally slow August.

= Loan borrowers, especially lower-rated and highly
leveraged issuers that have faced the immediate
transmission of higher rates, should experience
some reprieve as rates decline.

Agency mortgages
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= Despite the potential for more market volatility on
the horizon and technical moves in the mortgage
space, we believe carry remains attractive.

= QOverall, fundamentals and a favorable technical
backdrop are expected to bolster agency mortgage
returns going forward, and the Fed rate cut provides
a strong technical tailwind for levered players in
the space.

= However, near-term performance can easily be

swayed by large one-off trades from fast money
and/or international investors.

Emerging market debt O-O-O

218 238 322

= Elevated real yields and softer domestic
conditions suggest that many EM central banks
have room to continue cutting rates, but external
factors may limit their flexibility.

= Corporate fundamentals remain resilient, and
financial policy remains prudent.

= EM corporates are expected to be indirectly
impacted by tariffs through global growth, inflation,
and commodity prices. We expect direct impacts to
be limited.
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Securitized credit  O-O-@
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Fixed Income Perspectives

= At a time when corporate credit spreads are

tighter than ever, securitized markets offer
attractive relative value.

Following modest outperformance for ABS in
September (which we anticipated), we moved our
outlook to negative in October due to a saturated
market, despite generally solid fundamentals.

Broadly speaking, the lower-rate environment should
support CMBS and RMBS. We are bullish on CMBS,
as improving fundamentals, still-impressive new issue
dynamics, and attractive valuations remain intact,
though the space seems to be taking a breather with
spreads easing a bit. Meanwhile, strong mortgage
credit fundamentals and improved valuations should
enable RMBS to overcome pockets of weakness
emerging in the housing market.

In the CLO space, we maintain a heavy bias toward
high-quality managers and strong underlying
collateral pools.
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Glossary of terms A note about risk
OAS: Option-adjusted spreads The principal risks are generally those attributable
ABS: Asset-backed securities to bond investing. All investments in bonds are

subject to market risks as well as issuer, credit,

CMBS: Commercial mortgage-backed securities : )
prepayment, extension, and other risks. The value of

RMBS: Residential mortgage-backed securities an investment is not guaranteed and will fluctuate.
CLO: Collateralized-loan obligations Market risk is the risk that securities may decline in
PCE: Personal consumption expenditure value due to factors affecting the securities markets

or particular industries. Bonds have fixed principal
and return if held to maturity but may fluctuate in
the interim. Generally, when interest rates rise,
bond prices fall. Bonds with longer maturities tend
to be more sensitive to changes in interest rates.
Issuer risk is the risk that the value of a security may
decline for reasons specific to the issuer, such as
changes in its financial condition.

YTM: Yield to maturity

Past performance does not guarantee future results. This commentary has been prepared by Voya Investment Management for informational purposes. Nothing
contained herein should be construed as (i) an offer to sell or solicitation of an offer to buy any security or (i) a recommendation as to the advisability of investing in,
purchasing or selling any security. Any opinions expressed herein reflect our judgment and are subject to change. Certain of the statements contained herein are
statements of future expectations and other forward-looking statements that are based on management’s current views and assumptions and involve known and
unknown risks and uncertainties that could cause actual results, performance or events to differ materially from those expressed or implied in such statements. Actual
results, performance or events may differ materially from those in such statements due to, without limitation, (1) general economic conditions, (2) performance of
financial markets, (3) interest rate levels, (4) increasing levels of loan defaults, (5) changes in laws and regulations and (6) changes in the policies of governments and/
or regulatory authorities. The opinions, views and information expressed in this commentary regarding holdings are subject to change without notice. The information
provided regarding holdings is not a recommendation to buy or sell any security. Fund holdings are fluid and are subject to daily change based on market conditions
and other factors.

Index information: U.S. Agg: The Bloomberg U.S. Aggregate Bond Index is an unmanaged index composed of securities from Bloomberg’s Government/Corporate
Bond Index, Mortgage Backed Securities Index and Asset Backed Securities Index; it includes securities that are of investment grade quality and have at least one
year to maturity. Treasuries: The Bloomberg U.S. Treasury Index is an unmanaged index that includes public obligations of the U.S. Treasury. Treasury bills and
certain special issues, such as state and local government series (SLGS) bonds, as well as U.S. Treasury TIPS and STRIPS, are excluded. IG corp: The Bloomberg
Corporate Investment Grade Bond Index is the corporate component of the Bloomberg U.S. Credit Index; it includes publicly issued corporate U.S. (and certain
foreign) debentures and secured notes that meet specified maturity, liquidity and quality requirements. MBS: The Bloomberg U.S. Mortgage Backed Securities

Index is an unmanaged index composed of fixed income security mortgage pools sponsored by GNMA, FNMA and FHLMC, including GNMA graduated payment
mortgages. CMBS: The Bloomberg U.S. CMBS Investment Grade Index measures the market of U.S. agency and U.S. non-agency conduit and fusion CMBS. HY

corp: The Bloomberg High Yield Bond 2% Issuer Cap Index is an unmanaged index that includes all fixed income securities with a maximum quality rating of BaT,

a minimum amount outstanding of $150 million, and at least one year to maturity. The index caps the maximum exposure to any one issuer at 2%. EM $ Sov: The

J.P. Morgan Emerging Markets Bond Index (EMBI) Global Diversified is a uniquely weighted version of the EMBI Global, limiting the weights of index countries with
larger debt stocks by including only specified portions of these countries’ eligible current face amounts of debt outstanding. EMBI Global measures the performance
of USD-denominated emerging market sovereign/quasi-sovereign bonds and uses a traditional, cap-weighted method for country allocation. EM local sov: The
JPMorgan Government Bond Index-Emerging Markets (GBI-EM) indexes are designed to track the performance of bonds issued by emerging market governments and
denominated in the local currency of the issuer.

Investors cannot invest directly in an index. Index returns do not reflect fees, brokerage commissions, taxes or other expenses of investing.
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