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Vigilant Active Management

The “Chinese bamboo tree story” is a well-known parable about a plant that spends years developing a
strong underground root system, showing no visible growth above ground, before suddenly shooting up
90 feet in just six weeks. This story powerfully illustrates the importance of patient perseverance. In the
wake of the T. Rowe Price Fixed Income Division’s October Policy Week and recent capital market
events, the story serves as a reminder that vigilant active management—grounded in a strong
foundation—can help address the following two key considerations:

Maintaining credit selection discipline amid credit markets that are not providing much room for error
and are beginning to rumble—Public and private credit markets have been wide open during the year-
to-date period, which continues a trend of recent years that was only briefly interrupted this past spring.
Corporate fundamentals have remained sound in conjunction with resilient U.S. and global economies.
Meanwhile, fluidity between private and public credit markets has given companies access to the credit
they need not only to sustain themselves, but also to expand organically or through mergers and
acquisitions. As a result, investment-grade and high yield credit spreads had revisited historically low
levels before most recently moving modestly wider; but spreads remain well below historical averages.
Through this cycle of ever tighter credit spreads, the firm’'s fixed income security selection process in
credit has been not only prudently maintained but enhanced with the intent of ensuring credit exposure
that could weather an eventual turn in the credit cycle. As a result, while the Fixed Income Division
largely views the various global credit sectors that make up its opportunity set with “neutral” conviction
coming out of Policy Week, the ongoing work of focusing on sourcing the best fundamental relative
value from these various sectors continues.

It is against the backdrop of dedicated sector teams persistently scouring their markets to seek the best
relative value while also not losing sight of fundamentals where the bamboo tree story comes into play.
Consider, for example, just as the durable roots of the bamboo tree remain hidden in its early years, the
ongoing credit selection process we referenced above also forms a strong—but largely invisible—
foundation.



This is especially true in robust credit markets, where overall positive conditions can make it difficult to
distinguish the impact of careful credit selection, as a rising tide tends to lift all boats. But just as a
theoretical bamboo tree can suddenly powerfully appear as if out of nowhere, sound security selection
also quickly becomes positively pronounced amid a turning point in the credit cycle.

It is yet to be determined whether the recent credit blowups that auto parts supplier First Brands and
subprime auto lender Tricolor (no T. Rowe Price fixed income products have exposure to either credit)
experienced represent a “canary in the coal mine” as being indicative of more broad-based trouble in
credit overall and potentially a turn in the cycle. Whether it does or doesn’t, certain private credit firms
and banks have already been impacted by this news.

Away from the U.S., a heightened central bank policy rate of 15% in Brazil is suddenly acting as
kryptonite for several heavily indebted companies in the country, with any refinancing or new bond
issuance coming with significantly higher interest rates. Beyond Brazil, there is some room for pause
more broadly in emerging market credit markets in recent weeks, in our view. Ultimately, whether the
current moment in global credit markets turns for the better or worse from here, still stretched
valuations in credit markets also mean that fixed income portfolios with “strong root structures” built on
disciplined, thorough security selection—without shortcuts that could have been obscured during the
recent bull market—are especially worth considering.

An earnest, yet methodical, approach toward incorporating generative Al into fixed income
investment processes—As is the case with most corporations globally, T. Rowe Price and its Fixed
Income Division are actively exploring and implementing Al-driven efficiencies into our investment
process wherever productivity gains are to be made. While many now pursue such efficiency
improvements, we believe few have a truth-based fundamental research platform at the foundation of
this now urgent push to incorporate Al broadly into business practices and processes. The reference to
“truth” is on purpose as many of us already know that not all content generated by Al is necessarily
accurate. Ironically, an example of this is the idea that all bamboo trees spend several years developing
underground root systems before suddenly experiencing rapid above-ground growth, which can be the
depiction returned when posed to an Al chat application. However, this characterization is inaccurate or
at least exaggerated, as bamboo can grow rapidly and consistently from the outset and often will be
visible above ground relatively quickly. The widely cited narrative, which finds its way into Al-generated
responses, more accurately describes the Chinese bamboo tree parable, but is not botanically precise. In
this context, T. Rowe Price is committed to incorporating Al into select investment and business
processes but will do so according to our own fundamentally clear standards.

Bottom Line—In an environment that’s seeing increasing policy uncertainty, active management in
global fixed income takes on heightened importance. Through a disciplined investment process,
anchored by its Policy Week in conjunction with expanding quantitative capabilities and its rigorous and
collaborative global bottom-up research effort, T. Rowe Price’s Fixed Income Division is well positioned
to actively manage the array of global strategies that compose its investment platform through the
uncertain times ahead.
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Risks: All investments are subject to market risk, including the possible loss of principal. Fixed-income securities
are subject to credit risk, liquidity risk, call risk, and interest-rate risk. As interest rates rise, bond prices generally
fall. Investments in high-yield bonds involve greater risk of price volatility, illiquidity, and default than higher-rated
debt securities. International investments can be riskier than U.S. investments due to the adverse effects of
currency exchange rates, differences in market structure and liquidity, as well as specific country, regional, and
economic developments. These risks are generally greater for investments in emerging markets.

Confilicts of Interest risk — The investment manager's obligations to a portfolio may potentially conflict with its
obligations to other investment portfolios it manages.

Counterparty risk — Counterparty risk may materialise if an entity with which the portfolio does business becomes
unwilling or unable to meet its obligations to the portfolio.

Custody risk — In the event that the depositary and/or custodian becomes insolvent or otherwise fails, there may
be a risk of loss or delay in return of certain portfolio's assets.

Cybersecurity risk — The portfolio may be subject to operational and information security risks resulting from
breaches in cybersecurity of the digital information systems of the portfolio or its third-party service providers.

ESG risk — ESG integration as well as events may result in a material negative impact on the value of an investment
and performance of the portfolio.

Investment portfolio risk — Investing in portfolios involves certain risks an investor would not face if investing in
markets directly.

Inflation risk — Inflation may erode the value of the portfolio and its investments in real terms.

Market risk — Market risk may subject the portfolio to experience losses caused by unexpected changes in a wide
variety of factors.

Market Liquidity risk — In extreme market conditions it may be difficult to sell the portfolio's securities and it may
not be possible to redeem at short notice.

Operational risk — Operational risk may cause losses as a result of incidents caused by people, systems, and/or
processes.

Sustainability risk — Portfolios that seek to promote environmental and/or social characteristics may not or only
partially succeed in doing so.

Additional Disclaimers: Actual outcomes may differ materially from any forward-looking statements made. The
statements made are as of 15 October 2025, are those of the author, are subject to change, and T. Rowe Price
assumes no duty to and does not undertake to update forward-looking statements. Other T. Rowe Price associates
may have different views. The specific securities identified and described are for informational purposes only and
do not represent recommendations.

Important Information

This material is being furnished for general informational and/or marketing purposes only. The material does not
constitute or undertake to give advice of any nature, including fiduciary investment advice. Prospective investors
are recommended to seek independent legal, financial and tax advice before making any investment decision. T.
Rowe Price group of companies including T. Rowe Price Associates, Inc. and/or its affiliates receive revenue from T.
Rowe Price investment products and services. Past performance is not a guarantee or a reliable indicator of
future results. The value of an investment and any income from it can go down as well as up. Investors may get
back less than the amount invested.



The material does not constitute a distribution, an offer, an invitation, a personal or general recommendation or
solicitation to sell or buy any securities in any jurisdiction or to conduct any particular investment activity. The
material has not been reviewed by any regulatory authority in any jurisdiction.

Information and opinions presented have been obtained or derived from sources believed to be reliable and
current; however, we cannot guarantee the sources’ accuracy or completeness. There is no guarantee that any
forecasts made will come to pass. The views contained herein are as of October 2025 and are subject to change
without notice; these views may differ from those of other T. Rowe Price group companies and/or associates.
Under no circumstances should the material, in whole or in part, be copied or redistributed without consent from
T. Rowe Price.

The material is not intended for use by persons in jurisdictions which prohibit or restrict the distribution of the
material and in certain countries the material is provided upon specific request. It is not intended for distribution
to retail investors in any jurisdiction.

Australia—Issued by T. Rowe Price Australia Limited (ABN: 13 620 668 895 and AFSL: 503741), Level 28, Governor
Phillip Tower, 1 Farrer Place, Sydney NSW 2000, Australia. For Wholesale Clients only.

Brunei—This material can only be delivered to certain specific institutional investors for informational purpose
only. Any strategy and/or any products associated with the strategy discussed herein has not been authorised for
distribution in Brunei. No distribution of this material to any member of the public in Brunei is permitted.
Canada—Issued in Canada by T. Rowe Price (Canada), Inc. T. Rowe Price (Canada), Inc.’s investment management
services are only available to non-individual Accredited Investors and non-individual Permitted Clients as defined
under National Instrument 45-106 and National Instrument 31-103, respectively. T. Rowe Price (Canada), Inc.
enters into written delegation agreements with affiliates to provide investment management services.
DIFC—Issued in the Dubai International Financial Centre by T. Rowe Price International Ltd which is regulated by
the Dubai Financial Services Authority as a Representative Office. For Professional Clients only.

EEA—Unless indicated otherwise this material is issued and approved by T. Rowe Price (Luxembourg) Management
S.ar.l. 35 Boulevard du Prince Henri L-1724 Luxembourg which is authorised and regulated by the Luxembourg
Commission de Surveillance du Secteur Financier. For Professional Clients only.

Hong Kong—Issued by T. Rowe Price Hong Kong Limited, 6/F, Chater House, 8 Connaught Road Central, Hong
Kong. T. Rowe Price Hong Kong Limited is licensed and regulated by the Securities & Futures Commission. For
Professional Investors only.

Indonesia—This material is intended to be used only by the designated recipient to whom T. Rowe Price delivered;
it is for institutional use only. Under no circumstances should the material, in whole or in part, be copied,
redistributed or shared, in any medium, without prior written consent from T. Rowe Price. No distribution of this
material to members of the public in any jurisdiction is permitted.

South Korea—This material is intended only to Qualified Professional Investors. Not for further distribution.
Mainland China—This material is provided to qualified investors only. No invitation to offer, or offer for, or sale of,
the shares will be made in the mainland of the People’s Republic of China (“Mainland China”, not including the
Hong Kong or Macau Special Administrative Regions or Taiwan) or by any means that would be deemed public
under the laws of the Mainland China. The information relating to the strategy contained in this material has not
been submitted to or approved by the China Securities Regulatory Commission or any other relevant governmental
authority in the Mainland China. The strategy and/or any product associated with the strategy may only be offered
or sold to investors in the Mainland China that are expressly authorized under the laws and regulations of the
Mainland China to buy and sell securities denominated in a currency other than the Renminbi (or RMB), which is
the official currency of the Mainland China. Potential investors who are resident in the Mainland China are
responsible for obtaining the required approvals from all relevant government authorities in the Mainland China,
including, but not limited to, the State Administration of Foreign Exchange, before purchasing the shares. This
document further does not constitute any securities or investment advice to citizens of the Mainland China, or
nationals with permanent residence in the Mainland China, or to any corporation, partnership, or other entity
incorporated or established in the Mainland China.

Malaysia—This material can only be delivered to specific institutional investor. This material is solely for
institutional use and for informational purposes only. This material does not provide investment advice or an
offering to make, or an inducement or attempted inducement of any person to enter into or to offer to enter into,



an agreement for or with a view to acquiring, disposing of, subscribing for or underwriting securities. Nothing in
this material shall be considered a making available of, solicitation to buy, an offering for subscription or purchase
or an invitation to subscribe for or purchase any securities, or any other product or service, to any person in any
jurisdiction where such offer, solicitation, purchase or sale would be unlawful under the laws of Malaysia.

New Zealand— Issued by T. Rowe Price Australia Limited (ABN: 13 620 668 895 and AFSL: 503741), Level 28,
Governor Phillip Tower, 1 Farrer Place, Sydney NSW 2000, Australia. No Interests are offered to the public.
Accordingly, the Interests may not, directly or indirectly, be offered, sold or delivered in New Zealand, nor may any
offering document or advertisement in relation to any offer of the Interests be distributed in New Zealand, other
than in circumstances where there is no contravention of the Financial Markets Conduct Act 2013.
Philippines—ANY STRATEGY AND/ OR ANY SECURITIES ASSOCIATED WITH THE STRATEGY BEING DISCUSSED
HEREIN HAVE NOT BEEN REGISTERED WITH THE SECURITIES AND EXCHANGE COMMISSION UNDER THE SECURITIES
REGULATION CODE. ANY FUTURE OFFER OR SALE OF THE STRATEGY AND/ OR ANY SECURITIES IS SUBJECT TO
REGISTRATION REQUIREMENTS UNDER THE CODE, UNLESS SUCH OFFER OR SALE QUALIFIES AS AN EXEMPT
TRANSACTION.

Singapore—Issued by T. Rowe Price Singapore Private Ltd. (UEN: 201021137E), 501 Orchard Rd, #10-02 Wheelock
Place, Singapore 238880. T. Rowe Price Singapore Private Ltd. is licensed and regulated by the Monetary Authority
of Singapore. For Institutional and Accredited Investors only.

South Africa—Issued in South Africa by T. Rowe Price International Ltd (TRPIL), Warwick Court, 5 Paternoster
Square, London EC4M 7DX, is an authorised financial services provider under the Financial Advisory and
Intermediary Services Act, 2002 (Financial Services Provider (FSP) Licence Number 31935), authorised to provide
“intermediary services” to South African Investors. TRPIL’s Complaint Handling Procedures are available to clients
upon request. The Financial Advisory and Intermediary Services Act Ombud in South Africa deals with complaints
from clients against FSPs in relation to the specific services rendered by FSPs. The contact details

are noted below: Telephone: +27 12 762 5000, Web: www.faisombud.co.za, Email: info@faisombud.co.za
Switzerland—Issued in Switzerland by T. Rowe Price (Switzerland) GmbH, Talstrasse 65, 6th Floor, 8001 Zurich,
Switzerland. For Qualified Investors only.

Taiwan—This does not provide investment advice or recommendations. Nothing in this material shall be
considered a solicitation to buy, or an offer to sell, a security, or any other product or service, to any person in the
Republic of China.

Thailand—This material has not been and will not be filed with or approved by the Securities Exchange
Commission of Thailand or any other regulatory authority in Thailand. The material is provided solely to
“institutional investors” as defined under relevant Thai laws and regulations. No distribution of this material to any
member of the public in Thailand is permitted. Nothing in this material shall be considered a provision of service,
or a solicitation to buy, or an offer to sell, a security, or any other product or service, to any person where such
provision, offer, solicitation, purchase or sale would be unlawful under relevant Thai laws and regulations.
UK—This material is issued and approved by T. Rowe Price International Ltd, Warwick Court, 5 Paternoster Square,
London ECAM 7DX which is authorised and regulated by the UK Financial Conduct Authority. For Professional
Clients only.

USA—Issued in the USA by T. Rowe Price Associates, Inc., and T. Rowe Price Investment Services, Inc., 1307 Point
Street, Baltimore, MD 21231, which are regulated by the U.S. Securities and Exchange Commission and the
Financial Industry Regulatory Authority, respectively. For Institutional Investors only.
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