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Executive Summary

Payden & Rygel has had a long-standing relationship with OCTA for over 26 years.

OCTA OCTA - Sub-Portfolio
Inception February 2000 June 2021
Market Value $409 million $205 million
Duration 1.93 years 2.64 years
Credit Quality AA AA
Yield to Maturity 3.72% 3.79%
Benchmarks ICE BofA 1-3 Year US Treasury Index & ICE BofA 1-5 Year US Treasury Index &

ICE

BofA 1-3 Year Govt/Corp AAA-A Index

ICE BofA 1-5 Year Govt/Corp AAA-A Index

OCTA Combined Account Total Portfolio
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June 2021: $125 million transferred from
the OCTA portfolio to fund the new Payden
OCTA - 405 Improvement Project Portfolio
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Payden & Rygel

Who we are

AT AGLANCE OUR CULTURE

Established in 1983

Los Angeles-based, offices in
Boston, London, Milan

$166 billion AUM

Exceptional retention
of talented people and clients

Global investing perspective
Regardless of benchmark

One governance center
Centralized, coordinated decision

makin
ne Alignment of interests

Fully focused on our clients

Collaborative approach

100% independently owned Sharing best ideas, constructive

Fully-resourced and flexible

OUR GLOBAL REACH

% Payden Offices

North America
Fortune 100 Corporations
Pension Funds

Insurers

Non-Profits

Wealth Management
Public Entities

As of 12/31/2025

Payden&Rygel

Bermuda
Government Offices /
Public Entities
Insurers

United Kingdom
FTSE Clients

Pension Funds
Insurers

Wealth Management

Switzerland
Wealth Management
Pension Funds
Family Offices

Nordics

Wealth Management
Family Offices
Pension Funds

debate

Eurozone

Central Banks

United Nations Agencies
Pension Funds

Wealth Management
Insurers

Middle East
Central Banks
Sovereign Wealth

Africa
Insurers

South Africa
Wealth Management

Japan
Global Insurers

Asia
Central Banks

Australia
Superannuation Funds
Wealth Management
Insurers
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Macro Scenarios 2026: Continued Tech-Led Growth Or Labor Market Slump

As Tariff Impacts Fade, Tech Spending Could Continue Boosting Private Demand Growth

Scenario
Reacceleration
Aggregate
expansion
probablllégé;/s Tech-led
o Growth
(Base Case)
Sluggish
Growth
Stagflation
Aggregate
recession B
probability is
45% Recession
Severe
Recession

—

*Personal Consumption Expenditures (PCE)
**Effective fed funds rate

Payden&Rygel

Unemployment Core PCE* Probability Next Rates Implication u.s.
GDP Rate Inflation 12 Months Next 12 Months (%)** Equities Dollar
3.0% Fed funds: 4.38
3.4% -4.3% 3% -4% 5% _— A
Above trend growth 10-year: 4.50-5.00
2.0% -3.0%
Fed funds: 2.83
Trend or above trend 4.3%-4.7% ~2% 45% A _—
10-year: 3.00-3.50
growth
0.0% to 1.5% Fed funds: 2.13
4.7% -5.0% 1-2% 5% A v
Below trend growth 10-year: 2.75-3.25
1.4% t0-1.0% Fed funds: 3.63
. ) ~47-59% 3-6% 0% v A
Mild contraction 10-year: 3.75-4.25
0.0% t0-1.0% Fed funds: 1.38
. ) ~47-59% 1-3% 40% v A
Mild contraction 10-year: 1.75-2.25
-1.0% to-4.0% Fed funds: 0.33
>6.0% 0-2% 5% v A

Severe GDP contraction

10-year: 0.75-1.25



2026 U.S. Macroeconomic Outlook
We Expect Growth To Remain On Trend With Inflation Moderating Much Faster In 2026

Indicators ¢ Payden Base Case o Consensus® e Median FOMC+ e Current Rate
Economic Growth e 5
0, 0,
Real GDP Year-Over-Year Change 1.0 1R9% 2.0% onsensus Range 3.1
From Q4 2025
} Despite the “groupthink” in
Real GDP could surprise again in 2026 on consensus, we think the labor
tech-led investment and productivity growth { market will remain weak in 2026
X
Labor Markets
Unemployment Rate Level at 3.8 Consensus Range 4.8
Year-End
As tariff pressure fades, we expect
U.S. Inflation inflation to cool faster in 2026

% Change Year-Over-vear by 1.8 2.8% Consensus Range 4.1
Year-End, Core PCE : = '

We think neutralis closer
t02.75% - 3.00%

Policy Rate
Fed Funds Rate, Upper Bound 2.25 Consensus Range @ @ @ @

*Bloomberg Monthly Surveys
Sources: Bureau of Economic Analysis, Bureau of Labor Statistics, Payden Calculations +As of the December 2025 Meeting
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Economic Policy Headwinds To Growth Offset By Tech-Driven Productivity
While Economic Policy Changes Will Impact Growth, The Magnitudes Vary Based On Policy

Major Potential Policy Change Impact On 2026 Real GDP Q4/Q4 Growth
Growth Impact of Policy from Select Research Organizations

Most of the OBBBA impacts

0,

2:2% are captured here

2.0% \

1.8% Tech-Related

Spendin
1.6% : £ <+——_ Tech spending may
' continue to drive private
& 140 demand in 2026
s_ll.) 470
]
3 12% . :
T Tariff shock will be smaller
§ Lo in magnitude in 2026
. 0
[+}]
o0
c
S 0.8%
o
Ex-Tech

0.6% Private Demand

0.4%

0.2%

0.0%

Baseline Private Immigration Trade Fiscal Final GDP Forecast
Sector Growth

Sources: Bureau of Economic Analysis, Brookings Institution, Yale Budget Lab, McLaughlin, P. and Wong, J.
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Private Sector Job Growth Continues To Remain Weak At 2025 Year-End

Historically, We've Never Seen Private Payroll Employment Slow This Much Without A Recession

Private Nonfarm Payroll (NFP) Job Growth
Private Sector Job Growth Is The Best Proxy For Private Sector Demand

mmmm Private Sector NFP == Three-Month Moving Average

300
250
200
Private payrollgrowth has
» 150 weakened substantially in the
e second half of 2025
© 1
4 r
o
= 100
50
0
-50
Mar. '23 Jun.'23 Sep.'23 Dec. 23 Mar. '24 Jun. 24 Sep. 24 Dec. 24 Mar. '25 Jun. '25 Sep. '25 Dec.'25

Sources: Bureau of Labor Statistics, Payden Calculations
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Goods Price Pressure Have Been Offset By Softer Services Costs In 2025
Housing Inflation Will Continue To Fade With A Lag Sometime In 2026

Trends In Core Personal Consumption Expenditure (PCE) Price Index Components
Versus Long-Term Averages, Represented By Dashed Lines

Core Goods Non-Housing Core Services Housing
Core PCE Weight*: 25% Core PCE Weight*: 53% Core PCE Weight*: 18%
Recession Recession Recession
8% 8% 8%

6% \ 6% 6%
S
(]
a
o . N

Tariffs primaril

S % primarty ___§ 4% 4%
L impact goods prices
>
>
()
oo
S 2% 2% 2%
=
(&)

0% 0% 0%

2% -2% -2%
'05 11 '18 '25 '05 11 '18 '25 ‘05 11 '18 '25
Source: Bureau of Economic Analysis *The remaining 3% in core PCE Price Index weight is spending from nonprofit organizations
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Non-housing Services Prices Will Cool As Labor Supply Exceeds Demand

Services Inflation Moves Closely With The Labor Market, As Labor Is The Largest Input For Services

PCE Non-housing Services Inflation Versus Vacancy-To-Unemployed (v/u) Ratio
The v/u Ratio Measures Job Vacancies (v) Versus Unemployed Workers (u)

Recessions e\//U Ratio* (Left) == NoOnN-housing Services Inflation (Right)

6%

2.5
2.0 \ 5%
) . ]
Non-housing services inflation ‘
accelerated in 2021 when the vacancy-

to-unemployed (v/u) ratio breached 1 g
Q
1.5 4% 3
\ o
o \ >
s 2
o« o)
<
D
1.0 3% T
<
1]
/ )

05 3 / v/u ratio fell to cycle-low in 20

/ November 2025
0.0 . T T T T T T T T . - 1%
Jul.'12 Nov. '13 Mar. '15 Jul.'16 Nov. '17 Mar. '19 Jul. '20 Nov. '21 Mar. '23 Jul.'24 Nov. '25
Source: Bureau of Labor Statistics, Bureau of Economic Analysis
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In Our Base Case, The Fed Will Cut Three Times In 2026
In 2026, We Expect The Fed To Cut 75 Basis Points To A Neutral Of 2.75% - 3.00%

Fed Funds Rate Path Based On Different Macro Scenarios Compared to Market Pricing
Payden Economics Forecasts Versus Overnight Index Swap (OIS) Market Implied Rate As Of 1/9/2026

5.5%
5 0 | We expect rate cuts to be front-loaded in
- ‘ 2026 as labor market remains weak
4.5% Reacceleration
4.0%
3.5%
]
<
3.0% Market Implied Rate
Payden Base Case
(Tech-Led Growth)
2.5%
2.0%
1.5%
Mild Recession
1.0% T T T T T T T T T
Sep '24 Dec '24 Mar '25 Jun'25 Sep '25 Dec'25 Mar '26 Jun'26 Sep '26 Dec '26

Sources: Federal Reserve, Bloomberg, CBO, Payden Calculations
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The 10-Year Yield Could Be A Lot Lower in 12 Months

Our Macro Scenario Probabilities Tilt Toward Lower Rates—In Some Scenarios Substantially Lower

U.S. 10-Year Treasury Yield Path

Based On Different Macro Scenarios And Probabilities, As of 12/31/2025

4.8%
4.3%
WSeeem ™7 777 TEeeee e e e oo == Bloomberg Consensus
\
\‘ N
3.8% \ Seacw
-=a
\ \\
\
T \ Y.
£ 3.3 ‘s -==sq
270 \\ o Payden Base Case
\ S====% (Tech-Led Growth)
\
\\
2.8% \
\\
S
\\\
239 Risks tilt to the downside for interest rates if _/' \
' growth turns out to be weaker than expected \_——“s
Sa - T .
*  Recession
1.8% T T T T T T
Jan.'25 Apr.'25 Jun.'25 Sep. '25 Dec. '25 Mar. '26 Jun. '26

Sep. '26 Dec. '26
Sources: Bloomberg, Payden Calculations
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U.S. Treasury Rate Environment
As of December 31, 2025

The curve steepened in the fourth quarter, as the market digested Fed USsT Yields (%) Yields (%) Bps A
rate cuts and further commentary for the 2026 outlook. Tenor 12/31/2024 12/31/2025 YTD
—12/31/2024 ——12/31/2025 1-month 4.27 3.60 7
5.00 3-month 4.31 3.63 -68
4.75 6-month 4.27 3.61 -66
450 1-year 4.14 3.48 -66
g 425 l 2-year 4.24 3.48 -76
e 3-year 4.27 3.54 -73
< 4.00
S 5-year 4.38 3.73 -65
3.75
450 7-year 4.48 3.94 -54
3'25 10-year 4.57 4.17 -40
: 20- -
0 5 10 s 20 . 20 = year 4.86 4.79 7
Maturity -year 4,78 4.84 6

Treasury Yields
December 2019 through December 2025 Despite the YTD rally in Treasuries, yields remain

2-Year 5-Year e——10-Year elevated compared to recent history

Yield (%)

2019 2020 2021 2022 2023 2024 2025

Source: Bloomberg. Past results are not indicative of future performance.
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U.S. 1-5 Year Yield Spread and Excess Returns
As of December 31, 2025

Credit Ratin g Yield Spr eads Excess Return 2025 2024 2023 2022 2021
Obtion Adiusted Spread (OAS) AAA 0.14 0.53 0.66 0.02 0.38
P J p AA 0.49 0.67 1.04 0.10 0.39
A 0.94 1.31 1.77 0.01 0.52
BBB 1.22 1.94 2.47 -0.88 1.17
150 AAA ABS 0.25
125
100
- 81
59
50 50
25 WM 32
15
0
Dec-20 Dec-21 Dec-22 Dec-23 Dec-24 Dec-25
Sector Yield Spreads Excess Return 2025 2024 2023 2022 2021
Option Adjusted Spread (OAS) FInanCIfilS 1.14 1.95 2.28 -0.24 0.82
Industrials 0.92 1.15 1.80 -0.61 0.83
Utilities 1.04 1.55 1.93 0.34 0.68
150 AAA ABS 0.26 1.03 0.87 -0.25 0.25
125
100
75
50
25
0
Dec-20 Dec-21 Dec-22 Dec-23 Dec-24 Dec-25

Source: Bloomberg. ICE BofA 1-5 Year Indices. Past results are not indicative of future performance. Figures in percent unless indicated otherwise.
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OCTA Portfolio Positioning

As of December 31, 2025

Portfolio Characteristics (1-3 Year)

Sector Distribution

Treasury Govt/Corp M Portfolio  mTreasuryIndex  m Gov't/Corp Index
12/31/2025 Benchmark Benchmark 100%
Market Value $409M - -
80%
Yield to Maturity 3.72% 3.50% 3.60% 60%
Effective Duration 1.93 yrs. 1.84 yrs. 1.82 yrs. 40%
. . 20%
Weighted Average Life (WAL) 2.06 yrs. 1.93 yrs. 1.92 yrs. . .
. 0%
Average Rating AA AA+ AA Gov't Related Corporates Securitized (MBS, ABS, &
CMO)
Duration Distribution
m Portfolio MW Treasury Index
40%
35%
30%
25%
20%
15% == ——
10% -~ RN
s N
5% /
0% [ [ — e
<.5 .5-1 1-1.5 1.5-2 \ N 34 4-5 ,
~ b d
~ ~ - -
Payden&Rygel Benchmarks: ICE BofA 1-3 Year US Treasury Index and ICE BofA 1-3 Year AAA-A US Corporate & Government Index /ICE BofA 1-5 Year US Treasury Index and 17

ICE BofA 1-5 Year AAA-A US Corporate & Government Index



OCTA Sub-Portfolio Positioning

As of December 31, 2025

Sub-Portfolio Characteristics (1-5 Year)

Sector Distribution

Treasury Govt/Corp H Sub-Portfolio ®Treasury Index m Gov't/Corp Index
12/31/2025 Benchmark Benchmark 100%
Market Value $205M - -
80%
Yield to Maturity 3.79% 3.56% 3.66% 60%
Effective Duration 2.64 yrs. 2.54 yrs. 2.55yrs. 40%
20%
Weighted Average Life (WAL) 2.86 yrs. 2.71yrs. 2.75yrs. . .
0%
Average Rating AA AA+ AA Gov't Related Corporates Securitized (MBS, ABS, &
CMO)
Duration Distribution
| Sub-Portfolio MW Treasury Index P RN
30%
25%
20%
15%
10%
5%
0%
51 115 1.5-2 23 N 3-4 / ‘.45 v
\ / N /
~ 7’ N o - s
-~ -
P d &R 1 Benchmarks: ICE BofA 1-3 Year US Treasury Index and ICE BofA 1-3 Year AAA-A US Corporate & Government Index / ICE BofA 1-5 Year US Treasury Index and 18
ayden yee ICE BofA 1-5 Year AAA-A US Corporate & Government Index



Porifolio Performance
As of December 31, 2025

Trailing Trailing Trailing
1Year 3Year 5 Year Since Inception
OCTA Portfolio (%) 5.58 5.00 2.37 3.02
ICE BofA 1-3 Year Treasury Bill Index (%) 5.10 4.47 1.79 2.64
ICE BofA 1-3 Year Govt/Corp AAA-A Bill Index (%) 5.22 4.65 1.91 2.83
Trailing Trailing Trailing
1Year 3Year 5 Year Since Inception
OCTA Sub-Portfolio (%) 6.20 4.95 n/a 2.60
Blended US Treasury Benchmark (%)* 5.92 4.64 n/a 2.12
Blended US Corp & Govt Benchmark (%)* 5.74 4.44 n/a 1.98

Returns for fiscal periods longer than one year are annualized.

*Revised investment guidelines for sub-portfolio effective 10/01/24. The Custom US Treasury Benchmark is comprised of: 06/22/2021- 09/30/2024 ICE BofA 1-3 Year US Treasury Index
(G102), after 10/01/2024 ICE BofA 1-5 Year US Treasury Index USD (GVQO0). The Custom US Corp & Govt Benchmark is comprised of: 06/22/2021- 09/30/2024 ICE BofA 1-3 Year AAA-A US

Corporate & GovernmentIndex USD (B110), after 10/01/2024 ICE BofA 1-5 Year AAA-A US Corporate & Government Index USD (BV10).
Portfolio inception date: 03/01/2000; Sub-Portfolio inception date: 06/22/2021

Payden&Rygel
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Payden&Rygel

Los Angeles

333 South Grand Ave.
Los Angeles,

CA 90071

USA

Tel+1 213 625 1900

London

1 Bartholomew Lane
London

EC2N 2AX

UK

Tel +44 20 7621 3000

Disclaimer

Boston

265 Franklin Street
Boston,

MA 02110

USA

Tel+1617 807 1990

Milan

Corso Matteotti, 1
20121

Milan

Italy

Tel +39 02 7606 71111

Investment in foreign securities entails certain risks from investing in domestic securities, including
changes in exchange rates, political changes, differences in reporting standards, and, for emerging
market securities, higher volatility. Investing in high-yield securities entails certain risks from investing
in investment grade securities, including higher volatility, greater credit risk, and the issues’ more

speculative nature.

This material is intended solely for institutional investors and is not intended for retail investors or
general distribution. This material may not be reproduced or distributed without Payden & Rygel’s
written permission. This presentation is for illustrative purposes only and does not constitute investment
advice or an offer to sell or buy any security. The statements and opinions herein are current as of the
date of this document and are subject to change without notice. Past performance is no guarantee of

futureresults.



	Orange County Transportation Authority
	Executive Summary 
	Payden & Rygel
	Slide Number 4
	Economic Outlook
	Macro Scenarios 2026: Continued Tech-Led Growth Or Labor Market Slump
	2026 U.S. Macroeconomic Outlook
	Economic Policy Headwinds To Growth Offset By Tech-Driven Productivity
	Private Sector Job Growth Continues To Remain Weak At 2025 Year-End
	Goods Price Pressure Have Been Offset By Softer Services Costs In 2025
	Non-housing Services Prices Will Cool As Labor Supply Exceeds Demand
	In Our Base Case, The Fed Will Cut Three Times In 2026
	The 10-Year Yield Could Be A Lot Lower in 12 Months
	Market and Portfolio Review
	U.S. Treasury Rate Environment
	U.S. 1-5 Year Yield Spread and Excess Returns
	OCTA Portfolio Positioning	
	OCTA Sub-Portfolio Positioning	
	Portfolio Performance
	Slide Number 20

