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ULST

During the third quarter of 2020, ULST outperformed the
Bloomberg Barclays U.S. Treasury Bellwether 3-Month
Index on both a NAV and market price basis.
Performance

During the third quarter, ULST outperformed its benchmark largely due to its overweight
allocation to investment-grade credit and asset-backed securities (ABS) prime credit cards
and autos. In addition, the fund’s allocation to BBB credit contributed to outperformance, as
the credit curve flattened during the quarter. Continued improvement in economic activity and
employment, coupled with government economic and capital market support, caused credit
spreads to tighten during the quarter. For example, Bloomberg Barclays U.S. Floating Rate Notes
Index (FRN) spreads tightened by 19 basis points (bps) during the quarter, producing positive
price and carry excess returns versus the Fund’s benchmark. Bloomberg Barclays U.S. AssetBacked Securities Floating Rate Note Index spreads tightened by 18 bps during the quarter,
while the 1- to 3-year-weighted average life component of the index, where ULST tends to
focus, tightened by 16 bps, producing positive price and carry excess returns versus the Fund’s
benchmark. As mentioned, the credit curve flattened significantly during the quarter, with BBB
FRN spreads tightening 46 bps and 34 bps versus AAA and AA FRNs, respectively.
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SPDR SSGA Ultra Short Term Bond
ETF (NAV)

0.70

1.23

1.89

2.20

1.83

—

1.40

0.20

0.20

SPDR SSGA Ultra Short Term Bond
ETF (MKT)

0.54

1.18

1.87

2.19

1.82

—

1.40

—

—

Bloomberg Barclays U.S. Treasury
Bellwether 3-Month Index

0.04

0.64

1.11

1.70

1.21

0.65

0.88

—

—

Inception date: October 9, 2013.
Source: ssga.com, as of September 30, 2020.
Performance quoted represents past performance, which is no guarantee of future results. Investment return and principal value will fluctuate, so you may
have a gain or loss when shares are sold. Current performance may be higher or lower than that quoted. All results are historical and assume the reinvestment
of dividends and capital gains. Visit ssga.com for most recent month-end performance.
The gross expense ratio is the fund’s total annual operating expense ratio. It is gross of any fee waivers or expense reimbursements. Performance returns for periods
of less than one year are not annualized. The market price used to calculate the Market Value return is the midpoint between the highest bid and the lowest offer on the
exchange on which the shares of the fund are listed for trading, as of the time that the fund’s NAV is calculated. If you trade your shares at another time, your returns
may differ. It is not possible to invest directly in an index. Index performance does not reflect charges and expenses associated with the fund or brokerage commissions
associated with buying and selling a fund. Index performance is not meant to represent that of any particular fund.

Quarter in Review

Fed Funds
Expectations Versus
Nominal Fed
Funds Rate
 Federal Funds
Target Rate
 Federal Funds
Expectations

US economic activity continued to improve during the quarter, although COVID-19 continues to
be a challenge both within the US and across the globe. In conjunction with this improvement in
economic activity, continued government support for the economy and the financial markets
led to further easing of financial conditions across the board. For example, during the quarter,
the above-mentioned FRN Index spread tightened 19 bps, the Bloomberg Barclays U.S. Credit
Index spread tightened by 14 bps, and the Bloomberg Barclays U.S. Corporate High Yield Index
spread tightened by 109 bps. Similarly, the US stock market has recovered to levels that exceed
pre-COVID-19 crisis levels, and the VIX, a measure of implied volatility for the stock market, is at
post-COVID-19 crisis lows. In terms of Fed monetary policy, the fed funds rate remains near the
zero-lower-bound, and the Fed’s balance sheet grew by nearly $300 billion during the quarter,
with purchases made directly in the US Treasury, US agency mortgage-backed securities
(MBS), US agency commercial MBS, and investment-grade US corporate credit markets. We
continue to view the Fed’s purchase of investment-grade US corporate bonds — through
their Secondary Market Corporate Credit Facility (SMCCF) — as a watershed event for the
bond market, as it is the first time the Fed has included corporate bonds in their QE program.
The novelty of this program and the Fed’s determination to maintain liquidity in the bond markets
are key reasons why spreads have tightened as much as they have despite the uncertainty
created by the COVID-19 pandemic. Finally, after a review of their monetary policy framework,
the Fed announced a more flexible framework regarding their dual mandate of maximum
employment and stable inflation, which, in summary, increases the hurdle for future Fed rate
hikes. The market is currently pricing in no fed funds rate hikes out to December 2022, a sign
that the market expects that the economy will take an extended amount of time to recover from
the effects of COVID-19.
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Source: Bloomberg Finance LP, April 1, 2019–September 30, 2020.
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Portfolio Positioning
and Outlook

Our fundamental active fixed income investment process has three components: structural,
cyclical, and tactical. Our analysis of structural economic growth trends, which includes
demographic trends, the trend growth rate of the labor force, and the trend growth rate of
productivity — and the potentially negative effects of COVID-19 on each of these factors —
suggest to us a US trend growth rate of less than 2.0%. Coming into 2020, public infrastructure
investment and private investment were suppressed; the latter due in large part to the US-China
trade war, which escalated in 2019. Persistent underinvestment puts pressure on an already
historically low trend growth rate of productivity, which is only being exacerbated by the effects of
COVID-19. We continue to be on the lookout for a major public infrastructure bill, one that would
likely improve future productivity prospects, but a bill of that nature and with enough magnitude
may prove difficult to pass as we head into the US presidential election. Given the above, our
structural analysis suggests that interest rates will remain historically very low and range bound.
Our analysis of cyclical trends focuses on economic activity momentum as well as policies
that can serve to either extend or contract the economic cycle. As mentioned above, we
continue to see improvements in economic activity and the labor market. Expectations are
low for private sector corporate investment in 2020 as the firms manage their balance sheets
through a recession, while, on the contrary, we’ve seen a “V-shaped” recovery in the US housing
market. There is pent-up private investment demand, but the catalyst to unlocking that demand
remains very challenging: the discovery of a vaccine and effective treatment of COVID-19. Our
expectations are that the US government will continue to provide support in the form of fiscal
and monetary policy, and it stands ready to increase its support should the economic outlook
or financial conditions materially worsen. US government stimulus has improved financial
conditions, which serves to support the recovery of the US economy.
Given the zero-lower-bound achieved in fed funds, we are positioned at the lower end of our
duration range of three months to nine months. There was no material change in the fund’s
duration target versus its benchmark quarter over quarter. Regarding our asset allocation
strategy, we’re maintaining a diversified exposure to corporate industrials and financials, and
prime ABS credit cards and autos. Our credit allocation to BBB-rated credit is at 27%, which is
just above our long-term structural exposure for this strategy. The strategy has a 2.8% allocation
to BB-rated credit (of which 2.2% is allocated to Ford — all of which is expected to mature in
less than one year — and the remaining 0.6% is allocated to CIT Group Inc. and Occidental
Petroleum). Asset allocation shifts during the quarter included a 6% reduction in ABS, which
funded a 6% increase in corporate industrials; and a 3% reduction in treasuries, which funded
a 3% increase in a government money market fund. Within the overall context of continued
uncertainty produced by COVID-19, our view is that the combination of continued economic
improvement and unprecedented government stimulus, which includes the Fed’s SMCCF
program, will continue to support credit spreads in the near-to-intermediate term. At current
valuations, the significant incremental yield offered by the portfolio versus its benchmark, which
had a yield of just 10 bps at the end of the quarter, should produce positive excess returns over
the remainder of 2020.

SPDR® SSGA Ultra Short Term Bond ETF

3

Asset Allocation

Security Type

Fund (%)

Index (%)

Industrials

37.81

0.0

Financial Institutions

29.67

0.0

Agency-Backed Securities

21.54

0.0

Short-Term Investments

7.09

0.0

Utilities

2.98

0.0

Commercial Mortgage-Backed Securities

1.89

0.0

Treasuries

0.00

100.0

-0.98

0.0

Other

Source: State Street Global Advisors, as of September 30, 2020.
Asset allocation is a method of diversification that positions assets among major investment categories. Asset allocation may
be used in an effort to manage risk and enhance returns. It does not, however, guarantee a profit or protect against loss.

Quality Breakdown

Credit Rating

Fund (%)

Index (%)

23.4

100.0

6.3

0.0

A Rated

34.7

0.0

BBB Rated

26.7

0.0

BB Rated

2.8

0.0

Other

6.1

0.0

AAA Rated or above
AA Rated

Source: State Street Global Advisors, as of September 30, 2020. Ratings are based on the Bloomberg Barclays
Composite Rating.
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About State Street
Global Advisors

ssga.com/etfs
Glossary
Bloomberg Barclays US Corporate High
Yield Index An unmanaged index that is
comprised of issues that meet the following
criteria: at least $150 million par value
outstanding, maximum credit rating of Ba1
(including defaulted issues) and at least one
year to maturity.
Bloomberg Barclays US Credit
Index An index that measures the investment
grade, US dollar-denominated, fixed-rate,
taxable corporate and government related
bond markets.
Bloomberg Barclays US Dollar Floating
Rate Note Index An index that measures the
performance of floating rate bonds issued by
the US Treasury.
Bloomberg Barclays US Treasury
Bellwether 3-Month Index An unmanaged
index representing the on-the-run (most
recently auctioned) U.S. Treasury bill with
3 months’ maturity.
State Street Global Advisors
One Iron Street, Boston MA 02210
T: +1 866 787 2257.
Important Risk Information
State Street Global Advisors and
its affiliates have not taken into
consideration the circumstances of

State Street Global Advisors serves governments, institutions and financial advisors with a
rigorous approach, breadth of capabilities and belief that good stewardship is good investing
for the long term. Pioneers in index, ETF, and ESG investing and the world’s third-largest asset
manager, we are always inventing new ways to invest.

any particular investor in producing this
material and are not making an investment
recommendation or acting in fiduciary
capacity in connection with the provision
of the information contained herein.
The information provided does not constitute
investment advice and it should not be relied
on as such. All material has been obtained from
sources believed to be reliable, but its accuracy
is not guaranteed. This document contains
certain statements that may be deemed
forward-looking statements. Please note that
any such statements are not guarantees of
any future performance and actual results or
developments may differ materially from
those projected.
Investing involves risk including the risk of
loss of principal.
The whole or any part of this work may not be
reproduced, copied or transmitted or any of
its contents disclosed to third parties without
SSGA’s express written consent.
ETFs trade like stocks, are subject to
investment risk, fluctuate in market value and
may trade at prices above or below the ETFs’
net asset value. Brokerage commissions
and ETF expenses will reduce returns.
Actively managed ETFs do not seek to
replicate the performance of a specified index.
An actively managed fund may underperform
its benchmark. An investment in the fund is not
appropriate for all investors and is not intended
to be a complete investment program.
Investing in the fund involves risks, including
the risk that investors may receive little or no
return on the investment or that investors
may lose part or even all of the investment.

Bonds generally present less short-term risk
and volatility than stocks, but contain interest
rate risk (as interest rates rise bond prices
usually fall); issuer default risk; issuer credit risk;
liquidity risk; and inflation risk. These effects are
usually pronounced for longer-term securities.
Any fixed income security sold or redeemed
prior to maturity may be subject to a substantial
gain or loss.
Foreign (non-US) securities may be subject
to greater political, economic, environmental,
credit and information risks. Foreign securities
may be subject to higher volatility than US
securities, due to varying degrees of regulation
and limited liquidity. These risks are magnified
in emerging markets.
Increase in real interest rates can cause the
price of inflation-protected debt securities to
decrease. Interest payments on inflationprotected debt securities can be unpredictable.
Intellectual property information: The
trademarks and service marks referenced
herein are the property of their respective
owners. Third party data providers make no
warranties or representations of any kind
relating to the accuracy, completeness or
timeliness of the data and have no liability for
damages of any kind relating to the use of
such data.

State Street Corporation’s financial products are
not sponsored, endorsed, sold or promoted by
SPDJI, Dow Jones, S&P, their respective
affiliates and third party licensors and none of
such parties make any representation regarding
the advisability of investing in such product(s)
nor do they have any liability in relation thereto,
including for any errors, omissions, or
interruptions of any index.
BLOOMBERG®, a trademark and service mark
of Bloomberg Finance L.P. and its affiliates, and
BARCLAYS®, a trademark and service mark of
Barclays Bank Plc, have each been licensed for
use in connection with the listing and trading of
the SPDR Bloomberg Barclays ETFs.

Standard & Poor’s®, S&P® and SPDR® are
registered trademarks of Standard & Poor’s
Financial Services LLC, a division of S&P Global
(S&P); Dow Jones is a registered trademark of
Dow Jones Trademark Holdings LLC (Dow
Jones); and these trademarks have been
licensed for use by S&P Dow Jones Indices
LLC (SPDJI) and sublicensed for certain
purposes by State Street Corporation.
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Before investing, consider the
funds’ investment objectives,
risks, charges and expenses. To
obtain a prospectus or summary
prospectus which contains
this and other information, call
866.787.2257 or visit ssga.com.
Read it carefully.

Not FDIC Insured
No Bank Guarantee
May Lose Value
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