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" Economic Cycle & Investment Returns
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Maonetary Base 52-week Rate of Change
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The spread between long-duration BAA and
government bonds is very close to the highs reached in
1932 (the midst of the Great Depression).

BAA spread in %
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Source: U.S. Federal Reserve, RCM
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US corporate bonds generally are

undervalued. The bonds are priced for a default risk
that higher than what actually happened in the 1930s .

Implied Default Rates

10 year bond

1 year bond 2 year bond 5 year bond
Spread Y y Y
i recovery rate
MOP o a0 20% 4o 20% 4o 20%
100 1% 2% 2% 3% 6% 8% 1%

200 2% 3% 5% 6% 1% 15% 2%
300 4% 5% % 9% 17% 2% 31%
400 5% 6% 9% 12% 2% 2%% 39%

500 6% 8% 11% 15% 26% 55% 47%
600 1% 9% 13% 18% 31% 41% 54%
100 6% 1% 15% 20% 35% 46% 60%

800 9% 12% 17% 25% 39% 52% 65%
900 10% 13% 19% 25% 42% 5% 10%
2000 20% 21% 37% 49% 13% 97% 103%

Note: Based on the data of Society of Actuaries,
the maximum cumulative 5-year default rate was

22.8% in 1934.

40%
15%
29%
41%
52%
62%
12%
80%
87%
94%
138%




i1 lusiavaynulu I-CREDIT MF@

Asset Management plc.

* purTiiuwanauunulu Global Aggregate Bond 15ugaaiu

Global Treasury versus Global Aggregate Bond Market Returns: 1973-2009
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US, UK, Euro Bond Spreads: Jan 1997- Jun 2009
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a US UK Euro Bond Spreads: Jan 1997- Jun 2009
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Inception
Name YTD | IMO | 3MO 6MO 1Yr 3Yr | Inception* Date

1. Barclays 1-3 Yr Credit
Bond Fund (CSJ) 9.00%] 1.48%| 5.88%]| 10.26%| 6.33% n.a 14.61%]| 1/5/2007
2. iBoxx$Invesment Grade
Corporate Bond Fund (LQD) | 15.92%)] 4.88%| 12.87%] 17.69%| 9.54%] 19.36% 45.43%| 7/22/2002
3. iBoxx $ High Yield
Corporate Bond Fund (HYG) | 26.77%| 3.76%]| 17.14%)| 40.24%| 0.18% n.a -2.83%| 4/4/2007
4. Barclays Credit Bond Fund
(CFT) 6.25%] 4.21%| 12.51%| 16.62%| 8.48% n.a 14.53%]| 1/5/2007
5. Barclays Intermediate
Credit Bond Fund (CIU) 12.02%] 2.68%)| 10.18%]| 14.85%( 7.34% n.a 14.73%]| 1/5/2007
6. JP Morgan USD Emerging
Markets Bond Fund (EMB) 16.69%| 3.66%)| 12.06%| 26.98%| 5.11% n.a 6.32%]|12/17/2007

Remark * annualized return

The performance quoted represents past performance and does not guarantee

future results.

Source: iShares, MFC

Data as of 2 Sep 2009
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[ame Rating ~ |Efiective Duration | Vield to Matunty | Avg. Matunty |Avg. Coupon (%)
1) Barclays 1-3 Yr Credit Bond Fund (CaJ) At .85 3% 2] 240
2] 1By § nvestment Grade Corporate Bond Fund (LOD} | A 71 5.10% 1254 h.30%
3016y § High Yield Carparate Bond Fund (HYG) i 42 10.34% il 0.55%
4] Barclays Credit Bond Fund (CFT) A 5.9 4 76% 05 591%
o] Barclays Intermediate Credit Bond Fund (CIU) A 2.1 4. 40% 2.1 000
bl JP Margan UsD Emerging Markets Bond Fund (EMB] | BEE- .0 h.74% 1231 .04

Data were as of 2 Sep 09

Source: Barclays Global Investors, iShares
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Name Mg | A | A | Dm | B | B | (| (3 I

1) Barclays -3 Yr Creat Bond Fund (0] pal A ) A g 00 000 0l 0m) 000 3d] 1000
2) Boe § westment Grace Coporate Bond Fund (LODY | 000 2770 b7} Z2eh)  O73) Q0O 000 000 000 000y 1) 100
3) Bt § g Yield Corparate Bond Fund (110 Q00 oo 000 A B4 Ale) 48 00 000 3% 100
{) By c\aysC it Bond Fund (CFT) e e O 1 11 e 1 1
5] Barelays Intemediate Credt Bond Fund (CU) M0 b4 B Bk 28 000 000 000 000y 00 04 10l
o) JF Worgan UaD) Emerging Markets Bond Fund (EMB) | 249) 000 o) M3 Jeh) G&) 08 000 000 000 114 100

Investment |Speculative MR

Mame (Grade (Grade

1) Barclays 1-3 ¥r Credit Bond Fund [(C5) 846 1.8 3.5

21 iBoxx § Investment Grade Corparate Bond Fund (LID) o7 .4 07 1.8

31 iBoxx § High Yield Corporate Bond Fund (HY5) 0.0 56,1 3.9

4) Barclays Credit Bond Fund (CFT) H3.2 3.4 3.4

5) Barclays Intermediate Credit Bond Fund [CIU) H4.5 25 3.0

B) JP Morgan USD Emerging Markets Bond Fund (EME) 5.3 53.3 11.4

Source: Barclays Global Investors, iShares

Data were as of 2 Sep 09
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Top Sectors
: Man- o =-T Financial
Marme CETERIMEN ] Corporate Al omecurities [ Institutions

1) Barclays 1-3 ¥r Credit Bond Fund [C5J) - 34.3% 27.3% b.2% 0.5% 30.3%

2) 1Boxx § Investment Grade Corporate Bond Fund (LD - 39.3% - - - 40, 4%

3) IBoxx % High Yield Corparate Bond Fund (HY (5] - 50.5% a.0% - -

4] Barclays Credit Bond Fund (CFT) - 42.4% 17.0% 10.1% 0.6% 28.2%

5) Barclays Intermediate Credit Band Fund (CIL) - 39.4% 18.7 % 0.5% 0.1% 41.4%

B) JF Morgan USD Emerging Markets Bond Fund (EMB) 74.3% - - -

Country Allocation
Bonds by Country
Name LS4 Brazil  [Russian |Mexico  [Turkey  |Phillippines \enezuela [Indonesia | South Africa |Peru Colombia | Total

1] Barclays 1-3 Yr Credit Band Fund (C5J) 100% - - 100%
Z) 1Boxx § Investment Grade Carparate Bond Fund (LQD) | 100% 100%
3) iBoxx § High Yield Corporate Bond Fund (HYG) 100% 100%
4) Barclays Credt Bond Fund (CFT) 100% 100%
5) Barclays Intermediate Credit Bond Fund (CIU) 100% - - - - - - - - - - 100%
b) JP Morgan USD Emerging Markets Bond Fund (EMB) | 2.49% | 1168% |[1061% | 950% | 8.29% | B26% | 671% | 461% | 45/% | 434% | 4.28% T4%

Source: Barclays Global Investors, iShares
Data were as of 2 Sep 09
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: Tumover | Tumover | Expense
o Name Y| Listed (volume/day) | (value/day) | Ratio
Bond  {15hares Barclays 1-3 Year Credt Bond Fund USD (NYSEAwal  H91RG| J8Z4 40| 0.20%
|ahares Box Imvestment Grade Carparate Bond Fund USD [ NYSEAcal 1067207 10RA09E| 0.15%
lahares 1Bow § High Yield Corparate Bond Fund USD (NYSEAral 720849 &7 ZRG[R0D| 0A50%
ahares Barclays Credit Band Fung USD | NYSE Arca 27 BT EE | 020%
ahares Barclays Intermediate Credt Bond Fund USD [NYSEAcal 1925431 192109001 0.20%
jahares JPMorgan UsD Emerging Markets Bond Fund UsD [NYSE Arca olaa| AT (A%

Brokers: Nomura, Smith-Barney
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