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== Corporate Bond Dealer Inventories
(left scale)
== Total Corporate Bonds Outstanding
(right scale)
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Looking Beyond Liquidity

Deteriorating liquidity can push security prices well above or below fair value. However,
short-term price movements may be difficult to interpret without a broader view of the credic
markets. Our assessment of the credit cycle, with inputs such as corporate health, leverage,
profits, economic growth, inflation and investor risk appetite, informs our three- to five-
year credit view. When markets begin to trade away from our long-term view, we draw on
our deep research to identify value-oriented opportunities. We believe a key ingredient of
our long-term alpha generation is capturing value when prevailing market conditions cause

deviations from our fundamental view.

We believe the US credit cycle is in the expansion to late-cycle phase when bonds become
more fully valued, although the yield in specific sectors remains attractive. If history holds,
this phase could persist for at least one to two more years, with credit metrics stable and
defaults low. Eventually, the cycle will progress into a downturn, characterized by low
liquidity, widening spreads, falling prices, rising yields and investor flight. Leading up to
this transition, we believe we will see increased instances of market dislocation, as occurred

recently in the energy sector.

Given our expansion-to-late-cycle assessment, we are comfortable holding higher-than-
average reserves, such as cash and high-quality developed market sovereign debr. This gives us
room to potentially capitalize on market disruptions without having to sell existing holdings
into the same weakness. Since we expect higher US rates or volatility to present buying
opportunities, we intend to patiently use reserves to invest in our best ideas. This is a basic
tenet of our investment approach; we take a long-term view, carefully research opportunities
and step in to buy what we consider attractive securities that seem to have fallen out of favor.

@



dnousg saibajeng auume

2259 | \uj v 4nq uesw| ¥ Lyas LaN ¥

1749 69°0 20T 4% 010 800 v0'0 100 800 LEI'VST'T
€L TL'S 8¢, ve'e 0£'C 69°C
vs 01 8b'91 8T'61 vI'8 LTS vT'8:
- - LT81 LL0OT- 08'T1- 08'v- (8T Sp'S- LOL  9VY'196°9TT
£8( 207t 6t 0T v5'6 2L9 LSE 000 000
¢ 6S'T 87'C 95'¢ Ty 8T'¥ 66'€ 0S'T
59 SSET LT zeor 9,9 6€°€ 000 000
4168 APrst 66'€T YER%5,5 ) 20 SR 0| 75 e e A 66€ T UST . BOUT TIL0E0'LIT
v0'0 L0°0 100 110 0z0 €9°0 90 €10
vy'y se€ €8T 98'T 69°T 0T 0- 89'T- 60'T
\y_oﬁ G we 8T S Bl 68T €50, T 960 . O£€T  L9¥'STS'ssE
910 ST0- 951 8¥'C 67°C 6T'T 610 €00
ST'S €8 66 S8t LEO 4 2L 0 SLT
@.ﬁm.m_ £ 308 8’11 LET 99 'S 16;055 e tlits 86T TS6L66'LTE
I€0 9T 0 6€0 800 VST 050 YT 8v°0
(28 pS LT €L/ 62/ 8zL v6'T 14%0) 9T
\%&wm _ 8ELT bEULL . AL AT bz o 8T . 6UT-  ¥9'%6E  L08'ES0'9S9
)
- 1287 9¢'ST 8L'€ 69'9 443 9T'T LT LV'6S  8SL'TS0'¥86
0L 0 S€°0 L0'T €60 80'C 601 YTt 150
ze'9 7S°TT [rit 617 44 SvT 450 007
0L L8TT 81T e €Sy vS'T LS'0 6V'T- 00'00T 0L0¥T8VS9‘T
1ea) 01 1e3A G 1ed) ¢ 13\ T ald atao YIWOWE  YIUOWT  %39ssy $ 1955y
{%)oouewaopag

ysed
UiNl1ay $S83X3

X3Ppuj dTN d8S
A813u3/s5,dIN

xapuj A143doud 134N
Uin)ay S$sadX3
[W] 3200 - xapuj pun4 4134IN
_ T L L
UiIN1ay SSadxj
21062.6by sApjoung

. 2% Fwoou) paxig M:
uINBY $$3XJ
xapuj A3inb3 jpuonpuIaiu)
- Aunb3 |euoneusaiu)
UINIaY $59%3
xapuj Aunb3i sn
o ]

Aunb3 |eog

uINlay 5530x3
Ad1104 pun4 D10 |
aNsodwo) pun4 [g10]

ST0C ‘o€ sunr

S99 JO SS0.19H 9IUBWI0JIDd 13 UOIRIO[|Y 195SY
pun4 uoisuad a.i4 'g 931j04 3|[IAuOSHORS JO A1)



"~ 10 YEAR RESET FIXED INCOME / 20 YEAR PROJECTION
® 1%

Reset 6/30Value Fl $385,525,467 +1.54=250,341,212

Reset 6/30 Value S 250,341,212.00
Equity Intl. Equity R.E.
ALLOC % X.519 X3.52 X.128
S 129,927,089.00 S  88,120,107.00 S 32,043,675.00
% GROWTH X2.28 X1.68 X235
TOTAL S 296,233,763.00 S 148,041,780.00 S 75.302,636.00
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