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overvalued.

the short term.

Kate Hollis, sector head
US fixed income

e Consensus among managers that, although parts of the credit markets are expensive, the market as a whole is not yet

e Most fund managers we interviewed were overweight spread product relative to their indices.

e Managers are hesitant to make a short-term call on duration against a backdrop of low interest rates that are unlikely to rise in

e Those interviewed were unanimous that there may be buyers of equity but no sign of sustained selling of fixed income.

e A number of pre-crash market trends have reappeared, such as event risk, PIKs, cov-lite deals and CLOs.

KEY FACTS

Sector name: US fixed income

Peer groups: US fixed income

Review period:

US multi-sector bonds

1 January 2012 to 31 December 2012

US short-medium fixed income

Number of graded funds: 10
Dispersion of gradings: Platinum 1 Gold 7 Silver 2
Bronze 0 On Hold 0 Grading Removed 0
Peer group Index Median fund performance (%) Index performance (%)
Year to Review period* Year to Review period*
31 April 2013 31 April 2013
US fixed income Barclays U.S. Aggregate Bond TR 0.81 5.015 0.89 4.22
US multi-sector bonds Barclays U.S. Aggregate Bond TR 2.22 10.25 0.89 4.22
US short-medium fixed income BofA Merrill Lynch US Cor & Govt 3-5 Y A & Above TR 0.25 1.57 0.74 3.08

* Review period = 1 January 2012 - 31 December 2012

Source: Performance Data Source - © 2013 Lipper Inc. All rights reserved.

GRADING CHANGES

There were no gradings changes during the period under review.

GRADINGS SUMMARY
US fixed income
AXA IM FIIS US Corporate Bonds Silver/V3
Fidelity Funds US Dollar Bond Fund Gold/V3
¢ MFS Meridian Funds - Research Bond Fund Silver/V3
4 PIMCO Funds - Global Investors Series plc - Total

Return Fund Platinum/V3
Schroder International Selection Fund - US Dollar Bond Gold/V2x
US multi-sector bonds

¢ ¢ AllianceBernstein - American Income Portfolio Gold/v4
¢ Pioneer Funds - Strategic Income Gold/Vv4

US short-medium fixed income

BlackRock Global Funds - US Dollar Short Duration Bond Fund Gold/V2
BlackRock Global Funds - US Government Mortgage Fund Gold/V2
4 ¢ Franklin Templeton Investment Funds - Franklin US

Government Fund Gold/V2

¢ Fund with a 5-year Long-term Grading designation - ie, the fund has
achieved a Silver grading or above for 5 consecutive years

¢ ¢ Fund with a 10-year Long-term Grading designation - ie, the fund has
achieved a Silver grading or above for 10 consecutive years
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This is a marketing communication; and (a) has not been prepared in accordance with legal requirements designed to promote the independence of investment
research; and (b) is not subject to any prohibition on dealing ahead of the dissemination of investment research.

This report has been produced by McGraw-Hill Financial Research Europe Limited which is authorised and regulated by the Financial Services Authority in the
United Kingdom and trades as S&P Capital Q.

For residents of the U.K. - This report is only directed at and should only be relied on by persons outside of the United Kingdom or persons who are inside the
United Kingdom and who have professional experience of participating in unregulated schemes or who are high net worth persons, as defined in Article 14(5) or
Article 22(2) (a) to (d) of the Financial Services and Markets Act 2000 (promotion of CIS) (Exemptions) Order 2005, respectively.

This report does not constitute an offer of services in jurisdictions where Standard & Poor’s or its affiliates do not have the necessary licences.

S&P Capital 1Q provides fund reports and services as a paid service to fund issuers, fund manager, investors and other financial services professionals. It applies
rigorous criteria to arrive at a fund’s grading, and supporting analytics and commentary. S&P Capital IQ’s fund reports are based mainly on public information.
We do not audit the information and we may rely on unaudited information when we prepare the reports which are for professional clients as defined by the FSA.
Past fund performance is no guarantee of future performance and we accept no responsibility if, in reliance on a report, you act or fail to act in a particular way.

A near final draft of the fund report was disclosed to the fund manager prior to publication for factual verification only, and could have been amended by them.
The fund grading applies for one year from date of award however, S&P Capital I1Q reserves the right to change the grading during that time. In circumstances
where a corporate event or significant change to the fund management’s team, strategy or process occurs, the fund grading may be withdrawn and the fund
placed On Hold.

This material is not intended as an offer or solicitation for the purchase or sale of any security or other financial instrument. Securities, financial instruments or
strategies mentioned herein may not be suitable for all investors. Any opinions expressed herein are given in good faith, are subject to change without notice,

and are only current as of the stated date of their issue. Prices, values, or income from any securities or investments mentioned in this report may fall against the
interests of the investor and the investor may get back less than the amount invested. This material is not intended for any specific investor and does not take into
account your particular investment objectives, financial situations or needs and is not intended as a recommendation of particular securities, financial instruments
or strategies to you.

We may be paid for our products and services, normally by the fund issuer which whom we would have a contract. Our fees are based on the analysis and time
involved in the research process and are not conditional on awarding a fund a grading. S&P Capital IQ and our affiliates provide a wide range of services to, or
relating to, many organizations, including issuers of securities, investment advisers, broker-dealers, investment banks, other financial institutions and financial
intermediaries, and accordingly may receive fees or other economic benefits from those organizations, including organizations whose securities or services we
grade, or provide model portfolio services to, evaluate or otherwise address.

S&P Capital 1Q keeps certain activities of its business units separate from each other in order to preserve the objectivity of its respective activities. As a result,
certain business units of S&P Capital IQ’s may have information that is not available to other S&P Capital IQ business units. S&P Capital IQ has established policies
and procedures to maintain the confidentiality of certain non-public information received in connection with each analytical process.

The funds described in this report are generally not available to US investors and are only available to US investors, if at all, who are “accredited investors” as that
term is defined in Section 501 of Regulation D of the Securities Act of 1933, as amended or to investors who are deemed to be “qualified purchasers” as that term
is used in Rule 2a51-1 under the Investment Company Act of 1940.

The views expressed in a report reflect our grading committee’s views and the committee’s compensation is not related to specific grading or to the views ex-
pressed in a report. Copyright © 2012 Standard & Poor’s Financial Services LLC, a subsidiary of The McGraw-Hill Companies, Inc. All rights reserved. No part of
this publication shall be reproduced, stored in any retrieval system or transmitted in any form electronic or otherwise without the prior written consent of S&P. Any
part of the publication by S&P of which this page is a part is made accessible subject to the terms and conditions which are accessible at the url address below
(“S&P Terms”) - by accessing and viewing this page and/or and pages associated with or attached to it you accept the S&P Terms. Go to http.//www.funds-info.
standardandpoors.com.

With respect to reports issued to clients in Europe and in the case of inconsistencies between the English and German, French, Spanish, Italian or Dutch versions
of a report, the English version prevails. Neither S&P Capital IQ nor its affiliates guarantee the accuracy of the translation. Assumptions, opinions and estimates
constitute our judgment as of the date of this material and are subject to change without notice.

This report is issued subject to the laws of England and all matters arising from it or its use shall be subject to the exclusive jurisdiction of the Courts of England.
Because of the possibility of human or mechanical error by our sources, S&P or others, we can’t guarantee the accuracy of any information and are not respon-
sible for any errors.

For residents of Switzerland — In the event that the underlying products covered in this report are collective investment schemes within the meaning of the Federal
Act on Collective Investment Schemes (“CISA”), it cannot be excluded that the dissemination and distribution of this report may qualify as indirect marketing and/
or distribution of the underlying collective investment schemes. Collective investment schemes covered in this report may not be authorised for public distribution
in Switzerland and, as a consequence, any dissemination and onward distribution must comply with the applicable private placement exemptions. In such event,
this report is only directed at and should only be relied on by Qualified Investors within the meaning of art. 10 para. 3 CISA.



