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Total Return Jun. May Apr Mar Feb Jan Dec Nov Oct Sep Aug Jul Jun
2017 2016 2016
[ E |
Treasury 16 24 33 6 15 18 1 22 17 32 -4 -
Government-Related -9 28 34 12 23 25 2 -17 16 -15 2 79
Agency 6 [N2ONEECH ° N2INNZ0N 3 12 16 -13 1 e Despite predominately negative
Local Authority 15 35 39 19 24 21 -2 24 27 -23 7 and flat returns for the month of
Sovereign 9 49 44 12 58 42 23 15 8 36 6 June, all the sectors and subsec-
Supranational A2 29 37 18 20 22 -4 27 18 30 5 | 84 tors of the SIMI posted solid posi-
Corporate 0 43 50 6 48 40 16 4 10 2 4 tive returns for the 2nd quarter,
Industrial -4 44 50 5 47 41 18 7 11 2 43 ranging from 41 to 139 bps.
Basic Industry 0 45 56 -7 74 61 17 -6 37 1 76 .
Finance Company Corporate
Capital Goods -5 40 45 2 42 44 7 -6 9 -8 27 bonds posted the hlghest re-
Consumer Cyclical 6 37 43 5 56 41 18 -9 4 -3 35 turn of the |ndex for the Second
Consumer Non-Cyclical -3 =~ 45 46 8 41 38 14 15 8 15 38 consecutive quarter at 139 bps.
Energy 15 46 53 -1 35 51 41 21 24 53 47 Likewise, Treasury securities and
Technology -4 41 55 7 49 34 18 4 10 2 B2 Auto Loan Securitized bonds
Transportation -4 43 46 10 39 37 4 -1 22 3 19 =iln pOSted the lowest returns
o for the quarter at 41 and 46 bps,
Communications -5 56 60 1 53 36 15 -31 3 -10 51 .
respectively.
Other Industrial -3 36 43 27 41 55 22 27 14 9 9
Utility O BN 2 BN S T B © NS Securitized bonds, which posted
Electric 1 41 44 2 31 37 5 2 20 -7 15 the highest average return for
Natural Gas 9 39 46 4 33 49 12 13 46 1 24 the combined months of April
Financial Institutions 5 41 50 8 51 39 15 0 7 3 41 80 and May, was the worst perform-
Banking 5 40 48 9 50 35 15 o 1 4 4 715 er of the prl:)marfy lSlIMI Zet():tors n
Brokerage 5 36 49 16 44 55 6 10 43 2 32 June at—3% ops, Tollowe y Trea-
sury securities at-16 bps.
Finance Companies 5 62 72 -14 - 75 27 1 12 4 67
Insurance 1 43 51 8 46 50 12 -5 22 -6 35
REITS 3 49 58 8 42 48 9 2 54 5 31
Securitized 32 48 49 6 34 18 1 24 25 -5 18 81
MBS Passthrough -40 49 53 2 44 13 12 -28 27 -3 22 73
ABS 6 33 30 17 10 21 -17 -46 -5 25 0 -10 | 77
Credit Card 11 40 39 17 13 25 23 - 15 23 1 9 -
Auto Loan 4 26 21 17 6 17 10 26 5 26 -1 -10 62
CMBS 16 60 48 12 12 41 -34 19 14 20 27
Non Agency CMBS -17 62 49 5 13 49 32 -8 1 -13 40
Agency CMBS 14 58 47 17 10 34 -36 27 24 25 17

Information pertaining to market indices and benchmarks has been provided for general informational purposes only.
Indices are unmanaged and do not reflect any fees or expenses. Individuals cannot invest directly in an index. The
Bloomberg Barclays Stable Income Market Index (SIMI) represents a low-risk blend of asset classes from within the
Bloomberg Barclays Capital U.S. Aggregate Bond Index, focusing on shorter maturities, and providing diversified ex-
posure to debt from the government, credit and securitized sectors.

Visit us online at
The material represents information available at the time of production, no forecast based on the opinions expressed
can be guaranteed, and such opinions and data are subject to change without notice. Although the information is www.morley.com
obtained from sources deemed to be reliable, neither Morley Capital Management (Morley) nor its affiliates can guar- for the most recent market up-

antee the accuracy of the information. 2 .
/ dates, Insights and Perspectives.

Investment management services are provided by Morley, a registered investment adviser and indirect wholly owned
of Principal Financial Group, Inc.
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Option Adjusted Spreads (OAS) by Sector CAPITAL MANAGEMENT
Bloomberg Barclays Stable Income Market Index (SIMI)

June 2017
OAS Jun May Apr Mar Feb Jan Dec Nov Oct Sep Aug Jul Jun
2017 2016 2016
[ 3 E
Government-Related 25 25 27 29 29 31 34 32 30 29 30 33 33
Agency 24 24 25 26 25 26 30 28 26 26 26 28 27 The average spread of the prima-
: ry SIMI sectors at the end of the
Local Authority 48 46 49 50 58 62 60 57 56 52 54 55 56 .
2nd quarter was 42 bps with Cor-
Soverei 61 66 72 81 72 8 93 97 8 8 106 126 123 "
overelgn porate bonds leading the way at
Supranational 18 - 19 21 25 27 29 26 23 21 20 20 22 73 bpS Finance Company COFpO-
Corporate 70 73 76 79 76 86 91 92 89 92 86 94 105 rate bonds experienced the h|gh_
Industrial 67 69 73 76 73 8 87 8 8 8 81 89 101 est average spread of 102 bps for
Basic Industry 88 8 93 96 8 103 109 111 107 110 112 119 - the quarter, with REITs not far be-
Capital Goods 56 59 62 65 62 70 76 71 68 70 64 68 75 hind at 99 bps.
Consumer Cyclical 68 73 76 76 72 8 9 91 8 8 79 84 93

Consumer Non-Cyclical 60 62 66 68 67 75 79 81 74 74 68 69 80 Government-Related and Secu-

- ritized bonds both experienced

Ener 80 78 8 89 83 8 97 107 103 115 109
o an average spread of 26 bps for

Technology 58 61 62 65 63 72 76 79 78 8 8 89 104 the quarter. Subsectors of these
Transportation 66 69 73 72 69 76 80 80 70 74 74 81 86 primary sectors, Supranational
Communications 78 8 8 91 8 97 101 100 93 8 80 85 101 and MBS Passthrough bonds, re-
Other Industrial 53 58 58 52 70 77 8 79 74 69 62 65 67 spectively, both had an average
Utility 76 77 81 8 8 84 91 8 8 8 8 93 9 spread of 18 bps, the lowest of
Electric 75, 77 81 8 79 83 89 8 8 8 8 91 94 the Index.

Natural Gas 87 8 8 93 88 94 106 106 96 96 104 111 118
Financial Institutions 73 78 8 8 8 91 96 97 96 99 93 100 111
Banking 71 76 78 8 78 89 93 94 93 97 8 96 108
Brokerage 77 84 8 92 94 103 113 111 109 114 114 122 129
Finance Companies 96 101 109 117 110 134 _
Insurance 68 72 75 79 74 82 91 91 8 8 87 94 103
REITS 98 96 102 105 105 110 118 114 109 114 122 128 -

Securitized 28 24 27 27 27 27 26 26 28 30 32 40 43
e— ... B

ABS 39 39 46 48 53 50 53 42 46 47 52 57 50
Credit Card 30 39 45 47 51 48 52 41 46 46 48 55 48
Auto Loan 40 39 47 43 56 52 53 44 46 49 56 60 52

CMBS 51 51 56 55 56 50 54 44 57 62 60 66 72
Non Agency CMBS 65 65 69 68 66 60 66 57 71 79 77 83 96
Agency CMBS 38 39 45 45 47 42 45 35 46 49 47 52 53

Information pertaining to market indices and benchmarks has been provided for general informational purposes only.
Indices are unmanaged and do not reflect any fees or expenses. Individuals cannot invest directly in an index. The
Bloomberg Barclays Stable Income Market Index (SIMI) represents a low-risk blend of asset classes from within the
Bloomberg Barclays Capital U.S. Aggregate Bond Index, focusing on shorter maturities, and providing diversified ex-
posure to debt from the government, credit and securitized sectors.

Visit us online at
The material represents information available at the time of production, no forecast based on the opinions expressed
can be guaranteed, and such opinions and data are subject to change without notice. Although the information is www.morley.com
obtained from sources deemed to be reliable, neither Morley Capital Management (Morley) nor its affiliates can guar- for the most recent market up-

antee the accuracy of the information. . .
/ dates, Insights and Perspectives.
Investment management services are provided by Morley, a registered investment adviser and an indirect wholly

owned subsidiary of Principal Financial Group, Inc.



Option Adjusted Spreads (OAS)

Monthly changes by sector
Bloomberg Barclays Stable Income Market Index (SIMI)

Morley

CAPITAL MANAGEMENT

OAS Change Jun May Apr Mar Feb Jan Dec Nov Oct Sep Aug Jul
2017 2016 2016
| E
Treasury 0 0 0 0 0 -1 0 1 0 0 0 0
Government-Related 0 -2 -2 0 -2 -3 2 3 1 -1 -3 0
Agency 0 -2 -1 2 -1 -4 2 2 0 1 -3 1
Local Authority 1 -3 -1 -8 -4 2 4 0 5 -2 -1 -2
Sovereign -5 -6 -9 - -6 -4 - -1 - 3
Supranational 0 -2 -2 -4 -2 -2 3 2 3 1 0 -2
Corporate -3 -3 -3 3 -9 -5 -2 4 -3 5 -8 -11
Industrial -2 -4 -3 3 -9 -5 -2 5 -2 5 -8 -12
Basic Industry -2 -4 -3 - -5 -2 4 -3 -3 -7 -
Capital Goods -3 -3 -3 2 -7 -7 5 4 -2 6 -4 -7
Consumer Cyclical -5 -2 -1 4 @ -12 -6 -1 6 0 7 -5 -9
Consumer Non-Cyclical -2 -4 -2 2 -8 -5 -2 7 0 6 -1 -11
Energy 3 -6 -5 6 -6 9 -10 4 -1 6 -12
Technology -3 -2 -3 2 -9 -3 -3 1 -3 1 -9
Transportation -3 -4 1 3 -7 -4 0 - -4 0 -7 -6
Communications -2 -7 -5 2 -8 -4 1 7 5 -5 -
Other Industrial -6 0 6 - -7 -6 4 5 5 -3 -2
Utility -1 -4 -3 4 -4 -6 2 5 -5 1 -5 -3
Electric -1 -4 -3 4 -4 -6 2 5 -6 2 -4 -3
Natural Gas 4 -5 -5 5 6 -12 0 - 0 -8 -6 -7
Financial Institutions -5 -3 -3 2  -10 -5 -1 2 -4 6 -7 -11
Banking -5 -2 -3 2 -10 -4 -2 2 -4 - -7 -
Brokerage -6 -2 -6 -2 9 -10 2 3 -6 0 -8 -8
Finance Companies -5 -8 -8 - -11 -4 -7 -4 6 -8 -
Insurance -4 -3 -4 5 -8 -9 0 4 -2 2 -7 -9
REITS 1 -6 -3 -1 -4 -8 4 5 -5 -8 -6 -7
Securitized 4 -3 0 1 0 1 0 -2 -3 -2 -8 -3
MBS Passthrough 6 -2 0 2 -2 -2 -9 -5
ABS 0 -7 -2 -5 -2 -5 -5 7
Credit Card 0 -7 -2 -4 0 -2 -6 6
Auto Loan 1 -8 -2 -6 -3 -7 -4 -
CMBS -1 -5 1 0 -5 2 -5 -7
Non Agency CMBS 0 -5 2 2 -8 2 -6 -
Agency CMBS -1 -6 0 -2 -3 2 -5 -2

Information pertaining to market indices and benchmarks has been provided for general informational purposes only.
Indices are unmanaged and do not reflect any fees or expenses. Individuals cannot invest directly in an index. The
Bloomberg Barclays Stable Income Market Index (SIMI) represents a low-risk blend of asset classes from within the
Bloomberg Barclays Capital U.S. Aggregate Bond Index, focusing on shorter maturities, and providing diversified ex-
posure to debt from the government, credit and securitized sectors.

The material represents information available at the time of production, no forecast based on the opinions expressed
can be guaranteed, and such opinions and data are subject to change without notice. Although the information is
obtained from sources deemed to be reliable, neither Morley Capital Management (Morley) nor its affiliates can guar-
antee the accuracy of the information.

Investment management services are provided by Morley, a registered investment adviser and an indirect wholly
owned subsidiary of Principal Financial Group, Inc.

June 2017

Spread changes were slightly
tighter for the 2nd quarter with
the primary SIMI sectors only
tightening by an average of 1 bp.
Spreads were tighter in April and
May by 2 bps to 3 bps, while June
was flat as Securitized bonds wid-
ened slightly by 4 bps countering
other sector tightening. Average
spread changes over the quarter
ranged from 1 bp to-7 bps across
all the sectors and subsectors of
the Index.

MBS Passthrough Securitized
bonds was subsector in the In-
dex to experience any widening
over the quarter, 1 bp which was
driven by 6 bps of tightening in
June. Sovereign Government-
Related and Finance Companies
Corporate bonds experienced
the highest average tightening of
the Index, 7 bps each, followed by
Communications and Brokerage
Corporate bonds at 5 bps each.

Visit us online at
www.morley.com
for the most recent market up-
dates, Insights and Perspectives.
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