MORLEY FINANCIAL

SERVICES, INC.

Fixed Income Sector Return June 2016
Stable Income Market Index
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Technology bps from last quarter.
TSR 92 -11 47 8 31 78 -28 -13 5 48 -9 32 -63
Communications 102 -24 56 129 18 63 -21 4 24 60 -15 37 -43 > The IOWGSt performing SubseC'
Other Industrial 92 -1 10 51 128 60 -3 -5 -7 6 -19 4 -4 tor for the 2nd quarter was Oth-
Utility 8 36 32 60 36 9% -29 -14 -8 4 -6 16 -5 er Financial Corporate bonds at
Electric 8 3 31 58 37 9 -29 -14 -6 45 -5 16 -53 4 bps, all of which was earned
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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
Stable Income Market Index (SIMI) represents a low-risk blend of asset classes from within the Barclays Capital U.S.
Aggregate Bond Index, focusing on shorter maturities, and providing diversified exposure to debt from the govern-
ment, credit and securitized sectors.

The material represents information available at the time of production, no forecast based on the opinions expressed Visit us online at
can be guaranteed, and such opinions and data August be subject to change without notice. Although the information
is obtained from sources deemed to be reliable neither Morley Capital Management, Inc. (MCM) nor its affiliates can Www.morley.com

guarantee the accuracy of the information. for the most recent market up-

Investment management services are provided by MCM, a registered investment adviser and a subsidiary of Morley dates Insights and Perspectives
Financial Services, Inc. which is a wholly owned subsidiary of Principal Financial Group. ’ )
from the Morley investment team.
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Option Adjusted Spreads by Sectors June 2016
Stable Income Market Index
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Government-Related 33 30 32 33 37 36 32 26 27 30 33 34 31

Agency 7 7 7 A BTN P W B » The average spread of the prima-
Local Authority e 70 R Ea g s B ry SIMI sectors at the end of the
Sovereign 123 122 120 129 184 148 125 123 118 147 112 110 102 2nd quarter was 60 bps, down 3
Supranational 2 17 18 2 2 2 20 15 16 16 14 16 17 bps from the end of last quarter.
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Basic Industry 139 13 129 162 215 - 25 198 169 212 176 153 122 bonds ended the 2nd quarter

with the same spread as the 1st
quarter, 184 bps, after dropping
in May to 159 bps.
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Communications 101 97 91 108 139 128 108 102 111 124 118 111 110 were below the average spread of

other Industrial 67 61 63 63 6 8 60 61 70 77 74 68 70 171 bps for the 2nd quarter at 153
Utility 9 93 108 113 125 124 116 109 112 115 107 105 101 bps.
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» Other Financial Corporate bonds
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Natural Gas exited the Index in May, reflected

Financial Institutions 111 102 105 117 140 118 100 95 104 110 108 105 101 by an average spread Of 0 bpS at
Banking 108 98 101 112 136 114 95 90 100 108 105 103 98 the end of the 2nd quarter.
Eralare 129 128 134 138 152 128 118 116 120 127 118 115 122

i Ca e 184 159 170 184 225 190 150 102 116 94 113 107 107

Insurance 103 102 103 119 138 120 108 105 113 120 115 112 109

REITS 135 133 139 150 166 141 133 130 134 135 129 120 119
Other Financial 0 0 0 24 102 93 106 105 115 115 118 116 111
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Securitized
MBS Passthrough 36 21 22 28 28 26 22 19 24 33 27 30 26
ABS 50 51 58 63 59 57 65 58 62 61 52 56 53
Credit Card 48 48 54 59 54 53 59 52 55 60 48 54 51
Auto Loan 52 54 61 67 64 62 71 64 69 63 56 58 55
CMBS 72 74 78 86 95 96 91 76 80 84 L 84 93
Non Agency CMBS 96 106 116 130 152 147 140 117 118 125 134 121 131
Agency CMBS 53 47 46 46 44 50 44 34 40 38 38 39 38

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
Stable Income Market Index (SIMI) represents a low-risk blend of asset classes from within the Barclays Capital U.S.
Aggregate Bond Index, focusing on shorter maturities, and providing diversified exposure to debt from the govern-
ment, credit and securitized sectors.

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

guarantee the accuracy of the information. ) -
Investment management services are provided by MCM, a registered investment adviser and a subsidiary of Morley dates’ InSIthS and Perspectlves
Financial Services, Inc. which is a wholly owned subsidiary of Principal Financial Group. from the Morley investment team.




MORLEY FINANCIAL

SERVICES, INC.
Option Adjusted Spreads — monthly changes June 2016
Stable Income Market Index
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Government-Related -1 2 -1 -2 -4 1 4 6 -1 -3 -3 -1 2
Agency 0 2 -1 -1 -3 2 4 8 -1 -2 -9 -1 3
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Sovereign -6 1 2 =9 15 -4 2 3 5 -29 3B 2 8 inant during the 2nd quarter,
Supranational 1 5 1 -3 2 0 2 5 -1 1 1 -2 0 especially during April and May,
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sasic Incustry . R - B - 5 = = the quarter. Corporate bonds
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Capital Goods -3 6 1 9 18 5 7 5 -8 -9 5 7 4 . . .
with Technology widening by
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Ccpsumegiiongtyelical 2 > BEEEEEEN 7 BRSuSERe ¢ o 2 by 54 bps since last quarter.
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Transportation -8 4 2 13 -2 4 10 8 -12 -9 8 6 -2 dustry Corporate bonds have
RS -7 4 6 -17 -3 11 2 6 -9 -13 6 8 0 been the most volatile over the
o VI S 4 6 -2 -1 -6 -14 23 -2 -9 -7 3 6 -1 last year. Energy bonds have
. 17 4 15 6 -12 1 9 7 a3 3 8 2 a experienced the highest and
Eloctric = N R . : : . . Iowgst monthly spread changes
I 2l S - : : o s s during the last 12 months, 122
bps and -143 bps, respectively.
Financial Institutions -6 9 -3 -12 -23 23 18 5 -9 -6 2 3 4
Banking R . T » The average spread change of
Brokerage MEEEENEANES - BRSNS the primary SIMI sectors for the
Finance Companies 0 25 -10 -14 -4 35 41 48 -14 22 -19 6 0 2nd quarter was -3 bps, tighter
Insurance -16 1 1 -1 -19 18 12 4 8 7 5 4 3 by 5 bps than last quarter and
REITS -15 2 6 -11 -16 25 8 3 4 6 8 1 10 bps than one year ago.
Other Financial -24 0 o -4 -78 10 -13 1 -1 0 -3 2 5
Securitized 2 11 -3 -6 0 2 2 5 -5 -7 5 -2 2
MBS Passthrough 8 15 -2 -6 1 2 4 3 -5 -10 6 -3 4
ABS -13 -1 -6 -5 4 2 -8 7 -4 1 10 -4 3
Credit Card -11 0 -6 -5 5 2 -6 7 -3 5 12 -6 3
Auto Loan -15 2 7 -6 3 2 9 7 5 6 7 -2 3
CMBS -14 -2 -5 -8 -9 -1 5 15 -4 -4 -6 6 -9
Non Agency CMBS -34 | -10 -10 -14 -22 5 7 2 -1 -6 -9 13 -10
Agency CMBS 7 6 1 0 2 5 6 10 -5 2 0 -1 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
Stable Income Market Index (SIMI) represents a low-risk blend of asset classes from within the Barclays Capital U.S.
Aggregate Bond Index, focusing on shorter maturities, and providing diversified exposure to debt from the govern-
ment, credit and securitized sectors. . i
The material represents information available at the time of production, no forecast based on the opinions expressed Visit us online at
can be guaranteed, and such opinions and data August be subject to change without notice. Although the information Www.morley.com
is obtained from sources deemed to be reliable neither Morley Capital Management, Inc. (MCM) nor its affiliates can _
guarantee the accuracy of the information. for the m_OSt recent market up
Investment management services are provided by MCM, a registered investment adviser and a subsidiary of Morley dates’ InSIthS and Perspectlves
Financial Services, Inc. which is a wholly owned subsidiary of Principal Financial Group. from the Morley investment team.
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