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Spreads are much wider and government bond yields are failing to respond to the developing
crisis. Corporate and high yield spreads have now widened to such an extent that on a long-term
basis both offer much more compelling value. Global |G is now around 1.5 standard deviations
wide of the 20-year average, while European High Yield has risen by around 3% so far this year.
This means market returns are pretty poor. Euro High Yield is down 13% while Global IG is off by
more than 2% — the latter being “protected” by a longer duration and the fall in US Treasury
yields.

Generally, our portfolios have been defensively positioned in terms of market risk and in sector
and security choice. This means that for most funds we are ahead of the benchmark. The macro
team were long duration going into the crisis, which has clearly been beneficial. Our Absolute
Return funds, where we were once again defensively positioned, are off a little this year against
cash benchmarks, but this must be considered in the context of the collapse in equity and other
risk markets.

Liquidity is of course poor and reminds us of other crises. We note that EM and HY liquidity is
very challenged, as is IG and even parts of the government bond market. Our suspicion is that
investors are using this latter liquid area of the market to meet cash demands — hence the
surprising performance seen recently.

The encouraging situation is that after being expensive at the start of the year, there has been
significant value created at these wider spreads. As mentioned, IG and HY spreads are more

than one standard deviation wide of the long run (including the global financial crisis) average.
We conclude that much bad news is discounted in present levels. We also note the distress in
passive funds with ETFs trading at material discounts to net asset value.



COLUMBIA
THREADNEEDLE

INVESTMENTS

Important information: For use by Professional and/or Qualified Investors only (not to be used with or passed on to retail clients).
Past performance is not a guide to future performance. Your capital is at risk. The value of investments and any income is not guaranteed
and can go down as well as up and may be affected by exchange rate fluctuations. This means that an investor may not get back the
amount invested. This material is for information only and does not constitute an offer or solicitation of an order to buy or sell any securities
or other financial instruments, or to provide investment advice or services. Where references are made to portfolio guidelines and features,
these are at the discretion of the portfolio manager and may be subject to change over time and prevailing market conditions. Actual
investment parameters will be agreed and set out in the prospectus or formal investment management agreement. Please note that the
performance targets may not be attained. The analysis included in this document has been produced by Columbia Threadneedle
Investments for its own investment management activities, may have been acted upon prior to publication and is made available here
incidentally. Any opinions expressed are made as at the date of publication but are subject to change without notice and should not be
seen as investment advice. Information obtained from external sources is believed to be reliable, but its accuracy or completeness cannot
be guaranteed. Any opinions expressed are made as at the date of publication but are subject to change without notice. Information obtained
from external sources is believed to be reliable, but its accuracy or completeness cannot be guaranteed. This document includes forward
looking statements, including projections of future economic and financial conditions. None of Columbia Threadneedle Investments, its
directors, officers or employees make any representation, warranty, guaranty, or other assurance that any of these forward-looking
statements will prove to be accurate. The mention of any specific shares or bonds should not be taken as a recommendation to deal. This
document and its contents are confidential and proprietary. The information provided in this document is for the sole use of those receiving
the document. It may not be reproduced in any form or passed on to any third party without the express written permission of Columbia
Threadneedle Investments. This document is the property of Columbia Threadneedle Investments and must be returned upon request.
This document is not investment, legal, tax, or accounting advice. Investors should consult with their own professional advisors for advice
on any investment, legal, tax, or accounting issues relating an investment with Columbia Threadneedle Investments. This document is
distributed by Columbia Threadneedle Investments (ME) Limited, which is regulated by the Dubai Financial Services Authority (DFSA). For
Distributors: This document is intended to provide distributors with information about Group products and services and is not for further
distribution. For Institutional Clients: The information in this document is not intended as financial advice and is only intended for persons
with appropriate investment knowledge and who meet the regulatory criteria to be classified as a Professional Client or Market Counterparty
and no other Person should act upon it. Issued by Threadneedle Asset Management Limited, registered in England and Wales, No. 573204.
Registered Office: Cannon Place, 78 Cannon Street, London EC4N 6AG. Authorised and regulated in the UK by the Financial Conduct
Authority. Columbia Threadneedle Investments is the global brand name of the Columbia and Threadneedle group of companies.
Columbia Threadneedle Investments is the global brand name of the Columbia and Threadneedle group of companies.
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