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As high yield investors, we are participating in an ongoing capital market evolution that began during the
past decade and has gained momentum in recent years. Amid a global expansion of what has historically
been a US-dominated market, we have been increasingly identifying what we view as compelling
investments in global high yield markets, a trend fostered by the continued creation of global wealth, the
emergence of industry in developing countries, the maturation of capital markets in those countries, and
finally, a broadening base of issuers and issuance.

The expanding financing needs of corporations and governments globally are increasingly being greeted
by investor demand for yield and capital appreciation. These supply and demand dynamics are fueling

the growth and transformation of the global high yield market. In our estimation, this confluence of
events is creating an environment with investment opportunities that offer potential value, income and
diversification benefits. For many, especially investors that experienced the progression of the US high
yield market from its early days, this expanding opportunity to participate in a burgeoning global financing
environment may seem familiar.

The shifting characteristics of US, European, Asian and emerging markets high yield assets have
contributed to an expanding opportunity set. This has prompted many institutional investors to broaden
their high yield investment guidelines, often giving portfolio managers the flexibility to include exposures
to these markets within one portfolio. The days of “silo investing,” in which non-US investors sought
exposure to US high yield and emerging market debt through separate mandates, may be giving way to an
era of sector allocation driven by investors.

The surging market value of the Barclays Capital Global High Yield Index, which has increased 200% to

$1.4 trillion during the past ten years,' reflects a demand for global high yield issues and indicates a growing
acceptance of the asset class. Against a backdrop of low relative yields across certain other fixed income
sectors and weak economic growth projections for many developed economies, we believe that global high
yield is a potential source of growth, income and diversification with an attractive risk/reward profile.

BARCLAYS CAPITAL GLOBAL HIGH YIELD INDEX
Market Value
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Source: Barclays Capital, as of 10/31/2011.
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A NEED FOR FINANCING MEETS A NEED FOR GROWTH & INCOME

Supply:

On the supply side of the equation, companies and governments in both developed and developing economies

are issuing debt and secking capital from less traditional sources. Buying these issues and financing these
entities was formerly the purview of banks. However, stricter lending regulations, the on-going sovereign
debt crisis in Europe and greater acceptance of global high yield as an asset class have contributed to a
disintermediation of the banks by the capital markets. Indications of this disintermediation can be seen in
the expanded role of the global high yield market in Europe. The market value of the Bardays Capital European
High Yield Index has grown 653%, to €158 billion, over the past ten years.” Today, as European banks
continue to realize losses on their sovereign debt positions, they will inevitably need to raise capital and
reassess lending relationships. To fill the banking void, many borrowers will likely tap the capital markets.

Many developing countries have turned to the capital markets to finance a bevy of infrastructure projects as
well as the build-out of certain industries. From January 2002 to October 2011, sovereign emerging markets
issuance, as measuted by the JPM GBI-EM Global Index, expanded by 943%." The Latin American market
contributed significantly to this boom, as growth in the region spread beyond Mexico and Brazil and more
countries funded expansion projects through bond issuance.

Demand:

In the current environment, with economic growth trends suppressing yields to historically low levels and
certain developing markets approaching maturity, global high yield issuers are encountering strong demand
from investors.

While economic growth in many developed economies is projected to limp along at a slow pace,
developing economies overall generate relatively higher GDP rates. Loomis Sayles estimates emerging
market economic growth will be 5.9% in 2012, with 7.7% growth in China and 3.8% growth in Brazil.
These enticing growth prospects stand in contrast to our 2012 estimate for GDP growth in the US and
Europe, at 2.0% and 0.5%, respectively.
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markets will woo investors based on fundamentals. In our view, the
investment theses for many developing nations appear sound, bolstered by strong infrastructure expansion,
flourishing industry and increasingly affluent consumers eager to acquire goods and services.

As we have mentioned, we feel global high yield can offer strong income and diversification features with
an attractive risk/reward profile. However, as with all high yield opportunities, there ate risks. From the
fundamental viewpoint, default risk is always a concern when analyzing high yield. In addition, global

*Figures cited are estimates calenlated by designated sovereign analyst. Estimates consider available data and the country/ region and global macroeconomic
environment as appropriate at the time. They are subject to change at any time.
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high yield incorporates potential currency volatility (for unhedged positions), as well as macroeconomic
dynamics on the country level. As with all investments, we carefully weigh these risks and contrast them
with the potential return opportunities.

Income Features:

Similar to the supply and demand dynamics that propelled the US high yield market from its infancy in the
1970s to the several-hundred billion-dollar size it is today, we believe global market conditions can help foster
further growth of the global high yield bond market.

Drawn by the potential for comparatively attractive yields and income in addition to the potential benefits that
geographic diversification can bring, investors with the research capability and willingness to incorporate the
risk of global investing into their asset allocations have provided demand for global high yield issues.

Diversification Features:
The diversification benefits of global high yield have been significant, as seen in the correlation table below.

The most dramatic advantage is seen in the asset class’s strikingly low correlation with investment grade bonds, as
measured by the Bardays Capital Global
DRI GO A UN IS VSO Tl 1\ AU Correlation Table from 1/1/1997 - 10/31/2011

Barclays Capital Barclays Capital
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not, of course, ensure a proﬁt or Barclays Capital Global High Yield Index 100% 93%
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guarantee against a loss. Equity Sensitive* 88% 75%
. . . Barclays Capital US Crossover Index 87% 92%
The evolution of global high yield
g gh Yy Barclays Capital US Convertibles - Busted* 79% 87%
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b
. . . Barclays Capital ABS Index 42% 42%
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. . JPM GBI-EM Global Index** 42% 36%
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indices" have evolved from a Barclays Capital Global Agg ex. USD 27% 20%
US-only index to ones covering *Correlation from 1/1/2003 - 10/31/2011.

numerous regions since 2001." (See  **Correlation from 1/1/2002 - 10/31/2011.

Endnotes for index details,) Though Source: Loomus Sayles, as of 10/31/2011.

high yield issuance continues to be mostly US-dollar denominated, Europe and Asia have been gaining
in terms of overall market size. The Barclays Capital Global High Yield Index includes significant issuance
from such emerging areas as Turkey, Philippines, Venezuela and Indonesia. These growing markets add
to the overall high yield opportunity set and increase its diversification attributes.

It is our view that global high yield indices, while evolving, have yet to fully incorporate local pay high yield
issuance. As these markets continue to grow in size, indices will continually need to reassess their constituents.
Our belief is that global indices in general will look very different 10 years from now as issuance continues to

grow and constituents continue to change.

COMPOSITION OF THE BARCLAYS CAPITAL GLOBAL HIGH YIELD INDEX OVER TIME

1/1/1990 - 1/1/1998 - 1/1/1997 - 12/1/1998 - 12/1/2010-
12/31/1992 12/31/1996 11/30/1998 6/30/2001 7/1/2001 - 11/30/2010 10/31/2011
US Corporate US Corporate US Corporate US Corporate US Corporate US Corporate
High Yield High Yield High Yield High Yield High Yield High Yield
Emerging Market Emerging Market Emerging Market Emerging Market Eﬂ;:lgé:g
High Yield High Yield High Yield High Yield High Yield
s . s ] - ) Pan-European
CMBS: High Yield CMBS: High Yield CMBS: High Yield High Yield
Pan-European Pan-European Pan-European
High Yield High Yield EMG High Yield

Pan-European EMG High Yield
Source: Barclays Capital, as of 10/31/2011.
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CURRENCY BREAKDOWN AS OF 10/31/2001

Barclays
Capital

High Yield High Yield

Global

Merrill
Lynch
Global

JPMorgan
Global
High Yield

United States Dollar 96.04% 93.47% 100.00%
European Euro 2.67% 4.08% 0.00%
Pounds Sterling 1.28% 1.81% 0.00%
Canadian Dollar 0.00% 0.64% 0.00%
Swedish Krona 0.00% 0.00% 0.00%
Swiss Franc 0.00% 0.00% 0.00%
Total 100.00%  100.00% 100.00%

COUNTRY BREAKDOWN AS OF 10/31/2001

Barclays
Capital

Global

High Yield

Merrill

Lynch

Global
High Yield

JPMorgan
Global
High Yield

United States 59.88% 85.84% 85.16%
Turkey 1.48% 0.00% 0.20%
United Kingdom 3.28% 4.61% 3.24%
Germany 0.41% 0.67% 0.01%
Venezuela 1.94% 0.00% 0.09%
France 0.12% 0.18% 0.06%
Philippines 1.41% 0.00% 0.33%
Indonesia 0.08% 0.00% 0.33%
Italy 0.00% 0.00% 0.00%
Canada 1.42% 4.16% 2.78%
Netherlands 0.96% 1.41% 0.30%
Brazil 7.36% 0.00% 0.68%
Russia 6.23% 0.00% 0.00%
Luxembourg 0.06% 0.58% 0.00%
China 0.17% 0.00% 0.05%
Cayman lIslands 0.00% 0.11% 0.00%
Mexico 0.65% 0.00% 3.15%
Other 14.55% 2.44% 3.62%
Total 100.00% 100.00% 100.00%

Barclays Capital US High Yield Index

Market Value % HELRGE i

CURRENCY BREAKDOWN AS OF 10/31/2011

Merrill

Lynch

Global
High Yield

Barclays
Capital
Global

High Yield

JPMorgan
Global
High Yield

United States Dollar 83.07% 82.17% 100.00%
European Euro 14.66% 14.87% 0.00%
Pounds Sterling 2.12% 2.29% 0.00%
Canadian Dollar 0.00% 0.67% 0.00%
Swedish Krona 0.05% 0.00% 0.00%
Swiss Franc 0.10% 0.00% 0.00%
Total 100.00% 100.00% 100.00%

COUNTRY BREAKDOWN AS OF 10/31/2011

Merrill

Lynch

Global
High Yield

Barclays
Capital
Global

High Yield

JPMorgan
Global
High Yield

United States 57.97% 68.14% 79.59%
Turkey 3.51% 0.00% 0.19%
United Kingdom 3.39% 4.16% 1.38%
Germany 2.92% 3.12% 0.71%
Venezuela 2.88% 0.00% 0.10%
France 2.82% 3.09% 0.58%
Philippines 2.15% 0.00% 0.05%
Indonesia 2.11% 0.00% 0.57%
Italy 1.84% 2.16% 0.42%
Canada 1.71% 2.37% 2.95%
Netherlands 1.59% 1.90% 0.76%
Brazil 0.72% 1.76% 2.62%
Russia 1.30% 1.53% 1.45%
Luxembourg 1.06% 1.24% 0.24%
China 0.76% 0.97% 1.66%
Cayman lIslands 0.00% 0.05% 0.00%
Mexico 0.39% 0.89% 1.41%
Other 12.88% 8.61% 5.34%
Total 100.00% 100.00% 100.00%

Barclays Capital Global High Yield Index

Market Value % Market Value

(000) USD (000) USD
Industrial 80.04% 744,792,532 67.32% 963,536,745
Utility 9.02% 83,927,273 6.18% 88,439,820
Financial Institutions 10.94% 101,827,531 10.25% 146,686,437
Govt - Related 0.00% 0 16.25% 232,651,726
Total 100.00% 930,547,336 100.00% 1,431,314,728

Sources: Barclays Capital, JP Morgan, Bank of America/ Merrill Lynch; as of 10/31/2011.
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GAUGING DEFAULT RISK
The trailing
12-month default
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after hitting a post- Source: Moody’s Investor Services, as of 10/31/2011.

crisis month-end low

of 6.92% in April 2011. Given the strong high yield refinancing activity over the past 24 months, in addition
to the fundamentally sound credit profile of many high yield corporations, our expectations are for default
rates to remain low over the next 12-18 months. However, market conditions cannot predict future results.

SEIZING AN OPPORTUNITY
Loomis Sayles’ reputation as an experienced fixed income investor was built on a consistent philosophy—
a fundamentally based research process encompassing security, sector and macro analysis can reveal sources of valune and
opportunity, helping to drive performance over the long term.

In response to institutional client demand, and building on our traditional full discretion philosophy and
process, we have broadened our high yield fixed income product offerings to include a global high yield
strategy measured against the Bardays Capital Global High Yield Index, a Benchmark with a significant non-
US-dollar component. It is a broadly diversified multisector strategy that can invest in a variety of fixed
income sectors, including investment grade crossover securities, emerging markets, non-US dollar pay
corporate and sovereign bonds, structured finance and convertible securities.

KEY ASPECTS OF INVESTMENT PROCESS
Bottom-Up Security Selection:
Historically, global high yield securities have demonstrated a wide return dispersion. We believe this
is largely due to a persistent mispricing of default risk at the issue level. This may be a result of factors
including investors’ short-term horizons, overreactions to news, price distortions relative to market liquidity
and a general misunderstanding of the complex drivers of defaults. Our strong commitment to fundamental
research enables us to identify potential investment opportunities across the capital structure. Additionally,
our full-cycle investment horizon is designed to position us to take advantage of market mispricings by
employing a strong process of security selection that emphasizes both value and fundamentals.

Opportunistic Allocations:

By analyzing a variety of fixed income sectors,”™ we seck to identify securities offering a return and risk
profile comparable to, or better than, those in the Barays Capital Global High Yield Index. Within certain
parameters, we invest in these “high yield substitutes.” We believe this flexibility can expand our ability to
generate excess returns while increasing the potential for further diversification.

The Default Cycle:

Historically, default losses, which tend to ebb and flow over a cycle of approximately 5-7 years, heavily
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influence global high yield market return patterns. Our investment process places particular emphasis on
evaluating the key drivers of each cycle in order to help identify potential risks and opportunities. Shifting
a portfolio’s quality bias and/or sector exposure prior to and following a period of peak defaults can make a
significant difference in performance over a cycle.

Currency Management:

The team actively manages currency exposures relative to the Benchmark. We consider a broad range of
developed and emerging market currencies by casting a wide net and looking for values based on a variety
of fundamental factors such as relative economic growth potential, fiscal health, monetary policies and
terms of trade. Our long-term approach secks opportunities with the potential for strong risk-adjusted total
returns relative to the Benchmark over a full cycle of 3-5 years. In our opinion, the diversification features
and excess return potential from currency exposures can outweigh any contribution to tracking error,
especially when the investments are made within an appropriate risk management process.

CONCLUSION
Many high yield investors have been taking an increasingly global view when seeking to benefit from
the sector’s potential income, value and diversification attributes. We see a market that is evolving and
expanding in order to meet issuer and investor needs, and one with significant long-term opportunity.
Loomis Sayles has experience in global high yield investing and intends to continue pursuing the asset class
through its new Global High Yield strategy.

To judiciously take advantage of the potential benefits of global high yield while seeking to avoid the
associated risks, institutional investors need an asset manager with the experience and depth of research
resources to unearth and exploit mispriced global issues. Loomis Sayles utilizes a well-established,
disciplined investment process that institutional investors in the high yield markets should consider.
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ENDNOTES
‘Loomis Sayles, as of October 31, 2011

“Source: Barclays Capital
“Sonrce: JP Morgan

" According to JP Morgan, the average emerging markets debt ratio was 34% of GDP at the end of June 2011 while the average fiscal
deficit for the group was only 2% of GDP. A Reversal of Fortunes: EM'’s New Standing as an Asset Class, P Morgan, 9/19/11.

"The Loomis Sayles Global High Yield strategy is managed against the Barclays Capital Global High Yield Index. While in

our opinion there is no mainstream global high yield index: that accurately reflects the rapidly developing global high yield arena, we
believe the Barclays Capital Index is an adequate starting point to frame onr risk/return expectations. The Index’s combination of
corporate, sovereign, US-dollar-denominated issues as well as non-US denominated debt gives a better representation compared to
other global high yield benchmarks.

"Barclays Capital Global High Yield Index, all data as of 10/31/2011:

Average YTM (%) 8.62
Average Maturity (yrs) 7.18
Average Duration (yrs) 4.53
Average coupon (%) 7.93
Average Price (USD) 96.09
Average Quality B1/B2
Govt/Agency -
Baa & Higher

Ba 46.61%
B 40.13%
Caa & Lower 13.04%
Other/Not Rated 0.22%

Cash/equivalents

Country Summary

United States 57.97
Turkey 3.51
United Kingdom 3.39
Germany 2.92
Venezuela 2.88
France 2.82
Philippines 2.15
Indonesia 2.11
Italy 1.84
European Euro 14.66%
Pounds Sterling 2.12%
Swedish Krona 0.05%
Swiss Franc 0.10%
United States Dollar 83.07%

CALENDAR YEAR RETURNS AS OF 10/31/2011
24.26 B Barclays Global High Yield Index

8.23 8.45 1045

N
I = |

-7.83

Oct 2011 3QM1 1 Year 3 Year 5 Year 7 Year 10 Year

Returns for multi-year periods are annnalized — Past performance is no guarantee of future results.
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TRAILING YEAR RETURNS AS OF 10/31/2011
59.40 B Barclays Global High Yield Index

32.42

14.82 13.69 13.17

4.38 . 3.16 3.59 4.14 2.26
|_- — - I — I - I -_l___|

-26.88
YTD 2010 2009 2008 2007 2006 2005 2004 2003 2002 2001

Past performance is no guarantee of future results.

" Source: Moody's Investors Services.

""To the index universe, we add sectors that fall under two categories: high yield substitutes and opportunistic sectors. This
represents current team views; other industry analysts and investment personnel may have different views.

Global High Yield Substitutes Opportunistic
Crossover Bonds EM Local Currency Debt
Busted Convertible Securities Equity Sensitive Convertible Securities
Dev.World Non-USD Denominated HY (ex-Index) Preferred Stock
Bank Loans Common Equity
Securitized Finance (i.e. ABS) Municipal Bonds

Source: Loomis Sayles

ADDITIONAL NOTES:

Al indexes are unmanaged and do not incur fees. You cannot invest directly in an index.

Diversification does not ensure a profit or guarantee against a loss.

This report is provided for informational purposes only and should not be construed as investment advice. Any opinions or forecasts contained
herein reflect the subjective judgments and assumptions of the anthors only and do not necessarily reflect the views of Loomis, Sayles &
Company, L..P., or any portfolio manager. Investment recommendations may be inconsistent with these opinions. There can be no assurance
that developments will transpire as forecasted and actual results will be different. Data and analysis does not represent the actual or expected

future performance of any investment product. We believe the information, including that obtained from outside sources, to be correct, but we cannot
guarantee its accuracy. The information is subject to change at any time withont notice.

PRINCIPAL RISKS:

Non-US Securities Risk — the risk that the value of non-US investments will fall as a result of political, social, economic or currency factors
or other issues relating to non-US investing generally. Among other things, nationalization, expropriation or confiscatory taxation, currency
blockage, political changes or diplomatic developments can negatively impact the value of investments. Non-US securities markets may be
relatively small or underdeveloped, and non-US companies may not be subject to the same degree of regulation or reporting requirements as
comparable US' companies. This risk is heightened for underdeveloped or emerging markets, which may be more likely to experience political or
economic stability than larger, more established countries. Settlement issues may occur.

* Currency Risk — the risk that the value of investments will fall as a result of changes in exchange rates, particularly for global portfolios.

* Credit Risk — the risk that the issuer or borrower will fail to make timely payments of interest and/or principal. This risk is heightened for
lower rated or higher yielding fixed income securities and lower rated borrowers.

* Interest Rate Risk - Mutual funds that invest in bonds can lose their valne as interest rates rise and bond prices usnally fall; investor can

lose principal.

For Institutional Client Use Only. Not for distribution to a retail audience.
Loomis, Sayles & Company, 1..P., One Financial Center, Boston, M.A 02111 MALR008543  LEGREV(022412
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Contact

Apostle Asset Management Limited
Level 11, 23-25 O’Connell Street
Sydney NSW 2000

Australia

WWW.apostIeam.com.au

This document is issued by Apostle Asset Management Limited (“Apostle”) (ABN 60 088 786 289) (AFSL No. 246830)
and may contain information provided directly by third parties. To the maximum extent permitted by law, Apostle
excludes liability for material provided by third parties. This document is strictly confidential and is intended solely for
the use of the person to whom it has been delivered. It may not be reproduced, distributed or published, in whole or in
part, without the prior approval of Apostle.

Loomis Sayles & Co. L.P. is exempt from the requirement to hold an AFSL under the Corporations Act 2001 (Cth) in
respect of financial services. Loomis Sayles & Co. L.P. is regulated by the SEC under US laws, which differ from
Australian laws.

This material is for information purposes only. It is not an offer or a recommendation to purchase or sell any security
and is not intended to substitute for an investment’'s disclosure document. Investments involve risk and prior to
considering an investment you must obtain a disclosure document from Apostle which will outline the risks involved
and other relevant information. In considering investments generally, you should note that past investment
performance is not a reliable indicator of future investment performance.





