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Strong High Yield Fund Inflows in 2009

Source: Lipper/AMG, BofA Merrill Lynch Global Research
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Recent Credit Surveys: Institutional Investor Concerns and Portfolio Positioning

Source: BofA Merrill Lynch Global Research
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Fund Flows By Asset Class in 2010 YTD

As of 6/9/2010
Source: Lipper/AMG, BofA Merrill Lynch Global Research
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KDP Universe High Yield Bond Price 1/31/89 – 6/11/10

95.41 as of 6/11

Source: KDP



KDP

6

KDP High Yield Daily Yield Index 8/17/90 – 6/11/10

Percent (%)
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Yield Spreads To 10-Year Treasury 1/31/93 – 6/11/10

KDP Universe

KDP High Yield 
Index

6/11/2010

KDP Universe       KDP HY Index
Avg. bp spread Avg. bp spread

1992 - 372 1992 - 400
1993 - 343 1993 - 344
1994 - 299 1994 - 330
1995 - 318 1995 - 368
1996 - 299 1996 - 338
1997 - 270 1997 - 299
1998 - 388 1998 - 404
1999 - 416 1999 - 432
2000 - 544 2000 - 530
2001 - 642 2001 - 604
2002 - 641 2002 - 658
2003 - 459 2003 - 486
2004 - 295 2004 - 286
2005 - 344 2005 - 306
2006 - 325 2006 - 291
2007 - 348 2007 - 325
2008 - 836 2008 - 796
2009 - 774 2009 - 729
2010 - 515 2010 - 483

585 bps as of 6/11

Source: KDP
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Distressed Ratios

As of 5/31/2010
Source: BofA Merrill Lynch Global Research
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Loan Price History

Source: Credit Suisse
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Leveraged Loan Market Size & New Issuance

6/10/2010
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High Yield Market Size and New Issue Volume

(a) Market size as of  mid-year.

New Issue Volume as of 6/11/2010

Source:  Edward I. Altman, Salomon Center, NYU Stern School of Business; Citigroup Global Markets; KDP Investment Advisors, Inc.
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Near term maturities have been 
reduced materially, particularly in the 
loan market

Peak years of 2014-2015 have been 
relatively unchanged

Leveraged Credit Maturity Schedules Have Been Opportunistically Extended Since 2008

Source: JP Morgan, Markit
Note: Change is measured between December 31, 2008 and March 2010
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Significant Maturities Loom Despite Recent Financing Boom

Source: Bloomberg, CIRA
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KDP Default Risk Changes Net Change 1990 through May 2010

5/31/2010
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High Yield & Loan Defaults Surge in 2009

5/31/2010 

184.0
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7.3
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Source: JP Morgan; S&P/LCD

Note: Includes grace period defaults
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Moody’s Historical High Yield Default Rate 1971 – May 2010

Note:  Defaults based on developed and emerging markets rated universe.

Source:Moody’s Investor Service

2.4% Forecast 2010
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Yield Spread To 10-Year Treasury By Quality Sector

Cash Pay Bonds 

6/11/2010

High Quality 1+/1+ to  1/3   
Above Average 1/4    to  2/4
Average Quality 2/5    to  3/5
Below Average 3/6    to  4/6
Speculative 5/6    to  7/7
Default Default

KDP Default Risk Ranking 
Quality Segments
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Hi gh Y i el d <80 Hi gh Y i el d >=80

Recent Performance
Price <80 Price >80

2005 -14.51% 2.96%

2006 47.49% 10.59% 

2007 -11.03% 3.17%

2008 -51.86% -17.44%

2009 154.25% 32.72%

2010 (YTD  6/10/10) 7.17% 2.40%

Risk / Return Analysis
Price <80               Price >=80

Std. Dev (Ann.)       20.71% 6.69%

% Profitable Months     59% 76%

ROR (Ann.)

8.79%

ROR (Ann.)

6.27%

Strategic v. Tactical Allocations

Cumulative Total Returns of HY Bonds with Price Greater Than and Less Than 80
1986 – June 10, 2010

Source: KDP, Credit Suisse
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Past Historical Returns of High Yield vs. Equities During Downturns

54%
59%

2.93%

-2.11%

20
10

As of 6/11/10
Source: JP Morgan
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Source: JP Morgan
Note: As of 5/29/2010

10-Year Rolling Annualized Returns of High Yield vs. Equities
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Note: As of 5/29/2010
Source: JP Morgan

10-Year Rolling Risk-Return of High Yield vs. Equities
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High Yield Correlation to Treasuries Depends on Level of Spreads

Source: BofA Merrill Lynch Global Research


