\ >
,0

BNY MELLON
ASSET MANAGEMENT

TTRIT 4T Y —

BERBEEFZITREIOFITIE Y B E L CXx F Lz, e
fEREORRIE 72 R BIE 2 52 1, [EREEFRIC L > TOHRA 4 -
RREERBEIIA O N T2 RIS ZE A U E Lie, JoiE D £ i
EOBRFZILREELHTED ANTZEEIC L > TEEZEDS £
TRER, eEEO Y 7Y AL TV 27 70— ThY., HEEO
BEHIE TV 27 08@0 ) VI EkoESITiz L E Lz, RO
ERTHIZE T 5 29 LI EHRROWERE, P IBRIT, RRS
th, AESEE R COEBEREFRICE > T, BELAEKEELET,
FATEINEFHT D Y 7 ) AERBICHERE T UL, BEFIIRL S
FHOBEEERATZEO) A7 ITHEICSSIND Z L1270 £,
ERIFEIZ, BIZIEEE & XD v 2R THond Lo, JoE s
B ELE DR RECM B D@V B> TWAH T2, LIETD
FEMEI LS el E & FBLE OEPE Y T ADOM OS] & 1XEBERIC 22
Dooh ET, 29 LieHi/eBlzit, £ 0GE, EEoxv
Fv— 7 RPEE IS I E N T ER A,

AR T 4y V2 TR, BABESRIZIEDS 7 v — N UERICBRE
T4 ETIEANNCAIER T o —F 2 A L TCWET, BBt E
. N . BT —AEI A= LA R - Fx ELLEHAL, RO~ 1
Ju— A VEETRICEIT SRR gpmsosbs L RmLE, T_ToM%t s ¥ — 28R 5
i U 7o S5 il O A 5 GDPINE AR OS2 - TR LE L, ZR—2 LA
2« UL RGDPIE#IT. #HA5 & BrELE 0O FLEECE 234,
T RTCOSEHEEF L O ELE O 52 GDP CIMEEY LT
~—2 Lo TWET, GDPIIE FEAEEI IS SR TR E Pt
I A_NBRERDBEWEOLLENE L 25720, HHRORBERED
EHEAE L) ERICKMT 5 2 LA TEET, T OFEEE YA
RT7T7Ta—FTHY, TNENOREEHIISCTHIARAF <A AT
D LNAEHETT, 7 a— s UERRE O 7R T~ — 7 (T

~ATIVAT 7 v— CFA, R EKEOSEAEE LB Y A7 RS Y H— L R ERTX S
FRM REMERN BV 4, &I, ZOEENZ= A=, 775 4 &
TE YIS & O R B4R 2 ~ & Ho~F3Px—Icxt L, W@y % — 2 28145 L0 K& gt
T T AT SERMELET, UTFTIE, AZ T4 vy aid a—r sk

LOB-#HXE PO L)z iky., £2T7 07 7 Al OME N
NI ENE R Z DA N ER KL T D720, 7774772
BET7 7u—F & EIEHLTHENCHOWTHBLTWnE £,

AR T 4y alt, BRIV T AERSICE L TlE, SSRGS
TEFENT 7 —F 2 RHREXTHDH E VI FEHEEFF>TVE
T, WAL o T, R=F EEGT LD T a— N UEKTIE
—oOLa<, THIEEFEETYE (EM) &GEETE (DM) O
FEMEELZLOTYT, Y7 U UMETS BT VT 7 ZiBk

STANDISH gL, JEE T L FRETL S b b A D a— L
BETHBENOLNY 2 —%2BET 5N E2EO o~ XY v —2Rald
XThHD EWMITEZET,

May 2012 BNY Mellon Asset Management



As the line between emerging
and developed markets becomes
increasingly blurred, we think
combining sovereign debt markets
significantly increases risk

diversification.

bnymellonassetmanagement.com
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1 The term ASTERISCS was coined by our head of emerging market debt investing, Alexander Kozhemiakin.
See his analysis in “Emerging Markets as ASTERISCS,” BNY Mellon Asset Management, October 2011.
ASTERISCS is a service mark of Standish Mellon Asset Management Company, LLC.
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We believe developed markets
continue to have an important,
though no longer exclusive,
place in a global investor's

fixed income portfolio.
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Exhibit 1 - Income Convergence, Percentage Share of World GDP
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Source: International Monetary Fund, World Economic Outlook Database, April 2012. *Forecasted.
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Exhibit 2 - Developed Markets Offer More Stable Governance

Worldwide Governance Indicators GDP Weighted
Scale Range: -2.5 (weak) to 2.5 (strong) Governance
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Source: Standish, The World Bank Group as of December 2011,
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Exhibit 3 - Developed Markets Have Superior Liquidity

Average Daily Volume of Government Bond Markets
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Source: Standish, SIFMA, JSDA, Deutsche-Finanzagentur, DMO, EMTA, December 2011

bnymellonassetmanagement.com RECONSTRUCTING BOND INVESTING TO ALIGN WITH NEW GLOBAL DEBT 4



Relative income declines and
the sharp growth in leverage
have made developed markets

increasingly risky investments,

with heightened credit rating risk.
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Exhibit 4 - Fiscal Divergence

Debt as Percentage of GDP
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Source: International Monetary Fund, World Economic Outlook Database, April 2012. *Forecasted.
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Exhibit 5 - Emerging Markets Upgrades

S&P Ratings Actions since 2007
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Source: Standish, Standard & Poor's December 2011.
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On average, EM policy rates
have more than a 600-basis
point margin compared with
those in developed countries,
allowing for a significant
magnitude of easing in order
to stimulate GDP should

growth wane.
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Exhibit 6 - EM Central Banks Have Greater Rate Flexibility Than DM Counterparts

Central Bank Policy Rates (GDP Weighted)
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Source: Standish, International Monetary Fund, December 2071

Exhibit 7 - External Financing Easier for EM

Emerging Markets External Debt as Percent of GDP, 1990-2013
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Source: International Monetary Fund, World Economic Outlook Database, April 2012. *Forecast
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In periods of rising growth
and/or inflation, we would
expect to see positive returns
from EM currency (EM FX),
and EM credit spreads.
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Exhibit 8 - Scenario Square
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Emerging countries typically
benefit from an environment
where investors are comfortable
taking greater risk with the
expectation of higher return;
developed country currencies,
as represented below by Japan
and United States, rally in a
flight to quality, or “risk-off"

environments.
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Exhibit 9 - EM FX Moves with Commodities

Emerging Markets Currency vs. Commodities
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Source: Standish, JPMorgan, Thomson Reuters, Bloomberg, as of 12/31/2011.
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Exhibit 10 - Risk On and Risk Off

3 Year Rolling Correlation of Currency and Domestic Stock Market Returns
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Source: Standish, MSCI, Bloomberg as of 12/31/11. As measured by the Bovespa Index in Brazil, the RTS Index in Russia, The Niikei Index
in Japan, and the S&P 500 Index in the U.S.
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We believe that combining
the universe of EM and DM
debt opportunities allows
investors to construct more
efficient benchmarks as well
as maximizing the potential

for alpha generation.
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Exhibit 11 - Alpha Opportunities in Local EM
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Exhibit 12 - Alpha Opportunities in Global Bonds

Excess Return Dispersion vs. Global X-Vol
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RECONSTRUCTING BOND INVESTING TO ALIGN WITH NEW GLOBAL DEBT 10



To mitigate the potential

for alpha dilution and/or

exaggerated return streames,
the most efficient benchmark
for a fixed income mandate
should include the broad

opportunity set; in a sovereign
debt portfolio, this includes

both DM and EM.
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Exhibit 13 - Alpha Opportunities Move Together

Alpha Opportunities of Local EM and Global Aggregate

Barclays Local EM X-Vol Barclays Global Agg X-Vol
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QNDV XY —ICL DT ) LI RFROFEIX, AW BELA Y Y
H— iR AR L ET, WRTHT LT 7 OEENE, v Rr Vv —
DRIRITRENTZFIEDO LV (T 7T 47« VA7 OHK) IChAS
NWET, 7T 7 OFHEACE - ITMmR 7 ) 2 — AEEN I AT 5 AT Ret:
EMA A0, BREEICET ARLIENRFv—21F, RBIAN
BEREZIRD ANl W) Z 2t Ed, LoT, Y7V U1
DOFR— h 7+ VA2, SelEE & BrEEOBERN T ZHAEAND Z &R
VBT,

RECONSTRUCTING BOND INVESTING TO ALIGN WITH NEW GLOBAL DEBT l



bnymellonassetmanagement.com

B bR R F e — 7 DEE

R F2—7 DB 72T = —T ¢ > 7 FEIE, RIS < Hik
T3, LL, ZHUTREDOY A7 EFEZHS EWIHIFFHEDORERY A
IRBHYET, OFV . HAFITERORITEN LA LI-GE ., HERIC
Lo TRy VT REERSDENT 52 L2 ET, Ny T RERE
Bloyoy TREY) 72 L-yL ) (ICE TET IR, HEFRIZL L %A, R
BRELTH Y A7 IZT 2K EOEAN 2 HE @D Z L7, FF
TEDRITIR~DEF ZALEOKELL FIZMA L & LET,
RN B R BE BBV T, H D FITIRO LR RIS & < 72 o
TR 72D — D8, NR—=T LA X« Ta—rb« hL Py U —fEH
BT DHHARDETY, 19984FELIE, Z7u— 30 MUy U —fF
BB 2Rl gEIc S < BARDHRIL, 11.5%5 5201 14ERICIT
334%FE T LR LE LA, FUHMIC, HROGDPIZHT 5D HAD R
IZ33% I T LE Lz, TORE, ARIINAN—T LA X Ta—r3L - |
LYY U—HBBICBIT AR T77T 4 V7T 4 D38%% HHOTWET,

Exhibit 14 - Benchmark and Fundamentals Diverge

Japan
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Source: Standish, Barclays as of 12/31/11. Percentages represent year-end data points and are not representative of fluctuations within that year.

Exhibit 15 - Country Contribution to the Volatility of the Barclays Global Treasury Index

As of 03/31/12
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Source: Standish, Barclays as of 3/31/12.
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In lieu of a capitalization-weighted
benchmark, we think a GDP-

weighted index like the Barclays
GDP-Weighted Treasury Universal
Index offers a more efficient world

treasury benchmark.
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Exhibit 16 - Country Contribution to the Volatility of the Barclays GDP
Weighted Treasury Universal Index

As of 03/31/12
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Source: Standish, Barclays as of 3/31/12.

2 Calculations are from Standish based on Barclays data as of March 31, 2012,
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While we have focused on
sovereign debt, we think fixed
income investors today should
take a holistic view of global
bond investing across the

entire capital structure.
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Exhibit 17 - Country Contribution to the Volatility of the Barclays Global
Aggregate Index

As of 03/31/12
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Source: Standish, Barclays as of 3/31/12.

3 Calculations are from Standish based on Barclays data as of March 31, 2012,
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We believe this greater
representation of EM
components better reflects
the macro realities of our
rebalancing global economy
and provides greater alpha
opportunities for global

bond investors.
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Exhibit 18 - Country Contribution to the Volatility of the Barclays World GDP Index
As of 03/31/12
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Exhibit 19 - EM Allocations in the Barclays Benchmarks

Comparing Benchmark Allocations by Region, as of 3/31/12
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Source: Standish, Barclays as of 3/31/12.
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As stronger growth potential and
healthier credit profiles shift to the
emerging world, investors should
likewise shift their opportunity sets
to embrace the new realities of a

rebalancing world economy.
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Index Definitions

Barclays Global Treasury Index captures all developed market domestic sovereign issues
that are denominated in local currency. All issues are fixed rate, nonconvertible debt with at
least one year remaining to maturity. The minimum outstanding amounts vary by country.
The amounts for each market equate to $500 mm in the Euro Zone, JPY 1 Trillion for
Japanese yen, and roughly $500mm for all other issuers.

Barclays GDP Weighted Global Treasury Universal Index combines The Barclays Global
Treasury Index and the Barclays local Emerging Markets sovereign debt index. Each
country is placed into one of ten regions. Each region is assigned a weighting based on
its relative share of GDP. Countries within those regions are then weighted base on their
share of debt outstanding.

Barclays Global Aggregate Index provides a broad-based measure of the global investment-
grade fixed income markets. The three major components of this index are the U.S.
Aggregate, the Pan-European Aggregate, and the Asian-Pacific Aggregate Indices. The
index also includes Eurodollar and Euro-Yen corporate bonds, Canadian government,
agency and corporate securities, and USD investment grade 144A securities.

Barclays World GDP Weighted Index: has the same underlying bonds and inclusion
rules as its market value weighted counterpart, which is a blend of flagship Global
Aggregate, Global EM and EM Local Currency Government indices. This multicurrency
global benchmark offers expanded spread sector security coverage, including bonds from
the treasury, government-related, corporate, and securitized sectors. The index contains
more than 14,200 securities with a market value greater than $42trn, including 32 different
local currency debt markets and 94 different countries of risk as of April 30, 2012.

The GDP Weighted Index weighs index-eligible country blocs by the size of their economies,
rather than the total amount of outstanding debt and borrowing. Only GDP of countries

with meaningful representation (>0.25% by market value or local currency eligibility) in the
overall index will contribute to a country bloc’s fixed GDP weight. After GDP weights are
applied at a country bloc level, all index-eligible securities within each bloc are market value
weighted in order to best reflect the investment choice set available to investors in that bloc.

Specific details on GDP weighted index rules and construction methods can be found in
Barclays Capital GDP Weighted Bond Indices, November 2009

Global eVestment Universe: Global Fixed Income products that invest in bonds anywhere
in the world but never employ any type of currency hedging in the portfolio. The expected
benchmarks for this universe would include the Barclays Capital Global Aggregate
Un-Hedged or the Citigroup WGBI Un-Hedged. Managers in this category will typically
indicated a “Hedging Strategy” equal to Un-Hedged.

Local EM eVestment Universe: Fixed Income products that invest primarily in emerging
market bonds that are issued in the sovereign currency.

The JP Morgan Government Bond Index-Emerging Markets (GBI-EM) indices are
comprehensive emerging market debt benchmarks that track local currency bonds issued
by Emerging Market governments. The index was launched in June 2005 and is the first
comprehensive global local Emerging Markets index. As Emerging Market governments
look increasingly toward their domestic market for sources of finance, investors are looking
more closely at local markets in search for higher yield and greater diversification.

Thomson Reuters/Jefferies CRB Index is comprised of 19 commodities and calculates
the excess return using an arithmetic average of commodity futures prices with
monthly rebalancing.
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JP Morgan EM Currency Index (GDP-weighted): Standish used the country level returns for
the 23 countries in the JPM Emerging Markets Index Plus (ELMI+) Index. The index tracks
the total return for local currency denominated money market instruments in emerging

markets. In countries with established money markets the index will use forward foreign

exchange contracts to calculate total return.

S&P 500 Index is an index of 500 stocks chosen for market size, liquidity and industry
grouping, among other factors. The S&P 500 is designed to be a leading indicator of US
equities and is meant to reflect the risk/return characteristics of the large cap universe.

The Bovespa Index tracks around 50 Brazilian stocks traded on the Sao Paulo Stock,
Mercantile and Futures Exchange.

The Japanese Nikkei Index is an index of 225 leading stocks traded on the Tokyo
Stock Exchange.

The RTS Index (RTSI) is an index of 50 Russian stocks that trade on the RTS Stock
Exchange in Moscow.
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BNY Mellon Asset Management is one of the world's leading asset management organizations, encompassing
BNY Mellon's affiliated investment management firms and global distribution companies. BNY Mellonis the corporate
brand of The Bank of New York Mellon Corporation. * The statements and opinions expressed in this document are
those of the authors as of the date of the article, are subject to change as economic and market conditions dictate,
and do not necessarily represent the views of BNY Mellon, BNY Mellon Asset Management International or any
of their respective affiliates. This document is of general nature, does not constitute legal, tax, accounting or other
professional counsel or investment advice, is not predictive of future performance, and should not be construed as an
offer to sell or a solicitation to buy any security or make an offer where otherwise unlawful. The information has been
provided without taking into account the investment objective, financial situation or needs of any particular person.
BNY Mellon Asset Management International Limited and its affiliates are not responsible for any subsequent
investment advice given based on the information supplied.

Past performance is not a guide to future performance. The value of investments and the income from them is not
guaranteed and can fall as well as rise due to stock market and currency movements. When you sell your investment
you may get back less than you originally invested. * While the information in this document is not intended to
be investment advice, it may be deemed a financial promotion in non-U.S. jurisdictions. Accordingly, where this
document is used or distributed in any non-U.S. jurisdiction, the information provided is for use by professional and
wholesale investors only and not for onward distribution to, or to be relied upon by, retail investors. * Products or
services described in this document are provided by BNY Mellon, its subsidiaries, affiliates or related companies and
may be provided in various countries by one or more of these companies where authorized and regulated as required
within each jurisdiction. This document is not intended for distribution to, or use by, any person or entity in any
jurisdiction or country in which such distribution or use would be contrary to local law or regulation. This document
may not be distributed or used for the purpose of offers or solicitations in any jurisdiction or in any circumstances
in which such offers or solicitations are unlawful or not authorized, or where there would be, by virtue of such
distribution, new or additional registration requirements. Persons into whose possession this document comes are
required to inform themselves about and to observe any restrictions that apply to the distribution of this document
in their jurisdiction. The investment products and services mentioned here are not insured by the FDIC (or any
other state or federal agency), are not deposits of or guaranteed by any bank, and may lose value. * This document
should not be published in hard copy, electronic form, via the web or in any other medium accessible to the public,
unless authorized by BNY Mellon Asset Management International Limited.

In Australia, this document is issued by BNY Mellon Asset Management Australia Limited (ABN 56 102 482 815, AFS
LicenseNo.227865) locatedat Level 6, 7 Macquarie Place, Sydney, NSW 2000. Authorized and regulated by the Australian
Securities & Investments Commission. « In Brazil, this document is issued by BNY Mellon Servicos Financeiros DTVM
S.A., Av. Presidente Wilson, 231, 11th floor, Rio de Janeiro, RJ, Brazil, CEP 20030-905. BNY Mellon Servicos Financeiros
DTVM S.A.is a Financial Institution, duly authorized by the Brazilian Central Bank to provide securities distribution and
by the Brazilian Securities and Exchange Commission (CVM) to provide securities portfolio managing services under
Declaratory Act No. 4.620, issued on December 19,1997, * Investment vehicles may be offered and sold in Canada through
BNY Mellon Asset Management Canada Ltd., a Portfolio Manager, Exempt Market Dealer and Investment Fund Manager.
* In Dubai, United Arab Emirates, this document is issued by the Dubai branch of The Bank of New York Mellon, which
is regulated by the Dubai Financial Services Authority. * In Germany, this document is issued by WestLB Mellon Asset
Management Kapitalanlagegesellschaft mbH, which is regulated by the Bundesanstalt fir Finanzdienstleistungsaufsicht.
WestLB Mellon Asset Management Holdings Limited is a 50:50 joint venture between BNY Mellon and WestLB AG.
WestLB Mellon Asset Management Kapitalanlagegesellschaft mbH is a wholly owned subsidiary of this joint venture.
* If this document is used or distributed in Hong Kong, it is issued by BNY Mellon Asset Management Hong Kong
Limited, whose business address is Level 14, Three Pacific Place, T Queen’s Road East, Hong Kong. BNY Mellon Asset
Management Hong Kong Limited is regulated by the Hong Kong Securities and Futures Commission and its registered
office is at 6th floor, Alexandra House, 18 Chater Road, Central, Hong Kong. * In Japan, this document is issued by BNY
Mellon Asset Management Japan Limited, Marunouchi Trust Tower Main Building, 1-8-3 Marunouchi Chiyoda-ku, Tokyo
100-0005, Japan. BNY Mellon Asset Management Japan Limited is a Financial Instruments Business Operator with
license no 406 (Kinsho) at the Commissioner of Kanto Local Finance Bureau and is a Member of the Investment Trusts
Association, Japan and Japan Securities Investment Advisers Association. * In Korea, this document is issued by BNY
Mellon AM Korea Limited for presentation to professional investors. BNY Mellon AM Korea Limited, 29F One IFC,
10 Gukegeumyung-ro, Yeongdeungpo-gu, Seoul, 150-945, Korea. Regulated by the Financial Supervisory Service.
* In Singapore, this document is issued by The Bank of New York Mellon, Singapore Branch for presentation to
professional investors. The Bank of New York Mellon, Singapore Branch, One Temasek Avenue, #02-01 Millenia
Tower, Singapore 039192. Regulated by the Monetary Authority of Singapore. In Singapore, this document is to be
distributed to Institutional Investors (as defined in the Securities and Futures Act, Chapter 289 of Singapore)
only. = This document is issued in the UK and in mainland Europe (excluding Germany), by BNY Mellon Asset
Management International Limited, 160 Queen Victoria Street, London EC4V 4LA. Registered in England No. 1118580.
Authorized and regulated by the Financial Services Authority. * This document is issued in the United States by BNY
Mellon Asset Management.

BNY Mellon holds over 90% of the parent holding company of The Alcentra Group. The Group refers to these
affiliated companies: Alcentra, Ltd and Alcentra NY, LLC. = BNY Mellon ARX is the brand used to describe
the Brazilian investment capabilities of BNY Mellon ARX Investimentos Ltda. = BNY Mellon Western FMC,
Insight Investment and WestLB Mellon Asset Management do not offer services in the U.S. This presentation
does not constitute an offer to sell, or a solicitation of an offer to purchase, any of the firms' services or
funds to any U.S. investor, or where otherwise unlawful. = BNY Mellon holds 90% of The Boston Company
Asset Management, LLC and the remainder is owned by employees of the firm. « BNY Mellon holds a 20%
interest in Siguler Guff & Company, LP and certain related entities (including Siguler Guff Advisers LLC).
* BNY Mellon Cash Investment Strategies is a division of The Dreyfus Corporation. * BNY Mellon Western Fund
Management Company Limited is a joint venture between BNY Mellon (49%) and China based Western Securities
Company Ltd. (51%). The firm does not offer services outside of the People’s Republic of China. * BNY Mellon owns
a 19.9% minority interest in The Hamon Investment Group Pte Limited, the parent company of Blackfriars Asset
Management Limited (“Blackfriars”), Hamon Asset Management Limited and Hamon Asian Advisors Limited
("HAAL"). Only Blackfriars and HAAL offer investment services in the U.S. = The Newton Group refers to the
following group of companies: Newton Investment Management Limited, Newton Capital Management Limited,
Newton International Investment Management Limited, Newton Capital Management LLC, and Newton Fund
Managers (CI) Limited. Except for Newton Capital Management LLC and Newton Capital Management Limited,
none of the other Newton companies offers services in the U.S. * BNY Mellon Asset Management International
Limited and any other BNY Mellon entity mentioned above are all ultimately owned by BNY Mellon.
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