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® Sharp rises in US treasury yields across the curve unwound some of the recent
strong performance of Asian fixed income markets. The longer duration characteristics
particularity in the investment grade segment caused underperformance versus

The corresponding yield for comparable Australian bonds as measured by the UBS
Composite Bond Index remained around 3.4% in AUD terms.

® The RBA cut official cash rates to 2.75% in May, leaving the door open for additional

Australian comparables. Credit spreads contracted modestly across Asian |G and
HY sectors month on month, but remained well off their intra month tights, investor
caution and high dealer inventories cited as key drivers of late May credit market
underperformance . Fully A$ Hedged returns for Asian Investment grade issuers gave
up April's gains, ending the month lower by -1.18%.The High Yield segment performed
better; yet still fell by -0.55% in A$ hedged terms, shorter duration and greater spread
compression earlier in the month helping offset greater potential losses.

easing later in the year. Despite the large movement in AUD/USD spot rate during
May, forward FX differentials narrowed only marginally as a proportion of the AUD
spot rate, the current |yr forward points at -225 or 2.4% below the month end AUD
spot rate of $0.9574.

® Large moves in currencies require investors to facilitate portfolio realignment between
underlying investments and currency hedging overlays. Given that Asian credit has
experienced heavy inflows over recent years, it is now feasible that some capital
repatriation and rebalance related selling could occur, which could exacerbate losses
within Asian credit markets as the USD strengthens.

Asian Credit Investment Returns Annualised Returns

® Inthe Asian investment grade segment, yields levels in USD terms ended May at around
3.9% across the basket of Asian sovereigns, quasi-sovereigns and corporate securities.
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This publication has been prepared by the Chimaera Index Advisors. It is general information only and is not intended to provide you with financial advice or take into account your objectives, financial situation or
needs. To the extent permitted by law, no liability is accepted for any loss or damage as a result of any reliance on this information. Further information can be obtained by visiting www.chimaeraindexseries.com.
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