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bZ TERASH - ARBIEATH QIR T AL AR LT MBSRol I ER 5 > 12
B A T35 %1% E AT B & A* Specified Pool #2 TBA &% & £ % MBS
Roll #% BB @ Kta L& £48 £ T Specified Pool #45% 3] 71 -

B 7 Fed £77 37 F # 4f K & 8 N MBS TBA ff 3 - 4£4F MBS Roll 42 7 1
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cHHREABFTTURERS A RERFT MBS TR T EREEAGLIA
BER 25— FEFed ey X E B it MBS THE & R X B4t A aesind >
BEAEAN—EEZHEAAL  Fed Wi EFE S XD #1548 269 MBS 42

bb Fed 7 2014 £ 4~9 A&y 6 /8 A AR MBS X &l Al 2|9 B R E A
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% 3-2 Fed # 2014 # 4-9 B MBS % 8 %4 & 2 b8 -4

Delivery  Amt Delivered to WAC WALA LTV FICO AL ($K) M PR

Month  teFedSbn) ~Box  Fed Bux  Fed  Box  Fed  Box Fed Box  Fed Box  Fed

FN31%s Apr 59 405 4108 18 12 7 7 759 756 m 3c0 49 47
FN 358 May 30 40 4n 8 § 78 78 758 760 %3 W5 37 39
FM 3.5 Jun 34 426 426 [ 8 78 il 761 780 2 307 K] 79
FN 35 Jul 53 422 423 3 4 78 8 758 761 21 37 23 62
FN 315 Aug 34 419 425 F3 1 1T 8 783 6! 284 el 44 1.7
FN 3.5 Sep 80 4.23 423 3 2 78 77 762 751 289 33 4.9 25
FN ds Apr 136 456 456 17 14 Té 7 4 Mr 256 313 74 59
FiNds May a5 456 457 4 7 73 9 750 749 238 xR 78 41
FNda Jun 109 457 458 12 M 80 79 18 748 %3 m 72 52
FN s Jul 60 460 459 4 5 81 %0 M 747 %8 3 37 52
Fi ds Aug 43 452 456 5 [ 8 80 749 744 287 320 6.1 54
FH 48 Sep 87 455 435 # 1 7% 80 T 740 74 32 108 109
GD 3.5 Apt 6 404 413 12 8 18 ir 732 142 a7 204 68 39
GD 3.5 May 34 42 435 17 3 81 T 763 2% 07 62 26
GD 358 dun 18 412 42 17 3 83 9 T3 762 2% W4 62 53
6D 3.5 Jul 37 424 425 3 2 78 158 766 M 0 26 23
GD 3.5 Aug 26 414 4.2 1 0 76 7 76t 7685 274 09 0y 1.7
GD 3.5 Sep 48 48 4R 2 1 78 77765 784 %6 2 27 1.7
GDds Ape 74 463 459 ] 3 76 78 74T 749 pxil 303 16 é8
GDds May 85 457 459 27 4 78 Fi] 753 750 254 07 168 37
GDds Jun 48 457 459 7 8 78 T 1 752 %4 M3 8% 102
GDds Jut 43 4.56 468 8 " 8 78 752 0 265 s 71 a8
GO s Aug 34 45 457 5 2 n 80 148 743 %3 M1 43 33
GD 4y Sep 59 453 457 12 4 80 80 750 742 W M2 B2 45

4 & & ¢ Citi ~ Fed
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2. 4 Fannie Mae E 8 A A H @ © R TRRERAHM > % Fed Fo
HibEAZMEELRKR -

3. f£ FreddieMac B EE AT @ A Z @A) F 3.5%8 58T
HERMEZE  AFFFICO 515 ~ WALA BRERATERRRE

B2 BHALELOCANE RIS Fed s HEEAR -

b4k 2L Yield Book 4045 Fed # 2013 £ 8 s# § > GinnieMae E & &

BEAARATBERARA > BB FedHAERAZZ LA » 403.0% ~3.5%

4.0%09 B 17 e JAT B AR BN QAT HEF R -

&

3-3  Fed # 2013 £p£ % 2 Ginnie Mae £ § 5 & 42 aT 24348

£ (FF4E 8 : 1/20/2015)

R FICO CPR 1M CPR 3M CPR 6M CPR 12M
AR | (118
£ )| Market | Fed Market | Fed | Market | Fed Market | Fed Market | Fed
GN3.0% | 1.88| 711.95 | 70331 | 10.64 | 1261 1024 | 1115 10.04 ¢ 10.90 832 9.37
GN 3.5% 0.82 | 695.44 | 690.42 13.98 13.21 13.09 13.59 12.77 13.59 10.52 11.67
ON 4.0% 0.66 | 703.09 | 702.19 16.91 17.20 16.04 17.08 16.41 17.26 14.47 15.41
G22.5% | 087 72026 | 72239 | 574 6.69 6.70 7.12 6.33 6.77 5.04 5.53
G23.0% | 59.73 | 717.47 | 717.01 9.41 9.70 8.98 9.20 £.80 8.97 7.17 7.40
G235% | 28.60| 696.72 | 695.07 | 1558 16.63 13.62 14.41 11.90 12.40 9.23 9.48
G24.0% | 1398 | 69293 | 694.43 | 2539 25.42 22.49 23.08 20.00 20.43 15.12 15.84
G24.5% | 282| 678.88 | 673.43 | 23.59 | 2474 | 2259 | 2427 | 2122 | 2379 | 1779 | 2110
%ok R B ¢ Yield Book
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W ~ QF ¥4F % W 35354235 #(benchmark index) & ¥ ¥
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BADANE > ©EHAIEF D B Agency Debt > RubiE AL T —HPE
MBS F it s%hip% - B —F @ BT ELLHEREREIRERK(ERESF —
BEABLRMAGHMLERRT) Mo MR MBS 99354 £ -

$% A 44 % 355 15 4% 35 3¢ Citi BIG index 5% T R4 R Fed HH 2
MBS k4 > 58 MBS & & £ B B b4 29% T iE 2 20% «

BATAa TR ERATAMERKANE ST HIERSE (LR Citi
BIG index) * {4 3EF Fed A5 F 64 0 F > /B KHE% Fed Pris A 69 MBS » fldo

5k 72,4 37 Lehman US aggregate index # Citi BIG index # € ¢ 42 Fed A 4§ 4
iR BAAARAKBITEILSA - KM g Fed 274 QE it § i& MBS
B A A BRBRREF ARFEB R ETHERIEH -

R B AT EA TR RO Fed A X MBS E R RE 2 —

DTSR E AR Fed R B A5 A 69 MBS > wRAFT R HHHNS%
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1. #7afif MBS 6y 2R % R — 2B Fed 5 & 8 2 E#HEAR > M MBS
AR BARad TERUBDHEREHNAREE REERAA
BHABERE  HEREEETHM Fed HBANEHAASGEY B A
Fed B ARENREE R MFHEREEANBEEME > AAUR
1€ 0 > MBS &6 —BH Bk Rt ez g -

2. Fed # K 54 & & Agency MBS #1352 # =452 — : 2008 4 2 AT » Fed
A AR AER AR M- A M4 Fed §46 QEl #AR H45 ¥ # MBS 4% >
H454 o5 Agency MBS 3% 4o £ #3548 8649 20% » 2% — % % QE LR
R MBS > # 1k 2014 £ & Fed B4 4 31%#) Agency MBS - #2t,
AAtt » Fed A Y A B ANEMH A 535569 21% - E b Fed &9 MBS 8 H
FAARASEH TS EAMMME -

3. Fed BT €HEHBAMERY MBS £ F a4 B35 2010 % ¥ Fed
TENRAE MBS R A ARF LAy 0 — BEEHEL R Fed ¥
HE A o) MBS o 2 @ 3B £33 & R E A4 0 Fed €% 2014 5 10 A
AR QR BHEHAFEFELAZALBREN MBS A2 F—X
Hazih EASGELBRTUN  BRTEERARBEHTHE -

{a £t 2015 % Fed PR35 A 2 MBS (5B 45 £ 4 30%KE -
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35% - =3 Tsy Held by the Fed ====3 MBS Held by the Fed  Projections

30%

25%

20%

15%

10%

5%

0% il ooy oo =1
TR EEEEEEEEEEREERER:
£ 53 5353535353853 §°¢%3

%4 4% ¢ Citi, Fed

B TR ER Z ST 545 BRI Fed Aids A MBS &9 28 T 25047
4% M & MBS~ 2K ~ 48 B & 2 3 {5 81 Agency Debt 4 s 2 Citi BIG index -
LX 2006 £ 2014 FRBAZBEEM SR EITZAEHARE S
H3g 1 35445 8 HkrR Fed Ardf & 2 05 > 124\ Fed pri¥ % 2 MBS(8
e E k)
Mg 2 f5AE35 3 AR Fed A A 2 230 tH 5
B3 152 M E 05 648 Fed R A X &M H

HiaHE&FEm R 4wE 3-7:

16




3-7 EA 2006 £ 2014 £ 8 B2 B £ A# > 5 47 Citi BIG index
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RESRET » wf Fed 34 2 MBS S0 {EARH A5 4R35 BEE MR » R
MBS 2 % 2B ELpIHK 29%KBTEEARE 20% ML ZEREG LR
Fed 4 4 #9 /25 2 MBS » # 3t B % MBS 898 & ) I8 4 29% TF & 2] 25% -
B hdo R0l — B AR B MBS 2 R 22 5 A3 E AR 2T AR A
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% ~ Fed MBS 2 A &3 T #1 F 2 MBS ¥ 35 547
Fed 247 2014 & 10 A RE&ERAREEHFBREE > £ARETELRZ
A4 MR Fed R #2011 £ 9 A €4 4 2011 £ 10 A £ 2012 5 6 A #
Ml B 4% F MBS #t Agency Debt B A2 K4 E R AHFH > AT I
#2011 & 10 R 2 2012 % 6 A AHE T2 AR -
2014 %75 QFE EX & k% > thit MBS TS A T A B P RUME
ARz EEHF -
31 Fed B FHRETEAZASLE 2015 F 12 f » B30 FRIFERMNE
34 B 4.25% -
M35 2  Fed 7 2015 49 A 45" BL T BAZ A S B30 FHIFER
# &35 B 4.0% -
W33 Fed #2015 49 A EHh“BR"BRERZRAZ AL B30 FRIFEK
#IE T34 B 4.5% -
AP EE 1 AFATHEEL RHEE3ATREETSRER 2 £HR 1
B3 ASMREADEREH 100200 & £ 0 FABAREIE 1 T > Agency MBS

W0 T $ 4] £ AR S S R 145 % 8-10bp -
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% 3-4 MBS W RAME T

History Projection: Nov'14-Dec'15
Oct'li-Jun'lZ  Scenario#1 Stenario #2  Scenario 83
Net Growth of the Agency MBS Market -$5bn $100bn $120bn $75bn
Likely Net Demand for Agency MBS
Federal Reserve + Treasury -550bn $15bn -525bn -510bn
Domestic Banks + Savings S70bn 5$50bn $30bn $60bn
Overseas investors -510bn $10bn S5bn $20bn
G5Es 45100bn -$20bn -$20bn -$20bn
Mortgage REITs $90bn $10bn 55bn $15bn
Agency MBS that Need to be Absorbed
by Others {Domestic Money Managers} 55bn 535bn $125bn $10bn

#HH &R ¢ Nomura

(—) F# 2015 = MBS ERABHNAERE AFHGEF -

1. Fed 3% % MBS sy L R B R HHE * o R 30 FH-FHRIPR
A BB 425% Fed AN S E Agency MBS 48 /72 28%
i S 2 BB 4E 4 22%- Fed #54 32-33%#4 i i@ 4 4+ Agency MBS
AR EAE 17% -

2. GSE Q@ &AM A ey Agency MBS R ZERWIKD T4 1000
BEL BRARRATRE-FRETH - WP XEHIFTE
EESN R E T AY 600 18476y Agency MBS » 3 B R A5
MBS # 35 ©

3.4 Fed A M AREORAP RS AEAN R HRLETE > v

P BT E R R R R B AT AR AR T L R
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MRTHRCEGERERE -
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EAREMBS BRhz A4  EEHME EEAE THEHBRTARBLR
BARRK S ARG E S F4F > 2016 £ MBS #ig#m Lk Fed 7TAE & & 691k
Ftk 0 R E AT S RIEARWH 2,000 18 £ Loy MBS 4t 8 -

Bt Fed A R T SRR KM R T HERBARLE MBS EAZ K4 @R

—RABPELEDIMHBIRE > At Fed F—REZBRERBEERLYE
R & B4R 3~6 18 B 1 ELE) - A& M S AR SL AT &9 QE3 Tapering > Fed %5% B 4%
A2 R B PRABEGRN R RIZ BB EHE AR T AT % Fed w8 B
BTG ERE MBS fisgz 2 URTHEABRETLERETE EHEEAM
o R Fed BEHSBEBHER MBS #5ad  BRE-—FZH5ABD 50
BEA > F_FBARY 100EBEL TFEFARD IS0 EET - L0
BT - H AR E AN 2016 £4¢ Fed BAFa0# EE L ¥ F15 R 350 48 £ 1~450
BEA THEEHRA N0 BET - sbH X BTRENTHA F RS AR @

JEmsa A A B 2,000 & 4 7T o
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B 3-9 MBS #3847 Emw et Fed 2 X YK 2 FHEE

m Net Issuance mChang in Fed Holdings = Net supply for private investors

2013 2014 2015 2016

#F# Rk o Citl, Fed

ERB AR EAARFHEAK > LR ARITEARD LB E
% FHA R 091% & © 45084 B> 2015 5 b ¥ 4 MBS #4847 » B 4k 2015 4
Agency MBS %47 S FALH T £ - FAFHEIF B RAF 2015 F848 K LI+
BAEREEE Y 47% BB ERNLFFRRK  EXRMEART

FRTHEESFEAANTH -

Mesbz dh FEBUREAR 2 4585 TR R R MBS W57 A4t
MR SR 2015 4 1 A R ¥EA 23839 B 3k FHA (R st R X TREA
Wik T -

£ B BB 2008 £ 0% 37 FHA B 848 B (MIP)E R BUE @ 5 3 & -
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E ¥ %R P BMERAL Obama 445 2015 &£ 1 A 7 A% A F M
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% 50 bp £ 0.85% (M upfront 4%/ B/ 4457 1.75% R&) » A2 B TN |
268 -
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! Annuzl FHA Premium for »85 LTV 30-Year Mortgage |

140 ) - 140
120 - o ;m
o 100
8 —w
8 ém
mé ;m
0 0

08 208 M0 M M2 2003 01 2015

EH LR CS,FHA

Bk MIP & 2 A BN AN BENBRRETZ 2 FHA BRP
# VA B & P (& Ginnie Mae § k% 40%)8 R @A - FALLRAFER FHE
2 FHA 2 BATEHREmE  #5B L4855 BREVERAN ZHE

REEBBEUAGBEE B2 A 200 £UATHEXAREREFENLL

LR A REE -
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AEMERBFHEINE B0 BEEEPTXEARITHME > MfEs FHA
FRBREPARAEE  BbTHED CPRE&HE % 20 fadhn FHA N 5
BHIGZ L ERFREETHR > BarfE L4 —F 5 s MBS Originator 9] 4§
FIRATHRA B E R A E KR EE 0 B L HH Ginnie Mae MBS 7 35 ¢ %5 %
MABEFS RELN  BHEMEIARLRERARATERZ GBS -

B—F & BATHH FNMA # FHLMC %% MBS 2 RATE KR E Y
EHMR BA
. % WAC 2B &5 2B HPT¥4H HARP ;

2. BpiE FHA IR B HG% RN HREZEBEP M T HABE -

% 3-5 $FHA EEE 52K RN MBS g2 &
G2SF1g # HRAOHZTIESS LT CPR
=25 | FHA a ” GAiLE - %
& | B &Y% (ticks) (F15)
3 53% |103-15| 102-25 22 10 16
3.5 | 44% |105-25| 104-22 35 16 25
4 63% |107-20| 106-15 37 23 30
45 | 79% |109-10| 108-08 34 28 31

EHtA A : CS,FHA
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A~ PIMCO Z 5 H k¥ & MBS £ % 5#

LRAETHELALSRT QML » 2014 F LR E 2013 £ RE HH E.3 & 7%

P ERSRT K 23% » MR LG 6y kG 2 A2 40% -

BASEARETHEBEGR L4 HF(GEH Fannie Mae - Freddie

Mac # Ginnie Mac $47) * MR BEAGEE LA HE)  ARBETHREA
AN AEERS 28 REBMABRTIR  BHEE T LIRS EABFBE -

LB E BN U ELE

1. 1% GSE A% @ G EEETHBARE EHBESH > RARILMG
IR -

2. GSE #5 #ey %% 1 £ B ¥ 471 £ 4 % 5 (Federal Housing Finance
Agency)¥ 425 & Mel Watt 32 & BB ANEA S B4 & - @ B AT GSE
HiRET 80%MMEH -

BN BB LE K 2005 £y 69%I5E T 0 B AT LK 65% 0 &

BEREAALEZBRRBETLH -

PIMCO ##* 5 ey R E

1. AAHAHNEETHAENERBEAR - AL SEMFAH

2. tABEHNRERERE BBz MBS 0 28 R A BERE &
BEXBEEGEEHE CRREESRVBEMRAE EHALE)

3. BRETHUAEGBRAMATE 4% k%4 > Bt PIMCO #£ 1 HH
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Fannie Mae #1 Freddie Mac #% & {245 %7 B Mk o4 ik o
4, PIMCO A ARBF LR EBES T B LERNH 3% EdFE2E > B

BB EF/LmBBERERS -

PIMCO 3% % Fed MBS B A Z A& B T HN T HH B ES !

7 B AT MBS 758 L 5 A A ¥ RIRo- eI T F2 35 A AR
THAREEEAZAS  Hobfaargley et L > Fed H4%E MBS B/RFHMF
ABAEEREHME HAEMBESBEA S GITRMABAEHH MBS 98 F
REILZAABETRE - #K Fed BITRASX HOHFSRFEL A EE 2
B ME TS Y MBS Hl £3 5 Kz it > BE KRR > Fed {E{TH 403
% MBS t9#2 EALREHBELRE -

HATGRAAL®RNA > Fed BREW T K MBS Wi514748 QE %
#hHho 1 PIMCO AR %FE > B A%A Fed ¥ 2011 4 10 A4 & QE £ &
BEMBS BAZ AL BAREEAFEAFHEMK - =285 MBS H KA
K » 15]4w FN4%Fv FN4.5%#] £ % K318 % 2 bp -

PIMCO z MBS 4% ¥ # %32 3 Underweight Agency MBS £, & % $} # Fed

BAEARA TR MEFEN -
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3-11  QE #if] MBS #| £ Z ¥ &) 047

"Ave MBS In Index" Model Rich/Cheap Vs Swaps
(weekly since May 2009)

35
f_
MBS Closed 1 bp tighter to swaps. - —|{——Ave MBS In Index!. 30
‘——Avg Fed Coupon | 25
mBscHeaP [T 15
+ 10 0
- — 5 .%
_-. '.. - P R 1 -05 IE
)B' I\ F\ -15 g—
- l '\ I o W . . S + 20 ‘%
. —————1 -25
) N | \ gg 2
A — W —_ . o
MBS Index Now = T v ~ -45 5
B.83% 5.5% Coupon - SRR | - SR - | Mg
8.56% 5% Coupen MBSRICH | | ..l 55 =
15.35% 4.5% Coupon - —— 1 .80 .2
23.38% 4% Coupon o
23.49% 3.5% Coupon L -65
19.79% 3% Coupon Operation Twist | .~ ... . ... .. — b\ 70
0.60% 2.5% Coupon I ~ I QE3 Announced |._.___.._..._...._ S B -75
r ‘ } t ; : ] T t t t -80
CPrUNZCRREPOUNPLPOZCIZ AL POOTMPCCOZONDC PO
R EtRR L RRRIaR
[ LIy D 1 [ P L Y t [ - ¥ N Nt
2288503 °C305 332N NRNRNRGLBYLBLRARER

T F& R PIMCO

d 4 QE $A M AR RE WAk ) Fed B A AfAASH KE MBS 45 47
ERETHIERRERL S H G BPE T 24T HEREREKE
18 %48 $HE A #] A0 B MBS B F R R4 T Ao 4> Fed A RMIRTA
ME o FAMHBEEEFEITREARARGERZALE R MBS A EZHAHE

R M TURFE S RAFA IR TUS -
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£-THYH BMARERTER

Axepstg o PIMCO #h47 &l 4848 B 23K R =8 A8 ~] Dr. Richard
Clarida £ 3" # ¥ H S REFIL T B4R 2 &is (PIMCO" s
“New Neutral : What It Means for Global Economies and Portfolio
Returns) - A F3¥ & A PIMCO $t 23k @B 2az o - AN T ¥
PR OBAEARTEE RAMLPINCO HAARKFH AT HENR

L= F g R R X
—~dREKLEBTH
()ENRXREZELBEZRA

PIMCO 22 % sk 3T R A4 K Ros AT - T &4 F 7P ¢

.S ESRYEHBRETRDERZIL? EBRETH RIKREM
BHEE?F2HKILRALHERABRBICHEBERRERNASA
B & T ek 7

2. FIBRBEBREREHEEAY EUUAHLREBELAMTE

s

3. M EE I ITERL WMTRER ? B REREFILS

Y BESRAEREFR? REFRREFOTEBEEK SR
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% ? BB RETILETRITHEER?

(D)EHHREBLBEIEHN

St LRI > PIMCO R B & AT & F R AR &/ 5 6 HAFR ¢

l. 2B E£RBILAR A Y RESBERZZL  2HRAHFHAL

ABREERDY  EABELIAEELHREE(wHE 3-1)

B 3-1: 2RAHFMARLIR

100.00

Total Stock of Debt Outstanding Globally

(%) Bitlion
=

Total Stock of Sov Debt Outstanding Giobally

Mar ‘32 Mar ‘94 Mar 96 Mer 98 Mar ‘00 Mar 02 Mar 04 Mar ‘06 Mar 08 Mar'10 Mar"12 Mar'14

H AR R BIS

2. BE®R I #Hd Volcker Rule ¥R BB EZILITAZ
SEUERILEE]  BRBE R - d 2 RS RBIETFEMR
Bk BEKITEEXFRAR REAHHER - R1BA
NMENZEHRFERLRMAEMBR RS - BT ERITHIZAR
TEB> R V SEEARATRE A B AR AR A3 RAT 2

AP ToAe > BREERRE (R 3-2)
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3-2° H G EMIER

Evolving bank regulation is both. ..

Making banks safer...

..And making banks maore resolvable

Lower levecap:

@ bockstoge bo RWA-based
ratios

covetage rathe Voicker Rule (U.5)
capital ratlos Basel 3 introduces the LCR Section of Dodd-Frank Act, autlndty{U.S.}
MNew Basel 2 minimums wil to monitor high liquid assets which limits banks'’ Single-entry receq
[ increase the level of [~ v cosh needs over @ |~ proprietery trading and system to resolve foiling SiFls
mast hold
Higher standarnds for Net stable funding ratio Mandatory sy European Crisis Mgmt.
eligible capital Hosel 3 introduces the NSFR New ruies im the U5 require Divective (ELL.)
Basel 3 fimits Tier 1 capitol o monitor stable funding | most swops to be clrored Outlines new tools for
credit to those instruments, SQUFCES aver O ONe year with cendrol counterparties reguiotors to hairout
which ebsorl fosses on a — horizon stockholders and bail-in
going-ctoncern basis creditors of a failing SIF!
Stricter RWAs Compensation limits (EU.)
Basel 3 requires effectively The EU. is instituting bors
heavier risk-weightings for o caps and restrictions on the
number of asset tlaises — nature of deferred
watlo compensation
Base! 3 introdiuces o leverage
L natio (equitytotal assets) as

B More limited scope More aedible
il for risk trading rsolution regmes

fhc result: A safer banking syslem but costlier mtermtdm’imn
‘which meaps slower growth

% % R Barclays

S FTRYTHRATHAMNL AN > AFMBEI 5H% (0 E 3-3)

B3-3: BN PRAYTRITEE

9,000
8,000
7,000
6,000
5,000

Billion RMB

4,000
3,000
2,000
1,000

0 £

China shadow banking vehicles

10Q2 '10Q4 ‘11 Q2 ‘11Q4 '12Q1 '12Q2 '12Q3 '12Q4 13 Q1 '13Q2 '13Q3 '13Q4 '14 Q1

M Single unit trust 1 Combined unit trust # Property management trust

%R & China Trustee Association, CLSA

31




4 ABE HHEREEREYEREZ R (WE 3-4)

Bl 3-4: ARE L BEME%

' . e pgdvark ed Economies
Endustrial Production and

World Trade

~ -+ Emerging market economies

--;\_MCPB trade volume index

e 8 8

Annualized % change
5 o

02 04 06 08 10 12 14

E# &% IMF, Brookings Institute “Global Monetary Policy: A view from emerging
markets”

5. M BEBBAEREAE - Fof#(wE 3-5) EEHRALR

B AL

B 3-5: 2011 -2013 R A REBRRK R oA

= Cyclieal Growth
EM sfowdown continues as growth m Potentiat Growth

gets revised down (2011 to 2013) » Real Growth
10

05
a0
-05
-rL0

-15

Percertage Points

-20

-25

-30

-35
Brazi China India Rusgia South Africa

%} 4% Haver Analytics
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6. XM 92 B A E M BAR1E (Bl 3-6) » BUMRTHE B ARITA

BETAREFER  RRBEA B EBE BN -

EMU
10
08
06
(YY)} Growtd in neminal GDP
. - rm e,
04 ' R v ™

crowtli abalzoacs shaetiio /

- ; s y o "
N e S / -
02 D e \“\ -~ ™
e i Y e - % L
o . . e e N - 7
00 : ' J S ) =~ e - .
e A
0.2
04 % Change in maney multiplier

0.6

08 Note that quarter by quarter the growth in nominal GDP is exactly accounted by these three factors

10
Jun07 Dec07 Jun08 Decd8 WnQd% Dec02 Junl0 Dec-20 Jun-1l  Decll  Junl2 Dec-12  fun-13  Dec-13  fun-14

% #H & : Haver Analytics
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= ~"# %M, (The New Neutral )it %

Z+ % %% > PINCO &4 & #1 /& €38 (Secular Forum) -
REEHFAD ~ BF - #U6  RERAEMY  RERE 3D FaR
TR > B BT E Res - A 2006 44 > PIMCO Ansgie sk " 4%
5 % | (stable disequilibrium) # "#% % ; (New Normal) %4
A o201 FRIRE "THIM ) BME BBMSERFTRARAHEETS

BER AT HAERARMEREE -
(=) T#HPH T E— "WEE,BE

PIMCO # 2009 32 "M ¥ &, MA REJZARAABET >
CHBERRRANERBCLEERRERRATE HRATHER
AEEL FTHFLREEHFEAK  ERARAERARRELEEZ SR
# K (multi-speed world) - A » L F R - 2HELHERRTAR
MERA THEE 2HARNREMR(E 3-T) M~ THEE

EHFHEENRERRARLIARZIRABRE

B 3-7:2009 £-2014 FFABMA LR

Unit growth —indexed at 100

U.S. equities —S&P 500 Index (SPX)
280 outperform EM MSCI Emerging Markets Index {MXEF}
230
180
130 .
80

Sep'09 Sep'l0 Sep'll Sep'l2 Sep'l3 Sep'l4

F#} &% . Bloomberg
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(=) "HEE, BRMABRERS "HTHE,

MR ER 2L TR RSN HEE RS YE
PINMCO B 2014 £ E R EHE R P A (E 3-8),

BIEAHEARIDFIRERE BHARETRETRSZER -

3-8: 8 "HMEE, 2 THPM,

£ | PIMCO 2006:

j‘é “Stable Disequilibrium”

% Inflated growth PIMCO 2009; .

2 vulnerable to sudden “New Normal” "T:ih:lic\:legi::tral

£ adjustrent

o

5 . )

8 Multiyear delevering and Convergence of growth to slowing
E] slow growth in ) trend trafectories

S developed world, while Overhang of global leverage will
(G emerging outperforins constrain policy options

A 'New Neutral’ policy rate for
central banks and slow normalization
to that destination

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

% ¥ %38 PIMCO Secular Forum

(=) "#HPH, BEZER

"Mt ERES PHARHE  FHERARITARBRELER
EREAEHEWEFPARAEZARANE -ENERTBELRL
A CHERRGORTERE FE RA S M3HEE T R Go
3-9) - PIMCO 2 & £ aT&8F £ 2B AA £ LS &7 > B M BRAH
oM BaEBy fTATREESHEAK BEELFRBRZAR
A
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B3-9:ek-~%-8-

FTEAARABARMFERL

Federal Reserve: Balance Sheet and Policy Rate

Bank of Japan: Balance Sheet and Policy Rate
00
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. 500 5 £ 1m0 05
x = 1
T 400 ag 3 04 €
- ] b ‘2
® < "
& 300 EE g \ 037
z g . it
3 20 ol 23 I, 023
1] = ] =
F 100 i 1 = 01
] 4] 0 0
06 07 08 02 10 11 12 13 14 06 07 08 09 10 11 12 13 ‘14
350 ECB: Balance Sheet and Policy Rate a5 Bank of England: Balance Sheet and Policy Rage
. 300 :‘; . 500 3
-3 =
£ 250 - /\f\\ 368 £ 400 [\/\ g
n 200 . 2 kS 42
¥ A 2 § a0 z
< 150 ‘ 205 < 38
‘lg 100 . 5% g 200 2 &
= 10 < 100
50 05 1
0 T oo 0 0
06 07 08 09 10 W 12 13 ‘M 06 07 08 09 10 11 12 13 14
As of 20 September 2014 — mmePoli
SOURCE: Blacberg Central Bank total assets Policy rate
* Januarvy 20062100

L

e X
BEHR
0%z BEAE(E 3-10) >

Bp TR, X ER -

PEBERAREE - SRBA AN KE R

KRR TS

PIMCO A %% 3-0 £ > RAARMBRGEFNEN

EREBIWRERKFBRETRHE - 4L

3-10 © K 7 BURA & S N R RAKE

0 U.S. real yield, Sy5y forward

—US. 5Y5Y real yield

4.5
40
® 35
ﬁf 10 "0Old Neutral”
g |
& 25 W Fair value
L4 range for
20 H\ SySy real f\\
15 ,f‘ yield \
: 3 . . ] i
10 Long-term average* real policy rate -‘u \‘b\/\ |: / f New Neutral
s
{
00 P
New Neutrai expected real pollcy rate
-0.5
'06 07 ‘08 0% 10 11 12 ‘13 14 '15 16

##} R & Bloomberg, PIMCO
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(m) "# ¥+, ZBRERERAR

AR bLfEFE e ALRYE  PIMCOH AR 3-50 F 2 ER
BT ATEZRA

L 280G 4R K@M AR SREERESTAXHFMEE 24
A&EfEE (kB 3-11)

B 3-11:1998 F-2018 Fa AR kBB R THRARREHE

World GDP Word <~ ~G10 -eruen EM « world inflation amemeWorid - - G10 e EM
10
¢ . .‘ r: - O 1
" ". . L '._“\;' e 3
° 6 - / .\.\..'J‘“‘."'u__.m.
-2 a \/-/__’/\
- .~ \/\,___
_6‘” e " . e , N

E R K. : Bloomberg

2. FBAAH M BARGHREETERRREBRE (B 3-12) ik
&R FATH R EH B0 0y X BBl kA %

B3-12: dAAEHALEHARKRERE

Gross government debt-to-GDP ratios 2007 MFOI0  # Q0}EF

15
125
o~ 100
*
E 75
& 5o
5
o
G20 industrialized courtries G20 emerging markets
EM growth moderates, bue still robust 5 EM growth will decelerate to |
10 A more sustainable pace, but |

- n ! still remain well above its !
iA‘:aptul bonanza’ cauzed EM growth ) /-‘\/'\"- !trendmtein\he&ﬂ:andgﬂs |

1o accelerate pre-crisis; taking the lead | - Y A————
i in pulling up overall workl GDP “7""’"""""’?" Y } 1 :
b

2
s ] o vergence
AN LS between EM and DM iz ;
4 ! S A e are—— r ing. butEM iz
; ;| AT . stilt handily outpacing: |
2 PNy e T e 5.5% vs. 21% B
3 A ) B ————————————————————
o
2
-4

.
WS

— ¥

.| | DM growth will stabilize, but |
— DM GDP ——EmMGDP L) likehy fait to rewrn to pre-
—WOrld AVE.  meDM Avg. '
e EM AV,

-4 w
Bg3eBENISEERERBRELEE

T - -

~~~~~~~~~~~~~~~~~~~~ % # R % : IMF WEO

crizis potentisl trenis
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= -THPH BAZKRETER

PIMCO 24 » 23k&HEXEKE&NR - T EL8EREAHGHLE -+
B#FRITRAMMER SHM% R REEBRATHA R AR
FIEEBPHREARFMNEBGON - BAHNEZ I PEFTAREOER

F o B HCR A BB 0 R T A -

Bk > PIMCO 12 " # 9 4 , BT - B ARSI RIS RER

A 3% BERMH O ERAENBAET (W 3-13)

B 3130 AR 10 52 EA TS RAMBHE

PIMCGC's capital market assumptions* (10 year}

g 5% Investment considerations:
€ 4% = Stay invested
% wWill *  Active management
v 3% this *+  Broaden your betas
- suffice?
E 2%
=
b
Cash Developed Developed Balanced portfolio
bonds equities {5% cash,
50% developed bonds,
Az of 30 May 2014 45% developed equities)
SOURCE: PRCO
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waTHPE BRETZREESR

(=)Z2FBTRAHUS

ho b A - PIMCO 38Rk R 3-5 2 REBBMKL "H¥H, =

BT T EBE REREFRL TR R A IR A &5 PIMCO
REXATHEZFUNR GRS 20 A | EEIBRTALRTS
ERRRBE2 ITHERETAMLS I ERME(carry) RE5WE #
B LRI T -

LMEFBEEELEL S FWHERR - BWRERMEFRET RS

ik PIMCO 3~ EAM BN P EETAE B % &
MERBZBARE B ME%E AU E = %4 (third

pillar) » AR SMBM (3w B 3-14) ;

WP RARSRAEZARSEY AR

B 3-14 :
— 7
g %
£ 6%
2
o
- 5%
|3
G 4%
S
o 3%
i)
]
£ 2%
z
g 1%
= 0%

-3%

19% Msh 39 6%

Long-term real return estimates for major asset classes

EM equities

A

EM local bonds Dev. ex IS, equities

US. high Third Pillar
Ayield A

U.5. TIPS g Commodities LS. REITS

Us. core

fixed income US. Equities

15% 18% 21% 24% 27%

Volatility

As of 30 June 2014. SOURCE: Research AHfili m;, LLE, ba,ed on ﬂh building blocks, mean reversion and uziness cycle models.

The asset claszes shown above are rep d by the US. Equities represented by S&P 500; Developed £x U.S. Equities reprezented by MSCE
EAFE; Long LS. Treasuries represented by Barclays U.S. Treasu ql.mg,USCoreFmdlnoomreprese nted by Barclays U.S. Aggregate; U.S, Investment Grade Credit
represented by Barclays LS. interim Credit; LLS. high yield d by Barclays LS. Corpx High Yield; U.S. TIPS represented by Barclays US. Treasury US.
TIPS, US. RETTS represented by FTSE NARET; EM local bonds represented byJPM GBI-EM; £M equities reprasented by MSCT EM:; and Commodities represented by
D! UBSCommo&lyTRInd %

O EXBAEETAML  IHPETAMLOURBUE LK
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AN SRR ZARNJAET RS

BRETABRACHEZEE  BARE
B

FHRLREARREAR

A > RRMBE AT R
BREAHRIIEARN (B 3-15)

B 3-15: 1994 #-2013 # X &% A A% R MBI

Curnulative Returns

v imeime

Convertibles 40 77

High Vield Bonds - 28 55
Large Cap USS. Stocks
REITs 116 3 ]

Ermerging Markets Stocks 102

International Stocks 84 11

Emerging Markets Bonds 72

TIPS 32 22 58 .

Core Bonds 24 26 38 42
Mortgages 20 31 37 42

Long Government Bonds 13 38 56
Unhedged Foreign Bonds 49
Commodities | 8 | 1
Money Market ¢ | 16 19 i
Red = worst three Blue = best three

kR R PIMCO

S ERMAEZRAUE "HEETARTE

a4 0 PIMCO fEfE &

Mgt Re R Rea MHEAKRERRY  EE&RKE

BRANBEAZRSZAL  AmEREE AL ERRE - 1§

REHR O ERERNESEERELEMS HEHT2AFAR

non-agency MBS(#wfE 3-16) -

8 3-16 : PIMCO £ ¥ 4] £ RiR

Equitias Fixed Income

Developtng e L4 s » . Duration

» Emphasize equity risk to drive returns
= Tilt towards EM equities

D
K

| &

v

ERA

» Seek carry an steep vield curves
* Overweight spread sectors including

select corporate, EM and non
agency mortgage securities

Real Assets Currencies

commodities o« > Develgped . i: - ST

B Inﬂatmn linked bonds ~ IR : » :Emerging

» Seeck exposure to backwardated
commaodities with attractive roH-yield currencies

» Hold exposure to global inflation-linked
konds

& ¥ R K PIMCO

v

= Short EUR and JPY versus the USD and EM
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=) RRRATFALREIHRTES

waé”ﬁmﬁémAmiﬁ BB EE—FF > B/ 5

MEMRELER - Bt PIMCORE "ORKRBEFALAHRERSER
A AE@4L | (Constructing Multi-Asset Portfolios Using Risk
Factors) #4 » MR W SRB 2 8 > BAEEHRER - EHMLE
AEBRLT

1. PIMCO 2235 s B B FAE A B4R B 6 X AE R - 124 B Amift
B R s TRRR(GeRE 3-17) -

B 3-17: BB TAEE &%
Asset class decomposition
M Developed equity H EM equity
5 Nominal duration (EM) M Nominal duration (developed}
M Mtge spread M Corp spread
M EM spread & Currency
| Commodity m Other!
3,000
. 2,500 '
&
E‘ 2,000
£ 1,500
s
1,000
2
2 500
=
v 0
-500

Global EM Global EM Hedge Private Real
EquitiesEquities Bonds Local Funds Equity Estate
| 1 Bonds 4 I |

T T T T

Equities Fixed income Alternatives Real assets _jé "H' *hf?\ -PIMCO

2.PIMCO #RARELBAR AL CHERFRARNA
EEBESREHESERARRANERR -5 A
3 5 kot AR (o B 3-18) o sbsh > HMBRETHHHEA AL

R Base > RTREAGELI S TEFERAAK
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B 3-18: T#d, BBETZEHER

Sovereign Risk In "Oid” world

Industnal countnes

- Tnterest Rale
l and Credit Risk
Clearly Defined
Interest rate -

risk Cradit risk

: g

Sovereign Risk in “New Neutral™

frdustrial countnes OVC[’l«‘].p]Jiﬂg

Spectrum of
Inlerest Rate
and Credit Risk

Credit risk

Interest rate risk

## &R PIMCO
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2008 F o R AR EHRLARLE Fed B EH— 4% QE &
RTUBEE > BHFHEERKE MBS T LBTHES A &
shiEE MBS ey B ETFEFo M IF ERME A FHEASKA > X5
T AR EAE -

$:98 Fed AN 54T R MBS X 54 7 &8 8B R
B0 E8 o EAK I RB AR T 545 AR ¥ E 4 > 12 Fed 27
2014 10 AERERAABREEAMEN T QE LREMAMBH L
SRk Fed B4 EHEE MBS TR ERRETANAL - BR
BATMRS AR P Fed B ARZ RS BIXEME MBS YT » %
Fed 2 MBS TBA ff 7 H /) » A4 MBS Roll it T B A4 &5
Z AR -

B Fed RABEME MBS i > T3P ayi#ftss 2 - 3228 Fed
#2015 53 MBS 2 # BB R B REA P EHKE MBS g4
BARAZALS WA EREMTRE MBS 452 M > 324 MBS
BREHN EENANERETHSEE S E R > PIMCO #3#
Underweight Agency MBS » £ H % Fed Frif £ a8 F 887 ©

h QE MR R R Fed B2 A A4 H X E MBS &
o BBERKBETIHRSEEBLEAGE AUPETLE TS
AR REE AR EEY S MBS B A RAILEA - #
#Fed LA KIMBFTAMT TEAHBEALFRTREARNE
ZARERE > MBS HERAFERRMTURAMFRAFTAZRK
B e
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Jooh > AR S A PIMCO At ¢ B R % - A PIREHBHEE
b RHTIE RS B H~aRkER N EGAMEER
%%ﬂ%‘Au%ﬁ‘ﬂ&ﬂ%ﬁ%&’ﬁﬁ%$ﬁ£a§ﬁ¢&%
LBRTHZEESE HRERORRE L - B P B hodi BEF R
BBESIGE G RAMEERMZFT LIRRBeBERZYY

BRERB RRTEAEHAERARSBZIER -

2015 EHEF BAHBERL FRAFHEIFNE - Ae

RIS A A ATE A AR A Y - btz PINCO 3R L L

RRBRTAA#IRTAARRISERERRZFTEARE AL
£AFME -

ke EamA TH PN, mA - £ EBHEEN 2014 F 12
A 18 BaAz sk AERE A TEEae ) &l - BARTHRRE
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