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Global Credit Review
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Past performance is no guarantee of future results.

STRATEGY ASSETS

GLOBAL HIGH YIELD: $555 million
HIGH YIELD: $388 million

COMPOSITE PERFORMANCE SUMMARY

GLOBAL HIGH YIELD The strategy returned 0.00% (-0.06% net) for the month, while the Barclays 
Global High Yield benchmark returned -0.05%.  

HIGH YIELD The strategy returned 0.33% (0.28% net) for the month, while the Barclays 
U.S. Corporate High Yield benchmark returned 0.30%.

PERFORMANCE HIGHLIGHTS

GLOBAL HIGH YIELD The Global High Yield composite returned in line with the benchmark this month.   

• Credit selection contributed to relative performance this month, led by holdings in consumer 
non-cyclicals, brokerage/asset managers, and communications. Two food processing companies, 
one in the U.S. and the other in the U.K., were the largest relative contributors to performance 
in May, along with a U.S. investment bank. A U.S. manufacturer of tobacco products and two 
telecommunications companies also performed well. Selections in energy and basic industry were 
the largest detractors to relative performance, particularly a U.S.-based exploration and production 
(E&P) company. A Belgian-Brazilian brewing company with global operations also detracted from 
performance, as did a small position in Greek sovereign bonds. Our exposure to European credit 
default swaps (CDS) also detracted from performance. 

• Sector allocation detracted from relative performance due to a significant underweight to consumer 
cyclicals, residential mortgage-backed (RMBS) securities, and asset-backed securities (ABS). 
Avoiding sovereign bonds held in the index—as well as having no exposure to the insurance and 
banking sectors—was accretive to performance.     

• Currency contributed to relative performance. Maintaining a significant underweight to the euro 
relative to the benchmark (9.0% versus 16.0%) was accretive to performance, as the currency—
along with most others around the world—fell against the U.S. dollar in May. We incrementally 
reduced exposure to the euro throughout May and ended the month with approximately 19% in 
euro-denominated bonds. We will continue to hedge out some of this exposure given the current 
policies of the European Central Bank (ECB). 

• Credit quality allocation detracted from relative performance due to the strategy’s  significant 
underweight to the BB-rated segment of the market and a higher cash position during the month. 
Substantial underweights to the unrated and lowest quality portions of the market were accretive to 
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performance, as was an overweight to single-
B-rated credit.  

HIGH YIELD The U.S. High Yield composite 
returned in line with the benchmark this month.   

• Credit selection was accretive to performance 
in May, led by holdings within consumer non-
cyclicals, the brokerage/asset management 
industry, capital goods, and consumer cyclicals. 
Three U.S.-based holdings—a food processing 
company, investment bank, and manufacturer 
of tobacco products—led relative performance 
during the month. Two telecommunications 
companies also performed well, although 
other selections within the communications 
sector were some of the largest detractors to 
relative performance. However, selections in 
energy and basic industry were the greatest 
detractors, including two U.S.-based E&P 
companies and a chemical company. 

• Sector allocation detracted from relative 
performance in May. The largest detractors for 
the month include an underweight to consumer 
cyclicals, an underweight to energy, and an 
overweight to the communications sector, 
relative to the benchmark. Avoiding the banking 
and technology sectors was accretive to 
performance, as were substantial overweights 
to other industrials and the brokerage/asset 
management industry.  

• Credit quality contributed to relative 
performance, as the strategy avoided exposure 
to credit rated CC and below. An underweight 
to BB-rated credit and an overweight to single-
Bs was also accretive. Exposure to higher-
quality credit relative to the index detracted 
from performance in May. 

CHANGES AND PORTFOLIO 
CHARACTERISTICS

The regional allocation of the Global High Yield 
strategy is approximately 43% non-U.S. with 
36.7% in Europe and the remaining in Latin 
America, Asia, Middle East, and Africa. Our U.S. 
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PERFORMANCE1

GLOBAL HIGH YIELD COMPOSITE ($USD)
% 

RETURN MTD QTD YTD
1 

YEAR
2 

YEAR
3 

YEAR
5 

YEAR
SINCE 

INCEPTION2

Gross 0.00 2.01 4.82 0.92 5.15 9.21 10.63 10.41

Net -0.06 1.90 4.54 0.27 4.48 8.51 9.93 9.70

BGHY3 -0.05 2.43 3.09 -1.69 3.72 8.10 9.06 8.65

HIGH YIELD COMPOSITE ($USD)
% 

RETURN MTD QTD YTD
1 

YEAR
2 

YEAR
3 

YEAR
5 

YEAR
SINCE 

INCEPTION 4

Gross 0.33 1.98 5.31 1.60 5.41 9.01 11.00 10.75

Net 0.28 1.87 5.03 0.94 4.73 8.31 10.29 10.04

BUSHY5 0.30 1.51 4.07 1.95 4.88 8.10 9.20 9.11

PORTFOLIO CHARACTERISTICS1,6

GLOBAL HIGH YIELD HIGH YIELD
CHARACTERISTICS PORTFOLIO BGHY3 PORTFOLIO BUSHY5

Average Quality Ba3/BB B1/B+ B1/BB- B2/B+

Yield to Worst (%) 5.60 5.97 5.88 5.92

Modified Adjusted Duration (%) 3.56 4.29 3.79 4.24

Average Coupon (%) 6.24 6.6 6.59 6.75

Current Yield (%) 5.47 6.57 6.08 6.71

Past performance is no guarantee of future results.

QUALITY ALLOCATIONS1
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weighting increased by 1.9% during the month, and we slightly trimmed a few European positions during the same period. 

We decreased the allocation to corporate bonds (74.9%), and sold out of a position in CDS, one that was initiated in March. Aside from exiting 
the CDS position, the most significant change during the month was a decrease in euro exposure and hedging the currency back to the U.S. dollar. 
The majority of other allocations in the strategy remained nearly unchanged in May, such as mortgage-backed securities (MBS) (11.8%), lever-
aged loans (2.1%), and sovereign bonds (0.5%). Of the MBS position, approximately 6.0% was allocated to European RMBS, and the remainder in 
U.S. commercial mortgage-backed securities (CMBS). The Spanish RMBS market saw new issuance in the primary market for the first time since 
the beginning of financial crisis, signaling that credit easing may be taking hold in the euro zone, and may eventually bode well for the European 
securitized debt markets. The European RMBS investment is representative of our broader focus on capturing spread compression in the peripheral 
ABS market, particularly in the segment that is ineligible for the ECB’s asset-backed securities purchase plan (ABSPP). This theme has been slower 
to materialize than we anticipated, though we remain constructive on spread compression—especially now that ineligible ABS are considerably 
cheaper. The timeline for the spread compression may take longer than our original estimate of 12-18 months—and instead may now take up to 
18-24 months to crystallize—as we expect the ECB to ramp up its ABS purchases. Although new issuance in Spanish RMBS is a positive sign that 
qualitative easing may work for the broader credit market, the ECB’s quantitative easing continued to focus on sovereign bond purchases.    

At the end of May, the Global High Yield portfolio had a yield to worst of 5.60% and modified adjusted duration of 3.56 years versus 5.97% and 
4.29 years for Barclays Global High Yield Index. The U.S. High Yield portfolio had a yield to worst of 5.88% and a modified adjusted duration of 3.79 
years versus 5.92% and 4.24 years for the Barclays U.S. Corporate High Yield Index.

MARKET COMMENTARY

Volatility reemerged across multiple markets in May, and had overreaching effects across several asset classes and regions, including treasuries. 
With a few notable exceptions, sovereign bond yields rose during the month—including those of high-quality issues such as U.S. Treasurys and 
German Bunds, the latter of which sold off sharply in May. Euro-zone treasuries were perhaps hit the hardest this month and experienced levels 
of volatility not seen since the onset of the global financial crisis. The high yield bond and leveraged loan market performed comparatively better 
to treasuries and equity markets, given the volatility in these respective markets. U.S. and European high yield credit spreads tightened in May, 
although the contraction was likely attributed to the rise in high quality sovereign yields. The euro had a strong start to the month, and initially 
climbed against the dollar after data showed the U.S. economy actually contracted in 1Q15. The euro’s rally against the dollar was short-lived how-
ever, and fell after the ECB increased its bond purchases. The U.S. dollar rebounded during the remainder of May and routed nearly every currency 
this month. U.S. Treasury yields rose concomitantly with the dollar after promising housing data was released and suggested the 1Q contraction 
was likely a seasonal aberration, and the U.S. economy is instead exhibiting signs of sustainable growth. Despite these positive signs of economic 
growth, the Federal Reserve delayed a tentative rate hike in June; the gift of time was reflected in leveraged loan new issuance, which reached 
its highest level in nearly two years. Conversely, high yield new issuance lulled in May to enter the summer—generally a slow time of year on the 
new issuance calendar—at an already sluggish pace.           

The S&P 500, Russell 2000, and Euro Stoxx 50 returned 1.05%, 2.28%, and -1.24% (in euro) for the month, respectively. The Barclays Global Ag-
gregate, Barclays Global High Yield, and JP Morgan GBI-EM Global Diversified indices returned -1.79%, -0.05%, and -2.09% for the same period, 
respectively.

During May, primary high yield markets priced $26.3 billion in the United States, $0.9 billion in Europe, and $2.6 billion in emerging markets. The 
global loan market priced $26.7 billion of new issues with $18.5 billion in covenant-lite. 

On an unhedged basis, finance companies (0.87%), government-owned (0.83%), agency (6.37%), and energy (0.75%) were the best performers, 
while natural gas (-3.36%), insurance (-1.04%), and banking (-0.88%) lagged. Excluding the effects of currency, global high yield CCCs returned 
-0.70%, BBs returned -0.09%, and single-Bs returned 0.22%.   

 On an option-adjusted spread basis, the Barclays Global High Yield benchmark tightened 5 bps to 461 bps, down from 466 bps at the end of April, 
the Barclays U.S. Corporate High Yield also contracted 6 bps to 433 bps, and Pan-European High Yield also tightened by 2 bps to 346 bps. On a 
yield-to-worst basis, the Barclays Global High Yield Index is currently at 5.97% while the U.S. High Yield Corporate Index and the Pan-European 
High Yield Index ended the year at 5.92% and 3.79%, respectively. 
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Global default rates remain low. The Bank of America Merrill Lynch global high yield trailing 12-month default rate was 2.0% in May. By market, 
the U.S. high yield 12-month default rate was 1.97%, European high yield was 0.43%, and emerging markets was 3.59%. 

OUTLOOK

We feel the combination of accommodative monetary policy from central banks around the world, devalued currencies, and low interest rates 
should make 2015 a “pivot” year for global growth. The U.S. economy has already exhibited signs of sustainable strength, while the European and 
Japanese economies may surprise to the upside once the impact of their respective stimulus packages take effect. Despite our outlook for better 
developed market growth, we expect long-term safe-haven yields will remain capped on the upside as a result of the still formidable debt over-
hang, a benign global inflation environment, a low terminal level for G3 policy rates, and entrenched concerns of global economic fragility. Certain 
emerging markets are also well positioned to contribute to global growth, having withstood the end U.S. QE and also by possessing more resilient 
fundamentals than in prior Fed rate-hike cycles. The prospect of global growth, threat of higher rates, net debt creeping higher, and crude oil prices 
may concern high yield bond investors, but we believe the asset class can still perform well as the current credit cycle matures. We believe credit 
investors will benefit from long safe-haven treasury rates remaining capped as a result of the still formidable debt overhang, a benign global 
inflation environment, institutional equity de-risking, weak credit growth, and entrenched concerns of global economic fragility. We expect U.S., 
and the remainder of G3 central banks’ policy rate hikes, will be measured and terminate at lower-than-normal levels. Abundant liquidity during 
the past few years allowed most high yield companies to push maturity walls far into the future and profit margins remain supportive for credit 
fundamentals. Given the recent spread widening across global high yield, we still are finding attractive security- and sector-specific opportunities in 
corporates and securitized markets. 

1 Supplemental to attached Global High Yield and High Yield GIPS-compliant presentations. Periods greater than one year are annualized. 
2 Inception Date: January 1, 2010
3 BGHY = Barclays Global High Yield Index (USD)
4 Inception Date: January 1, 2010
5 BUSHY = Barclays U.S. Corporate High Yield Index (USD)
6 The “Blended Weighted Average Rating” is determined as follows: In line with the methodology used by Barclays Global indices, the middle rating from the three rating agencies 

(S&P, Moody’s, and Fitch) will be assigned to each security. In the event that ratings are provided by only two agencies, the lowest rating will be assigned. If only one agency assigns 
a rating, that rating will be applied. The equivalent numerical rating is assigned to each security based on the Security Level scale. A Portfolio Level scale is applied on the weighted 
average calculation to round for fractional numerical ratings and then converted to an alpha weighted average rating. Cash is included and receives the highest rating.

The views expressed herein represent the opinions of Brandywine Global Investment Management, LLC  (“Brandywine Global”) or any of its affiliates and are not intended as a forecast 
or guarantee of future results.  All information obtained from sources believed to be accurate and reliable. In rendering portfolio management services, Brandywine Global may use the 
portfolio management services, research and other resources of Brandywine Global Investment Management (Europe) Limited, an affiliate. Please note that portfolio securities may 
have been rated by another Nationally Recognized Statistical Rating Organization. This information should not be considered a solicitation or an offer to provide any Brandywine Global 
service in any jurisdiction where it would be unlawful to do so under the laws of that jurisdiction. Fixed income securities are subject to credit risk and interest rate risk. High yield, 
lower-rated, fixed income securities involve greater risk than investment-grade fixed income securities. There may be additional risks associated with international investments. Interna-
tional securities may be subject to market/currency fluctuations, investment risks, and other risks involving foreign economic, political, monetary, taxation, auditing and/or legal factors. 
International investing may not be suitable for everyone. The Russell 2000 Index measures the performance of the small-cap segment of the U.S. equity universe. Russell® Indices are a 
trademark of Russell Investments. The S&P 500® Index is an index of the common stock prices of 500 widely held U.S. stocks and includes reinvestment of dividends. Standard & Poor’s 
S&P 500® Index is a registered trademark of Standard & Poor’s, a division of the McGraw-Hill Companies Inc. The JP Morgan GBI_EM Global Diversified index excludes countries 
with explicit capital controls and caps country exposure at 10% of total assets, but does not factor in regulatory/tax hurdles in assessing eligibility. Euro Stoxx 50 tracks the 50 largest 
stocks from 12 eurozone countries: Austria, Belgium, Finland, France, Germany, Greece, Ireland, Italy, Luxembourg, the Netherlands, Portugal and Spain. The EURO STOXX 50® index is 
a registered trademark of STOXX Ltd. Characteristics, holdings and sector weightings are subject to change and should not be considered as investment recommendations. Brandywine 
Global’s investment process may prove incorrect, which may have a negative impact on performance. Brandywine Global believes that transactions in any option, future, commodity, 
or other derivative product are not suitable for all persons, and that accordingly, clients should be aware of the risks involved in trading such instruments.  There may be significant 
risks which should be considered prior to investing. Derivatives transactions may increase liquidity risk and introduce other significant risk factors of a complex character. All securities 
trading, whether in stocks, options or other investment vehicles, is speculative in nature and involves substantial risk of loss. Indices are unmanaged and not available for direct invest-
ment. The Barclays Global High-Yield Index is a trademark of Barclays (©2015 Barclays Bank PLC) and provides a broad-based measure of the global high-yield fixed income markets. 
The Barclays Global High-Yield Index represents the union of the U.S. High-Yield, Pan-European High-Yield, U.S. Emerging Markets High-Yield, and Pan-European Emerging Markets 
High-Yield Indices. Barclays Global Aggregate Index measures global investment grade debt from twenty-four different local currency markets. This multi-currency benchmark includes 
fixed-rate treasury, government-related, corporate and securitized bonds from both developed and emerging markets issuers. The Global Aggregate Index is largely comprised of three 
major regional aggregate components: the US Aggregate, the Pan-European Aggregate, and the Asian-Pacific Aggregate Index. The Barclays U.S. Corporate High Yield Index covers the 
universe of fixed rate, non-investment grade debt. Eurobonds and debt issues from countries designated as emerging markets (e.g., Argentina, Brazil, Venezuela, etc.) are excluded, but 
Canadian and global bonds (SEC registered) of issuers in non-EMG countries are included. The Pan-European High-Yield Index measures the market of non-investment grade, fixed-rate 
corporate bonds denominated in the following currencies: euro, Pounds sterling, Norwegian krone, Swedish krona, and Swiss franc. Securities are classified as high yield if the middle 
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rating of Moody’s, Fitch, and S&P is Ba1/BB+/BB+ or below. Inclusion is based on the currency of issue, and not the domicile of the issuer. All indices are unmanaged and not available 
for direct investment. Unless otherwise noted, performance returns and other data are current as of the date stated at the top of the page. Brandywine Global will not undertake to 
update the information at a later date. Past performance is no guarantee of future results. 

©2015, Brandywine Global Investment Management, LLC. All rights reserved.
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Global High Yield Composite   |   As of March 31, 2015   |   Results shown in USD - Final

ANNUALIZED RETURNS
COMPOSITE RETURN 
GROSS OF FEES (%)

COMPOSITE RETURN 
NET OF FEES (%) BGHY3 (%)

1 YEAR 0.71 0.06 -2.25
3 YEAR 7.74 7.05 6.38 
5 YEAR 10.39 9.69 7.92 

SINCE INCEPTION 01/2010 10.34 9.63 8.44 

CALENDAR YEAR RETURNS

YEAR 
OR YTD

COMPOSITE 
RETURN GROSS 

OF FEES (%)

COMPOSITE 
RETURN NET 
OF FEES (%) BGHY3 (%)

NUMBER 
OF 

ACCOUNTS

MARKET 
VALUE 

(MILLIONS)

TOTAL 
FIRM ASSETS 

(MILLIONS)

COMPOSITE 
DISPERSION 

(%)

COMPOSITE 
ST. DEV. 

(% 3-YEAR 
ROLLING)

BGHY 
ST. DEV. 

(% 3-YEAR 
ROLLING)

2015 2.75 2.59 0.65 6 504 66,493 0.18 5.38 5.63 
2014 1.02 0.37 0.01 6 495 63,375 N/M 5.53 5.90 
2013 7.48 6.79 7.33 5 189 50,050 N/M 6.58 7.90 
2012 18.02 17.26 19.60 4 128 42,894 N/M 7.00 8.97 
2011 7.20 6.51 3.12 2 39 33,122 N/M N/M N/M
2010 18.73 17.98 14.83 1 18 31,996 N/M N/M N/M

Organization 
Brandywine Global Investment Management, LLC (the “Firm”) is a wholly owned, independently operated, subsidiary of Legg Mason, Inc. The Firm has prepared and presented this 
report in compliance with the Global Investment Performance Standards (GIPS).  For the periods July 1, 2000 through June 30, 2013, the Firm has been verified by Kreischer Miller. A 
verification includes assessing whether the Firm (1) complied with the composite construction requirements of the GIPS standards on a firm-wide basis, and (2) designed its processes 
and procedures to calculate and present performance results in compliance with the GIPS standards. A copy of the verification report is available upon request.  Disclosed total firm 
assets represent the total market value of all discretionary and nondiscretionary, fee-paying and non-fee-paying assets under the Firm’s management. 
 
Composite Description 
The Global High Yield Composite (the “Composite”) Inception date: January 1, 2010. Creation date: January 1, 2010.  The Composite includes all fully discretionary, fee-paying, actively 
managed Global High Yield Non-Constrained accounts with no composite minimums. The holdings consist of high yielding instruments issued globally that Brandywine believes are 
going to produce a high level of current income and capital appreciation. The portfolios are typically invested in 50-100 securities.  Effective 11/30/12, the secondary benchmark was 
changed to the BofA Merrill Lynch Global High Yield, which is more reflective of the strategy. 
 
Benchmark 
The Barclays Capital Global High-Yield Index provides a broad-based measure of the global high-yield fixed income markets. The Global High-Yield Index represents that union of the 
U.S. High-Yield, Pan-European High-Yield, U.S. Emerging Markets High-Yield, CMBS High-Yield, and Pan-European Emerging Markets High-Yield Indices. The BofA Merrill Lynch Global 
High Yield Index tracks the performance of USD, CAD, GBP, and EUR denominated below investment grade corporate debt publicly issued in the major domestic or eurobond markets. 
 
Performance Calculation 
Preliminary data, if so noted, reflects unreconciled data for the most recent reporting period.  Portfolios are valued daily on a trade date basis and include dividends and interest as well 
as all realized and unrealized capital gains and losses. Return calculations at the portfolio level are time-weighted to account for periodic contributions and withdrawals. Performance 
results are calculated on a before tax, total return basis. The Composite returns consist of size-weighted portfolio returns using beginning of period values to weight the portfolio 
returns. Monthly linking of interim performance results is used to calculate quarterly and annual returns. Composite’s valuations and returns are computed in U.S. Dollars (“USD”). The 
results are presented in USD or in other currencies (to accommodate overseas investors), the latter by converting monthly USD returns into other currency returns using the appropriate 
currency exchange rate returns. Gross returns reflect the deduction of trading expenses. Net of fee returns reflect the deduction of trading expenses and the highest investment manage-
ment fees charged within the composite membership as stated in the fee schedule below. Composite dispersion is calculated using the asset-weighted standard deviation method for 
all portfolios that were in the Composite for the entire year. Composite dispersion is not presented for periods with five or fewer portfolios. The number of accounts and market values 
are as of the end of the period.  The three-year annualized standard deviation measures the variability of the composite and the benchmark returns over the preceding 36-month period. 
Past performance is no guarantee of future results. A complete list describing the Firm’s composites as well as any additional information regarding the Firm’s policies for calculating 
and reporting performance results is available upon request. 
 
Fee Schedule 
Institutional Client Separate Account Management Fee Schedule (minimum initial investment: $5 million): 0.650% on the first $25 million; 0.600% on the next $75 million, and 0.550%  
on any portion of assets in excess of $100 million.  Institutional Client Commingled Account Management Global Investment Trust Fee Schedule (minimum initial investment: $1 million): 
0.650% on the first $25 million; 0.600% on the next $75 million, and 0.550% on any portion of assets in excess of $100 million. Additional information on the Firm’s fee schedule can be 
found in Form ADV Part 2A which is available upon request.
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High Yield Composite   |   As of March 31, 2015   |   Results shown in USD - Final

ANNUALIZED RETURNS
COMPOSITE RETURN 
GROSS OF FEES (%)

COMPOSITE RETURN 
NET OF FEES (%) BUSHY5 (%)

1 YEAR 1.47 0.81 2.00 
3 YEAR 8.01 7.31 7.46 
5 YEAR 10.77 10.06 8.58 

SINCE INCEPTION 01/2010 10.69 9.98 9.10 

CALENDAR YEAR RETURNS

YEAR 
OR YTD

COMPOSITE 
RETURN GROSS 

OF FEES (%)

COMPOSITE 
RETURN NET 
OF FEES (%) BUSHY5 (%)

NUMBER 
OF 

ACCOUNTS

MARKET 
VALUE 

(MILLIONS)

TOTAL 
FIRM ASSETS 

(MILLIONS)

COMPOSITE 
DISPERSION 

(%)

COMPOSITE 
ST. DEV. 

(% 3-YEAR 
ROLLING)

BCUSCHY 
ST. DEV. 

(% 3-YEAR 
ROLLING)

2015 3.27 3.10 2.52 6 356 66,493 0.13 4.63 4.32 
2014 1.39 0.74 2.45 6 361 63,375 N/M 4.75 4.50 
2013 8.94 8.24 7.44 5 144 50,050 N/M 5.84 6.41 
2012 14.74 14.01 15.81 5 98 42,894 N/M 6.49 7.08 
2011 9.63 8.93 4.98 2 29 33,122 N/M N/M N/M
2010 18.79 18.03 15.12 1 17 31,996 N/M N/M N/M

Organization 
Brandywine Global Investment Management, LLC (the “Firm”) is a wholly owned, independently operated, subsidiary of Legg Mason, Inc. The Firm has prepared and presented this 
report in compliance with the Global Investment Performance Standards (GIPS).  For the periods July 1, 2000 through June 30, 2013, the Firm has been verified by Kreischer Miller. A 
verification includes assessing whether the Firm (1) complied with the composite construction requirements of the GIPS standards on a firm-wide basis, and (2) designed its processes 
and procedures to calculate and present performance results in compliance with the GIPS standards. A copy of the verification report is available upon request.  Disclosed total firm 
assets represent the total market value of all discretionary and nondiscretionary, fee-paying and non-fee-paying assets under the Firm’s management. 
 
Composite Description 
The High Yield Composite (the “Composite”) Inception date: January 1, 2010. Creation date: January 1, 2010.  The Composite includes all fully discretionary, fee-paying, actively 
managed High Yield Non-Constrained accounts with no composite minimums. The holdings consist of  high yielding instruments primarily issued in the United States that Brandywine 
believes are going to produce a high level of current income and capital appreciation. The portfolios are typically invested in 50-100 securities.  Effective 11/30/12, the secondary bench-
mark was changed to the BofA Merrill Lynch US High Yield, which is more reflective of the strategy. 
 
Benchmark 
The Barclays Capital U.S. Corporate Yield Index covers the universe of fixed rate, non-investment grade debt. Eurobonds and debt issues from countries designated as emerging markets 
(e.g., Argentina, Brazil, Venezuela, etc.) are excluded, but Canadian and global bonds (SEC registered) of issuers in non-EMG countries are included. Original issue zeroes, step-up 
coupon structures, 144-As and pay-in-kind bonds (PIKs, as of October 1, 2009) are also included. The BofA Merrill Lynch US High Yield Index tracks the performance of USD denominated 
below investment grade corporate debt publicly issued in the major domestic markets. 
 
Performance Calculation 
Preliminary data, if so noted, reflects unreconciled data for the most recent reporting period.  Portfolios are valued daily on a trade date basis and include dividends and interest as well 
as all realized and unrealized capital gains and losses. Return calculations at the portfolio level are time-weighted to account for periodic contributions and withdrawals. Performance 
results are calculated on a before tax, total return basis. The Composite returns consist of size-weighted portfolio returns using beginning of period values to weight the portfolio 
returns. Monthly linking of interim performance results is used to calculate quarterly and annual returns. Composite’s valuations and returns are computed in U.S. Dollars (“USD”). The 
results are presented in USD or in other currencies (to accommodate overseas investors), the latter by converting monthly USD returns into other currency returns using the appropriate 
currency exchange rate returns. Gross returns reflect the deduction of trading expenses. Net of fee returns reflect the deduction of trading expenses and the highest investment manage-
ment fees charged within the composite membership as stated in the fee schedule below. Composite dispersion is calculated using the asset-weighted standard deviation method for 
all portfolios that were in the Composite for the entire year. Composite dispersion is not presented for periods with five or fewer portfolios. The number of accounts and market values 
are as of the end of the period.  The three-year annualized standard deviation measures the variability of the composite and the benchmark returns over the preceding 36-month period. 
Past performance is no guarantee of future results. A complete list describing the Firm’s composites as well as any additional information regarding the Firm’s policies for calculating 
and reporting performance results is available upon request. 
 
Fee Schedule 
Institutional Client Separate Account Management Fee Schedule (minimum initial investment: $5 million): 0.650% on the first $25 million; 0.600% on the next $75 million, and 0.550%  
on any portion of assets in excess of $100 million.  Additional information on the Firm’s fee schedule can be found in Form ADV Part 2A which is available upon request.

Brandywine Global Investment Management, LLC


