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ABOUT CONNING®
Investment Philoso P hy and Process Conning (www.conning.com) is a leading
. o . . . X global investment management firm with
Our process utilizes a quantitative valuation model (to generate ideas and monitor the convertible market), funda- almost $109 billion in global assets under
mental credit research, and disciplined risk control processes focused on both individual issues and the portfolios management as of December 31, 2016.*

With a long history of serving the insurance

aggregate risk characteristics. We primarily invest in the total return and bond alternative segments of the market, ; - © Insure
industry, Conning supports institutional

scaling out of high priced convertibles as they become more equity sensitive and better opportunities are available. investors, including pension plans, with
Bond Alternative Total Return Instrument Equity Sensitive investment solutions and asset manage-
“out of the money” “at the money” “in the money”, ment offerings, award-winning risk modeling

software, and industry research. Founded
Sell Discipline in 1912, Conning has offices in Boston,
Cologne, Hartford, Hong Kong, London, New

Conning York, and Tokyo.
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combined global assets under manage-
Parity (valuelif converted into ment for the affiliated firms under Conning
Conversion Premium stock) Bond Value Holdings Limited, and Cathay Securities
Investment Trust Co., Ltd. (“SITE”). SITE
reports internally into Conning Asia Pacific
Limited, but is a separate legal entity under
Premium between Cathay Financial Holding Co., Ltd. which is
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On a selective basis, our core investment grade portfolio has some exposure to lower quality issues to improve both

diversification and return. Our goal is to have total return volatility similar to the investment grade convertible
indices — which are about halfway between investment grade bonds and stocks — while capturing most of the extra

return of common stocks.
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Risks of Investing in Convertible Securities
*  Equity market declines which reduces the value of convertibles” equity conversion features

* A high level of corporate defaults or a sharp widening in corporate bond spreads which reduces the value of
convertibles’ fixed income floors

*  Low supply of issues due to prolonged low interest rates and strong demand for investment grade corporate and
high yield debt

Convertible Market Overview 4Q16

*  Theinvestment grade (+4.46%) and speculative grade index (+4.07%) both outperformed the S&P 500 (+3.82%)
in the fourth quarter again benefiting from the outperformance of smaller capitalization stocks and lower quality
bonds. The total convertible index (+2.61%) underperformed the two rated indices due to the underperformance of
the not rated securities that make up 41% of the index.

*  For the full year the total convertible index (+11.70%) almost outperformed the S&P 500 (+11.95%) as smaller
capitalization stocks and lower quality bonds outperformed despite being down in the first six weeks of the year.
Speculative grade convertibles (+19.22%) outperformed the investment grade index (+13.95%.)

¢ Convertible valuations and risk levels did not change much during the fourth quarter. Valuations are still cheaper
than normal and risk levels are in the middle of the range they have been in since 2009. Convertible current yields
declined during the third quarter but the 10 year US Treasury yield moved above them for the first time since the
third quarter of 2014. Convertible issuance declined slightly in the fourth quarter but full year issuance was still
higher than 2015 issuance.

ORGANIZATION

Conning, Inc., Goodwin Capital Advisers, Inc., Conning Invest-
ment Products, Inc., a FINRA-registered broker dealer, Conning
Asset Management Limited, Conning Asia Pacific Limited and Oc-
tagon Credit Investors, LLC are all direct or indirect subsidiaries
of Conning Holdings Limited (collectively, “Conning”) which is one
of the family of companies owned by Cathay Financial Holding
Co., Ltd., a Taiwan-based company. Conning has offices in Bos-
ton, Cologne, Hartford, Hong Kong, London, New York, and Tokyo.

Conning, Inc., Conning Investment Products, Inc., Goodwin Capi-
tal Advisers, Inc., and Octagon Credit Investors, LLC are regis-
tered with the Securities and Exchange Commission (“SEC”)
under the Investment Advisers Act of 1940 and have noticed
other jurisdictions they are conducting securities advisory busi-
ness when required by law. In any other jurisdictions where they
have not provided notice and are not exempt or excluded from
those laws, they cannot transact business as an investment ad-
viser and may not be able to respond to individual inquiries if
the response could potentially lead to a transaction in securities.

Conning, Inc. is also registered with the National Futures Associa-
tion. Conning Investment Products, Inc. is also registered with
the Ontario Securities Commission. Conning Asset Management
Limited is Authorised and regulated by the United Kingdom'’s Fi-
nancial Conduct Authority (FCA#189316), and Conning Asia Pa-
cific Limited is regulated by Hong Kong’s Securities and Futures
Commission for Types 1, 4 and 9 regulated activities. Conning
primarily provides asset management services for third-party
assets. Conning predominantly invests client portfolios in fixed
income strategies in accordance with guidelines supplied by its
institutional clients.

For complete details regarding Conning and its services, you
should refer to our Form ADV Part 2, which may be obtained by
calling us.

©2017 Conning, Inc. This document and the software described
within are copyrighted with all rights reserved. No part of this
document may be distributed, reproduced, transcribed, transmit-
ted, stored in an electronic retrieval system, or translated into
any language in any form by any means without the prior written
permission of Conning. Conning does not make any warranties,
express or implied, in this document. In no event shall Conning
be liable for damages of any kind arising out of the use of this
document or the information contained within it. This document
is not intended to be complete, and we do not guarantee its ac-
curacy. Any opinion expressed herein is subject to change at any
time without notice.

This document contains information that is confidential or pro-
prietary to Conning (or their direct and indirect subsidiaries).
By accepting this document you agree that: (1) if there is any
pre-existing contract containing disclosure and use restrictions
between your company and Conning, you and your company will
use this information in reliance on and subject to the terms of
any such pre-existing contract; or (2) if there is no contractual
relationship between you and your company and Conning, you
and your company agree to protect this information and not to
reproduce, disclose or use the information in any way, except as
may be required by law.

This material is for informational purposes only and should not
be interpreted as an offer to sell, or a solicitation or recommen-
dation of an offer to buy any security, product or service, or retain
Conning for investment advisory services. This information is not
intended to be nor should it be used as investment advice.
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