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Making Money out of the Credit
Crunch

Garrett Walsh
Head of Credit Research
Europe & Asia
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 Sub-prime losses...

The Story So Far.....

e Structured credit losses
e Very poor liquidity

e Tighter lending standards
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2 japh US Senior Loan Officer Survey
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US Senior Loan Officer Survey

Net Percentage of Domestic Respondents Tightening Standards for Residential Mortgage Loans
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> Still As Many Questions As Answers...

i‘p‘— Further losses in HELOCs / CRE / Cards?
« The flow of credit?
« Bank solvency..
« The great structured credit unwind?
e Hedge Funds?

 Corporate default rates will rise — but by how
much?

A US recession — 'V’ or ‘L’ shaped? And Europe?
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European CDS Index Spreads (S8)...
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2 japh Credit Currently Pricing In More Bad
i o News Than Equity..
\ves S Wword
5.0 - 0
- 20
4.0 - | 40
- 60
3.0 - [
2.0 - - 100
- 120
1.0 - - 140
- 160
OO I I I I I I I 180

Dec-96 Jun-98 Dec-99 Jun-01 Dec-02 Jun-04 Dec-05 Jun-07

——P/B —— OAS EROQO (right scale, inv.)

1 PIONEER

&Ml Investments®

IAPF Annual Investment Conference : 1st April 2008



| ':,_. a‘Q&

stment Goni el ence
ve d
i Tomonow‘stor\

— Default rates remain low

Default Rates v Credit Spreads

- c. 1% currently but Low Default rates and high spreads
expected to increase to 1200 | 14
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' ":‘xav& But the Technical / Trading Picture
i Remains Challenging In Credit..
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e Still Forced Sellers

A Smaller & More Cautious Buyer Base

Poor ‘Street’ Liquidity
« Redemptions

e A Queue of Issuers
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-\ Short-term Tactical Opportunities
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i\ we ™ _eeUse Derivatives!!!

Pair Trades

CDS indices — to take directional bets

Curve Trades — flatteners + steepeners

Sell short-dated protection
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yo Buy Outright —ideally via the primary
market or from forced sellers

Medium-Long Term Opportunities

e IGV HY?
« Bank Capital?

« Consider Basis Packages
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Unless otherwise stated, all information contained in this presentation is from Pioneer
Investments and is as at 14/03/08

Unless otherwise stated, all views expressed are those of Pioneer Investments as at 14/03/08.
These views are subject to change at any time based on market and other conditions and there
can be no assurances that countries, markets or sectors will perform as expected.

This material does not constitute investment advice or an offering of any investment fund
shares or units and does not take account of the investment objectives or needs of or suitability
requirements of any specific investor. Please seek professional advice before you invest. No
offer of any interest in any product will be made in any jurisdiction in which the offer, solicitation
or sale is not authorised, or to any person to whom it is unlawful to make such offer, solicitation
or sale.

References — Slides 3+4 (US Federal Reserve) Slides 5-8 (S&P), Slide 9 (ECB Lending
Survey), Slide 11 (iBoxx), Slide 12 (BBG), Slide 13 (Moody’s), Slide 14 (ML Index), Slide 15
MSCI/ML Index), Slide 16 (Moody’s).

The content of this document is approved by Pioneer Global Investments Limited for use with
participants at the IAPF Annual Investment Conference only and may not be distributed to third
parties, including the public.

Pioneer Investments is a trading name of the Pioneer Global Asset Management S.p.A. group
of companies.
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