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The committee will maintain the target 
range for the federal funds rate at 0 to 
0.25% and anticipates that economic 
conditions are likely to warrant 
exceptionally low levels of the federal 
funds rate for an extended period. 
FOMC Statement 23 September 2009

The case for credit: attractive valuations

� Economic outlook appears 
supportive for credit. Carry strategies 
are back in vogue.

� Historic opportunity: investment 
grade market still implying 
a recession

Source: Moody’s / Federal Reserve.

� High yield market pricing in approx. 6-
7%  default rate. Looking a bit pricey, 
particularly if you believe in a low 
growth outlook.
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Credit: still in a sweet spot 

Source: Morgan Stanley Equity & Credit Strategy
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Corporate yields vs. cash: The arbitrage is still t here!

Yield advantage vs. cash

Source: UBS/Bloomberg as at 18.09.09.



�

4

Credit Spreads no longer at Great Depression levels , but still cheap enough 

Valuations Bounce Back to Only “Once-in-a-Decade” C heap 

Source: Morgan Stanley, Moody’s, The Yield Book, NBER.
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Investment grade: spreads at recessionary levels

� Financials look attractive, particularly 
versus non-financials – BUT on a 
very selective basis

� Capital raisings, lower leverage 
and tougher regulatory environment 
are positive developments 
for bondholders600
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European banks have made real progress in deleverag ing

� Rights Issues, debt repurchases, 
deleveraging, organic earnings 
and insurance schemes have 
brought about a rise in bank's 
loss absorption capacity

� Going forward a tougher regulatory 
environment can only be good news 
for bondholders

� These days banks are less keen 
to lend due to uncertainty over 

Solvency in large European banks has improved, desp ite record write-downs and charge-offs

Bank
Raised 
equity

09e 
profitable

Core Tier 1 Ratio TCE/TA

YE07 Current (2Q09) 2009 Est. YE08 Current (2Q09)

Banco Popular � � 6.4% 7.4% 7.5% 6.9% 6.5%

Banco Sabadell � 6.1% - 7.8% - 5.7%

Bankinter � � 5.2% - 6.8% - 4.2%

BBVA � 5.5% 6.9% 7.7% 4.4% 4.6%

BNP Paribas � 5.6% 7.2% 6.9% 2.0% 2.3%

Commerzbank � 5.6% 2.9% 3.8% 1.1% 0.9%

Credit Agricole S.A. � 7.4% - 8.9% 3.8% -

Credit Suisse Group � � 9.8% 10.4% 11.3% 1.6% 2.0%

Danske Bank � � 5.6% 8.2% 8.4% 2.7% 2.8%

Deutsche Bank � � 7.0% 7.8% 8.3% 2.0% 2.6%

to lend due to uncertainty over 
the macro outlook rather than 
inability to lend

� Oligopoly situation developing 
in parts of the banking system. 
Super-normal profits on the horizon.

� Governments don't want 
"another Lehman "

Note: BNP Paribas and SocGen core Tier 1 include preferred shares issued to the French govt. Lloyds and B shares. *MPS and ISP report under Basel I. 
Source: Morgan Stanley Research estimates, Bloomberg, company reports, October 09.

HSBC � � 8.1% 8.8% 9.3% 3.7% 3.7%

Intesa Sanpaolo* � 5.9% 6.6% 6.8% 3.3% 4.3%

Lloyds Banking Group � - 14.5% 12.9% - 2.0%

Monte dei Paschi di Siena* � 4.0% 5.1% 5.6% - 3.8%

Nordea � � 7.3% 10.3% 10.5% 4.0% 4.7%

Royal Bank of Scotland � 4.0% 13.6% 11.4% 3.5% 5.5%

Santander � � 6.3% 7.5% 7.6% 4.3% 4.6%

SEB � � 8.4% 11.3% 11.6% 3.3% 4.2%

Societe Generale � 5.5% 7.3% 7.8% 2.2% 2.7%

Standard Chartered Bank � � 6.6% 7.6% 7.5% - 4.1%

Svenska Handelsbanken � 9.5% 10.3% 10.2% 3.3% 3.5%

Swedbank � 7.3% 12.1% 11.2% 3.8% 3.9%

UBS � � 7.1% 10.1% 11.4% 1.8% 2.4%

Unicredit � � 5.8% 6.9% 6.9% 2.8% 3.8%

Average 6.5% 8.7% 8.7% 3.2% 3.7%
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Bank Capital: Where to invest?

� In the main avoid banks that have had state assista nce; 
particularly when investing in deeply subordinated bank capital

� Coupon deferral still a material risk. EU Commissio n 
on the warpath eg. Commerzbank, HSH Nordbank, 
Bayerische Landesbank

� Be aware of language in the covenant package. Look out for 

Right name, right place, right language in the Cove nant Package are all key

� Be aware of language in the covenant package. Look out for 
cumulative language in the event coupons are passed  and 
"equity settlement" features in deeply subordinated  notes

� In Jupiter Strategic Bond approx. 20% out of 27% ex posure 
to banks is in senior and Lower Tier 2 paper
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High yield: tough economic environment favours qual ity junk

U.S High yield spreads vs. default rates

High-yield spreads
1019bp

High-yield defaults
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� Post recent rally high yield is about fair value to  expensive. However, the technicals 
are supportive.

� Selectively there are some good opportunities.  Fun d sticking predominantly to the 
BB sweet-spot/defensives.

Source: JP Morgan,  Moody’s, Bloomberg.
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Daily Mail: It’s not just about Newspapers

Daily Mail 5.75% 2018 (Price vs. Yield)

� Less than a third of profits come 
from Newspapers

� Company aiming to get back it’s investment 
grade rating

� Options galore: cut the dividend,
asset disposals, rights issue
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ITV: Massive deleveraging potential

ITV 6.125% 2017 (Price vs. Yield)

� Finance Director targeting leverage 
of 1.5x-2x EBITDA

� Much stronger focus on cash 
flow generation

� Company has options: Rights issue, 
asset disposals

90 16.0

Price Yield

asset disposals

� Case to be made that we are at bottom 
of advertising cycle

Source: Bloomberg as at 25.09.09.

60

70

80

May 09 Jun 09 Jul 09 Aug 09 Sep 09

10.0

12.0

14.0



�

11

Softbank – JWBS Funding

� Fastest growing wireless operator in Japan. 
No. 3 by market share.

� Notes issued to finance LBO of Vodafone Japan in 20 06

� Company generates almost ¥250bn of free cash flow. 
Currently 3.1x levered.

One of the most compelling opportunities in credit today

� 16% yield to call in November 2011

� Huge step-up in outstanding pref. notes and covenan t 
restrictions on the JWBS notes mean notes are likel y
to be called in 2011

� Company has purchased back ¥247bn in the open marke t
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Portfolio breakdown by rating

� Average rating BBB–

� Third of high yield exposure
is in the BB space

High Yield
38% Investment Grade

62%

Source: Jupiter as at 07.10.09.
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Portfolio breakdown by country and sector

Country – currently a European bias Sector – currently  a defensive bias

United States
11.1%

Australia
2.3% Britain

43.0%

Netherlands

Spain
1.2%Norway

3.7%

Other*
3.0%

Consumer 
Discretionary

2.9%

Media

Consumer Non 
Discretionary

3.5% Financials 
(Banks, 

Insurance, Div. 
Financials)

48.3%

Utilities
2.4%

Source: Jupiter as at 30.09.09.  Excludes cash.  
*Other includes Sweden, Czech, Bermuda, Mexico and L uxembourg, all <1%

France
3.7%

Denmark
1.5%

Netherlands
5.3%

Ireland
1.4%

Japan
4.2%

Germany
17.0% Finland

1.1%

South Africa
1.5%

Industrials
18.3%

14.0%
48.3%

Telecoms
2.1%

Tobacco
6.5%

Property 
2.1%
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Top ten holdings by issuer (in alphabetical order)

Company % Sector

Altria Group 2.97 Tobacco

Barclays Bank 2.88 Financials

Deut Pfandbriefbank 2.31 Financials

Friends Provident Group 2.50 Financials

Goldman Sachs Group 3.20 Financials

IKB Deutsche Industriebk 4.39 Financials

Source: Jupiter as at 07.10.09.

IKB Deutsche Industriebk 4.39 Financials

Imperial Tobacco Finance 2.93 Financials

ITV 2.45 Media

J-WBS Funding KK 4.22 Financials

Standard Chartered Bank 4.22 Financials
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Performance

Performance since launch

Since launch %

Jupiter Strategic Bond Fund 37.22

IBOXX Stg Non Gilts All Maturities 10.25

IMA Sterling Strategic Bond sector average 17.90

Source: Financial Express, bid to bid, net income reinvested 02.06.08 to 30.09.09.

IMA Sterling Strategic Bond sector average 17.90

Sector ranking 4 / 63
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Disclosure

Jupiter Unit Trust Managers Limited (‘JUTM’) and Jupiter Asset Management Limited (‘JAM’) are
both registered in England and Wales (nos. 2009040 and 2036243). The registered office of both is 1
Grosvenor Place, London SW1X 7JJ. JUTM and JAM are authorised and regulated by the Financial
Services Authority whose address is 25 The North Colonnade, Canary Wharf, London E14 5HS.

This presentation is intended for investment professionals and not for the benefit of private investors.
However any one attending the presentation or who has the opportunity to view the accompanying
slides should bear in mind that the value of an investment in a unit trust and the income from it can
go down as well as up. It may be affected by exchange rate variations and you may not get back the
amount invested. Initial charges are likely to have a greater proportionate effect on returns if
investments are liquidated in the shorter term. Quoted yields are not guaranteed. Current tax levels
and reliefs will depend on the nature of the holding and details are contained in the key featuresand reliefs will depend on the nature of the holding and details are contained in the key features
documents. Past performance should not be seen as a guide to future performance.

For your security we may record or randomly monitor all telephone calls. If you are unsure of the
suitability of an investment please contact your financial advisor. Any data or views given should not
be construed as investment advice. Every effort is made to ensure the accuracy of the information
but no assurance or warranties are given.
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