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Introduction:
What Should be the Role of Fixed Income?

A source of stable income...

...a resource to enhance yield over cash...

...a source of liquidity...

...and a diversification tool to complement equities

LET’S NOT FORGET THE TRUE ROLE OF FIXED INCOME
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Fixed Income is Not What it Used to Be:
The Zero Yield Boundary Issue

As of 30 Sep 2014
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But All is Not Lost:
Some Countries Still Offer Value

As of 30 Sep 2014
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But All is Not Lost:
Some Countries Have Stable Yield Structures

As of 30 Sep 2014

5-YEAR GOVERNMENT BOND PRICE VOLATILITY (%)
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But All is Not Lost:
Some Structural Improving Stories Are Worth Capturing

As of 30 Sep 2014
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Let’s Talk About Credit

As of 30 Sep 2014

HISTORICAL OPTION ADJUSTED SPREADS (%)
Since December 2000
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Nothing Wrong on This Side

As of 30 Sep 2014

HIGH YIELD TRAILING 12-MONTH DEFAULT RATE (%)
From December 1998
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Security Selection Remains Key

As of 30 Sep 2014

PHONES 4 U 9.5% 01 APR 2018
Price Action 29 Aug 2014 — 30 Sep 2014

i, 01 Sep 2014: 8.00am CHRR TSN RSO NN SO U SO O F

= P HERE RN  Vodafone announces end of contract il T S S S S S S R i 1111

Phones 4 U conference call A A T L
..I...:...E...:...E...:.....:...i...:...i...:...i...:...i .......... FSU

‘158 0 L O O O L O O 00 % % AN

........ =70

20001 02 03 04 05 08 09/10 11 12 15 16 17 18 19 22 23 24 2930 [ 01

Sep 2014 Jat 1014
Moody’s Cuts
Rating to CCC+
Source: T. Rowe Price

Moody’s Cuts Bond Defaults at
Examples and logos shown are for illustrative purposes only.

Rating to C Moody’s
The specific securities identified and described above do not necessarily represent securities purchased, sold, or recommended, and no assumptions should be made that the securities
identified and discussed will be profitable.

INVEST WITH CONFIDENCE® T. ROWE PRICE 9



But This is the Issue:
Credit Tends to Have High Correlation with Equities

As of 30 Sep 2014

CURRENT YIELD ABOVE GBP CASH VS. HISTORICAL CORRELATION
Last 10 years
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*Yield shown is on a hedged basis in UK Sterling. Volatility is based on the monthly returns each asset class hedged into UK Sterling
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Liquidity has Deteriorated

As of 30 Sep 2014

LIQUIDITY ON CORPORATE BOND MARKET
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Is There a Tradeoff Between Credit
and Emerging Markets?

As of 30 Sep 2014
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Selective Government Markets Can Offer
Attractive Premiums to Cash...

As of 30 Sep 2014

CURRENT YIELD ABOVE EUR CASH VS. HISTORICAL VOLATILITY

Last 10 years
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-..And a Better Potential Hedge
against Equity Movements

As of 30 Sep 2014

CURRENT YIELD ABOVE GBP CASH VS. HISTORICAL CORRELATION
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-.Especially in a World of Low Volatility

As of 30 Sep 2014

VOLATILITY LEVELS
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3-MONTH AT THE MONEY OPTION
IMPLIED VOLATILITY
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Conclusion

WHAT DO YOU THINK?
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Additional Information

This document, including any statements, information, data and content contained therein and any materials, information, images, links, sounds, graphics or video provided in
conjunction with this document (collectively “Materials”) are being furnished by T. Rowe Price for your general informational purposes only. The Materials are not intended for use by
persons in jurisdictions which prohibit or restrict the distribution of the Materials and in certain countries these Materials are only provided upon specific request. It is not intended for
distribution to retail investors in any jurisdiction. Under no circumstances should the Materials, in whole or in part, be copied, redistributed or shown to any person without consent
from T. Rowe Price. The Materials do not constitute a distribution, an offer, an invitation, recommendation or solicitation to sell or buy any securities in any jurisdiction. The Materials
have not been reviewed by any regulatory authority in any jurisdiction. The Materials do not constitute investment advice and should not be relied upon. Investors should seek
independent legal and financial advice, including advice as to tax consequences, before making any investment decision.

Issued in the EEA by T. Rowe Price International Limited (“TRPIL”), 60 Queen Victoria Street, London EC4N 4TZ which is authorised and regulated by the Financial Conduct
Authority. For Qualified Investors only.

T. ROWE PRICE, INVEST WITH CONFIDENCE and the Bighorn Sheep design are, collectively and/or apart, trademarks or registered trademarks of T. Rowe Price Group, Inc. in the
United States, European Union, and other countries. This material is intended for use only in select countries.
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