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“Long-dated treasuries had a huge move from

the beginning of 2014 through to the end of
January 2015. Popular bond ETF, TLT US,
realised capital returns of nearly 35%. However
since its peak the bond ETF has fallen some
13%.”

Long-dated treasuries had a huge move from the beginning of 2014 through to the end of January 2015. Popular bond ETF, TLT US,
realised capital returns of nearly 35%. However since its peak the bond ETF has fallen some 13%. In yield terms, the US 10 year bond
reached 3% in early 2014, before declining to a low of 1.65% before selling off to reach a yield of 2.3%.
The original buy case for treasuries rested on a number of arguments.
Firstly, US treasuries have attractive real yields. This is still the case.

Secondly, US treasuries are attractively priced versus other government bonds. This is still the case.
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Thirdly, depreciating Asian currencies tend to be bond bullish. The JP Morgan Asia Dollar Index (ADXY Index) continues to be in a bear
market, or in other words Asian currencies continue to weaken.

Intriguingly, US 5 year bonds have remained in the same range for the past two years, which indicates to me that there has been no
meaningful change in forecasted view of short term rates in the US.

In short, I find nothing much has changed in macro terms to affect bond prices. However I do find that the investor positioning which was
very bearish on bonds in early 2014 has become more bullish over the past year.
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TLT US saw shares outstanding triple from January 2014 as investors chased the returns on offer from treasuries. Redemptions in early
May have seen shares outstanding fall to 43.6m from a peak of 60m suggesting to me that investors have become more bearish on bonds.

Relative performance of bonds versus equities have reversed all of their outperformance from the beginning of the year.
After a strong move from January 2014 US treasuries have now sold off to what look very attractive levels to my mind.
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DISCLAIMER
This Market View has been prepared and issued by Russell Clark Investment Management Ltd (the "Firm") authorised and regulated
by the Financial Conduct Authority. It has been approved as a financial promotion by the Firm and as such is intended for
professional clients and eligible counterparties only and is not intended for retail client use. It is not intended for distribution to
any country where such distribution or use would be contrary to local law or regulation.
This Market View is provided for information purposes only and should not be regarded as an offer to buy or sell any investments or
related services that may be referenced herein. No guarantee is made as to the accuracy of the information provided which has been
obtained from sources believed to be reliable. The view expressed in this Market View are the views of the portfolio manager at time
of publication and may change over time. Nothing in this Market View constitutes investment, legal tax or other advice nor is it to be
relied upon in making an investment decision. No recommendation is made positive or otherwise regarding individual securities
mentioned herein. Past performance is not indicative of future performance. The price of investments can go up as well as down and
can be affected by changes in the rates of exchange. The information contained in this document is strictly confidential and is
intended only for the use of the person who has been provided the Market View by the Firm. No part of this Market View may be
divulged to any person, distributed, resold and or reproduced without the prior written permission of the Firm.
Where “forward looking” information, including estimates, projections and subjective analysis and judgement are provided no
representation as to the accuracy of such projections or estimates or that they may be realised. Certain assumptions used in
formulating such “forward looking” information may differ materially from actual events or conditions.
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