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Historic Precedent 
6bZg^XVÉh�edhi"lVg�ZmeZg^ZcXZ�^h�V�XVhZ�hijYn�d[�]dl�ÒcVcX^Va�
gZegZhh^dc�ldg`h#�>c�&.)+!�[daadl^c\�nZVgh�d[�b^a^iVgn�heZcY^c\!�i]Z�gVi^d�
d[�JH�YZWi"id"\gdhh�YdbZhi^X�egdYjXi��<9E��XgZhiZY�VWdkZ�&'%��
�gdj\]an�i]Z�hVbZ�Vh�Edgij\Va�idYVn�#�Eda^XnbV`Zgh�YZheZgViZan�cZZYZY�
id�YZaZkZgV\Z#�I]^h�lVh�YdcZ�Wn�XgZVi^c\�V�eda^Xn�WVX`Ygde�l]ZgZWn�i]Z�
gViZ�d[�ZXdcdb^X�\gdli]�XdjaY�ZmXZZY�i]Z�gViZ�dc�\dkZgcbZci�YZWi#�
I]Z�eda^X^Zh�ldg`ZY/�Cdb^cVa�\dkZgcbZci�WdcY�n^ZaYh�hiVnZY�WZadl�
cdb^cVa�<9E�\gdli]�Wn�Vc�VkZgV\Z�d[�'#,��eZg�nZVg�[gdb�&.)*�id�&.,.�
�hZZ�Exhibit 1�#

6i�i]Z�hVbZ�i^bZ!�VccjVa�\V^ch�^c�i]Z�XdchjbZg�eg^XZ�^cYZm��8E>�� 
ZmXZZYZY�]^hidg^X�cdgbh�bdgZ�i]Vc�'%�i^bZh�WZilZZc�&.)*�VcY�&.-%#�
6h�V�gZhjai!�i]Z�VkZgV\Z�bdci]an�gZVa�n^ZaY�dc�&%"nZVg�IgZVhjg^Zh�lVh�
cZ\Vi^kZ�[gdb�&.)*�id�&.+&�VcY�aZhh�i]Vc�&#%��WZilZZc�&.)*�VcY�
&.-%#�BVcn�d[�idYVnÉh�^ckZhidgh�]VkZ�cd�ZmeZg^ZcXZ�l^i]�i]^h�ineZ� 
d[�Zck^gdcbZci/�GZVa�n^ZaYh�]VkZ�VkZgV\ZY�(#*��^c�i]Z�(%"eajh� 
nZVgh�h^cXZ�&.-%��hZZ�Exhibit 2�#

I]Z�\dkZgcbZciÉh�YZWi"gZYjXi^dc�Z[[dgih�lZgZ�hjXXZhh[ja#�7n�&.,)!�
6bZg^XVÉh�YZWi"id"<9E�gVi^d�]VY�hiVW^a^oZY�Vi�((�!�V�aZkZa�i]Vi�]ZaY� 
[dg�Vabdhi�V�YZXVYZ��hZZ�Exhibit 3�#�I]^h�YZXa^cZ�XdggZhedcYh�l^i]�i]Z�
gdj\]an�(��eZg�nZVg�a^fj^YVi^dc�Z[[ZXi�gZhjai^c\�[gdb�ÒcVcX^Va�
gZegZhh^dc��GZ^c]Vgi�VcY�HWgVcX^V0�'%&&�#�Eda^XnbV`Zgh�hjeedgiZY�
YZaZkZgV\^c\�i]gdj\]�V�gVc\Z��d[�VYb^c^higVi^kZ�VXi^dch!�^cXajY^c\�i]Z�
&.*&�hlVe�d[�bVg`ZiVWaZ�h]dgi"YViZY�WdcYh�^cid�cdc"bVg`ZiVWaZ�
adc\"YViZY�WdcYh!�gZ\jaVi^dc�F��V�XZ^a^c\�dc�^ciZgZhi�eVnbZcih�[gdb� 
adc\"iZgb�YZbVcY�YZedh^ih�!�Xdcigdah�dc�^ciZgcVi^dcVa�XVe^iVa� 
Ódlh�VcY�V�WVc�dc�i]Z�eg^kViZ�dlcZgh]^e�d[�\daY#

The Least Bad Option 
IdYVn!�\dkZgcbZci�YZWi�^h�V\V^c�V�]ZVYa^cZ�^hhjZÅcdi�_jhi�^c�i]Z� 
JH!�Wji�VXgdhh�i]Z�^cYjhig^Va^oZY�ldgaY#�Dc�V�fjZhi^dcVWaZ�igV_ZXidgn�
WZ[dgZ�i]Z�'%%-�ÒcVcX^Va�Xg^h^h!�YZÒX^i�heZcY^c\�WVaaddcZY�Vh�
\dkZgcbZcih�gZhXjZY�[V^a^c\�eg^kViZ�^chi^iji^dch�VcY�ig^ZY�id�gZ`^cYaZ�
\gdli]�l^i]�iVm�Xjih�VcY�hi^bjajh�heZcY^c\#�>ckZhidgh�cdl�fjZhi^dc�
]dl�i]dhZ�dWa^\Vi^dch�l^aa�WZ�gZhdakZY#�

Exhibit 1: When debt-financing costs are below the pace of 
economic growth, a country’s debt-to-GDP ratio declines
Cdb^cVa�WdcY�n^ZaYh�kZghjh�cdb^cVa�<9E

Exhibit 2: Financial repression results in market distortions that 
will feel foreign to many investors
JcZmeZXiZY�^cÓVi^dc�VcY�cZ\Vi^kZ�\dkZgcbZci�WdcY�n^ZaYh

The US government successfully reduced debt 
using financial repression after World War II

America’s debt-to-GDP ratio improved from  
121% in 1946 to 33% in 1974
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HdjgXZh/�8dc\gZhh^dcVa�7jY\Zi�D[ÒXZ0�;ZYZgVa�GZhZgkZ0�JH�IgZVhjgn0�GdWZgi�
H]^aaZg0�;VXiHZi0�6aa^Vco�<adWVa�>ckZhidgh#�9ViV�Vh�d[�&'$(&$&'#

HdjgXZh/�JH�IgZVhjgn0�GdWZgi�H]^aaZg0�;VXiHZi0�6aa^Vco�<adWVa�>ckZhidgh#�9ViV� 
Vh�d[�&'$(&$&'#
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LZ�hZZ�[djg�edhh^W^a^i^Zh�[dg�\dkZgcbZcih�i]Vi�cZZY�id�YZaZkZgV\Z0�
ZVX]�VeegdVX]�]Vh�kVgn^c\�YZ\gZZh�d[�bZg^i�VcY�egdheZXih�[dg� 
^beaZbZciVi^dc#

1.  Growth. :be^g^XVa�Zk^YZcXZ�hj\\Zhih�djieji�l^aa�gZbV^c�iZe^Y#�>c� 
V�'%&'�^ckZhi^\Vi^dc!�i]Z�ZXdcdb^hih�8VgbZc�GZ^c]Vgi!�K^cXZci�
GZ^c]Vgi�VcY�@ZccZi]�Gd\d[[�ZmVb^cZY�'+�Ze^hdYZh�d[�ejWa^X�YZWi�
dkZg]Vc\h�h^cXZ�&-%%#�I]Zn�[djcY�i]Vi�^c�'(�d[�'+�XVhZh!�Xdjcig^Zh�
ZmeZg^ZcXZY�ÆhjWhiVci^Vaan�hadlZg�\gdli]Ç�l]Zc�i]Z�YZWi"id"<9E��
gVi^d�lVh�VWdkZ�.%�#�7ZndcY�i]Vi�ed^ci!�VkZgV\Z�VccjVa�djieji�lVh� 
&#'��adlZg�i]Vc�^i�ldjaY�]VkZ�WZZc�di]Zgl^hZ#�

2.  Austerity. 7Zai�i^\]iZc^c\�gZfj^gZh�i^bZ�VcY�V�l^aa^c\�ZaZXidgViZ!�
cZ^i]Zg�d[�l]^X]�VgZ�^c�\gZVi�hjeean#�6ci^"VjhiZg^in�bdkZbZcih� 
VgZ�W^\�VcY�kdXVa�Vadc\�:jgdeZÉh�higj\\a^c\�hdji]Zgc�eZg^bZiZg#� 
JcZbeadnbZci�gZ\^dcVaan�^h�Vi�V�gZXdgY�&&#-��VcY�g^h^c\#�
?dWaZhhcZhh�^c�HeV^c�VcY�<gZZXZ�^h�XdbeVgVWaZ�l^i]�aZkZah�hZZc�
Yjg^c\�i]Z�<gZVi�9ZegZhh^dc�^c�i]Z�JH#�>c�LVh]^c\idc!�l]ZgZ�ÒhXVa�
YZÒX^ih�VgZ�[Vg�bdgZ�Xdbbdc�i]Vc�cdi!�egdheZXi^kZ�WjY\Zi�Xjih�
gZbV^c�YZZean�XdciZci^djh#

3.  Debt restructuring or default. 6�`Zn�egdWaZb�l^i]�YZ[Vjai�^h 
i]Vi�^i�ZgdYZh�i]Z�eg^kViZ"hZXidgÉh�WVaVcXZ�h]ZZi#�HnhiZb^X�h]dX`h�
gZhjai^c\�[gdb�V�bV_dg�YZkZadeZY"bVg`Zi�\dkZgcbZci�YZ[Vjai� 
XdjaY�Yd�aVhi^c\�ZXdcdb^X�]Vgb#

4.  Financial repression. <^kZc�lZV`�\gdli]�egdheZXih!�i]Z�i^bZ�VcY�
eda^i^XVa�X]VaaZc\Zh�VhhdX^ViZY�l^i]�VjhiZg^in�VcY�i]Z�hnhiZb^X�
YVbV\Z�lgdj\]i�Wn�YZ[Vjai!�lZ�WZa^ZkZ�i]^h�^h�i]Z�aZVhi�WVY�dei^dc#�
Eda^XnbV`Zgh�^c�LVh]^c\idc!�AdcYdc!�Id`nd�VcY�7gjhhZah�]VkZ�
VagZVYn�ZhiVWa^h]ZY�XdcY^i^dch�[dg�ÒcVcX^Va�gZegZhh^dc#�LZ�WZa^ZkZ�
i]^h�l^aa�WZ�V�bjai^"nZVg�egdXZhh�i]Vi�l^aa�dXXjg�l^i]dji�[Vc[VgZ�VcY� 
^h�]VeeZc^c\�cdl#�
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Exhibit 3: The US has previously used financial repression to reduce debt
JH�ejWa^X�YZWi�gVi^dh

The principal characteristics of financial  
repression*
��9^gZXi�VcY�^cY^gZXi�^ciZgZhi"gViZ�XVeh

���GZYjXZY�^cXZci^kZh�[dg�eg^kViZ"hZXidg�^ckZhibZci�^c�VhhZi� 
XaVhhZh�WZndcY�\dkZgcbZci�WdcYh

��8dcigdah�dkZg�ÒcVcX^Va�^chi^iji^dch

���8gZVi^dc�VcY�bV^ciZcVcXZ�d[�V�\dkZgcbZci"WdcY�bVg`Zi� 
i]Vi�^h�gZ\jaViZY�VcY�XdcigdaaZY�Wn�i]Z�\dkZgcbZci

� International capital controls

�GZ^c]Vgi�VcY�HWgVcX^V��'%&&�#

HdjgXZh/�8dc\gZhh^dcVa�7jY\Zi�D[ÒXZ0�6aa^Vco�<adWVa�>ckZhidgh#�9ViV�Vh�d[�&$&)$&(#� 
CdiZ/�NZVgh�&.)%Ä'%&&�VgZ�VXijVa0�nZVgh�'%&'Ä'%&,�VgZ�L]^iZ�=djhZ�egd_ZXi^dch#
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Financial Repression Now 
:k^YZcXZ�d[�i]Z�egZhZcXZ�d[�ÒcVcX^Va�gZegZhh^dc�idYVn�^h�ZmiZch^kZ#�
7ZcX]bVg`�^ciZgZhi�gViZh�]VkZ�WZZc�Yg^kZc�id�ZmigZbZ�adlh�^c�Vaa�
bV_dg�YZkZadeZY�bVg`Zih#�L^i]�igVY^i^dcVa�bdcZiVgn�dei^dch�
Zm]VjhiZY!�i]Z�;ZY!�i]Z�7Vc`�d[�:c\aVcY!�i]Z�7Vc`�d[�?VeVc�VcY�di]Zg�
XZcigVa�WVc`h�]VkZ�Zc\V\ZY�^c�cdc"hiVcYVgY�bZVhjgZh!�^cXajY^c\�
aVg\Z"hXVaZ�\dkZgcbZci�WdcY�ejgX]VhZ�egd\gVbh�`cdlc�Vh�
fjVci^iVi^kZ�ZVh^c\��F:�#�I]ZhZ�ejgX]VhZh�]VkZ�bVYZ�i]Z�;ZY�i]Z�
aVg\Zhi�h^c\aZ�dlcZg�d[�JH�\dkZgcbZci�YZWi#�6Xgdhh�i]Z�6iaVci^X!�
:jgdeZVc�8ZcigVa�7Vc`��:87��EgZh^YZci�BVg^d�9gV\]^�]Vh�eaZY\ZY�id�
Yd�Æl]ViZkZg�^i�iV`ZhÇ�id�egZhZgkZ�i]Z�Zjgd!�^ci^bVi^c\�ediZci^Vaan�
jca^b^iZY�F:#

Financial repression is a global phenomenon 
8ZcigVa�WVc`�VXi^dch�VgZ�jhjVaan�_jY\ZY�dc�i]Z�WVh^h�d[�]dl�i]Zn� 
]Zae�hejg�ZXdcdb^X�VXi^k^in�VcY�b^i^\ViZ�^cÓVi^dc$YZÓVi^dc�XdcXZgch#�
7ji�i]Vi�^h�cdi�i]Z�l]daZ�hidgn#�7n�VcX]dg^c\�h]dgi�gViZh�cZVg�oZgd� 
VcY�^ciZgkZc^c\�Y^gZXian�^c�eg^kViZ�bVg`Zih�id�hjeegZhh�adc\�gViZh!�
XZcigVa�WVc`h�VgZ�b^Y"higd`Z�^c�i]Z�WgdVYZhi�Z[[dgi�id�gZYjXZ�ejWa^X�
ÒcVcX^c\�Xdhih�h^cXZ�i]Z�ZcY�d[�LdgaY�LVg�>>#

Administrative decisions support financial repression 
GZ\jaVi^dc�^h�W^VhZY�idlVgY�\dkZgcbZci�YZWi#�GjaZh�a^`Z�7VhZa�>>>� 
VcY�HdakZcXn�>>!�i]dj\]�YZh^\cZY�eg^bVg^an�id�^begdkZ�i]Z�fjVa^in� 
d[�XdaaViZgVa�dc�WVc`�WVaVcXZ�h]ZZih�VcY�egZkZci�Vcdi]Zg�AZ]bVc"
hinaZ�XdaaVehZ!�^ckVg^VWan�^ckdakZ�eg^kViZ"hZXidg�VXXjbjaVi^dc�d[� 
ejWa^X"hZXidg�VhhZih#�<dkZgcbZci�WdcYh�VgZ�Xdch^YZgZY�i]Z�hV[Zhi�
[dgb�d[�g^h`�VhhZi!�VcY�Vh�hjX]!�gZXZ^kZ�egZ[ZgZci^Va�igZVibZci�^c� 
i]Z�XVaXjaVi^dc�d[�WVc`�WVaVcXZ"h]ZZi�a^fj^Y^in#

6cY�i]ZgZ�]Vh�WZZc�WgdVYZg�egZhhjgZ�dc�WVc`h�id�ejgX]VhZ�
\dkZgcbZci�WdcYh#�;dg�ZmVbeaZ!�eZg^e]ZgVa�Zjgd"odcZ�WVc`h�]VkZ�
WZZc�ZcXdjgV\ZY�Wn�adXVa�eda^XnbV`Zgh�id�ZmX]Vc\Z�cdc"YdbZhi^X�
WdcYh�]ZaY�l^i]�i]Z�:87�[dg�bdcZn�i]Vi�XVc�WZ�gZ^ckZhiZY�^c�YdbZhi^X� 
hZXjg^i^Zh#�I]Z�hZa["[jcY^c\�d[�YZÒX^ih�dc�V�cVi^dcVa�hXVaZ�[ZVijgZh�
egdb^cZcian�^c�ÒcVcX^Va�gZegZhh^dc#

I]Z�cVi^dcVa^oVi^dc�d[�WVc`h!�ZkZc�dc�V�eVgi^Va�hXVaZ!�hjX]�Vh�i]Z�GdnVa�
7Vc`�d[�HXdiaVcY!�Vahd�Vaadlh�\dkZgcbZcih�id�ediZci^Vaan�Xdcigda�
aZcY^c\�VcY�i]Z�Vbdjci�d[�\dkZgcbZci�YZWi�dc�V�WVc`Éh�WVaVcXZ�
h]ZZi!�^c�ijgc�]Zae^c\�id�[jcY�i]Z�XdjcignÉh�YZÒX^i#

EZch^dc"[jcY�VhhZih�]VkZ�WZZc�igVch[ZggZY�id�i]Z�ejWa^X�hZXidg�^c�
;gVcXZ!�Edgij\Va!�>gZaVcY�VcY�=jc\Vgn!�gZYjX^c\�\dkZgcbZci"YZWi�
gVi^dh�Wn�Wddhi^c\�VhhZih#�I]Z�bdhi�gZXZci�ZmVbeaZ�d[�i]^h�lVh�^c� 
i]Z�J@!�l]ZgZ�i]Z�GdnVa�BV^a�EZch^dc�HX]ZbZ�lVh�igVch[ZggZY�id� 
i]Z�ejWa^X�WVaVcXZ�h]ZZi#�

Direct interventions in capital markets are occurring 
>c�6jhig^V!�i]Z�XZcigVa�WVc`�VcY�i]Z�ÒcVcX^Va�hjeZgk^hdg�^beaZbZciZY�
gjaZh�gZhig^Xi^c\�XVe^iVa�Ódlh�id�[dgZ^\c�hjWh^Y^Vg^Zh�^c�8ZcigVa�VcY�
:VhiZgc�:jgdeZ#�=ZgZ�V\V^c!�ÒcVcX^Va�gZ\jaVi^dc�^hcÉi�Zmea^X^ian�
YZh^\cZY�id�adlZg�\dkZgcbZci�ÒcVcX^c\�Xdhih!�Wji�^i�]Zaeh�`ZZe� 
XVe^iVa�^c�i]Z�]dbZ�Xdjcign#

NZi�adlZg^c\�i]Z�cdb^cVa�Xdhi�d[�\dkZgcbZci�ÒcVcX^c\�^h�dcan�]Va[�i]Z�
ZfjVi^dc#�6h�hZZc�^c�edhi"lVg�6bZg^XV!�i]Z�`Zn�^h�`ZZe^c\�ÒcVcX^c\�
Xdhih�WZadl�i]Z�gViZ�d[�ZXdcdb^X�\gdli]#�I]^h�XVc�WZ�[VX^a^iViZY�k^V�
^cÓVi^dc�^c�ZmXZhh�d[�bVg`Zi�ZmeZXiVi^dch!�i]Z�djia^cZ�d[�l]^X]�^h�
VeeVgZci�idYVn�^c�i]Z�cZ\Vi^kZ�^cÓVi^dc"VY_jhiZY�n^ZaYh�VXXZeiZY�Wn�
^ckZhidgh�^c�JH!�J@�VcY�<ZgbVc�\dkZgcbZci�YZWi��hZZ�Exhibit 4�.

We haven’t seen public-debt-deleveraging  
efforts on this scale in the industrialized  
world in more than 60 years

Government-borrowing costs can be suppressed 
by forcing banks to hold more public debt

Exhibit 4: Financial repression is evident in negative real government bond yields
>cÓVi^dc"VY_jhiZY�&%"nZVg�WdcY�n^ZaYh

HdjgXZh/�JH�9ZeVgibZci�d[�AVWdg0�:jgdhiVi0�IjaaZii�EgZWdc�>c[dgbVi^dc0�6aa^Vco�<adWVa�>ckZhidgh#�9ViV�Vh�d[�&'$(&$&'#
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Redefining Risk 
;^cVcX^Va�gZegZhh^dc�[Vkdgh�YZWidgh�VcY�ejc^h]Zh�hVkZgh#�>i�^h� 
gZYZÒc^c\�i]Z�kZgn�cVijgZ�d[�^ckZhibZci"bVcV\ZbZci�g^h`�VcY� 
[dgX^c\�V�eVgVY^\b�h]^[i#�

JH�\dkZgcbZci�WdcYhÅcdgbVaan�Xdch^YZgZY�Æg^h`"[gZZÇ�VhhZihÅ 
VgZ�eVgi^XjaVgan�V[[ZXiZY#�L]^aZ�WdcY�^ckZhidgh�]VkZ�WZcZÒiZY�
Zcdgbdjhan�[gdb�V�(%"nZVg�Wjaa"bVg`Zi�gjc!�i]Z�XjggZci�Zck^gdcbZci�
^h�V�hjWhiVci^Va�YZeVgijgZ�[gdb�i]Z�eVhi#�IdYVnÉh�ÆhV[Z"]VkZcÇ�
\dkZgcbZci�WdcY�^h�XVj\]i�WZilZZc�i]Z�]VbbZg�d[�cZ\Vi^kZ�
^cÓVi^dc"VY_jhiZY�n^ZaYh�VcY�i]Z�Vck^a�d[�eg^XZ�adhhZh�h]djaY�cdb^cVa�
^ciZgZhi�gViZh�g^hZ#

Rising rates are a considerable threat 
7ZXVjhZ��cdb^cVa��WdcY�n^ZaYh�VcY�eg^XZh�bdkZ�^ckZghZan!�l]Zc� 
eg^XZh�[Vaa!�n^ZaYh�g^hZ#�9jg^c\�i]Z�Òghi�lZZ`�d[�'%&(!�V�gZaVi^kZan�bdYZhi�
^cXgZVhZ�^c�&%"nZVg�IgZVhjgn�n^ZaYh�[gdb�&#,+��id�&#.%��gZhjaiZY�^c�V�
bdgZ�i]Vc�'��adhh�^c�IgZVhjgn�eg^XZh#�L^i]^c�[djg�YVnh!�Vc�Zci^gZ�nZVg�
d[�^cXdbZ�lVh�ZgVhZY#�8dchZchjh�Zhi^bViZh�hj\\Zhi�gViZh�XdjaY�g^hZ�
[jgi]Zg!�ZcY^c\�'%&(�Vi�'#'*�#�Hd"XVaaZY�ÆhV[Z"]VkZcÇ�VhhZih�bVn� 
egdkZ�g^h`^Zg�i]Vc�hdbZ�^ckZhidgh�ZmeZXi#�

L]^aZ�lZ�WZa^ZkZ�i]Z�djiadd`�[dg�Zfj^i^Zh�^h�Wg^\]i�XdbeVgZY�l^i]�
\dkZgcbZci�WdcYh!�hidX`�^ckZhidgh�Vahd�[VXZ�ÒcVcX^Va�gZegZhh^dc"
gZaViZY�X]VaaZc\Zh#�:Xdcdb^X�\gdli]�l^aa�a^`Zan�gZbV^c�lZV`#�6h�V�
gZhjai!�XdgedgViZ�ZVgc^c\h�h]djaY�WZ�XdchigV^cZY!�l]^X]�ldjaY�
YVbeZc�egdheZXih�[dg�h]VgZ"eg^XZ�\V^ch#�LZ�ZmeZXi�Y^k^YZcYh�id�
^cXgZVhZ�^c�^bedgiVcXZ#�9^k^YZcYh�ine^XVaan�Xdchi^ijiZ�V�hjWhiVci^Va�
eVgi�d[�idiVa�hidX`�gZijgch�l]Zc�<9E�\gdli]�̂ h�adl�dg�cZ\Vi^kZ#�6i�'#'%��
dc�9ZXZbWZg�(&!�'%&'!�i]Z�Y^k^YZcY�n^ZaY�dc�i]Z�H�E�*%%�>cYZm�lVh�
VWdkZ�Wdi]�i]Z�n^ZaY�dc�&%"nZVg�IgZVhjg^Zh�VcY�i]Z�gViZ�d[�8E>�̂ cÓVi^dc#

Financial Repression: Here to Stay 
9Zhe^iZ�:jgdeZÉh�dc\d^c\�YZWi�Xg^h^h!�bdhi�YZkZadeZY�Xdjcig^Zh� 
VgZ�hi^aa�gjcc^c\�WjY\Zi�YZÒX^ih!�heZcY^c\�bdgZ�i]Vc�i]Zn�gV^hZ�[gdb� 
iVmZh#�I]^h�h^bean�XdbedjcYh�i]Z�cZZY�[dg�ÒcVcX^Vaan�gZegZhh^kZ� 
eda^X^Zh�VcY�i]Z�i^bZ�^i�l^aa�iV`Z�id�cdgbVa^oZ�ejWa^X�ÒcVcXZh#�

L]^aZ�VjhiZg^in�^h�V�aVjYVWaZ�\dVa�[dg�\dkZgcbZcih�VYY^XiZY�id�
dkZgheZcY^c\!�WjY\Zi�Xjih�VcY�iVm�]^`Zh�YVbeZc�ZXdcdb^X�VXi^k^in!�
bV`^c\�i]Z�iVh`�d[�gZYjX^c\�V�cVi^dcÉh�YZWi"id"<9E�gVi^d�bdgZ�VgYjdjh#� 
6aa�ZahZ�ZfjVa!�^[�<9E�XdcigVXih!�V�XdjcignÉh�YZWi"id"<9E�gVi^d�g^hZh#�

Bond investors would not accept negative 
inflation-adjusted yields under “normal”  
circumstances

Exhibit 5: Industrialized countries face an extended period of public-sector deleveraging
EjWa^X�YZWi�gVi^dh
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Europe is learning an important lesson  
=Vbhigjc\�Wn�V�h]g^c`^c\�ZXdcdbn�VcY�i]Z�YZZeZhi�VjhiZg^in�^c�(%�
nZVgh!�HeVc^h]�eda^i^X^Vch�]VkZ�WVX`eZYVaZY�dc�WjY\Zi"YZÒX^i�iVg\Zih�
ZkZgn�nZVg�h^cXZ�'%%.#�H^b^aVg�X]VaaZc\Zh�VgZ�heg^c`aZY�i]gdj\]dji�i]Z�
Zjgd�odcZ!�l]^X]!�Vh�V�l]daZ!�XdcigVXiZY�Vi�i]Z�[VhiZhi�eVXZ�^c�[djg�
nZVgh�Yjg^c\�i]Z�[djgi]�fjVgiZg�d[�'%&'#�>c�V�ldgaY�d[�bVhh^kZan�dkZg"
aZkZgV\ZY�\dkZgcbZcih!�lZ�WZa^ZkZ�i]Vi!�^cXgZVh^c\an!�eda^XnbV`Zgh�
l^aa�ÒcY�i]Vi�ÒcVcX^Va�gZegZhh^dc�^h�i]Z�XdjghZ�d[�aZVhi�gZh^hiVcXZ�dc�i]Z�
gdVY�id�ÒhXVa�hiVW^a^oVi^dc#

A historic debt crisis that could take years to resolve 
LZ�ZmeZXi�egdWaZbh�gZaVi^c\�id�ejWa^X�YZWi�l^aa�Xdci^cjZ�[dg�Vi�aZVhi�
hZkZgVa�nZVgh#�;dg�bVcn�Xdjcig^Zh!�^i�l^aa�WZ�Y^[ÒXjai�id�Wg^c\�YZWi� 
WZadl�.%��d[�<9EÅV�aZkZa�VWdkZ�l]^X]�ZXdcdb^X�\gdli]�^h�ine^XVaan�
^beV^gZY#�?VeVc!�^c�eVgi^XjaVg!�^h�dc�V�igdjWa^c\�ÒhXVa�igV_ZXidgn��hZZ�
Exhibit 5�#�Id�eVgVe]gVhZ�;ZY�8]V^gbVc�7Zc�7ZgcVc`Z!�i]Z�XjggZci�
Zck^gdcbZci�d[�Vgi^ÒX^Vaan�adl�\dkZgcbZci�^ciZgZhi�gViZh�XdjaY�eZgh^hi�
[dg�Vc�ÆZmiZcYZY�eZg^dY#Ç�6XVYZb^X�gZhZVgX]�hj\\Zhih�i]Vi!�^c�hdbZ�
XVhZh!�\dkZgcbZci�YZaZkZgV\^c\�XVc�gZfj^gZ�'%�nZVgh�dg�bdgZ�id� 
gZhdakZ��GZ^c]Vgi!�GZ^c]Vgi�VcY�Gd\d[[0�'%&'�#�>c�djg�k^Zl!�ÒcVcX^Va�
gZegZhh^dc�^h�V�adc\"iZgb�igZcY#�;dg�bVg`Zi�eVgi^X^eVcih!�^i�h]djaY� 
Xdci^cjZ�id�^beVXi�cdi�_jhi�VhhZi�gZijgch!�Wji�]dl�i]Zn�^ckZhi� 
VcY�i]^c`�VWdji�g^h`#
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6XXZhh�Djg�Di]Zg�>ch^\]i[ja�L]^iZ�EVeZgh
IdYVnÉh�\adWVa�^ckZhibZci�aVcYhXVeZ�^h�bdgZ�XdbeaZm�i]Vc�ZkZg�WZ[dgZ#�Id�hiVn�V]ZVY�d[�i]Z�XjgkZ!�^ckZhidgh�cZZY� 
Xjii^c\"ZY\Z!�ZmeZgi�VcVanh^h�d[�i]Z�igZcYh�h]Ve^c\�idYVnÉh�bVg`Zih#�I]ViÉh�l]n�lZ�VgZ�YZY^XViZY�id�egdk^Y^c\�iddah� 
id�]Zae�ndj�bV`Z�i]Z�bdhi�^c[dgbZY�^ckZhibZci�YZX^h^dch�edhh^WaZ#

Strategies to Generate a Diversified Income Stream in 
a Low-Yield Environment | =^\]"n^ZaY�WdcYh!�
XdckZgi^WaZh!�Y^k^YZcY"eVn^c\�hidX`h�VcY�Zfj^i^Zh�l^i]�
V�XdkZgZY"XVaa�dkZgaVn�bVn�]Zae�^ckZhidgh�\ZcZgViZ�V�
hjWhiVci^Va�Y^kZgh^ÒZY�^cXdbZ�higZVb!�XdbWVi�kdaVi^a^in�
VcY�egdk^YZ�V�]ZY\Z�V\V^chi�g^h^c\�^ciZgZhi�gViZh#

The Evolution of High-Yield Bonds into a Vital  
Asset Class | L^i]�]^\]"fjVa^in�WdcY�n^ZaYh�cZVg� 
Vaa"i^bZ�adlh!�^ckZhidgh�]VkZ�WZZc�edjg^c\�^cid�]^\]"
n^ZaY�WdcYh�Vi�V�gZXdgY�eVXZ#�6ai]dj\]�i]^h�]Vh�[jZaZY�
XdcXZgch�VWdji�Vc�dkZg]ZViZY�]^\]"n^ZaY�bVg`Zi!�lZ�
WZa^ZkZ�^ckZhidgh�ldjaY�WZ�WZiiZg�hZgkZY�Wn�i]^c`^c\�
d[�]^\]"n^ZaY�WdcYh�Vh�bdgZ�d[�V�higViZ\^X�VaadXVi^dc�
[dg�i]Z�adc\�iZgb�i]Vc�V�iVXi^XVa�VaadXVi^dc�[dg�idYVn#�

The Fiduciary Considerations of Selecting the Right 
Target-Date Fund for Your Plan | BVg`Zi�\ngVi^dch�^c�
gZXZci�nZVgh�]^\]a^\]iZY�Vc�^bedgiVci�[VXi/�Cdi�Vaa�
iVg\Zi"YViZ�[jcYh�VgZ�XgZViZY�ZfjVa#�>c�[VXi!�iVg\Zi"YViZ�
[jcYh�XVc�Y^[[Zg�^c�kZgn�h^\c^ÒXVci�lVnh!�[gdb�i]Z^g�
jcYZgan^c\�̂ ckZhibZci�higViZ\^Zh�id�i]Z^g�[ZZ�higjXijgZh#�
6h�iVg\Zi"YViZ�[jcY�d[[Zg^c\h�Xdci^cjZ�id�ZmeVcY!�VcY�
Vh�i]Z^g�edejaVg^in�l^i]�eaVch�VcY�eVgi^X^eVcih�\gdlh!�
^i�^h�ZhhZci^Va�i]Vi�i]Z�eaVc�ÒYjX^Vgn�jcYZghiVcYh�i]ZhZ�
differences and considers them as part of a prudent 
hZaZXi^dc�egdXZhh#

Managing Tail Risk | IV^a�g^h`�^h�i]Z�edhh^W^a^in�i]Vi�
jcjhjVa�ZkZcih�l^aa�dXXjg�VcY�XVjhZ�cZ\Vi^kZ��
XdchZfjZcXZh#�>i�d[iZc�dXXjgh�[VhiZg�VcY�bdgZ��d[iZc�
i]Vc�egZY^XiZY!�gZfj^g^c\�^ckZhidgh�id�iV`Z��egZkZciVi^kZ�
VXi^dc#�I]^h�l]^iZ�eVeZg�ZmVb^cZh��i]Z�XVjhZh�d[�[Vi"
iV^aZY�bVg`Zi�djiXdbZh!�VYYgZhhZh�Xdbbdc�
b^hXdcXZei^dch�VWdji�ÆcdgbVaÇ�bVg`Zi�gZijgch�VcY�
discusses three rules for managing tail risk in 
^ckZhibZci�edgi[da^dhÅheZX^ÒXVaan�l^i]^c�fjVa^ÒZY�
YZ[Vjai�^ckZhibZci�VaiZgcVi^kZh��F9>6h�#

Water: A Key 21st-Century Growth Opportunity |  
I]Z�ldgaYl^YZ�YZbVcY�[dg�[gZh]!�XaZVc�lViZg�]Vh�
cZkZg�WZZc�\gZViZg!�bV`^c\�VXXZhh�id�i]^h�egZX^djh�
XdbbdY^in�V�bViiZg�d[�\adWVa�XdcXZgc#�<dkZgcbZcih�
VcY�Wjh^cZhhZh�VgZ�^ckZhi^c\�]ZVk^an�id�hdakZ�l]Vi�^h�
a^`Zan�id�WZ�V�`Zn�'&hi"XZcijgn�X]VaaZc\ZÅVcY�V�bV_dg�
\gdli]�deedgijc^in�[dg�^ckZhidgh#

Short-Duration High-Yield Bonds: An Attractive 
Solution for a Low-Yield Rising-Rate Environment |  
>cXdbZ�\ZcZgVi^dc�gZbV^ch�V�eg^bVgn�XdcXZgc�[dg�
bVcn�^ckZhidgh!�Wji�]^hidg^XVaan�adl"n^ZaY^c\�IgZVhjg^Zh�
VgZcÉi�egdk^Y^c\�hj[ÒX^Zci�^cXdbZÅVcY�i]Zn�aZVkZ�
^ckZhidgh�ZmedhZY�id�ediZci^Va�eg^XZ�YZegZX^Vi^dc�[gdb�
g^h^c\�^ciZgZhi�gViZh#�=^\]"fjVa^in�h]dgi"YjgVi^dc�]^\]"
n^ZaY�WdcYh�egdk^YZ�bjX]"cZZYZY�^cXdbZ!�]VkZ�]ZaY�
je�lZaa�^c�g^h^c\"gViZ�Zck^gdcbZcih�VcY�XVc�]Zae�
gZYjXZ�kdaVi^a^in�l^i]dji�V�h^\c^ÒXVci�Ygde�^c�n^ZaY#

More Perspective on the Target-Date “To-Versus-
Through” Choice | >c�gZXZci�nZVgh!�dcZ�d[�i]Z�bdhi�
[gZfjZci�YZWViZh�VWdji�iVg\Zi"YViZ�[jcYh��I9;h���]Vh�
WZZc�l]Zi]Zg�I9;h�h]djaY�WZ�bVcV\ZY�ÆidÇ�dg�Æi]gdj\]Ç�
i]Z�iVg\Zi�YViZ#�>c�i]^h�eVeZg!�IVg\Zi�9ViZ�6cVani^Xh�AA8�
V^bh�id�Wg^c\�XaVg^in�id�i]Vi�fjZhi^dcÅVcY�^c�i]Z�
egdXZhh�ZmVb^cZh�i]Z�jcYZgan^c\�Vhhjbei^dch�^c�i]Z�
id$i]gdj\]�Y^hi^cXi^dc�id�egdk^YZ�eaVc�hedchdgh�VcY�
i]Z^g�VYk^hdgh�l^i]�Ògb�\gdjcY�[gdb�l]^X]�id�bV`Z�
^c[dgbZY�I9;�YZX^h^dch#

 EMU Debt Crisis | I]Z�:jgdeZVc�YZWi�Xg^h^h�]Vh�WZZc�
gd^a^c\�\adWVa�bVg`Zih�[dg�bdgZ�i]Vc�i]gZZ�nZVgh#�
Egd\gZhh�]Vh�WZZc�bVYZ!�Wji�[jgi]Zg�hiZeh�VgZ�gZfj^gZY�
id�gZVX]�gZhdaji^dc#�I]^h�eVeZg�ZmeadgZh�i]dhZ�hiZeh�
VcY�]dl�lZ�hZZ�ZkZcih�Zkdak^c\�^cid�djg�WVhZa^cZ�
hXZcVg^d�d[�V�bdgZ�^ciZ\gViZY�bdcZiVgn�jc^dc#

Id�VXXZhh�i]ZhZ�l]^iZ�eVeZgh!� 
k^h^i�us.allianzgi.com

Cdi�Vaa�^iZbh�VgZ�VeegdkZY�Vi�Vaa�Ògbh!�X]ZX`�l^i]�ndjg�Ògb�gZ\VgY^c\�VkV^aVW^a^in#



About Allianz Global Investors
6aa^Vco�<adWVa�>ckZhidgh�^h�V�Y^kZgh^ÒZY�VXi^kZ�^ckZhibZci�bVcV\Zg�l^i]�V�higdc\�eVgZci�XdbeVcn�VcY�V�XjaijgZ�d[�g^h`�bVcV\ZbZci#�L^i]�'(�d[ÒXZh�^c�
&-�Xdjcig^Zh!�lZ�egdk^YZ�\adWVa�^ckZhibZci�VcY�gZhZVgX]�XVeVW^a^i^Zh�l^i]�XdchjaiVi^kZ�adXVa�YZa^kZgn#�LZ�]VkZ��)%*�W^aa^dc�^c�VhhZih�jcYZg�
bVcV\ZbZci�[dg�^cY^k^YjVah!�[Vb^a^Zh�VcY�^chi^iji^dch�ldgaYl^YZ!�VcY�Zbeadn�dkZg�*%%�^ckZhibZci�egd[Zhh^dcVah#�

6i�6aa^Vco�<adWVa�>ckZhidgh!�lZ�[daadl�V�ild"ldgY�e]^adhde]n/�Understand. Act.�>i�YZhXg^WZh�]dl�lZ�add`�Vi�i]Z�ldgaY�VcY�]dl�lZ�WZ]VkZ#�LZ�V^b�id�
hiVcY�dji�Vh�i]Z�^ckZhibZci�eVgicZg�djg�Xa^Zcih�igjhi�Wn�a^hiZc^c\�XadhZan�id�jcYZghiVcY�i]Z^g�X]VaaZc\Zh!�i]Zc�VXi^c\�YZX^h^kZan�id�egdk^YZ�i]Zb�l^i]�
hdaji^dch�i]Vi�bZZi�i]Z^g�cZZYh#

Past performance is no guarantee of future results.�I]^h� ^h�cdi�Vc�d[[Zg�dg� hda^X^iVi^dc� [dg� i]Z�ejgX]VhZ�dg� hVaZ�d[�Vcn�ÒcVcX^Va� ^chigjbZci#� >i� ^h�egZhZciZY�dcan� id�egdk^YZ�
^c[dgbVi^dc�dc� ^ckZhibZci�higViZ\^Zh�VcY�deedgijc^i^Zh#�I]Z�bViZg^Va�XdciV^ch� i]Z�XjggZci�de^c^dch�d[� i]Z�Vji]dg!�l]^X]�VgZ�hjW_ZXi� id�X]Vc\Z�l^i]dji�cdi^XZ#�HiViZbZcih�
XdcXZgc^c\�ÒcVcX^Va�bVg`Zi�igZcYh�VgZ�WVhZY�dc�XjggZci�bVg`Zi�XdcY^i^dch!�l]^X]�l^aa�ÓjXijViZ#�GZ[ZgZcXZh�id�heZX^ÒX�hZXjg^i^Zh�VcY�̂ hhjZgh�VgZ�[dg�̂ aajhigVi^kZ�ejgedhZh�dcan�VcY�
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