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A Guide to Fixed Income Strategies and ETFs
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$500 BILLION

Fixed income ETF assets®
0.5% of the total global bond market

THE FIXED INCOME
LANDSGAPE
HAS CHANGED

2015 saw the greatest increase in fixed income
ETF assets on record, and investors continue
to seek greater choice and liquidity to combat
lower yields from their traditional fixed
income portfolios.

Today, investors have a dizzying array of fixed
income ETFs to choose from. We believe a clear,
targeted range is key. At State Street Global
Advisors, our range of SPDR® ETFs includes
exposures we know investors need in their
portfolios and that cross the spectrum of risk,
diversification and yield.

Our comprehensive suite covers all segments of
the yield curve across government and corporate
bonds, from the three major currencies, and with
a single, consistent index methodology.

The wider range also includes a number of
innovative fixed income products, including the
first and one of Europe’s largest local currency
emerging market debt ETFs, and the world’s
first passive global convertible bond fund.

*Source: ETFGI. as of 30 November 2015.
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Why Fixed Income ETFs?

ETFs make ideal building blocks for a
core fixed income allocation.

COST EFFICIENT

One single, transparent TER for easy implementation.

LIQUID AND TRANSPARENT

ETF fixed income shares trade intraday on an exchange,
so investors can buy and sell efficiently with price and
holdings transparency.

DIVERSIFIED

Gain diversified exposure to an entire bond market in a
single trade.

FLEXIBLE

Quick exposure to fixed income market factors, such as
credit or interest rates.

PRECISE

Focus on specific segments of the yield curve or gain
targeted exposure to regions or sub-asset classes.

SPDRETFs | State Street Global Advisors
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A Guide to Fixed Income Strategies and ETFs

WHO USES FIXED
INCOME ETEs?

Institutional and smaller investors alike use fixed
income ETFs for strategic long-term core
exposures, short-term tactical exposures, access to
niche markets, and as a tool for diversification and
liquidity management.

The number and range of fixed income ETFs has
increased rapidly in recent years, providing
institutional investors with a greater set of
implementation opportunities. They are able to
build broadly diversified, global fixed income
portfolios cost-effectively and transparently, rather
than needing to employ specialist active bond
managers or access the underlying over the counter
(‘OTC’) bond market directly. After all, why trade
multiple, illiquid bonds directly OTC when one
fixed income ETF holds the same issues in one
single share — with one single TER?

Figure 1: Cumulative Flows in Fixed Income ETFs
Globally Have Grown by 40% Annually Since 2008

Cumulative Net Flows, $ millions
500,000

Estimated Net Flows, $ millions
250,000

200,000 400,000

150,000 300,000

100,000 200,000

50,000 100,000

0 2008 2009 2010 2011 2012 2013 2014 2015 0

— Cumulative Net Flows ® Estimated Net Flows (Year)

Source: Morningstar, as of 31 December 2015.
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The sustained low rate environment of the last
several years has contributed to a global search for
yield. Institutional investors, with their typically
large fixed income portfolios, have been front and
centre of this trend and have found that ETFs are an
attractive way of gaining exposure to hard to access
areas of the market, such as high yield, convertible
bonds, or emerging markets bonds, often at a
significantly lower cost and with more transparency
than actively managed alternatives.!

Investor Uses of Fixed
Income ETFs

Large institutional asset allocators — such as
pension funds, insurance companies, mutual funds/
investment trusts, private wealth managers and
banks — as well as smaller investors, use fixed
income ETFs for:

Long term strategic allocations

Short term tactical positions

Portfolio ‘building blocks’ for increased flexibility
Cost-efficient exposure to niche market segments

Instant portfolio diversification

Cash and liquidity management

“Growth in fixed income ETFs has
been strong in recent years,
generating net inflows of 25%
during 2014 and 16% during the
first nine months of 2015.”

EY Global ETF Survey 2015: A Positive Force for Disruption?



SSGA has been managing fixed income solutions for
investors for over 30 years. Our global team of over
60 investment professionals is based in investment
centres in London, Boston, Singapore, Sydney and
Tokyo, and manages over $270 billion® in assets
under management.

After pioneering the development of ETFs in 1993,
SSGA’s SPDR range has become a market leader.
We’ve sustained our position by listening carefully to
what investors need. We build ETF exposures that
we know are needed in investors’ portfolios and that
cross the spectrum of risk, diversification and yield.

The SPDR range of European-domiciled fixed
income ETFs includes global, government,
investment grade corporate, high yield corporate
and emerging market bonds, as well as more
targeted exposures that have historically only been
available through active management.

For example, for investors seeking niche passive
exposure to emerging market local debt or
convertible bonds that is managed cost efficiently and
in the UCITS structure, SPDR ETFs provide one of
the few (or only) alternatives to actively managed
funds. The range includes the first and one of the
largest emerging market local debt funds in Europe
(SPDR Barclays Emerging Markets Local Bond
UCITS ETF) and the world’s first and only passive
global convertible bonds fund (SPDR Thomson
Reuters Global Convertible Bond UCITS ETF).

Our Investment Process: Pioneering Stratified
Sampling Methodology

Our fixed income SPDR ETF portfolios are
constructed to reflect the index as closely and as
economically as possible. Many broad market
indices include a large number of securities, many
of which are not available for purchase. Illiquidity
or transaction costs can mean that full physical
replication of the index is either impossible or not
economically attractive. All strategies that cannot
be fully replicated are therefore managed by
stratified sampling, which is a technique to build a
portfolio with the same characteristics as the index
using quantitative and fundamental methods.

SSGA has pioneered stratified sampling methods
which aim to match the benchmark’s defining
characteristics in various market environments.
Stratified sampling is based on stratifying or
dividing an index into manageable risk elements-
such as curve risk, currency risk and quality risk.

We believe stratified sampling is the most efficient
fixed income index management technique for
constructing broad fixed income index portfolios
where the number of constituents is too high and
liquidity is often too great a constraint to permit
semi or full replication. Our market experience
confirms that sampling techniques produce better
results compared to model-based optimisation
methodologies.

Global Trading Platform

At SSGA, the breadth and depth of our fixed income
capabilities provide deep insight into the markets
and helps ensure best execution. Our fixed income
portfolio managers work closely with our dedicated
trading desk to ensure low transaction costs and
identify pools of liquidity.

24-Hour Trading Capabilities, with Traders
Located in Boston, London and Hong Kong

30 TRADERS WITH OVER 13 YEARS
AVERAGE EXPERIENCE

2.3 Million Tickets Executed Annually
Source: SSGA, as of 31 March 2015.

SPDRETFs | State Street Global Advisors
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Core fixed income strategies generally concentrate on
investment grade bonds, which carry relatively little
risk of issuer default. Developed treasury bonds can
be issued by governments and have been considered
relatively safe, but in the current low growth and low
yield environment they offer low expected returns.
Investment grade corporate bonds offer more
competitive interest rates, although they carry a
higher risk of default than government bonds.

Investors can diversify their core fixed income
portfolio by asset type, region, and maturity.

Figure 2: Core Aggregate Portfolio of Investment
Grade Securities and Potential Diversification Options

Convertible
Bonds

Investment Grade
Corporate

Agencies
High
Yield
Emerging
Market
. Typical Aggregate Portfolio Exposures Debt

Diversification Options (Satellite Exposures)

PORTFOLIC
CONSTRUCTION

Asset Types

Aggregate Bonds

The aggregate bonds universe includes all
investment grade issues ranging from sovereign and
regional issuers to corporations. This universe also
includes securitised products which makes it the
broadest universe of its kind within the fixed
income ecosystem.

There are different ways to generate alpha around
such a diverse universe, for example, through sector
allocation, curve or duration allocation, quality/
rating allocation. Selecting individual securities is
also possible but given the high number of securities
in the universe (more than 9,000 in the US
Aggregate and more than 4,000 in the Euro
Aggregate) this can be a challenging alpha source.

Treasury Bonds

In recent years the bond landscape has changed
significantly in terms of sovereign risk and yield,
with core 10 year bond yields falling to historical
lows. Moreover, market volatility and events such as
the eurozone crisis have highlighted the risks of
countries with a high debt burden on a global
government bond exposure.

However, while it is true that some corporations
have lasted longer than some states, on the whole
governments are more stable thanks to their ability
to tax and claim assets, rather than going bankrupt
like a corporation. For most investors, including
exposure to UK, US and European government
bonds remains an essential part of core portfolios.

Source: For illustration only. Diversification does not ensure a profit or guarantee against loss.
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Investment Grade Corporate Bonds

Investment grade corporate bonds are those with a
credit rating above BBB-, which means they have
historically had a relatively low risk of default. The
thirst for yield and income has pushed investors to
seek extra yield from corporate debt. Traditionally
less liquid, this universe has witnessed many
developments over the past 10 years with the
amount of bonds in issue in the US dollar
investment grade corporate market increasing to
$4.2 trillion from $1.7 trillion over the period to

31 December 2015; while the euro investment grade
corporate bond market almost doubled to

€1.4 trillion from €780 billion. This has led to a
significant shift across portfolios as treasury yields
collapsed. With the emergence of sovereign credit
risk since the financial crisis, and with negative
yields now the norm, this market segment should
continue to see inflows from investors seeking
income and basic portfolio diversification.

To add portfolio diversification to a core fixed
income portfolio, investors can start diversifying
away from their home market and allocate to global
or regional bond universes in order to gain exposure
to different interest rates and economic sector
developments.

Global Bonds
¢ Global Aggregate
¢ Global Treasury

¢ Global Investment Grade Corporate

Global investment grade indices will primarily
include developed markets as part of their
inclusion rules. The global treasury and global
aggregate universes tend to be well-diversified in
terms of exposures. However they also include a
growing exposure to negative yielding markets that
may warrant moving from home biases towards
more regional types of exposures.

Meanwhile global investment grade corporate
exposure is also often used for diversification, but
investors should be aware that three currencies
account for more than 90% of this universe (namely,
US dollar bonds, euro bonds and sterling-
denominated bonds).

Regional/Domestic Currency Bonds

While global allocations are useful for diversification
purposes, they may also expose investors to
undesirable areas of the market. In this context,
looking at regional indices such as those issued in US
dollars, sterling or euro can be an additional way to
diversify risks while satisfying the search for yield.

It is worth noting that in the fixed income space,
indices are grouped by the currency of issuance
rather than purely by the country of domicile. This
means that a euro corporate bond index typically
includes issuers from the US or UK, even if the
majority of issuance comes from eurozone country-
domiciled corporations. Conversely, the US
investment grade corporate bond index typically
includes issuance from corporations not domiciled
in the US.

Duration management — always important in fixed
income investing - is now a high priority for many
investors. The longer the duration of a portfolio the
more sensitive it is to changes in future interest rate
expectations. Meanwhile, the front ends of many
sovereign curves are exhibiting negative yields,
impacting the future of expected returns. For
example, Figure 3 illustrates that all bonds issued
by the German Treasury with a remaining maturity
of less than nine years exhibit negative yields.

This is why many investors are increasingly seeking
to manage their duration exposure. In this
approach, investors aim to efficiently allocate across
the curve in order to manage duration exposure
based on their own constraints (such as liability,
volatility) and/or specific views about economic
cycles and inflation outlooks.

SPDRETFs | State Street Global Advisors 9
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What is duration management?

Avyield curve is a graphic depiction of yields of
similar-quality bonds against all maturities,
ranging from shortest to longest, from 0-30 years
(for example, the German sovereign bond yield
curve shown in Figure 3 ). The shape of the curve is
largely influenced by the policies of central banks,
as well as all factors that affect interest rates, such
as economic growth, inflation, supply-demand and
international events.

Duration management, therefore, is an investment
strategy to invest across the entire yield curve or
only in certain segments, depending on an
investor’s view of the factors above.

Figure 3: German Sovereign Bond Yield Curve

Yield (%)
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Source: SSGA, Barclays as of 24 February 2016. Characteristics are as of the date
indicated, are subject to change, and should not be relied upon as current thereafter.

Why is managing the yield curve important?

Monetary policy in both the US and Europe
remains a source of potential risks. With the
Federal Reserve now tightening policy, it has never
been more crucial to understand the impact of
previous hiking cycles on US bond markets.

Meanwhile in Europe, over the course of 2016 it is
likely that eurozone government bonds will not only
be influenced by macroeconomic developments, but
also by the impact of quantitative easing (‘QE’) on
the supply/demand side of the market.

When markets are turbulent, investors often
withdraw assets and keep this in cash or low-
duration exposures while waiting for the markets to
calm down. Duration risk and credit risk remain
vital considerations for any investor; having the
flexibility to invest in specific segments of the curve
will be crucial in navigating this environment.

10 spdrseurope.com

How can investors implement duration
management in their portfolios?

There are different ways to manage duration. One
approach involves using interest rate futures.
However, these instruments may not represent the
breadth and precise maturities of the yield curves in
the way an investor could be seeking. Often only a
few maturities are truly liquid, which means
investors are less able to express their macro-
economic views in a sufficiently granular way.

ETFs are therefore playing an increasingly important
part of the bond portfolio management ecosystem.
They offer transparent, liquid and cost-efficient
access to specific segments of the yield curve,
providing diversification across dozens of bonds in
one easy trade. The SPDR Fixed Income ETF range
enables investors to target distinct bond maturities
across EUR, GBP and USD-denominated currencies.

This balance can be achieved both in a treasury
portfolio as well as in a corporate bond portfolio.

Depending on the depth and breadth of the
underlying market, i.e. the number of issues
available, treasury yield curves tend to be broken
down in the following maturity buckets:

10+ or 15+ years (or 10-20 years and 20+years, for
increased granularity)

These allow investors to precisely position their
portfolios based on their view of factors such as
inflation, issuance and market sentiment.

Strategies that take advantage of the shape of the
yield curve can also be implemented, such as
playing on the flattening or steepening of the curve
by avoiding certain parts of the curve in favour

of others.



In the credit space, indices can be broken down
into broader maturity buckets in order to avoid
excessive turnover while targeting a desirable
yield and duration profile. For example:

¢ Short-dated bonds - 0-3 years
¢ Intermediate-dated bonds - 3-10 years
¢ Long-dated bonds - 10+ years

These exposures allow investors to position their
portfolios according to duration when seeking to
benefit from a tightening of credit spreads due to
greater interest rate sensitivity. In the current
low yield environment, these may also be
valuable opportunities for long-term income-
seeking investors to consider.

SPDR is now the only ETF
provider in Europe to offer a
complete suite that covers all the
maturity segments of the yield
curve across government and
corporate bonds, from the three
major currencies, and with a
single, consistent index
methodology.*

ISPDR ETFs | State$
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MANAGING INTEREST

‘All Maturity’ indices maintain an average maturity
over time. Investors can under- or overweight their
All Maturity exposure to position for changes in the
yield curve with short or long duration ETFs. ETFs
are an efficient tool that can be used in conjunction
with other investments to construct a portfolio with
the desired yield and duration characteristics.

Moving a portion of a portfolio’s fixed income
allocation from longer duration funds to shorter
duration funds can shorten overall portfolio duration,
decreasing sensitivity to the negative effects of rising
long term rates. With rates set to increase in the US
and eventually in Europe, many investors have been
looking to short-dated bonds as a means of reducing
their overall interest rate risk by diversifying their
longer term duration bond holdings.

At the same time, in order to avoid negative yields in
euro treasury portfolios, some investors are adopting a
‘barbell’ strategy of investing in long-dated treasuries
and adding credit risk with shorter duration bonds.

The chart below plots indices across the SPDR ETF
Fixed Income range, highlighting their yield as well

Figure 4: Mapping Interest Rate Risk and Yield
Yield to Worst (%)

RATE RISK WITH ETFs

as their interest rate risk. We can observe the
following;:

¢ Short maturity treasury indices can exhibit
negative yield while exposing investors to
interest rate risk should curves normalise post
the negative interest rate policies that some
central banks are moving towards.

¢ Long-dated treasury indices offer significant
duration with the potential to outperform but
only have a thin yield buffer to protect against a
rise in rates.

¢ Investment grade corporate bonds offer a
more sensible trade-off despite a recent increase
in credit spreads.

¢ High yield and emerging market debt offer the
most attractive long term risk-reward profile:
yield will prevail against interest rate risk but at a
significantly higher potential of default rate risk—
this remains the conundrum of diversification
assets in general.

High Yield & EMD @ G Corporate @  Aggregate @  Treasuries @
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Source: SSGA, Barclays POINT as of 29 February 2016. Characteristics as of the date indicated are subject to change and should not be relied upon as current thereafter.
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Why ETFs for your Core Fixed
Income Portfolio?

ETFs make ideal building blocks for a
core fixed income allocation.

ACCESS

Fixed income ETFs offer investors instant exposure to an asset
class that has historically been illiquid and difficult to access.

FLEXIBILITY

Investors have a huge choice of ETF exposures with which to
overlay their portfolio. Making subtle moves in duration, credit
quality or currency can be done quickly and with ease.

LIQuIDITY

Many investors hold a percentage of their portfolio in ETFs;
since they are at least as liquid as their underlying holdings and
may also provide additional layers of liquidity, they allow for
effective cash management.

PRECISION

The SPDR range of investment grade ETFs tracks a single index
family (Barclays) for its government and corporate bond funds,
ensuring no overlaps or duplication of bonds between segments.

COST EFFICIENCY

Fixed income ETFs offer competitive spreads on exchange and
in the primary market and one simple, transparent TER fee.
The SPDR range offers access to investment grade government
bonds at 0.15% TER, aggregate bonds at 0.17% and corporate
bonds for 0.20% TER or less.®

01a. 017 0.20.
| TER | TER | TER

Investment Grade Aggregate Corporate
Government Bonds Bonds Bonds

SPDRETFs | State Street Global Advisors
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Fixed income allocations of government bonds used
to be considered the easy way to build a portfolio for
yield purposes: allocations were adjusted according to
the investor’s return expectations and risk tolerance.
However, this is no longer possible for European
investors — low potential returns are the harsh
reality of the 'lower for longer’ environment.

Indeed, looking at past performance and expected
returns, investors face tough decisions in seeking to
gain potential positive expected returns. The
expected return forecasts of SSGA’s Investment
Solutions Group point towards low annualised
returns for the upcoming five years. This will likely
push investors to adapt the risk profile of their
portfolios in order to gain positive yield and
potentially positive returns.

Figure 5: Medium-Term Forecasts in Local Currency

Annualised Return (%) Annualised Volatility (%)
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Source: SSGA Investment Solutions Group, 31 December 2015. Annualised
returns and volatility forecasts. Forecasted returns are based upon
estimates and reflect subjective judgments and assumptions. These results
were achieved by means of a mathematical formula and do not reflect the
effect of unforeseen economic and market factors on decision-making. The
forecasted returns are not necessarily indicative of future performance,
which could differ substantially.
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FIXED INGONE
DIVERSIFICATION

Given the importance of fixed income assets in
achieving long-term investment goals, we believe it
is an opportune time to apply some different
thinking to bond allocations.

Diversification within fixed income can be
summarised as diversification across:

¢ Geography and currency
(i.e. US, Europe, Emerging Markets)

¢ Sub-asset classes
(i.e. corporate, high yield)

¢ Maturity segments
(i.e. short, intermediate and long-dated)

ETFs provide the flexibility to
employ a nimble asset
allocation style across:

CORPORATE INVESTMENT GRADE

HIGH YIELD AND EMERGING MARKET DEBT
CONVERTIBLE BONDS
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High Yield Bonds
¢ Emerging Market Local Currency Debt
¢ Emerging Market Hard Currency Debt

¢ Convertible Bonds

High Yield Bonds

In a ‘lower for longer’ environment, high yield bond
ETFs have been growing in acceptance as an
additional tool to generate higher returns. As high
yield bonds are rated below investment grade, they
carry a higher risk of default but yields will typically
be high thanks to the higher coupon rates offered to
compensate for the additional risk. As ever, investors
should take care to fully understand the risks before
investing; a focus on the index construction and
inclusion rules will be key to any due diligence.
These rules model the sector, quality, and maturity
breakdown of the index, and impact return
expectations in different market environments

(e.g. weight of financials, energy, and duration).

Emerging Market Local Currency Debt

Emerging market local currency debt offers
additional yield enhancement potential while also
providing diversification benefits, and is becoming
increasingly popular for inclusion in portfolios
alongside core exposures.

Investors usually consider allocations to emerging
market local currency debt in their portfolios for
the following reasons:

¢ Portfolio diversification
¢ Currency diversification

¢ Return potential

EM local currency debt returns have generally
exhibited very low correlations with those of
developed bond markets and eurozone bond
markets particularly. The importance of
diversification was highlighted during the eurozone
debt crisis when sovereign creditworthiness and
debt sustainability came into sharp focus.

Investors may consider tilting sovereign bond
portfolios away from weak growth, and the ultra-
low yields of European government bonds, towards
economies with higher yields, declining inflation
and better debt dynamics.

Emerging Market Hard Currency Debt

Issuers from emerging markets, in particular
corporations and some less developed sovereigns,
tap into issuance in hard currency (such as the US
dollar) or non-domestic currency. This is either due
to their domestic currency’s lack of convertibility or
because there is a need for a sovereign or a
corporation from these countries to fund projects
with a more liquid currency.

These indices are akin to credit indices and tend to
include both investment grade as well as high yield
issuers. They are often USD-based, as this has been
the issuance currency of choice over the past few
decades. Some euro issuance does exist as well but
overall it tends to remain much smaller.

Default risk exists as issuers are more vulnerable to
external shocks such as a rapid devaluation of their
currency versus the US dollar, for example.

Figure 6: Emerging Market Debt Issuance
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Source: Source: Barclays, JPMorgan, SSGA as of 31 December 2015.
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Convertible Bonds

Investors of all sizes use global convertible bonds as
a strategic and tactical means to seek to enhance
the more traditional components of their portfolio
returns. Historically, it has been expensive and
difficult for all but the most sophisticated investors
to access this market directly, but exposure can now
be found through more efficient routes, such as
mutual funds and ETFs.

Some investors allocate to convertible bonds for
the following reasons:

* To seek to increase returns in their fixed
income portfolio

¢ Toreduce drawdown risk and volatility in their
equity allocation

¢ Some investors consider convertible bonds to be
a hybrid instrument and manage this exposure
out of their multi-asset or alternative allocations

This varied approach to the asset class illustrates
the diversification benefits that convertible bonds
can add to many different asset allocation models.

In a world that is expected to experience increasing
economic and policy divergence, volatility may
remain higher than in previous periods. Convertible
bonds tend to benefit in this environment thanks to
the embedded optionality of the instrument.

RISK AND RETURN DIVERSIFICATION

Over the long term, returns will likely come from
investors shifting part of their portfolios towards
higher risk exposures, as the divergence in terms of
expected long-term returns between safer and
riskier assets is expected to increase (see Figure 5:
Medium-Term Forecasts in Local Currency).

ETFs can allow investors to tactically and
strategically allocate to these riskier categories to
enhance portfolio returns in a transparent, flexible
and cost-efficient manner.

Figure 7: Risk-Return and Diversification — Average
monthly risk-return since 31 December 2005

0.8

US High Yield Very Liquid
06 Euro Liquidity Screened High Yield
' Global Cenvertible Bond Index @

Global Corporate

0.4 Global Aggriegate
3 EMD Local Currency
Global Treasury
0.2
0.0 0.0 0.5 1.0 15 2.0 25 3.0 35 40

Source: SSGA, Bloomberg, Barclays POINT, Thomson Reuters. Average monthly risk
return since 31 December 2005. Past performance is not a guarantee of future results.
The index returns are unmanaged and do not reflect the deduction of any fees or
expenses. The index returns reflect all items of income, gain and loss and the
reinvestment of dividends and other income.
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Why ETFs for Portfolio
Diversification?

Whether investors are seeking strategic or tactical
portfolio diversification, ETFs may be an effective
choice for portfolio management.

NICHE EXPOSURES

For investors seeking passive, flexible and cost-efficient
exposure to niche markets, ETFs may be the only passive
product available. The SPDR range includes a number of
ETFs that track markets previously only available through
active management, such as global convertible bonds.

NIMBLE ASSET ALLOCATION .

Segments such as emerging markets can be volatile, but the
liquidity of ETFs makes them an effective tool for under- or
overweighting exposures when the markets turn.

TRANSPARENCY B

A passive approach may help lessen the risk of holdings
overlap or overexposure to various regions, issuers or
durations in your portfolio, thanks to the transparent
nature of ETFs. This can be particularly important when
portfolio diversification is key.

COST EFFICIENCY

One simple, transparent TER fee, even for niche
market exposures.

SPDRETFs | State Street Global Advisors 17
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LIQUIDITY

Many institutions have begun to look for new ways
to manage their liquidity requirements, partly due

to the strict capital requirements and constraints of

today’s financial environment. Since fixed income
ETFs trade like equities, they can provide an
additional layer of liquidity for investors.

The liquidity resulting from the exchange-traded

nature of fixed income ETFs allows investors to buy
or sell ETF shares on the secondary market without

having to access the underlying bond market.

The Liquidity Paradigm of
Fixed Income ETFs

Since the 2008 financial crisis, institutional use of
fixed income ETFs has increased exponentially,
elevating ETFs’ secondary market liquidity, while
individual bond liquidity has declined.

Similarly, bond issuance has surged in the last few

years, even while trading and managing fixed income

allocations has become more difficult due to the

scaled back involvement of investment bank trading
desks. As aresult, we’ve seen a shift from single issue

to ETF basket trading as a natural by-product.

Figure 8: The ETF Eco-System and Relationship
with Liquidity
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MANAGEMENT

How Do Fixed Income ETFs
Offer Liquidity?

Due to their open-ended structure, fixed income
ETFs offer liquidity through both the primary and
the secondary markets, which are defined as follows:

¢ Primary market transactions are those that
result in the creation or redemption of new ETF
units. These take place off exchange and directly
involve the ETF manager. The liquidity in the
primary market is derived from the liquidity of
the underlying securities, and large transactions
can be processed without causing a market
impact. The value of impact varies between funds
and depends on the liquidity profile of the
underlying securities, but in general, the primary
market offers a greater depth of liquidity to
facilitate larger block transactions.

¢ Secondary market transactions are those
involving the purchase and sale of existing ETF
units. These typically take place on-exchange
— although they also include bilateral OTC block
trades — and do not involve the ETF manager.
Historical volumes traded in the secondary market
provide an indication of recent activity. It does not
provide a comprehensive measure of the potential
liquidity of the ETF given the availability of larger
block liquidity in the primary market.

Liquidity through brokers in secondary
market trading.

ETF Market Makers Primary Market Sourcing liquidity through authorised

APs/ Participating Dealers
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Liquidity depends on the participants for creation/redemption
securities” underlying liquidity. (either due to size or investor preference).




Why is a Centralised Secondary Market Important?

The fixed income ETF market is centralised on an exchange, in contrast to the
fragmented and inefficient OTC bond market.

This aspect of secondary market liquidity is a driving force behind increased fixed
income ETF use. For instance, one benefit is the on-screen liquidity of ETFs that
track niche areas of the market, such as high yield, and which trade at tighter spreads
than the underlying basket of constituents. This dynamic generally leads to increased
volume in the secondary market.

Depending on the size of the ETF and demand for secondary market trading, the
spreads on the ETF may actually be tighter than the spreads on the underlying bonds.
For example, the spreads on the SPDR ETFs in Figure 9 all trade tighter than the
underlying basket of bonds. This attribute, where applicable, enables ETF investors to
effectively access asset classes more cheaply than they would be able to if they were to
buy the bonds directly.

Finally, a central exchange order book brings efficiency and less counterparty risk to a
complex and fragmented OTC market.

Figure 9: ETFs May Offer the Potential for Price Improvement

1.0 Basis Points [ Portfolio Spread
ETF Spread
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0.0 SPDR Barclays Euro SPDR Barclays Emerging SPDR Barclays

High Yield Bond Markets Local Bond Euro Corporate Bond
UCITS ETF UCITS ETF UCITS ETF

Source: SSGA, Bloomberg. Average on exchange spreads as at 9 February 2016.
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The structural characteristics of fixed income ETFs
further aid liquidity:

¢ The liquidity of fixed income ETFs help to
provide a framework during volatile markets. We
have seen high yield ETF volume and credit
spreads move in tandem during periods of
volatility, acting as a price discovery tool for
market participants when the underlying bond
markets might not be reacting as quickly.

¢ The indices that SPDR ETFs track are usually
more diversified than comparable active
products, often with explicit security or issuer
caps in place.

¢ The high transparency of SPDR ETFs
contrasts with the, at times, opaque processes
and disclosure provided by the typical active
bond manager.

¢ The transparency of ETFs also make them an
attractive alternative to credit default swaps,
which are highly opaque. ETFs are traded on a
public exchange, are centrally cleared and are
supported by baskets of cash bonds.

¢ The presence of several dozen market
makers, authorised participants, arbitrageurs
and other investors helps the ETF to trade in line
with the underlying bond portfolio.

Investors should remember, however, that ETFs are
simply an efficient vehicle for accessing the bond
markets. If the market for US high yield bonds
becomes illiquid and market values decline, for
example, one should expect a similar fall in the
value of the ETF.

ETF sponsors use bid prices of individual bonds to
calculate their fixed income ETF NAVs. In contrast,
individual bonds and ETFs typically trade closer to
the midpoint between the bid and ask (a bid price is
lower than a midpoint in the bid/ask relationship).
As aresult, fixed income ETFs generally trade at
premiums to their NAVs.

During times of market stress and/or heavy selling
pressure, ETFs may trade at discounts, conveying
market sentiment and reflecting the risk market
makers face to sell the underlying cash bonds. In
periods of stress, ETF shares trading on the
exchange reflect the current consensus of the ETF’s
value, established by many investors. In contrast,
many individual bonds do not trade on a given day.
This could cause the ETF shares to appear to trade
at a discount to the NAV as the NAV may be slower
than the market to react to price volatility.

Fixed Income ETFs as a Price Discovery Tool

ETFs can act as a price discovery tool as a result of
their transparency, liquidity and efficient trading.
For example, some high-yield bonds do not trade
regularly on the secondary market. However, ETFs
that track those markets do trade regularly. During
periods of higher volatility, the on-exchange and
more transparent secondary market for ETF shares
will display the market’s sentiments earlier than
the over-the-counter and more fragmented trading
of the high yield bond market.
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At SSGA, we are continually searching
for new ways to help authorised
participants and market makers analyse
the underlying markets and manage the
creation and redemption process more
efficiently. Recently, SSGA worked with
Bloomberg to establish a new set of
analytic tools for fixed income ETF
trading. These tools aim to address the
lack of standardisation for valuing,
quoting and trading fixed income ETFs.
The result is the first comprehensive
solution for the primary market of fixed
income ETFs, and automates the process
of creating and redeeming baskets.

Bloomberg subscribers can access more information via
BSKT<GO> on the Bloomberg Professional service.

For more information about the Bloomberg Fixed Income ETF
Basket Tool contact SPDR’s Capital Markets Group at
SPDRsEuropeCMG@ssga.com or +44 (0)20 3395 6888.

SPDRETFs | State Street Global Advisors
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The traditional approach of allocating only to
core exposures is no longer practical in today’s
low growth and low yield environment.
Investments that offer additional yield
enhancement potential and targeted duration
exposures are increasingly important for
inclusion in portfolios alongside core exposures.
Greater choice and liquidity to combat lower
yields is key.

SPDR ETFs can help investors seeking to
precisely manage both their duration exposure
and need for yield in a transparent and
coherent manner.

We are one of the only ETF providers in

Europe to offer a complete fixed income suite

of physically replicated exposures across
developed market investment grade
government and corporate bonds as well as high
yield, emerging market and convertible bonds.




GHOOSE A GLOBAL
LEADER FOR YOUR FIXED
INCOME SOLUTIONS

The right exposures

‘We build exposures we know are needed in investment portfolios and
that cross the spectrum of risk, diversification and yield. Our range of
fixed income ETFs allows investors to easily build core exposures and
diversify across regions, maturity segments, and sub-asset classes.

A focus on liquidity

Flexible dealing models and the development of efficient tools such as
BSKT on Bloomberg allow Authorised Participants to offer deeper
liquidity at a low cost to ETF investors.

Consistent index methodology

Barclays’ index methodology across the government and corporate
bond range ensures no duplication or overlap.

Global fixed income specialists

SSGA has over 30 years’ experience managing passive fixed income
products, with over $270 billion® in AUM and over 60 fixed income
investment professionals.

Precise

Diversified beta exposure across all maturity segments from three
major currencies (USD, EUR and GBP).

SPDRETFs | State Street Global Advisors
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Core Exposure and Diversification
Opportunities with the SPDR ETF Range

US Corporate US Treasury Euro Corporate

Euro Treasury UK Corporate UKGilt

EM Debt High Yield Multi-Asset

Manage the yield curve with the
SPDR ETF Range

All Maturity Short Maturity

Intermediate Maturity Long Maturity

Explore the SPDR range of fixed income
ETFs at spdrseurope.com



Investors need to understand yield, the underlying constituents and the bid-ask spread of potential fixed
income ETFs when constructing portfolios. There are two Bloomberg tools that investors can use for
efficient portfolio analysis and construction — the PORT and YAS functions.

Portfolio Analytics and Risk

Provides risk/scenario and performance analysis of
an ETF’s underlying portfolio.

T Vigw 10 Action
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Source: Bloomberg, 29 February 2016. Characteristics are as
of the date indicated, are subject to change, and should not
be relied upon as current thereafter.

Yield and Spread Analytics

Uses Internal Rate of Return (IRR) methodology
for calculating an ETF’s metrics such as yield to
worst, duration, convexity and spreads in relation to
various benchmarks.

Yield and Spread Analysi
—TT—

65
S40BL O 04/20 #171 |
A 101 i

/Y

EL) 542

-
4.976fvst [

Source: Bloomberg, 29 February 2016. Characteristics are as
of the date indicated, are subject to change, and should not
be relied upon as current thereafter.
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GLOSSARY

Authorized Participant (AP)

Financial institutions responsible for the creation and redemption
of ETFs that play a key role in ETF liquidity.

Bid-Offer Spread

This is the difference between the best price in which ETF shares
are offered up for sale and for purchase. It is often quoted as
a percentage.

Credit Rating

The credit rating is an important signal of the ability of the
borrower to meet their debt obligations. Credit ratings are issued
by ratings agencies such as Standard & Poor's® (S&P®), Moody’s
and Fitch, and reflect the risk of investing in the issuer. The higher
the credit rating, in general, the lower the amount of risk
associated with the investment. Using the S&P scale, anything
between AAA and BBB- is considered ‘investment grade’, and
anything below BBB- is classified as ‘speculative’, sometimes
referred to as ‘junk bonds'.

Interest Rate/Coupon Rate

The coupon rate is the annual interest rate paid to the investor,
calculated as a percentage of the face value. In this example, the
amount received as a coupon payment would be 5.00% x $100
face value = $5 per year. The coupon rate can be fixed (usually paid
semi-annually) or floating (usually paid quarterly). For floating
coupons, the rate is expressed as a margin (in basis points) over a
reference rate. If paid quarterly, this is usually the 90 day Bank Bill
Swap (BBSW) rate.

Issuer

The issuer of the bond is the borrower of money who is responsible
for repaying the investor the amount borrowed (plus interest), at
the end of the loan period. The more financially secure the issuer
is, the more confident an investor will feel about receiving their
expected payments.

Market Maker

Professional traders that buy and sell ETFs and provide liquidity to
the fund.

Maturity Date

The date the issuer is required to repay the par value to the
investor. Bonds are generally issued with a minimum of one year to
maturity, however the date can be as long as required, assuming
investors will lend money to the issuer for that period.

Net Asset Value (NAV)

The price of a share determined by the total value of the securities
in the underlying portfolio, minus any liahilities.

Over-the-counter (0TC)

An OTC ETF trade refers to a transaction that is agreed and
executed directly between an AP or Market Maker and an investor.

Par Value/Face Value/Principal

The face value of the bond represents the amount an investor will
be paid on maturity of the bond. It is also the principal amount that
is used to calculate regular coupon payments.

Premium and Discount

If an ETF is trading above its NAV, the ETF is said to be trading at a
premium. If the price of the ETF is trading below its NAV, the ETF
is said to be trading at a discount.

Primary Market

The market where APs create and redeem ETF shares in-kind or in
cash, known as creation units.

Secondary Market

The market in which ETF shares that currently exist are traded on
exchanges between investors.

" Source: SSGA, Bloomberg. Based on actively managed funds and ETFs as of 31 January 2016.

2To view the full report, please visit: www.ey.com

% As of 31 December 2015.

* Source: SSGA, Bloomberg, Morningstar, as of 31 January 2016.
5 Source SSGA, as at 31 January 2016.

8 Source: SSGA, of 31 December 2015.
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For investment professional use only.
Not for use with the public.

For Investors in Austria: The offering of SPDR ETFs by the Company has been notified
to the Financial Markets Authority (FMA) in accordance with section 139 of the Austrian
Investment Funds Act. Prospective investors may obtain the current sales Prospectus,
the articles of incorporation, the KIID as well as the latest annual and semi-annual report
free of charge from State Street Global Advisors GmbH, Brienner Strasse 59, D-80333
Munich. T: +49 (0)89-55878-400. F: +49 (0)89-55878-440.

For Investors in Finland: The offering of funds by the Companies has been notified

to the Financial Supervision Authority in accordance with Section 127 of the Act

on Common Funds (29.1.1999/48) and by virtue of confirmation from the Financial
Supervision Authority the Companies may publicly distribute its Shares in Finland.
Certain information and documents that the Companies must publish in Ireland pursuant
to applicable Irish law are translated into Finnish and are available for Finnish investors
by contacting State Street Custodial Services (Ireland) Limited, 78 Sir John Rogerson’s
Quay, Dublin 2, Ireland.

For Investors in France: This document does not constitute an offer or request

to purchase shares in the Companies. Any subscription for shares shall be made in
accordance with the terms and conditions specified in the complete Prospectuses,

the KIID, the addenda as well as the Companies’ Supplements. These documents are
available from the Company centralizing correspondent: State Street Banque S.A.,
23-25 rue Delariviere- Lefoullon, 92064 Paris La Defense Cedex or on the French part

of the site spdrseurope.com. The Companies re undertakings for collective investment

in transferable securities (UCITS) governed by Irish law and accredited by the Central
Bank of Ireland as a UCITS in accordance with European Regulations. European Directive
no. 2009/65/CE dated 13 July 2009 on UCITS, as amended, established common rules
pursuant to the cross-border marketing of UCITS with which they duly comply. This
common base does not exclude differentiated implementation. This is why a European
UCITS can be sold in France even though its activity does not comply with rules identical
to those governing the approval of this type of product in France. The offering of these
compartments has been notified to the Autorité des Marchés Financiers (AMF) in
accordance with article L214-2-2 of the French Monetary and Financial Code.

For Investors in Germany: The offering of SPDR ETFs by the Companies has been
notified to the Bundesanstalt fir Finanzdienstleistungsaufsicht (BaFin) in accordance with
section 312 of the German Investment Act. Prospective investors may obtain the current
sales Prospectuses, the articles of incorporation, the KIIDs as well as the latest annual
and semi-annual report free of charge from State Street Global Advisors GmbH, Brienner
Strasse 59, D-80333 Munich. T: +49 (0)89-55878-400. F: +49 (0)89-55878-440.

For Investors in Ireland: State Street Global Advisors Ireland Limited is regulated
by the Central Bank of Ireland. Incorporated and registered in Ireland at Two Park
Place, Upper Hatch Street, Dublin 2. Registered number 145221. Member of the Irish
Association of Investment Managers. T: 353 (0) 1 776 3000. F: 353 (0) 1 776 3300.

For Investors in Italy: State Street Global Advisors Limited, Milan Branch (Sede
Secondaria di Milano) is a branch of State Street Global Advisors Limited, a company
registered in the UK, authorised and regulated by the Financial Conduct Authority (FCA ),
with a capital of GBP 71'650'000.00, and whose registered office is at 20 Churchill Place,
London E14 5HJ. State Street Global Advisors Limited, Milan Branch (Sede Secondaria di
Milano), is registered in Italy with company number 06353340968 - R.E.A. 1887090 and
VAT number 06353340968 and whose office is at Via dei Bossi, 4 - 20121 Milano, Italy. T:
3902 32066 100. F: 39 02 32066 155.

For Investors in Luxembourg: The Companies have been notified to the Commission
de Surveillance du Secteur Financier in Luxembourg in order to market their shares

for sale to the public in Luxembourg and the Companies are notified Undertakings in
Collective Investment for Transferable Securities (UCITS).

For Investors in the Netherlands: This communication is directed at qualified

investors within the meaning of Section 2:72 of the Dutch Financial Markets Supervision
Act (Wet op het financieel toezicht) as amended. The products and services to which
this communication relates are only available to such persons and persons of any other
description should not rely on this communication. Distribution of this document does
not trigger a licence requirement for the Companies or SSGA in the Netherlands and
consequently no prudential and conduct of business supervision will be exercised over
the Companies or SSGA by the Dutch Central Bank (De Nederlandsche Bank N.V.) and
the Dutch Authority for the Financial Markets (Stichting Autoriteit Financiéle Markten).
The Companies have completed their notification to the Authority Financial Markets in
the Netherlands in order to market their shares for sale to the public in the Netherlands
and the Companies are, accordingly, investment institutions (beleggingsinstellingen)
according to Section 2:72 Dutch Financial Markets Supervision Act of Investment
Institutions.

For Investors in Norway: The offering of SPDR ETFs by the Companies has been
notified to the Financial Supervisory Authority of Norway (Kredittilsynet) in accordance
with applicable Norwegian Securities Funds legislation. By virtue of a confirmation letter
from the Financial Supervisory Authority dated 28 March 2013 (16 October 2013 for
umbrella Il) the Companies may market and sell their shares in Norway.

For Investors in Spain: SSGA SPDR ETFs Europe | plc and SSGA SPDR ETFs Europe

Il plc have been authorised for public distribution in Spain and are registered with the
Spanish Securities Market Commission (Comision Nacional del Mercado de Valores)
under no.1244 and no.1242. A copy of the Prospectuses and Key Investor Information
Documents, the Marketing Memoranda, the fund rules or instruments of incorporation as
well as the annual and semi-annual reports of SSGA SPDR ETFs Europe | plc and SSGA
SPDR ETFs Europe Il plc may be obtained from the Spanish distributors. The complete
lists of the authorised Spanish distributors of SSGA SPDR ETFs Europe | plc and SSGA
SPDR ETFs Europe Il plc is available on the website of the Securities Market Commission
(Comisién Nacional del Mercado de Valores).

For Investors in Switzerland: The information provided does not constitute advice

or an offer or solicitation to purchase shares. This document is directed at qualified
investors only, as defined by Article 10(3) of the Swiss Act on Collective Investment
Schemes (CISA) and Article 6 of the Swiss Ordinance on Collective Investment Schemes
(CISO). Certain of the funds are not registered with the Swiss Financial Market
Supervisory Authority (FINMA) which acts as supervisory authority in investment fund
matters. Certain of the funds referenced herein have not been authorised by the FINMA
as a foreign Collective Investment Scheme under Article 120 of the Collective Investment
Schemes Act of June 23, 2006. Accordingly, the shares of these funds may not be offered
to the public in or from Switzerland unless they are placed without public solicitation as
such term is defined by FINMA from time to time. In relation to those funds which are
registered with FINMA, prospective investors may obtain the current sales Prospectuses,
the articles of incorporation, the KIIDs as well as the latest annual and semi-annual
reports free of charge from the Swiss representative, State Street Fund Management
Ltd., Beethovenstrasse 19, 8027 Zurich, from the Swiss paying agent, State Street Bank
GmbH Munich, Zurich Branch, Beethovenstrasse 19, 8027 Zurich as well as from the main
distributor in Switzerland, State Street Global Advisors AG , Beethovenstrasse 19, 8027
Zurich. Before investing please read the Prospectuses and KIIDs, copies of which can be
obtained from the Swiss representative, or at spdrseurope.com.

For Investors in the UK: The Companies are recognised schemes under Section 264 of
the Financial Services and Markets Act 2000 (“the Act”) and are directed at ‘professional
clients’ in the UK (within the meaning of the rules of the Act) who are deemed both
knowledgeable and experienced in matters relating to investments. The products and
services to which this communication relates are only available to such persons and
persons of any other description should not rely on this communication. Many of the
protections provided by the UK regulatory system do not apply to the operation of the
Companies, and compensation will not be available under the UK Financial Services
Compensation Scheme.
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Advisors Limited ("SSGA”). Authorised and regulated by the Financial Conduct Authority.
Registered No. 2509928. VAT No. 5776591 81. Registered office: 20 Churchill Place,
Canary Wharf, London, E14 5HJ. T: 020 3395 6000. F: 020 3395 6350 Web: ssga.com

SPDR ETFs is the exchange traded funds (“ETF”) platform of State Street Global Advisors
and is comprised of funds that have been authorised by European regulatory authorities
as open-ended UCITS investment companies (“Companies”).

SSGA SPDR ETFs Europe | plc issue SPDR ETFs, and is an open-ended investment
company with variable capital having segregated liability between its sub-funds. The
Company is organised as an Undertaking for Collective Investments in Transferable
Securities (UCITS) under the laws of Ireland and authorised as a UCITS by the Central
Bank of Ireland.

SSGA SPDR ETFs Europe Il plc issue SPDR ETFs, and is an open-ended investment
company with variable capital having segregated liability between its sub-funds. The
Company is organised as an Undertaking for Collective Investments in Transferable
Securities (UCITS) under the laws of Ireland and authorised as a UCITS by the Central
Bank of Ireland.

This document is not, and under no circumstances is to be construed as, an offer or

any other step in furtherance of a public offering in the United States, Canada or any
province or territory thereof, where the Companies are not authorised or registered

for distribution and where the Companies prospectuses have not been filed with any
securities commission or regulatory authority. Neither this document nor any copy hereof
should be taken, transmitted or distributed (directly or indirectly) into the United States.
The Companies have not and will not be registered under the Investment Company Act of
1940 or qualified under any applicable state securities statutes.

The views expressed in this material are the views of the Intermediary Business Group
through the period ended 29 February 2016 and are subject to change based on market
and other conditions. This document contains certain statements that may be deemed
forward-looking statements. Please note that any such statements are not guarantees
of any future performance and actual results or developments may differ materially from
those projected. Past performance is not a guarantee of future results.

The information provided does not constitute investment advice as such term
is defined under the Markets in Financial Instruments Directive (2004/39/EC) or
applicable Swiss regulation and it should not be relied on as such. It should not
be considered a solicitation to buy or an offer to sell any investment. It does not take into
account any investor's or potential investor's particular investment objectives, strategies,
tax status, risk appetite or investment horizon. If you require investment advice you
should consult your tax and financial or other professional advisor. All material has been
obtained from sources believed to be reliable. There is no representation or warranty as
to the accuracy of the information and State Street shall have no liability for decisions
based on such information.

Exchange traded-funds (ETFs) trade like stocks, are subject to investment risk and will
fluctuate in market value. The value of the investment can go down as well as up and the
return upon the investment will therefore be variable. Changes in exchange rates may
have an adverse effect on the value, price or income of an investment. Further, there is
no guarantee an ETF will achieve its investment objective.

This communication is directed at professional clients (this includes eligible
counterparties as defined by the Appropriate EU Regulator) who are deemed both
knowledgeable and experienced in matters relating to investments. The products
and services to which this communication relates are only available to such persons
and persons of any other description (including retail clients) should not rely on this
communication.

These investments may have difficulty in liquidating an investment position without
taking a significant discount from current market value, which can be a significant
problem with certain lightly traded securities.

Investing involves risk including the risk of loss of principal.

Diversification does not ensure a profit or guarantee against loss.

Performance quoted represents past performance, which is no guarantee of
future results. Investment return and principal value will fluctuate, so you may
have a gain or loss when shares are sold. Current performance may be higher

or lower than that quoted. Visit spdrseurope.com for most recent month-end
performance.

The whole or any part of this work may not be reproduced, copied or transmitted or any
of its contents disclosed to third parties without SSGA's express written consent.

STATE STREET
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There can be no assurance that a liquid market will be maintained for ETF shares.

Frequent trading of ETFs could significantly increase commissions and other costs such
that they may offset any savings from low fees or costs.

Investments in emerging or developing markets may be more volatile and less liquid than
investing in developed markets and may involve exposure to economic structures that are
generally less diverse and mature and to political systems which have less stability than
those of more developed countries.

Bonds generally present less short-term risk and volatility than stocks, but contain
interest rate risk (as interest rates raise, bond prices usually fall); issuer default risk;
issuer credit risk; liquidity risk; and inflation risk. These effects are usually pronounced
for longer-term securities. Any fixed income security sold or redeemed prior to maturity
may be subject to a substantial gain or loss.

International Government bonds and corporate bonds generally have more moderate
short-term price fluctuations than stocks, but provide lower potential long-term returns.

Investing in foreign domiciled securities may involve risk of capital loss from unfavourable
fluctuation in currency values, withholding taxes, from differences in generally accepted
accounting principles or from economic or political instability in other nations.

Issuers of convertible securities tend to be subordinate to other debt securities issues

by the same issuer, may not be as financially strong as those issuing securities with
higher credit ratings, and may be more vulnerable to changes in the economy. Other

risks associated with convertible bond investments include: Call risk which is the risk
that bond issuers may repay securities with higher coupon or interest rates before the
security’s maturity date; liquidity risk which is the risk that certain types of investments
may not be possible to sell the investment at any particular time or at an acceptable
price; and investments in derivatives, which can be more sensitive to sudden fluctuations
in interest rates or market prices, potential illiquidity of the markets, as well as potential
loss of principal.

Thomson Reuters is a registered trademark of Thomson Reuters Corporation or its
affiliates. The SPDR Thomson Reuters Global Convertible Bond UCITS ETF is not
sponsored, endorsed, sold or promoted by Thomson Reuters or any of its affiliates
(“Thomson Reuters”). Thomson Reuters make no representation or warranty, express or
implied, and hereby expressly disclaims all warranties of merchantability or fitness for a
particular purpose, with respect to the Thomson Reuters Global Convertible Bond Index
(the “Index”) or any data included therein. Thomson Reuters makes no representation
or warranty, express or implied, regarding the advisability of investing in securities
generally, in the SPDR Thomson Reuters Global Convertible Bond UCITS ETF or the ability
of the Index to track general market performance. All intellectual property rights in the
Index values and constituent list vests in Thomson Reuters.

Investing in high yield fixed income securities, otherwise known as junk bonds, is
considered speculative and involves greater risk of loss of principal and interest than
investing in investment grade fixed income securities. These Lower-quality debt
securities involve greater risk of default or price changes due to potential changes in the
credit quality of the issuer.

Barclays is a trademark of Barclays, the investment banking division of Barclays Bank PLC
(“Barclays”) and has been licensed for use in connection with the listing and trading of
the SPDR Barclays ETFs. The products are not sponsored by, endorsed, sold or promoted
by Barclays and Barclays makes no representation regarding the advisability of investing
in them.

Standard & Poor's, S&P and SPDR are registered trademarks of Standard & Poor's
Financial Services LLC (S&P); Dow Jones is a registered trademark of Dow Jones
Trademark Holdings LLC (Dow Jones); and these trademarks have been licensed for use
by S&P Dow Jones Indices LLC (SPDJI) and sublicensed for certain purposes by State
Street Corporation. State Street Corporation’s financial products are not sponsored,
endorsed, sold or promoted by SPDJI, Dow Jones, S&P, their respective affiliates and
third party licensors and none of such parties make any representation regarding the
advisability of investing in such product(s) nor do they have any liability in relation
thereto, including for any errors, omissions, or interruptions of any index.

You should obtain and read the Companies’ Prospectuses prior to investing.
Prospective investors may obtain the current Prospectuses, the articles of
incorporation, the Key Investor Information Documents (KIIDs) as well as the
latest annual and semi-annual reports free of charge from State Street Global
Advisors, or from spdrseurope.com
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