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investors can use to measure return expectations per
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Figure 2: Sherman Ratio

The thirty-year secular decline in bond yields, central

As of September 30, 2015

bank easing, and global disinflation has reduced bond

0.65
0.60

yields to historic lows. The corollary of low yields has

0.55

increased

0.50
0.45

interest-rate

sensitivity

(i.e.,

longer

duration) as can be seen in the Barclays U.S.

0.40
0.35

Aggregate Bond Index. Given that the duration of the

0.30

Barclays U.S. Aggregate Index (“the Index”) at the

0.25
0.20

time of writing this, its near all-time highs. Risk

0.15

management in core bonds is essential. Further, one

0.10
0.05

will find that the Index sits at historical lows in terms

0.00

U.S.Treasuries

U.S. Corporates

U.S. MBS

Source: DoubleLine Capital
Past performance is no guarantee of future results.
You cannot invest directly in an index.

Barclays U.S. Aggregate

of its Sherman Ratio. As of September 30, 2015, the
Index carried nearly twice as many years of duration
3Q2015 Sherman Ratio

3

The Sherman Ratio
versus its yield, meaning more interest rate sensitivity
for little yield. Based on the Sherman Ratio, it would
only take a 41 basis point rise in interest rates over a
year to offset the index’s yield return. Active fixed
income management can improve a bond fund’s
Sherman Ratio when maximizing income relative to
duration while practicing prudent risk management.
We believe that active management can be a better

solution by offering investors the diversification of a
core fixed income while generating higher returns
through active management.
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Definitions
Barclays U.S. Aggregate Index - An index that represents securities that are SEC-registered, taxable, and dollar denominated. The
index covers the U.S. investment grade fixed rate bond market, with index components for government and corporate securities,
mortgage pass-through securities, and asset-backed securities. These major sectors are subdivided into more specific indices that are
calculated and reported on a regular basis.
Barclays U.S. Credit Index - The U.S. Credit component of the U.S. Government/Credit Index. This index consists of publically -issued
U.S. corporate and specified foreign debentures and secured notes that meet the specified maturity, liquidity, and quality
requirements. To qualify, bonds must be SEC-registered. The US Credit Index is the same as the former US Corporate Investment Grade
Index.
Barclays U.S. MBS Index - An index that measures the performance of investment grade fixed-rate mortgage-backed pass-through
securities of the Government-Sponsored Enterprises (GSEs): Ginnie Mae (GNMA), Fannie Mae (FNMA), and Freddie Mac (FHLMC).
Barclays U.S. Treasury Index - The U.S. Treasury component of the U.S. Government index. This index includes public obligations of
the U.S. Treasury with a remaining maturity of one year or more.
One cannot invest directly in an index.
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Disclaimers
Important Information Regarding This Report
Issue selection processes and tools illustrated throughout this presentation are samples and may be modified periodically. Such charts are not the only
tools used by the investment teams, are extremely sophisticated, may not always produce the intended results and are not intended for use by nonprofessionals.
DoubleLine has no obligation to provide revised assessments in the event of changed circumstances. While we have gathered this information from
sources believed to be reliable, DoubleLine cannot guarantee the accuracy of the information provided. Securities discussed are not recommendations
and are presented as examples of issue selection or portfolio management processes. They have been picked for comparison or illustration purposes
only. No security presented within is either offered for sale or purchase. DoubleLine reserves the right to change its investment perspective and
outlook without notice as market conditions dictate or as additional information becomes available. This material may include statements that
constitute “forward-looking statements” under the U.S. securities laws. Forward-looking statements include, among other things, projections,
estimates, and information about possible or future results related to a client’s account, or market or regulatory developments.
Important Information Regarding Risk Factors
Investment strategies may not achieve the desired results due to implementation lag, other timing factors, portfolio management decision-making,
economic or market conditions or other unanticipated factors. The views and forecasts expressed in this material are as of the date indicated, are
subject to change without notice, may not come to pass and do not represent a recommendation or offer of any particular security, strategy, or
investment. All investments involve risks. Please request a copy of DoubleLine’s Form ADV Part 2A to review the material risks involved in
DoubleLine’s strategies. Past performance is no guarantee of future results.
Important Information Regarding DoubleLine
In preparing the client reports (and in managing the portfolios), DoubleLine and its vendors price separate account portfolio securities using various
sources, including independent pricing services and fair value processes such as benchmarking.
To receive a complimentary copy of DoubleLine Capital’s current Form ADV (which contains important additional disclosure information, including risk
disclosures), a copy of the DoubleLine’s proxy voting policies and procedures, or to obtain additional information on DoubleLine’s proxy voting
decisions, please contact DoubleLine’s Client Services.
Important Information Regarding DoubleLine’s Investment Style
DoubleLine seeks to maximize investment results consistent with our interpretation of client guidelines and investment mandate. While DoubleLine
seeks to maximize returns for our clients consistent with guidelines, DoubleLine cannot guarantee that DoubleLine will outperform a client's specified
benchmark or the market or that DoubleLine’s risk management techniques will successfully mitigate losses. Additionally, the nature of portfolio
diversification implies that certain holdings and sectors in a client's portfolio may be rising in price while others are falling; or, that some issues and
sectors are outperforming while others are underperforming. Such out or underperformance can be the result of many factors, such as but not limited
to duration/interest rate exposure, yield curve exposure, bond sector exposure, or news or rumors specific to a single name.
DoubleLine is an active manager and will adjust the composition of client’s portfolios consistent with our investment team’s judgment concerning
market conditions and any particular sector or security. The construction of DoubleLine portfolios may differ substantially from the construction of any
of a variety of market indices. As such, a DoubleLine portfolio has the potential to underperform or outperform a bond market index. Since markets
can remain inefficiently priced for long periods, DoubleLine’s performance is properly assessed over a full multi-year market cycle.
Important Information Regarding Client Responsibilities
Clients are requested to carefully review all portfolio holdings and strategies, including by comparing the custodial statement to any statements
received from DoubleLine. Clients should promptly inform DoubleLine of any potential or perceived policy or guideline inconsistencies. In particular,
DoubleLine understands that guideline enabling language is subject to interpretation and DoubleLine strongly encourages clients to express any
contrasting interpretation as soon as practical. Clients are also requested to notify DoubleLine of any updates to Client’s organization, such as (but not
limited to) adding affiliates (including broker dealer affiliates), issuing additional securities, name changes, mergers or other alterations to Client’s legal
structure.
DoubleLine Group is not a registered investment adviser with the Securities Exchange Commission (SEC).
DoubleLine® is a registered trademark of DoubleLine Capital LP.
© 2015 DoubleLine Capital LP
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