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Item 2 - MATERIAL CHANGES    
 
 
Annual Update as of March 30, 2017 
There have been no material changes made to the Brochure since its last release on March 29, 
2016.  The Brochure has been updated to include:  
 

 Current information about the Adviser and its clients, including financial information as of 
December 31, 2016; and 

 Updated descriptions of specific strategies which may be offered by the Adviser to its 
current or prospective clients; 
 

Pursuant to SEC rules, we will ensure that you receive a summary of any material changes to this 
and subsequent Brochures within 120 days of the close of the Adviser’s fiscal year.  We may further 
provide other ongoing disclosure information about material changes as necessary. 
 
We will further provide you with a new Brochure as necessary based on material changes or new 
information, at any time, without charge. 
 
Currently, this Brochure may be requested by contacting Thomas R. Barrus, Vice President and 
Chief Compliance Officer, at 312-634-2607 or thomas.barrus@ppmamerica.com.   
 

mailto:wes.wetherell@ppmamerica.com
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Item 4 - ADVISORY BUSINESS  
 
Item 4.A. - Principal Owners – Who is PPM America, Inc.?  
 
PPM America, Inc. (the “Adviser”) was founded in 1990 to provide investment management 
services primarily to affiliates of Prudential plc, a company incorporated in the United Kingdom ("UK 
Parent"), which is publicly held.  The UK Parent and its affiliated companies constitute one of the 
world's leading financial services groups.  It provides insurance and financial services through its 
subsidiaries and affiliates throughout the world.  The UK Parent is not affiliated in any manner with 
Prudential Financial, Inc., a company whose principal place of business is in the United States of 
America.  As a result of its ownership by UK Parent, the Adviser is affiliated with other entities 
engaged in providing investment advisory and other related services.  The Adviser is 
headquartered in Chicago, Illinois, and has an office in Schaumburg, Illinois. 
 
Item 4.B. - Types of Advisory Services – What types of advisory services does the Adviser 
provide?  
 
The Adviser is the primary US institutional investment adviser for entities related to its UK Parent, 
and also to a limited number of unaffiliated institutional accounts (see Item 7 below).  The Adviser 
provides advice regarding securities and other investments, including U.S. public and private equity 
and fixed income securities, high yield debt, structured products (collateralized loan obligations 
(“CLOs”) and collateralized debt obligations (“CDOs”) as examples) and, as necessary, distressed 
securities.  The Adviser offers advice on a wide variety of security types denominated in US dollars, 
including but not limited to (i) equity securities (exchange-listed and over-the-counter, both for US 
and foreign issuers), (ii) corporate debt securities (including investment grade corporate debt 
(“investment grade”) securities and high yield corporate debt (“high yield”) securities), (iii) 
commercial paper, (iv) certain municipal securities, (v) US government securities, and (vi) 
derivatives (including options, futures, options on futures, swap transactions including but not 
limited to interest rate, total return and credit default swaps (on individual companies or indices), 
options on swaps and other similar transactions).  To a lesser extent, the Adviser also offers advice 
on similar types of securities or instruments denominated in currencies other than the US dollar.  
The Adviser also offers advice to clients with respect to investments in bank loans, private 
placements, leveraged buyouts, and mortgage and asset-backed securities.  Private placement 
and leveraged buyout opportunities may also be provided through the purchase of interests in 
partnerships or other entities and may involve equity or debt investments.  In addition, the Adviser 
may give investment advice to clients relating to subordinated debt or debtor-in-possession 
financing.  The Adviser also provides advice to clients regarding the work-out or restructuring of 
troubled or defaulted investments. 
 
Further, from time to time, at the request of its affiliates, including affiliated investment advisers, 
the Adviser provides affiliates with credit research and support, including consulting services 
relating to the investment management process, operations and other related functions of such 
affiliates. 
 
In addition to investment advisory services, the Adviser also assists its clients with class action 
claim filings.  In this regard, the Adviser has agreements or other instructions with its clients that 
either (a) the Adviser will handle class action claims filings (with the cooperation and assistance of 
the client or its custodian), by having the Adviser arrange (directly or through a service) for the filing 
and monitoring of such claims on behalf of the client, or alternatively (b) the client and/or its 
custodian or other client agent will handle such claims, and the Adviser will have no such obligation, 
except as specifically requested or to reasonably cooperate with the client or its agents with respect 
to such claims.  As described in response to Item 17 below, the Adviser will also accept delegated 
authority to vote client securities holdings pursuant to its proxy voting guidelines and procedures. 
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The Adviser focuses primarily on investment management for its clients, and generally does not 
provide other types of services (for example, investment accounting, custodial services, sales and 
distribution, etc.). With respect to accounts managed by the Adviser for its affiliates, the Adviser 
provides marketing and distribution support to such affiliates and their related distribution teams. 
 
Item 4.C. - Investment Restrictions – How does the Adviser tailor its advisory services for its 
clients? 
 
The Adviser works with clients to tailor its investment advisory services to the mandate provided 
by each client.  Client mandates are established through articulation of specific investment 
guidelines and restrictions, generally incorporated into the client’s investment advisory agreement 
or, in the case of pooled investment vehicles, the prospectus or other governing disclosure 
document.   
 
Item 4.D. - Wrap Fee Programs – Does the Adviser participate in wrap fee programs? 
 
The Adviser does not currently provide portfolio management or other services in connection with 
wrap fee programs. 
 
Item 4.E. - Assets Under Management – What is the amount of assets the Adviser manages for 
its clients? 
 
As of December 31, 2016, the Adviser managed approximately $100,8 billion in assets under 
management1 for its clients.  Of this amount, approximately $100.4 billion was managed for 49 
clients on a discretionary basis and approximately $371 million was managed for 2 clients on a 
non-discretionary basis.   

 
Item 5 - FEES AND COMPENSATION  
 
Item 5.A. - Fee Schedules2 - How is the Adviser compensated for its services? 
 
The Adviser’s fees are computed and billed on an annual, semi-annual, quarterly or monthly basis 
and are due from clients upon receipt of the billing statement.  Fees are generally paid in arrears.   
 
Client fees are generally computed based on the “market value,” GAAP book value or principal 
amount, as applicable and agreed, of assets under management in a client’s account.  While clients 
of the Adviser (or their custodian or other agent) are generally responsible for obtaining 
independent valuations of portfolio securities within their account, the Adviser may obtain and 
provide to clients valuations from independent pricing sources or, in the event that such 
independent valuations are unavailable, internally derived valuations based upon relevant security 
attributes and current market conditions.  The Adviser also charges certain clients a performance 
fee.  In addition, under very limited circumstances, the Adviser may charge affiliated clients a flat 
fee for certain research-related and other limited investment advisory services in place of an asset-
based fee.   
 
Fees are negotiable based on circumstances believed by the Adviser to be relevant, such as 
affiliation or other relationships with the Adviser or its affiliates, asset class, investment strategy, 
size or future growth potential, and other considerations. Any performance-based fee charged by 

                                                 
1 Form ADV Part 1 includes disclosure of Regulatory Assets Under Management (“Regulatory AUM”) which 

differs from the traditional calculation.  For example, Regulatory AUM includes uncalled commitments for 
certain private accounts normally excluded from the Adviser’s assets under management disclosure.  As of 
December 31, 2016, the Adviser’s Regulatory AUM was $101,197,967,932. 

   
2 This brochure is delivered only to “qualified purchasers” as defined in section 2(a)(51)(A) of the Investment 

Company Act of 1940, as amended. 
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the Adviser will comply with the requirements of the Investment Advisers Act of 1940, as amended 
(the “Advisers Act”), including, when applicable, Rule 205-3 thereunder.  Please see additional 
information in response to Item 6 below. 
 
Finally, as noted in response to Item 4.B., from time to time the Adviser will invest client assets in 
pooled investment vehicles that are managed by other managers, either affiliated or unaffiliated, in 
accordance with established investment guidelines.  In such instances, the client will normally pay 
management and performance fees to the pool’s manager.  Unless required by applicable law or 
pursuant to the terms of the specific agreement with the client, the Adviser typically does not reduce 
its fees or offset them by fees paid to the managers or advisers of these pooled products.  
 
Item 5.B. - Deduction of Fees – How are the Adviser’s fees paid?  
 
The Adviser’s fees are computed and billed on an annual, semi-annual, quarterly or monthly basis 
and are due from clients upon receipt of the billing statement.  The Adviser typically uses an 
average of assets under management for the billing period as the basis fee calculation and pro-
rates fees for partial billing periods, though the Adviser may use a different basis as specifically 
agreed with certain clients. Fees are not typically deducted but, if deducted, only as specifically 
agreed in writing with the client.  Except as discussed in Item 5.D. below, clients are billed for fees 
in arrears.   

Item 5.C. - Other Fees and Expenses – What other types of fees or expenses do clients pay the 
Adviser in connection with advisory services? 

 
The Adviser from time to time advances payment for certain investment-related fees and expenses 
of clients (such as legal fees), and is entitled to repayment of such advances.  Clients will also bear 
directly costs associated with custodians and other service providers to the account, as well as 
brokerage and other transaction costs associated with trading within the client account.  Investors 
in mutual funds or other pooled investment vehicles will also bear other fees relating to the pooled 
investment vehicle; see “Brokerage Practices” in Item 12 below.  Such fees are disclosed in the 
prospectus (or other governing document).  In addition, unless otherwise agreed, the Adviser is not 
obligated to pay any expenses of the client (or any other investment adviser to the client), including 
without limitation, expenses of employing lawyers or consultants in connection with restructuring 
any investment, interest and taxes. 
 
Item 5.D. - Prepaid Fees – Are clients of the Adviser required to prepay advisory fees or do they 
usually pay them in arrears? 
 
As noted in response to Item 5.A, fees due to the Adviser are generally paid in arrears following 
receipt of an applicable billing statement.  With respect to private equity funds sponsored by the 
Adviser, fees are paid quarterly in advance and would be rebated on a pro-rata basis in the event 
that the private equity fund is terminated before the end of a billing cycle. 
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Item 5.E. - Compensation for the Sale of Securities – Is the Adviser compensated for securities 
transactions or other types of services which might present a conflict? 
  
The Adviser is not compensated separately for securities transactions or other types of services 
which might present a conflict.  
 
The Adviser does not buy or sell investment products for client accounts through affiliated brokers 
or agents, and does not receive commissions or other compensation for the sale of investment 
products recommended to clients.  Also, the Adviser does not charge commissions or markups on 
the purchase or sale of investment products.  

 
Item 6 - PERFORMANCE-BASED FEES AND SIDE-BY-SIDE MANAGEMENT  
 
As noted in Item 5.A above, the Adviser charges a performance fee in connection with certain client 
accounts, including certain affiliated client accounts and certain structured products.  In addition, 
supervised persons of the Adviser may have responsibility for client accounts which are charged a 
performance fee as well as other accounts which are charged fees at a different rate.  Investors 
should note that such varying fee structures, as well as a performance-based fee, may create an 
incentive for an adviser to make investments that are riskier or more speculative than would be the 
case in the absence of a performance fee.  The Adviser has designed and implemented procedures 
to ensure that all clients are treated fairly and equally, and to prevent this conflict from influencing 
the allocation of investment opportunities among clients. 

 
Item 7 - TYPES OF CLIENTS  

 
The Adviser is the primary US institutional investment adviser for entities related to its UK Parent 
and serves as investment adviser to numerous affiliates of its UK Parent worldwide, including in 
the US, the UK and Asia.    
 
In the US, the Adviser serves as investment adviser to Jackson National Life Insurance Company 
(“Jackson”) and its wholly-owned subsidiary, Jackson National Life Insurance Company of New 
York, as well as certain other related entities relevant to the Adviser’s business.  The Adviser also 
currently serves as investment sub-adviser to nine mutual funds sponsored and advised by 
Jackson National Asset Management, LLC (“JNAM”), a wholly-owned subsidiary of Jackson.  
 
The Adviser serves as investment adviser to various UK affiliates of its UK Parent in connection 
with the management of either or both of the US equity and fixed income portion of certain accounts 
or funds. The Adviser has entered into sub-advisory or other similar arrangements with various 
affiliates of its UK Parent in Asia, including Singapore, Taiwan, South Korea and Japan based 
entities, to manage the US equity, fixed income or bank loan portions of certain of their respective 
clients’ portfolios.  In this capacity, the Adviser serves as investment adviser or sub-adviser to 
general accounts of affiliated insurance companies and various portfolios of investment products 
sponsored by affiliates, including a qualified investor scheme (“QIS”) fund in the UK, open-ended 
investment management funds in Japan, various sub-funds of open-ended investment companies 
registered in Luxembourg, and an investment trust fund in South Korea.  The Adviser also provides 
non-discretionary advisory services (consulting services and dealing services) to its affiliate in 
Taiwan for two Taiwanese on-shore investment funds.  The Adviser may also enter into other 
discretionary or non-discretionary advisory arrangements with affiliates in other jurisdictions. 
 
The Adviser also serves as an investment adviser to other affiliated and unaffiliated institutional 
clients such as a CDO, a CLO, private investment funds (in which certain affiliates and employees 
of PPM are investors) and a  foreign monetary fund.   
 



P a g e  | 5 
 
PPM America, Inc. Form ADV Part 2A   March 30, 2017 

The Adviser generally requires a minimum initial account size of $25 million for unaffiliated client 
relationships, which may be reduced under certain circumstances.  

 
Item 8 - METHODS OF ANALYSIS, INVESTMENT STRATEGIES AND RISK 
OF LOSS   
 
Item 8.A. - General Description – How does the Adviser formulate investment advice or manage 
client assets? 
 
In managing its clients’ assets, the Adviser seeks a clear understanding and commitment to the 
unique needs of its primarily affiliated institutional client base, and to develop investment strategies 
customized to each client’s needs through ongoing communication in creating and developing a 
defined strategy.   
 
The Adviser uses a variety of methods of analysis and investment strategies in formulating 
investment advice and/or managing client assets, including fundamental and technical analysis of 
a variety of information regarding current or potential investments, including but not limited to 
financial publications, third party research, information provided through credit rating services and 
other publicly available information.  Other sources of information used by the Adviser in performing 
its security analysis include other publicly available company financial statements, on-site meetings 
and teleconference calls with company management, company roadshows, information 
memorandums prepared by the company or its agents, product brochures, trade journals and 
newswire providers. Subject to information blocking procedures, the Adviser may also receive 
private information, including material non-public information, in connection with certain 
investments such as bank loans. For private equity investments, information is also received from 
equity sponsor groups.   
 
The Adviser also uses a variety of investment strategies to implement investment advice given to 
clients to the extent consistent with the client’s agreed-upon investment objectives, guidelines and 
restrictions, including but not limited to long term purchases (securities held at least a year), short 
term purchases (securities sold within a year), trading (securities sold within 30 days), short sales, 
margin transactions and option writing.  The Adviser also uses certain derivative transactions for 
risk management and other investment purposes, including, without limitation, options, futures, 
options on futures, swap transactions, including but not limited to interest rate, total return and 
credit default swaps (on individual companies or indices), options on swaps and other similar 
transactions.   
 
The Adviser implements agreed-upon client investment strategies primarily through designated 
portfolio management groups focused on particular asset classes, including the Fixed Income 
Group and the Public Equity and Private Equity Teams.  In addition, the Credit Research Team 
provides additional analysis and review to the Fixed Income Group, particularly in ongoing 
research, monitoring and provision of an internal “relative value” rating system independent from 
ratings obtained by nationally recognized statistical rating organizations.  The Risk Management 
Team oversees, monitors and provides risk management metrics and reporting across fixed 
income, bank loan and public equity client accounts.  In addition, the Debt Restructuring Group 
provides internal consulting, out-of-court and bankruptcy restructuring support, and litigation 
management for applicable client accounts.  Finally, the Administration Group provides operations, 
investment performance analysis, human resources, legal and compliance, information technology 
and other support services across all asset classes and accounts. 
 
The Fixed Income Group focuses on investments in public investment grade debt securities, public 
high yield debt securities, private fixed income securities, and structured products including asset 
backed and mortgage backed securities and CDOs/CLOs, as well as US government and agency 
securities.  Generally, the Fixed Income Group manages client accounts in accordance with total 
return strategies with an objective of outperforming peers or agreed-upon performance 
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benchmarks.  The Fixed Income Group also manages certain accounts in a manner that is highly 
customized, including strategies which are managed against agreed upon metrics specific to the 
individual client and those which are specific to affiliated insurance company asset liability 
matching. 
 
FIXED INCOME GROUP 
The Adviser’s fixed income portfolio management teams (collectively, the “Fixed Income Group”) 
manage two main groups of assets – one for the Adviser’s affiliate, Jackson, and one for a range 
of total return mandates, also generally sourced from affiliated companies and their clients.  Both 
groups of assets are managed with the same underlying investment philosophy and process; but 
the Jackson assets are managed against multiple metrics specific to Jackson’s needs, and the total 
return assets are generally managed with the primary objective of generating outperformance 
relative to benchmarks and/or peers. Specific total return strategies include the following “core,” 
“core plus,” “multi-sector,” “nontraditional” and “custom” strategies for both investment grade 
and high yield assets: 
 
1.  Core Strategies:  The Fixed Income Group’s core strategies are actively managed and invest 
in varying segments of the fixed income universe, which are typically reflected by a benchmark. As 
a result, investment parameters are generally benchmark relative. These strategies seek to 
maximize excess return versus their respective benchmarks over one- and three-year time 
horizons; however performance versus relevant peer groups for many of the strategies is also 
tracked as a supplementary measure. Excess return is sought primarily through security selection 
and sector rotation and, to a varied and lesser extent, duration and yield curve management. The 
main difference between “core” and “core plus” strategies is that core plus strategies generally 
exercise greater investment latitude in terms of ratings, non-benchmark allocations and various 
other portfolio parameters.   
 

A. The Core Low Duration strategy focuses primarily on individual security selection and 
sector rotation.  It is benchmarked against the Barclays US 1-3 Year Government/Credit 
Index and invests primarily in short-duration US dollar-denominated investment grade 
securities, with a bias toward corporate bonds and structured securities. The strategy also 
has limited flexibility to invest in high yield securities.  

B. The Core Fixed Income strategy focuses primarily on sector rotation and individual 
security selection. It is benchmarked against the Barclays US Aggregate Index and invests 
primarily in US dollar-denominated investment grade asset classes represented in the 
benchmark, including US Treasury, government-related, corporate and structured 
securities.  The strategy typically does not purchase securities rated below BBB- (or its 
equivalent); however, it may hold securities downgraded below this threshold after 
purchase.  

C. The Core Credit strategy focuses primarily on individual security selection and secondarily 
on sector rotation.  It is benchmarked against a custom version of the Barclays US Credit 
Index, which imposes a 2% issuer constraint and excludes bonds that are rated below 
investment grade by any one of the three rating agencies. It invests primarily in US dollar-
denominated investment grade corporate bonds and, to a lesser extent, non-corporate 
securities represented in the benchmark, including Sovereigns, Supranationals, Foreign 
Agencies and Foreign Local Governments. It also has considerable flexibility to invest in 
structured securities. The strategy typically does not purchase securities rated below BBB- 
(or its equivalent); however, it may hold securities downgraded below this threshold after 
purchase.  

D. The Floating Rate Income strategy focuses primarily on individual loan and security 
selection. It is benchmarked against the S&P/LSTA Leveraged Loan Index and invests 
primarily in US dollar-denominated floating rate loans and other floating rate instruments. 
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It also has flexibility to invest in non-floating rate instruments, including fixed rate corporate 
bonds, structured securities and equities.  

E. The High Yield Core Constrained strategy focuses primarily on individual security 
selection and portfolio diversification.  It is benchmarked against the BofA Merrill Lynch US 
High Yield Constrained Index, which imposes a 2% issuer constraint and includes deferred 
interest bonds and payment-in-kind securities. It invests primarily in US dollar-denominated 
high yield corporate bonds and has limited flexibility to allocate to non-benchmark security 
types, including investment grade corporate securities and Treasuries. The strategy does 
not purchase equity securities but can hold them if they are incidental to high yield portfolio 
management, such as those obtained through debt-to-equity exchanges. 

F. The High Yield Core strategy focuses primarily on individual security selection and 
portfolio diversification. It is benchmarked against the BofA Merrill Lynch US High Yield 
Constrained Index, which imposes a 2% issuer constraint and includes deferred interest 
bonds and payment-in-kind securities. It invests primarily in US dollar-denominated high 
yield corporate bonds but has broad flexibility to allocate to other asset classes, including 
investment grade corporate bonds, structure securities, floating rate loans and equity.  

 
2.  Core Plus Strategies:  The Fixed Income Group’s core plus strategies are actively managed 
and invest in varying segments of the fixed income universe, which are typically reflected by a 
benchmark. As a result, investment parameters are generally benchmark relative. The strategies 
seek to maximize excess return versus their respective benchmarks over one- and three-year time 
horizons; however, performance versus relevant peer groups is also tracked as a supplementary 
measure. Excess return is sought primarily through sector rotation, security selection and, to a 
lesser extent, through duration and yield curve management. The main difference between “core” 
and “core plus” strategies is that core plus strategies generally exercise greater investment latitude 
in terms of ratings, non-benchmark allocations and various other portfolio parameters: 
 

A. The Core Plus Fixed Income strategy focuses primarily on sector rotation, security 
selection, and to a lesser extent, duration and yield curve management.  It is benchmarked 
against the Barclays US Aggregate Index and invests primarily in US dollar-denominated 
investment grade asset classes, including US Treasury, government-related, corporate 
and structured securities, with a bias toward non-Treasury sectors. The strategy has broad 
flexibility to invest in high yield securities rated B- or higher by at least one rating agency 
at the time of purchase.  

B. The Core Plus Credit strategy focuses primarily on sector rotation, security selection, and 
to a lesser extent, duration and yield curve management. It is benchmarked against a 
custom BofA Merrill Lynch 90% Investment Grade / 10% High Yield Index and invests 
primarily in US dollar-denominated investment grade corporate bonds. It also has broad 
flexibility to invest in other asset classes and sectors, including high yield, structured, US 
Treasury and US agency securities. When allocating to high yield securities, it generally 
has a bias toward securities with a B or above rating.  

 
3. Multi-Sector Strategies: The Fixed Income Group’s multi-sector strategies are actively 
managed, invest in a broad range of fixed income asset classes and have the ability to rotate across 
various sectors. Investment parameters are generally not driven by benchmark positioning. 
Strategies seek to maximize outperformance versus similarly managed mandates and their 
relevant benchmarks over one- and three-year time horizons. Currently, this category includes one 
strategy.  
 

A. The Strategic Income strategy focuses on sector rotation, security selection, duration and 
yield curve management, and currency allocation. It is benchmarked against a custom 
Barclays 45% US Aggregate / 45% High Yield /10% Global Aggregate Index and invests 
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primarily in US dollar-denominated investment grade and high yield bonds as well as non-
dollar bonds, including emerging markets.  

 
4.  Nontraditional Strategies: The Fixed Income Group’s nontraditional strategies are actively 
managed and deviate in one or more aspects relative to traditional fixed income investment 
strategies. Investment parameters are generally not driven by benchmark positioning. Strategies 
seek to deliver absolute returns and/or outperform their benchmarks, as well as similarly managed 
mandates, over one- and three-year time horizons. Currently, this category includes one strategy.  
 

A. The Long Short Credit strategy focuses on sector rotation, security-level long-short 
credit positioning and interest rate risk minimization to maximize absolute return. It is 
benchmarked against the BofA Merrill Lynch US 3-Month Treasury Bill Index, but 
positioning is not driven by the index. It has broad flexibility to employ long and short 
positioning across sectors and asset classes, including corporate bonds, structured 
securities and derivatives, with a bias toward higher yielding sectors and securities. It 
emphasizes credit exposure; therefore, interest rate risk is generally hedged.  

   
 
5.  Custom Strategies:  The Fixed Income Group also manages a number of custom strategies 
for affiliates and their clients. These highly tailored mandates are managed with unique objectives 
and guidelines primarily specific to insurance company asset liability matching or other local market 
regulatory requirements of our affiliates, which may include more constrained credit quality 
restrictions, target durations and other factors specific to a strategy’s legal structure. These 
strategies cover a range of investment universes, including High Quality Investment Grade 
Corporates, Low Quality Investment Grade Corporates, High Quality High Yield Corporates, Short 
Duration Investment Grade Credit, Long Duration Investment Grade Credit, and US and Canadian 
Credit. 
 
In managing client assets, the Fixed Income Group focuses on fundamental, bottom-up analysis 
and cross-asset relative value analysis to identify value created by market inefficiencies.  While 
portfolio managers assigned to each account make final investment decisions for their respective 
portfolios, the team uses a team-based approach for idea generation through participation by asset 
class specialists, credit research analysts, and the trading desk.  The Fixed Income Group currently 
manages assets for affiliated insurance company accounts as well as several US mutual funds and 
non-US pooled investment vehicles for which the Adviser serves as sub-adviser to affiliated entities.  
 
Within the Fixed Income Group, the Traditional Private Placements Team focuses on private 
investment grade securities, including senior secured and unsecured notes and lease collateralized 
notes. The team manages assets using a bottom-up credit driven strategy, with credit research 
provided either within the team or by the Credit Research Team. It currently manages assets 
primarily for affiliated insurance company accounts. 
 
Also within the Fixed Income Group, the Bank Loan Team focuses on investments in floating rate 
bank loans.  The team manages assets using a bottom-up credit driven strategy, with credit 
analysis provided either within the team or through the Credit Research Team.  It manages assets 
for affiliated insurance company accounts, a pooled investment vehicle organized as a CLO as well 
as a US mutual fund and a South Korean investment trust fund. In each case the Adviser serves 
as sub-adviser to an affiliated entity. 
 
 
PUBLIC EQUITY TEAM 
The Public Equity Team manages US registered public equity securities for affiliated insurance 
company accounts and unaffiliated institutional accounts and serves as a sub-adviser to several 
affiliated US mutual funds and non-US pooled investment vehicles. The team’s strategies are 
actively managed with the primary objective of outperforming relative benchmarks over medium to 



P a g e  | 9 
 
PPM America, Inc. Form ADV Part 2A   March 30, 2017 

long time horizons.  Specific strategies include those falling under the following “value” and “core” 
categories.  
 
1. Value Strategies: The Public Equity Team’s value strategies are actively managed and invest 
primarily in value stocks across market capitalizations, as reflected by their benchmarks. They seek 
excess return versus their respective benchmarks over intermediate to long term time horizons; 
however, performance versus relative peer groups is also tracked as a supplementary measure. 
Excess return is sought through a deep value-oriented, research-based discipline focused on 
uncovering stocks that can be purchased at a significant discount to the market.   
 

A. The Large Cap Value strategy follows a research-based, deep value-oriented approach 
and is benchmarked against both the S&P 500 Index and the S&P 500/Citigroup Value 
Index. It primarily invests in US dollar-denominated stocks issued by companies with 
market capitalizations in excess of $2.0 billion and usually holds approximately 50-55 
stocks. 

 
B. The Mid Cap Value strategy follows a research-based, deep value-oriented approach and 

is benchmarked against the Russell Midcap Index and the Russell Midcap Value Index. It 
primarily invests in US dollar-denominated stocks within the market capitalization range 
of companies constituting the Russell Midcap Index at the time of initial purchase. It 
usually holds approximately 45-55 stocks. 

 
C. The Small Cap Value strategy follows a research-based, deep value-oriented approach 

and is benchmarked against the S&P SmallCap 600 Index and the S&P 600 Value Index. 
It primarily invests in US dollar-denominated stocks within the market capitalization range 
of companies constituting the S&P SmallCap 600 Index at the time of initial purchase. It 
usually holds approximately 45-50 stocks. 

 

2. Core Strategies: The Public Equity Team’s core strategies are actively managed and offer 
investors exposure to the broad stock market, which is typically reflected by a benchmark. They 
seek excess return versus their benchmarks over intermediate to long term time horizons; however, 
performance versus relative peer groups is also tracked as a supplementary measure. Excess 
return is sought through a fundamental, research-based discipline.  

 
A. The Large Cap Core strategy follows a fundamental, research-based approach, 

complemented by a multi-factor ranking system, to build a portfolio from the bottom-up 
that seeks to moderate prospective tracking error relative to its benchmark, the S&P 500 
Index. It invests primarily in US dollar-denominated stocks of large cap companies that 
are incorporated in or have their area of primary activity in North America. It usually holds 
approximately 85-115 stocks.  
 

3. Equity Income Strategy: The Equity Income strategy follows a fundamental, research based 
approach complemented by a quantitative multi-factor ranking system to build a long-term oriented 
portfolio from a bottom-up perspective.  It aims provide a high level of dividend income and long-
term capital appreciation through investments in North American Equities. 

 
PRIVATE EQUITY TEAM 
The Private Equity Team invests in private equity opportunities through both direct co-investments 
in sponsor-led transactions as well as unaffiliated third-party funds. They currently manage assets 
solely for affiliated insurance company accounts and an entity in which affiliated insurance 
companies are the sole and ultimate beneficial owners. 
 
Investing in securities involves risk of loss that clients should be prepared to bear.   
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Item 8.B. and C. - Material Risks for Significant Investment Strategies and Significant Types of 
Securities - What material risks should clients of the Adviser consider? 
 
The investment strategies and methods of analysis used by the Adviser in managing client 
accounts, as well as investments recommended by the Adviser for client accounts, involve many 
risks, including but not limited to the following:  
 
General  
Credit risk – A client could lose money if the issuer or guarantor of a fixed income security, or the 
counterparty to a derivatives contract, repurchase agreement or a loan of portfolio securities, is 
unable or unwilling to make timely principal and/or interest payments, or to otherwise honor its 
obligations. Credit ratings may reflect the varying degrees of risk.  Corporate debt securities are 
subject to the risk that litigation, legislation or other political events, economic conditions, or the 
bankruptcy of the issuer could have a significant effect on an issuer’s ability to make payments of 
principal and/or interest. 
 
Company risk – Investments in U.S. and/or foreign traded equity securities may fluctuate more 
than the values of other types of securities in response to changes in a company’s financial 
conditions.  For example, poor earnings performance of a company may result in a decline in its 
stock price. 
 
Cyclical opportunities risk –The Adviser might seek to take tactical advantage of changes in the 
business cycle evidencing growth potential, short-term market movements or changes affecting 
issuers or industries.  If the anticipated changes do not occur, the value of the investment could 
fall.  Cyclical company investments may tend to increase in value quickly during economic upturns, 
but they also tend to lose value quickly in economic downturns.  These companies may have 
relatively weak balance sheets and, during economic downturns, they may have insufficient cash 
flow to pay their debt obligations and difficulty finding additional financing needed for their 
operations.   
 
Regulatory risk – The Adviser is an indirect wholly-owned subsidiary of its UK Parent, which is a 
publicly traded company incorporated in the United Kingdom.  Through its ownership structure, the 
Adviser has a number of global financial industry affiliated entities.  As a result of this structure, and 
the asset management and financial industry business activities of the Adviser and its affiliates, the 
Adviser may be prohibited or limited in effecting transactions in certain securities on behalf of its 
clients.  The Adviser may also encounter trading limitations or restrictions because of aggregation 
issues or other foreign regulatory requirements.  Foreign regulators or foreign laws may impose 
position limits on securities held by clients of the Adviser, and its clients may be limited as to which 
securities they may purchase or sell, as well as, the timing of such purchases or sales.  These 
foreign regulatory limits may increase client expenses and may limit the client account 
performance.  
 
In addition to the foregoing, changes in US or other applicable law, including but not limited to 
implementation of requirements under the Dodd-Frank Wall Street Reform and Consumer 
Protection Act (“Dodd-Frank”), the European Market Infrastructure  Regulation (“EMIR”), the 
European Union Alternative Investment Fund Managers Directive (“AIFMD”), the Undertakings For 
The Collective investment of Transferable Securities Directives (“UCITS”) and the Markets 
Financial Instruments Directives (“MiFID I & II”), may result in changes the Adviser’s investment 
strategy or practices, increases in client transaction costs and related fees, delay implementation 
of desired investment strategies, and potentially adversely impacting the Adviser’s provision of 
investment advisory services to  a client.   
 
Industry concentration risk – Companies within an industry are often faced with the same 
economic conditions, government regulations, availability of basic resources or supplies, or other 
events that affect that industry, and their common stock may react similarly and move in unison to 
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these and other market conditions.  As a result, securities in which the Adviser invests for a client 
account may be more volatile, and carry greater risk of adverse developments affecting many of 
the client’s holdings, than a mixture of securities of companies from a wider variety of industries. 
 
Investment strategy risk – Investment decisions made by the Adviser in using investment 
strategies agreed upon with the client may not produce the returns expected by the Adviser, may 
cause the client’s account to lose value or may cause the account to underperform other similar 
accounts with similar investment objectives. 
 
Issuer risk – A security’s value may decline for reasons that directly relate to the issuer, such as 
management performance, corporate governance, financial leverage and reduced demand for the 
issuer’s goods or services. 
 
Liquidity risk – Investments in securities that are difficult to purchase or sell (illiquid or thinly-traded 
securities) may reduce returns if the Adviser is unable to sell the securities at an advantageous 
time or price or achieve its desired level of exposure to a certain sector.  Liquidity risk arises, for 
example, from small average trading volumes, trading restrictions, or temporary suspensions of 
trading.  Small capitalization companies and companies domiciled in emerging markets pose 
greater liquidity and volatility risks of price fluctuations. 
 
Securities and other investments purchased by a client account that are liquid at the time of 
purchase may subsequently become illiquid due to events relating to the issuer of the securities, 
market events, economic conditions or investor perceptions.  Domestic and foreign markets are 
becoming more and more complex and interrelated, so that events in one sector of the market or 
the economy, or in one geographical region, can reverberate and have negative consequences for 
other market, economic or regional sectors in a manner that may not be reasonably foreseen.  With 
respect to securities traded in over-the-counter markets, the continued viability of any over-the-
counter secondary market depends on the continued willingness of dealers and other participants 
to purchase the securities.  Certain prevailing market conditions and/or regulatory requirements 
may cause broker/dealers to maintain a smaller inventory of securities and lessen their willingness 
to make markets in certain securities.  As a result, general liquidity in certain markets that are traded 
on a principal basis (such as most fixed income markets) may be lower at certain times.  The value 
of illiquid securities may be difficult to obtain and may reflect a discount, which may be significant, 
from the market price of comparable securities for which a liquid market exists, and thus negatively 
affect a client’s current account value.   
 
The liquidity of floating rate loans, including the volume and frequency of secondary market trading 
in such loans, varies significantly over time and among individual floating rate loans. For example, 
if the credit quality of a floating rate loan unexpectedly declines significantly, secondary market 
trading in that floating rate loan can also decline for a period of time. During periods of infrequent 
trading, valuing a floating rate loan can be more difficult and buying and selling a floating rate loan 
at an acceptable price can be more difficult and delayed. Difficulty in selling a floating rate loan can 
result in a loss.  
 
Managed portfolio risk – As an actively managed portfolio, the value of a client account’s 
investments could decline because the financial condition of an issuer may change (due to such 
factors as management performance, reduced demand or overall market changes), financial 
markets may fluctuate or overall prices may decline, or the Adviser’s investment techniques could 
fail to achieve the client’s investment objective or legislative, regulatory, or tax developments may 
affect the investment techniques available to the Adviser on behalf of the client’s account.  There 
is no guarantee that the investment objective of the client’s account will be achieved. 
 
Market risk – Stock market risk refers to the fact that stock (equities) prices typically fluctuate more 
than the values of other types of securities, typically in response to changes in a company’s 
financial condition and factors affecting the market in general.  Over time, the stock market tends 
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to move in cycles, with periods when stock prices rise, and periods when stock prices decline.  
Consequently, a broad-based market drop may also cause a stock’s price to fall.   
 
Bond market risk generally refers to credit risk and interest rate risk.  Credit risk is the actual or 
perceived risk that the issuer of the bond will not pay the interest and principal payments when due.  
Bond value typically declines if the issuer’s credit quality deteriorates.  Interest rate risk is the risk 
that interest rates will rise and the value of bonds will fall.  A broad-based market drop may also 
cause a bond’s price to fall. 
 
Securities may also decline in value due to factors affecting securities markets generally, such as 
real or perceived adverse economic conditions, or factors that affect particular industries 
represented in the securities markets, such as competitive conditions.  In addition, the markets may 
not favor a particular kind of security, such as dividend-paying securities, and may not favor equities 
or bonds at all. 
 
Portfolio turnover risk – Active trading may increase transaction costs, which may reduce 
performance and increase realized short-term capital gains and losses. 
 
Restricted securities risk – Restricted securities may be illiquid. The Adviser may be unable to 
sell them on short notice or may be able to sell them only at a price below current value.  Also, the 
Adviser may get only limited information about the issuer of a restricted security, so it may be less 
able to predict a loss. In addition, if the Adviser receives material nonpublic information about the 
issuer, a client account may  be unable to sell the securities. 
 
Temporary defensive positions and large cash positions – In anticipation of, or in response to, 
adverse market or other conditions, or atypical circumstances such as unusually large cash inflows 
or redemptions, and sub-adviser transitions, the Adviser generally may temporarily hold all or a 
significant portion, without limitation, of its assets in cash, cash equivalents, and money market 
funds, or high quality debt instruments.  During periods in which the Adviser employs such a 
temporary defensive strategy or holds large cash positions, it will not be pursuing, and will not 
achieve, its investment objective.  Taking a defensive or large cash position may reduce the 
potential for appreciation of the portfolio and may affect performance. 
 
When-issued and delayed delivery securities and forward commitments risk – When-issued 
and delayed delivery securities and forward commitments involve the risk that the security the 
Adviser buys for a client account will lose value prior to its delivery. There also is the risk that the 
security will not be issued or that the other party to the transaction will not meet its obligation. If this 
occurs, the client account loses both the investment opportunity for the assets it set aside to pay 
for the security and any gain in the security’s price. 
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Equity 
Equity securities risk – Common and preferred stocks represent equity ownership in a company. 
Stock markets are volatile. The price of equity securities will fluctuate and can decline and reduce 
the value of a portfolio investing in equities. The value of equity securities purchased by the Adviser 
on behalf of a client account could decline if the financial condition of the companies in which the 
client account invests decline or if overall market and economic conditions deteriorate. They may 
also decline due to factors that affect an industry or industries, such as labor shortages or an 
increase in production costs and competitive conditions within an industry. In addition, they may 
decline due to general market conditions that are not specifically related to a company or industry, 
such as real or perceived adverse economic conditions, changes in the general outlook for 
corporate earnings, changes in interest or currency rates or adverse investor sentiment. 
 
Investment value style risk – The returns from a certain investment style may trail returns from 
the overall market or comparable products.  For example, accounts managed with a value equity 
strategy typically emphasize stocks whose prices are below-average in comparison to earnings 
and book value, although they may yield above-average dividends.  A value stock may not increase 
in price if other investors fail to recognize the company’s value or the factors that are expected to 
increase the price of the security do not occur.  
 
Mid-capitalization investing risk – The prices of securities of mid-capitalization companies tend 
to fluctuate more widely than those of larger, more established companies.  Mid-capitalization 
companies may have limited product lines, markets or financial resources or may depend on the 
expertise of a few people and may be subject to more abrupt or erratic market movements than 
securities of larger, more established companies or the market averages in general.  Securities of 
such issuers may lack sufficient market liquidity to effect sales at an advantageous time or without 
a substantial drop in price. 

 
Preferred stock risk – Preferred stock represents an equity interest in a company that generally 
entitles the holder to receive, in preference to the holders of other stocks such as common stocks, 
dividends and a fixed share of the proceeds resulting from a liquidation of the company. Some 
preferred stocks also entitle their holders to receive additional liquidation proceeds on the same 
basis as holders of a company’s common stock, and thus also represent an ownership interest in 
that company. Preferred stocks may pay fixed or adjustable rates of return. Preferred stock is 
subject to issuer-specific and market risks applicable generally to equity securities and is sensitive 
to changes in the issuer’s creditworthiness and to changes in interest rates, and may decline in 
value if interest rates rise. In addition, a company’s preferred stock generally pays dividends only 
after the company makes required payments to holders of its bonds and other debt. For this reason, 
the value of preferred stock will usually react more strongly than bonds and other debt to actual or 
perceived changes in the company’s financial condition or prospects. Preferred stock of smaller 
companies may be more vulnerable to adverse developments than preferred stock of larger 
companies. 
 
Private equity risk – There are inherent risks in investing in private equity funds, whose principal 
business is to invest in and lend capital to privately held companies.  Generally, little public 
information exists for private and thinly traded companies and may impede the ability to make a 
fully informed investment decision.  Private equity funds may have relatively concentrated 
investment portfolios of small number of holdings.  The aggregate returns realized may be 
adversely impacted by the poor performance of a small number of investments, or even a single 
investment, or the need to write down the value of an investment.   
 
Small cap investing risk – Investing in smaller, newer companies generally involves greater risks 
than investing in larger, more established ones.  Small cap may have limited product lines, markets 
or financial resources or may depend on the expertise of a few people and may be subject to more 
abrupt or erratic market movements than securities of larger, more established companies or the 
market averages in general.  Many small capitalization companies may be in the early stages of 
development.  Since equity securities of smaller companies may lack sufficient market liquidity and 
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may not be regularly traded, it may be difficult or impossible to sell securities at an advantageous 
time or a desirable price. 
 
Fixed Income 
Asset-Backed Securities – The Adviser may invest on behalf of its clients in asset-backed 
securities, which include mortgage-backed securities. Asset-backed securities represent interests 
in pools of assets which are backed by assets such as, but not exclusively, installment sales 
contracts, credit card receivables, automobile loans and leases, equipment sales/lease contracts, 
obligation trusts, commercial and residential mortgages and most are structured as pass-through 
securities. The credit quality of most asset-backed securities depends primarily on the credit quality 
of the assets underlying such securities, how well the entity issuing the security is insulated from 
the credit risk of the originator or any other affiliated entities, and the amount and quality of any 
credit support provided to the securities. The rate of principal payment on asset-backed securities 
generally depends on the rate of principal payments received on the underlying assets, which in 
turn may be affected by a variety of economic and other factors. As a result, the yield on any asset-
backed security is difficult to predict with precision and actual yield to maturity may be more or less 
than the anticipated yield to maturity. 
 
Asset-backed securities may be classified as pass-through certificates or collateralized obligations. 
Pass-through certificates are asset-backed securities that represent an undivided fractional 
ownership interest in an underlying pool of assets. Pass-through certificates usually provide for 
payments of principal and interest received to be passed through to their holders, usually after 
deduction for certain costs and expenses incurred in administering the pool. Because pass-through 
certificates represent an ownership interest in the underlying assets, the holders thereof directly 
bear the risk of any defaults by the obligors on the underlying assets not covered by any credit 
support. 
 
Asset-backed securities issued in the form of debt instruments, also known as collateralized 
obligations, are generally issued as the debt of a special purpose entity organized solely for the 
purpose of owning such assets and issuing such debt. Such assets are most often trade, credit 
card or automobile receivables.  The assets collateralizing such asset-backed securities are 
pledged to a trustee or custodian for the benefit of the holders hereof.  Such issuers generally hold 
no assets other than those underlying the asset-backed securities and any credit support provided.  
As a result, although payments on such asset-backed securities are obligations of the issuers, in 
the event of defaults on the underlying assets not covered by any credit support, the issuing entities 
are unlikely to have sufficient assets to satisfy their obligations on the related asset-backed 
securities. 
 
If a client purchases an asset-backed security at a premium, that portion may be lost if there is a 
decline in the market value of the security whether resulting from changes in interest rates or 
prepayments in the underlying collateral. As with other interest-bearing securities, the prices of 
such securities are inversely affected by changes in interest rates. However, though the value of 
an asset-backed security may decline when interest rates rise, the converse is not necessarily true.  
Interest rate changes also affect prepayments, which in turn affect the yield on asset-backed 
securities.  For these and other reasons, an asset-backed security’s average maturity may be 
shortened or lengthened as a result of interest rate fluctuations and, therefore, it is not possible to 
predict accurately the security’s return. Asset-backed securities may, at times, be illiquid securities. 
 

Bonds risk – Rising interest rates will generally cause the prices of bonds and other debt securities 
to fall.  In addition, falling interest rates may cause an issuer to redeem, call or refinance a security 
before its stated maturity, which may result in the fund having to reinvest the proceeds in lower 
yielding securities.  Longer maturity debt securities may be subject to greater price fluctuations than 
shorter maturity debt securities.  Bonds and other debt securities are subject to credit risk, which is 
the possibility that the credit strength of an issuer will weaken and/or an issuer of a debt security 
will fail to make timely payments of principal or interest and the security will go into default. 
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Call risk – Call risk is the risk that, during a period of falling interest rates, the issuer may redeem 
a security by repaying it early, which may reduce income earned in a client account if the proceeds 
are reinvested at lower interest rates. 
 
Extension risk – When interest rates rise, certain obligations will be paid off by the obligor more 
slowly than anticipated, causing the value of these securities to fall. Rising interest rates tend to 
extend the duration of securities, making them more sensitive to changes in interest rates. The 
value of longer-term securities generally changes more in response to changes in interest rates 
than shorter-term securities. As a result, in a period of rising interest rates, securities may exhibit 
additional volatility and may lose value. 
 
Fixed income risk – The prices of fixed income securities respond to economic developments, 
particularly interest rate changes, as well as to perceptions about the credit risk of individual 
issuers.  Increases in interest rates can cause the prices of fixed income securities to decline, and 
the level of current income from a portfolio of fixed income securities may decline in certain interest 
rate environments. 
 
High-yield bonds, lower-rated bond, and unrated securities – High-yield bonds, lower-rated 
bonds, and unrated securities are broadly referred to as “junk bonds,” and are considered below 
“investment-grade” by national ratings agencies.  Junk bonds typically have a higher yield to 
compensate for a greater risk that the issuer might not make its interest and principal payments.  
An unanticipated default would result in a reduction in income, a decline in the market value of the 
related securities and a decline in value.  During an economic downturn or substantial period of 
rising interest rates, highly leveraged issuers may experience financial stress which could adversely 
affect their ability to service principal and interest payment obligations, to meet projected business 
goals and to obtain additional financing. The market prices of junk bonds are generally less 
sensitive to interest rate changes than higher-rated investments, but more sensitive to adverse 
economic or political changes, or individual developments specific to the issuer. Periods of 
economic or political uncertainty and change can be expected to result in price volatility. 
 
Interest rate risk – When interest rates increase, fixed income securities generally will decline in 
value.  Long-term fixed-income securities normally have more price volatility than short-term fixed-
income securities. A nominal interest rate can be described as the sum of a real interest rate and 
an expected inflation rate. Inflation-indexed securities, including TIPS, decline in value when real 
interest rates rise. In certain interest rate environments, such as when real interest rates are rising 
faster than normal interest rates, inflation-indexed securities may experience greater losses than 
other fixed income securities with similar durations.   
 
Floating rate investments have adjustable interest rates and as a result, generally fluctuate less in 
response to interest rate changes than will fixed-rate investments.  However, because floating rates 
generally only reset periodically and may be subject to LIBOR floors, changes in prevailing interest 
rates may cause a fluctuation in the client account’s value.  In addition, extreme increases in 
prevailing interest rates may cause an increase in defaults on floating rate investments, which may 
cause a further decline in the client account’s value.  Finally, a decrease in interest rates could 
adversely affect the income earned by the client account from its floating rate debt securities.  
 
Mortgage-backed and mortgage-related securities risk – The risk of investing in mortgage-
related and other asset-backed securities include interest rate risk, extension risk and prepayment 
risk.  Rising interest rates tend to extend the duration of mortgage-related securities, making them 
more sensitive to changes in interest rates. As a result, in a period of rising interest rates, mortgage-
related securities may exhibit additional volatility. This is known as extension risk.  Rising interest 
rates and falling property prices may increase the likelihood that individuals and entities may fall 
behind or fail to make payments on their mortgages.  This is referred to as default risk.  When there 
are a number of mortgage defaults, the interest paid by mortgage-backed and mortgage-related 
securities may decline, or may not be paid.  In addition, a number of mortgage defaults could lead 
to a decline in the value of mortgage-backed and mortgage-related securities.  There may also 
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exist legal and documentation risk related to mortgage defaults.  Mortgage-related securities are 
also subject to prepayment risk.  When interest rates decline, borrowers may pay off their 
mortgages sooner than expected. This can reduce the returns because the client’s account will 
have to reinvest that money at the lower prevailing interest rates. This is referred to as contraction 
risk. 

 
Investments in mortgage-backed securities entail the uncertainty of the timing of cash flows 
resulting from the rate of prepayments or defaults on the underlying mortgages serving as 
collateral.  An increase or decrease in payment rates (resulting primarily from a decrease or 
increase in mortgage interest rates) will affect the yield, average life, and price.  The prices of 
mortgage-backed securities, depending on their structure and the rate of payments, can be volatile.  
Some mortgage-backed securities may also not be as liquid as other securities.  The value of these 
securities also may change because of changes in the market’s perception or the actual 
creditworthiness of the issuer.  In addition, the mortgage securities market in general may be 
adversely affected by changes in governmental regulation, interest rates, and/or tax policies. 

Prepayment risk – During periods of falling interest rates, there is the risk that a debt security with 
a high stated interest rate will be prepaid before its expected maturity date and that the client may 
have to reinvest the proceeds in an investment that may have lower yields than the yield on the 
prepaid debt security. 
 
Rule 144A securities risk – Rule 144A securities may have an active trading market, but carry 
the risk that the active trading market may not continue. 
 
U.S. Government securities risk – Obligations issued by agencies and instrumentalities of the 
U.S. Government vary in the level of support they receive from the U.S. Government.  They may 
be: (i) supported by the full faith and credit of the U.S. Treasury, such as those of the Government 
National Mortgage Association; (ii) supported by the right of the issuer to borrow from the U.S. 
Treasury, such as those of the Federal National Mortgage Association (“Fannie Mae”); (iii) 
supported by the discretionary authority of the U.S. Government to purchase the issuer’s 
obligations, such as those of the former Student Loan Marketing Association; or (iv) supported only 
by the credit of the issuer, such as those of the Federal Farm Credit Bureau.  The maximum 
potential liability of the issuers of some U.S. Government Securities may greatly exceed their 
current resources, including their legal right to support from the U.S. Treasury.  It is possible that 
these issuers will not have the funds to meet their payment obligations in the future.   
 
Although many types of U.S. Government Securities may be purchased by the Adviser on behalf 
of its clients, such as those issued by the Fannie Mae, Federal Home Loan Mortgage Corporation 
(“Freddie Mac”) and Federal Home Loan Banks may be chartered or sponsored by Acts of 
Congress, their securities are neither issued nor guaranteed by the United States Treasury and, 
therefore, are not backed by the full faith and credit of the United States. The U.S. Government 
may choose not to provide financial support to U.S. Government sponsored agencies or 
instrumentalities if it is not legally obligated to do so, in which case, if the issuer defaulted, the 
holder of the securities of such issuer might not be able to recover its investment from the U.S. 
Government.  In September 2008, the U.S. Treasury Department and the Federal Housing Finance 
Administration (“FHFA”) announced that Fannie Mae and Freddie Mac would be placed into 
conservatorship under FHFA. As conservator, FHFA succeeded to all rights, titles, powers and 
privileges of the company, and of any shareholder, officer or director of the company with respect 
to the company and its assets. Although FHFA has delegated certain specified authorities to the 
Board of Directors and management of Fannie Mae and Freddie Mac, there can be no assurance 
that actions of the conservator, the Boards or company management will be in the best interests of 
holders of FNMA or FHLMC debt or equity securities. In addition, new accounting standards and 
future Congressional action may affect the value of FNMA and FHLMC securities. 

 
Alternative Investments 
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Commodity risk – Commodities investments and/or commodity-linked derivative instruments, 
especially if leveraged may entail greater volatility than traditional securities.  Derivative 
instruments’ values may be affected by changes in overall market movements, commodity index 
volatility, changes in interest rates, or factors affecting an industry or commodity, such as drought, 
floods, weather, livestock disease, embargoes, tariffs and international economic, political and 
regulatory developments. 
 
Counterparty and settlement risk – Trading options, futures contracts and other derivative 
financial instruments entails credit risk on the counterparties. Such instruments are not afforded 
the same protections as may apply to trading futures or options on organized exchanges. 
Substantial losses may arise from the insolvency, bankruptcy or default of a counterparty and risk 
of settlement default of parties with whom it trades securities.   
 
Derivatives risk – Investing in a derivative instrument (such as, swaps, options, futures contracts, 
forward currency contracts, indexed securities and asset-backed securities, to be announced 
(TBAs) securities, interest rate swaps, credit default swaps, and certain exchange-traded funds) is 
subject to transaction costs and certain risks, such as unanticipated changes in securities prices 
and global currency investment.  Derivatives are subject to several risks described elsewhere in 
this section, such as liquidity risk, interest rate risk, market risk, credit risk and management risk.  
They also involve the risk of mispricing or improper valuation and the risk that changes in the value 
of the derivative may not correlate perfectly with the underlying asset, rate or index, and the client 
could lose more than the principal amount invested.  The Adviser must choose the correct 
derivatives exposure versus the underlying assets to be hedged or the income to be generated, in 
order to realize the desired results from the investment.  The Adviser must also correctly predict 
price, credit or other applicable movements, during the life of a derivative, with respect to the 
underlying asset in order to realize the desired results from the investment. The client account 
could experience losses if its derivatives were poorly correlated with its other investments, or if the 
Adviser were unable to liquidate the client’s position because of an illiquid secondary market. The 
market for many derivatives is, or suddenly can become, illiquid. Changes in liquidity may result in 
significant, rapid and unpredictable changes in the prices for derivatives. The value of derivatives 
may fluctuate more rapidly than other investments, which may increase the volatility of the value of 
the client’s account, depending on the nature and extent of the derivatives in the client’s portfolio.  
If the Adviser uses derivatives in attempting to manage or “hedge” the overall risk of the portfolio, 
the strategy might not be successful. 
 
Forward and futures contract risk – The successful use of forward and futures contracts draws 
upon the Adviser’s skill and experience with respect to such instruments and are subject to special 
risk considerations.  The primary risks associated with the use of futures contracts are (a) the 
imperfect correlation between the change in market value of the instruments held in a client account 
and the price of the forward or futures contract; (b) possible lack of a liquid secondary market for a 
forward or futures contract and the resulting inability to close a forward or futures contract when 
desired; (c) losses caused by unanticipated market movements, which are potentially unlimited; (d) 
the Adviser’s inability to predict correctly the direction of securities prices, interest rates, currency 
exchange rates and other economic factors; (e) the possibility that the counterparty will default in 
the performance of its obligations; and (f) if the client account has insufficient cash, it may have to 
sell securities from its portfolio to meet daily variation margin requirements, and the client may have 
to sell securities at a time when it may be disadvantageous to do so. 
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Hedging instruments risk – The Adviser, may attempt, from time to time, to hedge (protect) 
against currency risks, using forward foreign currency exchange contracts, where available and 
when, in the Adviser’s opinion, it would be advantageous to the client’s account. A forward foreign 
currency exchange contract is an agreement to buy or sell a specific currency at a future date and 
at a price set at the time of the contract. Forward foreign currency exchange contracts may reduce 
the risk of loss from a change in value of a currency, but they also limit any potential gains and do 
not protect against fluctuations in the value of the underlying position. For example, during periods 
when the U.S. dollar weakens in relation to a foreign currency the Adviser’s use of a currency 
hedging program will result in lower returns than if no currency hedging programs were in effect. 
The Adviser may also attempt, from time to time, to hedge against market risks by using other 
derivative investments, which may include purchasing or selling call and put options. A call option 
gives the purchaser of the option, upon payment of a premium, the right to buy, and the seller of 
the option the obligation to sell, the underlying instrument at the exercise price. Conversely, a put 
option gives the purchaser of the option, upon payment of a premium, the right to sell, and the 
seller of the option the obligation to buy, the underlying instrument at the exercise price. Forward 
foreign currency exchange contracts and put options are considered derivative investments, 
because their value and performance depend, at least in part, on the value and performance of an 
underlying asset.  The Adviser may also use futures, swaps, and other derivative instruments to 
hedge risk.  The client account’s investment in derivatives may involve a small investment relative 
to the amount of risk assumed. To the extent the Adviser enters into these transactions, its success 
will depend on its ability to predict market movements, and their use may have the opposite effect 
of that intended. Risks include potential loss due to the imposition of controls by a government on 
the exchange of foreign currencies, the loss of any premium paid to enter into the transaction, 
delivery failure, default by any other party, or inability to close out a position because the trading 
market becomes illiquid. 
 
Leveraging risk – Reverse repurchase agreements, dollar rolls, buy backs, futures, forwards, and 
the use of when-issued, delayed delivery or forward commitment transactions, and other 
derivatives, may give rise to a form of leverage.  The effect of using leverage is to amplify the client 
account’s gains and losses in comparison to the amount of the client’s assets (that is, assets other 
than borrowed assets) at risk, thus causing the client account to be more volatile. 
 
Loans risk – Bank loans, corporate loans, loan participations and assignments involve credit risk, 
interest rate risk, liquidity risk, and the risks of being a lender.   
 
Indebtedness of companies whose creditworthiness is poor may be highly speculative involving 
substantially greater risks that those companies may never pay off their indebtedness, or may pay 
only a small fraction of the amount owed and may pay only after a delay, with a substantial risk of 
losing the entire amount invested.   
 
After purchase of a loan, the client may only be able to enforce its rights through the lender, and 
may assume the credit risk of both the lender and the borrower. In the event that a borrower 
defaults, access to the collateral securing the loan may be limited by bankruptcy and other 
insolvency laws.  The collateral may decline in value and/or be inadequate or difficult to realize 
upon. In addition, a court could take action with respect to the floating rate loan adverse to the 
holders of the loan, such as invalidating the loan, subordinating the loan to presently existing or 
future indebtedness, or ordering the refund of interest previously paid to the borrower. As a result, 
the client account might not receive payments to which it is entitled.  The Adviser may have to 
participate in legal proceedings or take possession of and manage assets that secure the issuer’s 
obligations on behalf of the client’s account. This could increase the client’s expenses.  To the 
extent that the Adviser invests in loans that are not secured by any specific collateral of the borrower 
and if the borrower is unable to pay interest or defaults in the payment of principal, there will be no 
collateral on which the client’s account can foreclose.  Therefore, these loans present greater risks 
than collateralized loans.   
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Loan instruments may not be rated by a rating agency, registered with the SEC or any state 
securities commission or listed on any national securities exchange. The amount of public 
information available with respect to loans may be less extensive than that available for registered 
or exchange listed securities.  In evaluating the creditworthiness of borrowers, the Adviser relies 
on its own evaluation of borrowers, but will consider, and may rely in part on, analyses performed 
by others.  
 
The secondary market for loans may be subject to irregular trading activity, wide bid/ask spreads 
and extended trade settlement periods, which may cause the Adviser to be unable to realize full 
value for the client’s account upon sale.  

 
Floating rate loans are typically structured and administered by a financial institution that acts as 
an agent for the holders of the loan.  In the event of the insolvency of an agent bank, a loan could 
be subject to settlement risk, as well as, the risk of interruptions in the administrative duties 
performed in the day-to-day administration of the loan (such as processing LIBOR calculations, 
processing draws, etc.).  Additionally, many floating rate loans have LIBOR floors, which in a low 
interest rate environment provide for a minimum interest rate (the “LIBOR Floor”).  Conversely, 
when rates rise from a low rate environment a LIBOR Floor will delay any rate adjustment on the 
loan until the adjusted rate passes the LIBOR Floor rate level. 
 
Real estate investment risk – Real estate is also affected by general economic conditions and 
legal, cultural or technological developments. When growth is slowing, demand for property 
decreases and prices may decline.  Real estate company share prices may drop because of the 
failure of borrowers to pay their loans and poor management.  Many real estate companies, 
including real estate investment trusts (“REITs”), utilize leverage (and some may be highly 
leveraged), which increases investment risk and could adversely affect a real estate company’s 
operations and market value in periods of rising interest rates.  Financial covenants related to real 
estate company leveraging may affect the company’s ability to operate effectively. A real estate 
company may become liable for removal or other costs related to environmental contamination.  
Real estate companies tend to be small to medium-sized companies and share prices can be more 
volatile than, and perform differently from, larger company shares.  A client account could hold real 
estate directly if a company defaults on its debt securities.  Direct ownership in real estate present 
additional risks, including liquidity risks, declines in value of the properties, risks from general and 
local economic conditions, changes in the climate for real estate, increases in taxes, expenses and 
costs, changes in laws, casualty and condemnation losses, rent control limitations and increases 
in interest rates.  Investment in REITs may be affected by the management skill of the persons 
managing the REIT.   
 
Short sales risk – A short sale may be effected by selling a security that a client account does not 
own. If the price of the security sold short increases, the fund would incur a loss; conversely, if the 
price declines, the fund will realize a gain. Although the gain is limited by the price at which the 
security was sold short, the loss is potentially unlimited.  In addition, short positions typically involve 
increased liquidity risk and transaction costs, and the risk that the third party to the short sale may 
fail to honor its contract terms. 
 
Speculative exposure risk – To the extent that a derivative or practice is not used as a hedge, 
the Fund is directly exposed to its risks.  Gains or losses from speculative positions in a derivative 
may be much greater than the derivative’s original cost. 
 
International 
Currency risk – Currency values between the US dollar and local currency of the Adviser’s clients 
may vary, and exchange rates can be volatile and affected by many factors, such as the general 
economics of a country, the actions (or inaction) of U.S. and foreign governments or central banks, 
the imposition of currency controls, and speculation. 
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Emerging markets risk – Investments in emerging markets involve greater risk resulting from 
economic and political systems that typically are less developed, and likely to be less stable, than 
those of more advanced countries.  There may be government policies that restrict investment by 
foreigners, and a higher risk of a government taking private property. Low or nonexistent trading 
volume in securities of issuers may result in a lack of liquidity and in price volatility. Issuers in 
emerging markets typically are subject to greater risk of adverse changes in earnings and business 
prospects than are companies in developed markets.  Loss may also result from the imposition of 
exchange controls, confiscations and other government restrictions or from problems in security 
registration or settlement and custody. The client’s account will also be subject to the risk of 
negative foreign currency rate fluctuations. 
 

Foreign securities risk – Investments in foreign securities involve risks not typically associated 
with U.S. investments.  These risks include, among others, adverse fluctuations in foreign currency 
values as well as adverse political, social and economic developments. In addition, there may be 
less publicly available information and more volatile or less liquid markets. Investments in foreign 
securities could be affected by restrictions on receiving the investment proceeds from a foreign 
country, confiscatory foreign tax laws, and potential difficulties in enforcing contractual obligations. 
Transactions may be subject to less efficient settlement practices, including extended clearance 
and settlement periods. Foreign accounting may be less revealing than U.S. accounting practices 
and regulation may be inadequate or irregular. 
 
Sovereign debt risk – These investments are subject to the risk that a governmental entity may 
delay or refuse to pay interest or repay principal on its sovereign debt, due, for example, to cash 
flow problems, insufficient foreign currency reserves, political considerations, the relative size of 
the governmental entity’s debt position in relation to the economy or the failure to put in place 
economic reforms required by the International Monetary Fund or other multilateral agencies. If a 
governmental entity defaults, it may ask for more time in which to pay or for further loans. There is 
no legal process for collecting sovereign debt that a government does not pay nor are there 
bankruptcy proceedings through which all or part of the sovereign debt that a governmental entity 
has not repaid may be collected. 
 
Additional information regarding risks relating to strategies and securities for client accounts 
organized as US mutual funds or US or foreign pooled investment vehicles are included in the 
prospectus or other similar disclosure documentation. 

 
Item 9 - DISCIPLINARY INFORMATION  
 
There are no legal or disciplinary events that are material to a client’s or prospective client’s 
evaluation of the Adviser’s business or the integrity of its management.  In the past, the Adviser’s 
UK Parent has entered into certain settlements with regulators and other third parties and has been 
the subject of adverse legal and disciplinary events.  Additional information regarding certain of 
these settlements is set forth in Part 1A of the Adviser’s Form ADV. 
 
Item 10 - OTHER FINANCIAL INDUSTRY ACTIVITIES AND AFFILIATIONS   

 
This Brochure discusses only those functions performed by the Adviser on behalf of its clients and 
does not discuss the activities of other affiliated entities or related persons on behalf of their 
respective clients except to the extent such activities are conducted in connection with the 
investment advisory activities of the Adviser. Additional information relating to these related 
persons of the Adviser may be found on Schedule D to Part 1 of the Adviser’s Form ADV and, to 
the extent applicable, in the Form ADV for such affiliated entities or related persons.  
 
As of March 31, 2017, ten of the Adviser’s management persons are registered as a registered 
representative of Jackson National Distributors, LLC, an affiliated broker-dealer. 
 



P a g e  | 21 
 
PPM America, Inc. Form ADV Part 2A   March 30, 2017 

As of March 31, 2017, none of the Adviser’s management persons are registered, or have an 
application pending to register, as a futures commission merchant, commodity pool operator, a 
commodity trading advisor, or an associated person of the foregoing entities.  The Adviser meets 
the definition of a “commodity trading adviser” pursuant to Section 1a(12) of the Commodity 
Exchange Act, but is exempt from registration with the Commodities Futures Trading Commission 
pursuant to CFTC Regulation 4.14(a)(8). 
 
As discussed in response to Item 7 above, the Adviser serves as investment adviser to numerous 
affiliates of its UK Parent worldwide, including in the US, the UK and Asia.  The UK Parent is the 
parent of M&G Group Limited, which is the parent of M&G Investment Management Limited 
("MAGIM"), an investment manager based in the UK which is registered with the Financial Conduct 
Authority (“FCA”), the regulatory organization responsible for the UK investment management 
industry.  MAGIM is also registered with the SEC as an investment adviser. 
 
In the US, the Adviser serves as investment adviser to Jackson National Life Insurance Company 
(“Jackson”) and its wholly-owned subsidiary, Jackson National Life Insurance Company of New 
York, as well as certain other related entities relevant to the Adviser’s business as set forth below.  
The Adviser also currently serves as investment sub-adviser to nine mutual funds sponsored and 
advised by JNAM, a wholly-owned subsidiary of Jackson.   
 
The Adviser serves as investment adviser to various UK affiliates of its UK Parent in connection 
with the management of either or both of the US equity and fixed income portion of certain accounts 
or funds.  The Adviser has entered into sub-advisory or other similar arrangements with various 
affiliates of its UK Parent in Asia, including Singapore, Taiwan, South Korea and Japan based 
entities, to manage the US equity, fixed income or bank loan portions of certain of their respective 
clients’ portfolios.  In this capacity, the Adviser serves as investment adviser or sub-adviser to 
general accounts of affiliated insurance companies and various portfolios of investment products 
sponsored by affiliates, including a QIS fund in the UK, open-ended investment management funds 
in Japan, various sub-funds of open-ended investment companies registered in Luxembourg, and 
an investment trust fund in South Korea.  The Adviser also provides non-discretionary advisory 
services (consulting services and dealing services) to its affiliate in Taiwan for two Taiwanese on-
shore investment funds.  The Adviser may also enter into other discretionary or non-discretionary 
advisory arrangements with affiliates in other jurisdictions. 
 
In certain limited circumstances on behalf of affiliated clients, the Adviser retains an unaffiliated 
investment adviser to sub-advise a portion of the client’s private placement bond portfolio which is 
focused on infrastructure related investments.  The Adviser does not receive compensation from 
the sub-adviser as part of this arrangement.  Otherwise, the Adviser does not recommend or 
select other investment advisers for its clients. 
 
Affiliations and Conflicts of Interest 
The Adviser is committed to providing clients with service of the highest quality and seeks to act in 
the best interests of its clients. Nevertheless, there are circumstances where client interests conflict 
with the Adviser’s interests, the interests of the Adviser’s affiliates (including affiliated clients), or 
the interests of other clients. Some of these conflicts of interest are inherent to the Adviser’s 
business and are encountered by other large financial services firms that offer similar services. The 
Adviser has policies and procedures that are designed to ensure that the Adviser acts in the best 
interests of its clients.  

The Adviser provides advice for a number of clients, including affiliated entities.  The Adviser may 
advise some clients or take actions for them that differ from recommendations or actions taken for 
other clients. The Adviser is not obligated to recommend to any or all clients any investments that 
it may recommend to, or purchase or sell for, certain other clients. The Adviser’s employees 
regularly share information, perceptions, advice and recommendations about market trends, the 
valuations of individual securities, and investment strategies, except where prohibited by ethical 
walls established by the Adviser or by applicable law or regulation. Persons associated with the 
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Adviser may themselves have investments in securities that are recommended to clients or held in 
client accounts, subject to compliance with our policies regarding personal securities trading.  

Under certain circumstances, a client may invest in a transaction in which one or more other clients 
are expected to participate, or already have made or will seek to make, an investment. Such clients 
(or groups of clients) may have conflicting interests and objectives in connection with such 
investments, including with respect to views on the operations or activities of the issuer involved, 
the targeted returns from the investment and the timeframe for, and method of, exiting the 
investment.  Further, potential conflicts may be inherent in the Adviser’s use of multiple strategies.  
For example, conflicts will arise in cases where clients with different strategies invest in different 
parts of an issuer’s capital structure, including circumstances in which one or more clients may own 
private securities or obligations of an issuer and other clients may own other private or public 
securities of the same issuer.  For example, a client may acquire a loan, loan participation or a loan 
assignment of a particular borrower in which one or more other clients have an equity investment, 
or the Adviser may invest in senior debt obligations of an issuer for one Client and junior debt 
obligations of the same issuer for another Client.  

The Adviser may also, for example, direct a client to invest in a tranche of a structured finance 
vehicle, such as a collateralized loan or debt obligation, where the Adviser is also, at the same or 
different time, directing another client to make investments in a different tranche of the same 
vehicle, which tranche’s interests may be adverse to other tranches. The Adviser may also cause 
a client to purchase from, or sell assets to, an entity, such as a structured finance vehicle, in which 
other clients may have an interest, potentially in a manner that will have an adverse effect on the 
other clients. There may also be conflicts where, for example, a client holds certain loans of an 
issuer, and that same issuer has issued other loans or instruments that are owned by other clients 
or by an entity, such as a structured finance vehicle, in which other clients have an interest: in this 
situation, the Adviser may take actions with respect to the assets held by one client that are adverse 
to the other clients, for example, by foreclosing on loans or by putting an issuer into default. In 
negotiating the terms and conditions of any such investments, or any subsequent amendments or 
waivers, the Adviser may find that the interests of a client and the interests of one or more other 
clients could conflict. In these situations, decisions over items such as whether to make the 
investment, proxy voting, corporate reorganization, how to exit an investment, or bankruptcy 
matters (including, for example, whether to trigger an event of default or the terms of any workout) 
may result in conflicts of interest. Similarly, if an issuer in which a client and one or more other 
clients directly or indirectly hold different classes of securities (or other assets, instruments or 
obligations issued by such issuer or underlying investments of such issuer) encounters financial 
problems, decisions over the terms of any workout will raise conflicts of interests (including, for 
example, conflicts over proposed waivers and amendments to debt covenants). For example, a 
debt holder may be better served by a liquidation of the issuer in which it may be paid in full, 
whereas an equity or junior bond holder might prefer a reorganization that holds the potential to 
create value for the equity holders.  Although in some cases the Adviser may refrain from taking 
certain actions or making investments on behalf of clients because of conflicts (potentially 
disadvantaging the clients on whose behalf the actions are not taken or investments not made), in 
other cases the Adviser will not refrain from taking actions or making investments on behalf of some 
clients that have the potential to disadvantage other clients.     

The foregoing conflicts of interest will be reviewed on a case-by-case basis. Any review will take 
into consideration the interests of the relevant clients, the circumstances giving rise to the conflict 
and applicable laws. Clients should be aware that conflicts will not necessarily be resolved in 
favor of their interests; although the Adviser will attempt to resolve such matters fairly, even fair 
resolution may be resolved in favor of other clients, including mutual funds or other pooled 
investment vehicles or other accounts, which may pay the Adviser higher fees or performance 
fees or in which the Adviser or its affiliates have a significant proprietary interest.  There can be 
no assurance that any actual or potential conflicts of interest will not result in a particular client or 
group of clients receiving less favorable investment terms in or returns from certain investments 
than if such conflicts of interest did not exist. 
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Item 11 – CODE OF ETHICS, PARTICIPATION OR INTEREST IN CLIENT 
TRANSACTIONS AND PERSONAL TRADING  
 
Item 11.A. - Code of Ethics – Has the Adviser adopted a code of ethics? 
 
In addition to a variety of other policies and procedures (including policies and procedures of its UK 
Parent), the Adviser and certain affiliates have in place a Code of Ethics and Conduct (“Code”) 
which sets forth, among other things, standards of conduct expected of their advisory personnel 
and addresses conflicts that arise from personal trading by advisory personnel.  Officers, directors, 
employees, certain temporary employees and certain affiliated employees of the Adviser, and 
certain of their immediate family members  (“Covered Persons”), may purchase or sell securities 
that have been purchased or sold for a client’s account.  The Adviser’s Code prohibits personal 
securities transactions based on inside information or trading in securities appearing on applicable 
restricted lists; requires pre-approval of certain personal transactions for Covered Persons; 
requires under certain circumstances a waiting period between execution of a trade for a client and 
execution of a personal transaction; and restricts or prohibits certain other transactions. The 
Adviser will provide a copy of its Code to any client or prospective client upon request. 
 
Item 11.B. - Participation or Interest in Client Transactions – Does the Adviser (or any related 
person) participate or have a material interest in client transactions? 

 
The Adviser does not buy or sell securities to or from client accounts on a principal basis except 
on rare occasions as permitted by law and in accordance with its compliance procedures.  It should 
also be noted that currently many of the Adviser’s clients would be deemed “advisory affiliates” or 
“related persons," as such terms are defined in the Glossary to Form ADV. Further, certain 
employees or affiliates of the Adviser own interests in affiliated entities that entitle them to an 
allocation from certain of the affiliated entities of gains in excess of a preferred return (see Items 6 
and 7 above). 
 
To the extent permitted by applicable law, client guidelines and restrictions and in accordance with 
its compliance procedures, the Adviser also may effect “cross” transactions between client 
accounts.  In these cases, one client will purchase a security held by another client.  Neither the 
Adviser nor any related party receives any compensation in connection with a “cross” transaction.  
The Adviser effects these transactions pursuant to internal procedures in place and only when it 
deems the transaction to be in the best interests of both buying and selling clients and at prices 
that the Adviser has determined reflect fair value.  
 
The Adviser in many instances purchases and sells, pursuant to its discretionary authority, the 
same securities for the accounts of related and unrelated persons.  In those instances, the Adviser 
has internal procedures in place to allocate those securities to related and unrelated accounts on 
a fair and equitable basis over time. 
 
The Adviser may purchase on behalf of clients privately-placed securities involving corporates, 
asset-backed, leveraged leases, high yield debt, and private equity.  The Adviser may purchase for 
a client account different classes of debt of the same issuer, debt and equity of the same issuer for 
different accounts, and securities of issuers whose securities may also be held by one or more 
affiliates of the Adviser.  Such investments may be deemed to create conflicts of interest in the 
event, for example, of a bankruptcy or workout if the terms, standing and security of the investments 
by the Adviser’s affiliates may be deemed to be more advantageous than those received by the 
unaffiliated accounts. The Adviser generally addresses this conflict though disclosure in the offering 
documents or investment advisory agreement for such clients.  
 
Similarly, the Adviser may take certain actions for some clients that may have an adverse effect on 
other clients.  This may mean, for example, that if the Adviser is on a creditor’s committee in the 
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case of a distressed investment and learns of material nonpublic information, it may be precluded 
from taking action for other clients holding securities of the same or another affected issuer.  
 
The Adviser maintains Policies and Procedures regarding Inside Information and Information 
Barriers that establish barriers around certain internal groups which might be in possession or 
aware of material non-public information. The policy is designed to block the flow and potential 
misuse of that information.  In addition, the Adviser has adopted other policies and procedures 
designed to minimize potential conflicts of interest of this nature and to address such conflicts in a 
manner which is most equitable to all accounts. 
 
Item 11.C. and D. - Participation or Interest in Personal Trading – Client Recommendations and 
Client Trading - Does the Adviser (or any related person) invest in or trade securities in which 
client accounts invest or trade? 
 
As noted in response to Item 11.A. above, the Adviser has adopted a Code of Ethics, as well as 
other policies and procedures, which seek to address potential conflicts involving personal trading 
by the Adviser’s Covered Persons.  Subject to compliance with such policies and procedures, the 
Adviser’s Covered Persons may invest in the same or related securities that are purchased for 
client accounts.  However, the Code imposes limits on such transactions, including generally 
prohibiting transactions within a seven day blackout period before or after client trading in such 
securities, or in circumstances where the Covered Person has access to material non-public 
information relating to the security or the issuer or the security.  Except in limited circumstances, 
personal securities trading is subject to monitoring and oversight by the Adviser’s Compliance 
Department.  

 
Item 12 - BROKERAGE PRACTICES  
 
Item 12.A. - Broker-Dealer Selection – How does the Adviser select broker-dealers for client 
transactions? 
 
The Adviser may render investment advice and counseling on a discretionary and non-discretionary 
basis.  When the Adviser has been granted the authority to do so, the Adviser may determine which 
securities are bought and sold, the amount of securities bought and sold, which broker or dealer 
will effect such transactions and the commission rates at which the transactions will be effected.  
The Adviser maintains lists of broker-dealers, futures commission merchants and derivatives and 
repurchase agreement counterparties that have been reviewed and approved pursuant to the 
Adviser’s Best Execution Policies and Procedures.  Traders generally have discretion to effect 
transactions with any broker or dealer on the approved lists.  With respect to non-discretionary 
accounts, the Adviser will recommend securities trades, but the client must instruct the Adviser to 
effect a trade and the Adviser will not presume a client’s consent to a trade from the client’s silence. 
 
The Adviser generally seeks to obtain best execution for client transactions with brokers or dealers 
(collectively, “Broker Dealers”), that is, to obtain not necessarily the lowest commission cost or best 
price, but the best overall qualitative execution under the circumstances.  Factors that influence the 
manner in which the Adviser selects Broker Dealers for trade execution include:  the quality of trade 
execution, including the accuracy and timely execution of trades, clearance and cooperation by the 
Broker Dealer in resolving errors and disputes; the reputation, financial strength and 
creditworthiness of the Broker Dealer; block trading by the Broker Dealer and its block positioning 
capabilities; the reliability of the Broker Dealer, both historically and currently; the willingness of the 
Broker Dealer to execute difficult transactions; the willingness of the Broker Dealer to execute a 
transaction in combination with another transaction or transactions which, in the aggregate, provide 
net benefit to the Adviser’s client; the willingness and ability of the Broker Dealer to commit capital; 
access provided by the Broker Dealer to the Adviser and its clients to underwritten offerings, 
including new issues of fixed income securities; overall costs of trades placed, that is, the net price 
paid or proceeds received, including commissions, mark-ups, mark-downs, spreads, other 
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transaction costs and opportunity costs in the context of the Adviser’s knowledge of negotiated 
commission rates currently available;  awareness of commission rates currently available and other 
current transaction costs; the nature of the security being traded; the size of the transaction; the 
desired timing of the trade; the activity existing and anticipated in the market for the particular 
security; confidentiality concerns; the research, products and other services provided for the benefit 
of the Adviser and its clients; and other factors.  In light of the lack of market data for the fixed 
income market, best execution is not evaluated on a transaction-by-transaction basis, but on an 
overall basis over time.  
 
Item 12.A.1 - Research and Other Soft Dollar Benefits – Does the Adviser receive research or 
other products or services in connection with client securities transactions? 
 
The Adviser may allocate brokerage transactions for clients to Broker Dealers that provide 
brokerage and research services to the Adviser and that charge commissions in excess of the 
amount of commission another Broker Dealer would charge for the same transaction.  Such 
brokerage and research services may be available to the Adviser on a cash basis and at a lower 
cost.  Before effecting these brokerage transactions, the Adviser determines in good faith that the 
amount of such commission is reasonable in relation to the factors set forth above, including the 
value of the brokerage and research services provided by such Broker Dealer viewed in terms of 
either that particular transaction or the Adviser’s overall responsibilities to all its clients.  The Adviser 
periodically reviews the general level of brokerage allocated to various firms and the services 
provided by such Broker Dealers. 
 
Brokerage and research services may relate to a specific transaction placed with such Broker 
Dealer, but for the most part, the services so provided will consist of a wide variety of information 
useful to the Adviser in providing its investment advice to some or all of its clients.  This material 
generally relates to general economic, interest rate, and equity and debt market conditions as well 
as information on specific companies and industries. 
 
The brokerage and research services that may be paid for with client commissions include:  
research reports; specialized financial and industry publications and research compilations; 
quantitative, economic, international, and market strategy services; compilations of securities 
prices; dividends and similar data bases; market data; professional seminars; and the services of 
certain economic or financial consultants.  These and other types of brokerage and research 
services may be originated by the Broker Dealer performing execution services or by third parties 
that are paid by the Broker Dealer.   
 
From time to time, the Adviser may attend certain events sponsored by brokers where it is able to 
arrange meetings with senior management of corporate issuers.  The Adviser does not allocate 
client commissions to brokers on the basis of providing such access, though may allocate client 
commission on the basis of other substantive research provided in relation to such an event 
(research reports, analyst meetings/presentations, etc.) 
 
From time to time the Adviser may receive products or services that are used both as investment 
research and for administrative, marketing or other non-research purposes.  In those cases, the 
Adviser makes a good faith effort to determine the relative proportions of such products or services 
that constitute "research."  The Adviser has a conflict in making this decision.  The portion of the 
cost of such products or services attributable to research may be paid, in whole or in part, by 
brokerage commissions on client transactions.  In any such instance, the costs not attributable to 
research will be paid by the Adviser in cash.  
 
Research products or services may benefit any or all of the Adviser's clients and such research 
products or services may not necessarily be used by the Adviser for the account(s) that paid the 
commissions to the Broker Dealer providing such products or services.  
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The Adviser also may advise clients regarding debt issues or other fixed price offerings ("Fixed 
Price Offerings").  The Adviser may direct that a portion of such a Fixed Price Offering be purchased 
for a client from a Broker Dealer who provides "selling concessions" to the Adviser in the form of 
research services, products or analysis which will consist of a wide variety of information and 
products useful to the Adviser or its clients in general.  The direction of such purchases of Fixed 
Price Offerings to particular Broker Dealers generally will not result in any added costs to clients.  
Nevertheless, since the Adviser derives a benefit from such selling concessions that it would not 
otherwise have absent its relationship with its clients, clients should be aware that such 
arrangements may create a conflict of interest. 
 
Currently, while the Adviser may pay more than the lowest available commission rate in accordance 
with the “safe harbor” provision of Section 28(e) of the Securities Exchange Act of 1934 (“Section 
28(e)”) in its selection of brokers as noted above, the Adviser generally does not enter into 
contractual arrangements for the receipt of research or other services to be paid with soft dollar 
transactions.    
 
While the Adviser generally does not enter into contractual arrangements or other understandings 
to obtain research or other products or services, the receipt thereof would provide a benefit to the 
Adviser (and to its clients) as the Adviser does not have to produce or pay for such research, 
products or services. 
 
Also, the availability of research, products or services may provide an incentive to the Adviser to 
select or recommend a particular Broker-Dealer, rather than solely based on the clients’ interest 
based in receiving most favorable execution.    
 
The Adviser does not cause clients to pay commissions (or markups or markdowns) higher than 
those charged by other broker-dealers in return for soft dollar benefits.  
 
Research received by the Adviser pursuant to the use of soft dollars is used in connection with all 
clients of the Adviser for whom the applicable portfolio managers or other advisory personnel 
receiving research provide investment advice. 
 
As noted above, the Adviser has not entered into contractual arrangements to obtain research or 
brokerage services in exchange for client brokerage commissions within the last fiscal year.  
Consistent with its obligation to seek best execution on behalf of its clients, the Adviser does receive 
brokerage and research in accordance with the requirements of Section 28(e).  Research received 
includes, to the extent permissible under applicable law, specific company or third party research, 
market data, access to securities analysts and corporate management and industry conferences 
and (1) furnishes advice as to the value of securities, the advisability of investing in, purchasing or 
selling securities, or the availability of securities or purchasers or sellers of securities or (2) 
furnishes analyses and reports concerning issuers, industries, securities, economic factors and 
trends, portfolio strategy, and the performance of accounts.  The Adviser will only obtain research 
the extent that it reasonably believes that it provides lawful and appropriate assistance to the 
Adviser in the performance of its investment decision-making responsibilities.  Brokerage services 
received includes access to electronic trading platforms, access to traders with greater familiarity 
with company trading and market makers, and assists in effecting securities or performs other 
functions incidental to the transaction (such as clearance or settlement).  Research or brokerage 
service received is used by the portfolio managers in connection with their management of all 
applicable client accounts. 
 
The Adviser has not entered into any arrangements to direct client transactions to a particular 
broker-dealer in return for soft dollar benefits it has received during the last fiscal year. 
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Item 12.A.2 - Brokerage for Client Referrals – Does the Adviser (or a related person) receive 
client referrals from a broker-dealer or third party?  
 
When selecting broker-dealers for trade execution on behalf of client accounts, the Adviser does 
not take into consideration any client referrals from a broker-dealer or third party, either for itself 
or for a related person. 
 
Item 12.A.3 - Directed Brokerage – Does the Adviser recommend, request or require that a client 
direct it to trade through a specified broker-dealer? 
  
The Adviser does not routinely recommend, request or require that a client direct it to execute 
transactions through a specified broker-dealer. 
 
In limited circumstances, the Adviser will permit a client to direct brokerage to a specified broker-
dealer.  Any such arrangements are subject to the Adviser’s responsibility to seek best execution 
and the receipt of the most favorable execution of client transactions.  During the past fiscal year, 
the only client which directed brokerage in this manner was a US mutual fund for which the Adviser 
serves as sub-adviser, and additional information relating to this arrangement is set forth in the 
Fund’s prospectus.  The discretionary authority of the Adviser may be limited by directions from a 
client to have a transaction effected through a specific Broker Dealer for research and services 
pertaining specifically to, or to defray expenses incurred by, its account.  As with all directed 
brokerage transactions, the Adviser may not be able to freely negotiate commission rates or select 
Broker Dealers on the basis of best price and execution for such transactions.  In addition, 
transactions directed in this manner generally may not be batched for execution with transactions 
in the same securities for other clients.  As a result, such client may have to pay higher commissions 
or receive less favorable net prices or execution than would be the case if the Adviser were 
authorized to choose the Broker Dealer through which to execute transactions for the client's 
account.   
 
Item 12.B. - Aggregation of Trades – Does the Adviser aggregate purchases or sales of securities 
for various client accounts? 
 
When possible, the Adviser seeks to purchase or sell the same securities or instruments for a 
number of clients simultaneously, including, where appropriate, affiliated clients.  When possible, 
orders for the same security are combined or batched to facilitate best execution and to reduce 
brokerage commissions or other costs.  The Adviser effects batched transactions in a manner 
designed to ensure that no participating client is favored over any other client.  Specifically, each 
client that participates in a batched transaction will participate at the average price for all of the 
Adviser's transactions for that order on that business day.  For publicly traded equity securities, 
purchase and sale orders effected in batched transactions are generally allocated pro-rata to the 
participating client accounts in proportion to the size of the order placed for each account.  Each 
client that participates in a batched transaction is assessed the pro rata costs associated with that 
transaction in proportion to size of the order completed for that account.  The Adviser may, however, 
increase or decrease the amount of securities allocated to each account if necessary to avoid 
holding odd-lot or small numbers of shares for clients.  Additionally, if the Adviser is unable to fully 
execute a batched transaction and the Adviser determines that it would be impractical to allocate 
a small number of securities among the accounts participating in the transaction on a pro-rata basis, 
the Adviser may allocate such securities in a manner determined in good faith to be fair and 
equitable over time.  Transactions for each client account may also be completed independently 
where aggregating orders is not possible or advisable.   
 
Orders for clients with directed brokerage arrangements will not be aggregated with other client 
transactions unless the Adviser is able to place an aggregated trade or trades with the directed 
Broker Dealer in a manner consistent with its obligation to seek best execution.  Directed brokerage 
trades not aggregated with other client trades will generally be placed by the Adviser after the 
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aggregated trade is filled and may not receive as favorable pricing or execution as the aggregated 
trade.  
 
In connection with managing various asset classes (e.g., public and private fixed income securities, 
public and private equity securities), the Adviser has developed procedures for aggregating 
purchase and sale orders and allocating securities, investment opportunities and sale proceeds 
among accounts. The Adviser also develops new, and modifies as necessary existing, allocation 
procedures depending upon a number of factors, including, for example, the investment styles 
employed, nature of securities, effect on existing accounts, and additions of new, and liquidation of 
older, accounts (i.e., new accounts and accounts in a ramp-up phase may receive greater 
allocations until they are fully-invested, and positions in liquidating accounts may be sold on a 
priority basis).  These procedures guide the Adviser's personnel in deciding how to spread 
investment opportunities among accounts, taking into account, among other factors, any unique 
account mandates and asset class trading issues, and are designed to result in the fair and 
equitable treatment over time of all affected accounts. The Adviser may change its current 
allocation procedures without notice to clients as it deems necessary. 

 
Item 13 - REVIEW OF ACCOUNTS  
 
The Adviser’s portfolio managers responsible for each particular style of management regularly 
monitor the accounts under their supervision and formally review each account within their style of 
management as frequently as deemed appropriate for such account (which may be daily, monthly 
or quarterly as applicable). Specifically, they review client investment objectives, asset 
diversification, account performance and market activity. Client profiles are reviewed periodically 
and may be re-examined upon client request or in the event of a change in prevailing market 
conditions. The Adviser's senior investment officers meet periodically with portfolio managers to 
review, among other things, investment selections and opportunities, market developments, asset 
allocations and asset liability statistics. Each management team is responsible for reviewing and 
supervising the accounts managed within a particular style, the number of which vary depending 
upon the style of management, size of assets and complexity of investment dictates. 
 
Generally, all clients receive, at least quarterly, a written summary outlining the activity in their 
accounts, including, where applicable, performance information which highlights the portfolio’s 
return and characteristics as compared to the appropriate benchmarks (as applicable). In addition, 
the Adviser generally will hold meetings with clients to review their portfolios on a periodic basis or 
at the request of the client. Further, for pooled vehicles such as the CLO and CDO that the Adviser 
advises or manages, the Trustee provides written reports to all investors, and the Adviser may 
provide reports to investors (if known to the Adviser) in such vehicles.  The nature and frequency 
of the Trustee reports are described in the applicable pool's governing agreement and other 
relevant instrument (such as the indenture or limited partnership agreement).  The Adviser’s reports 
generally summarize or supplement such reports, as deemed appropriate by the Adviser. 
 
Item 14 - CLIENT REFERRALS AND OTHER COMPENSATION  
 
The Adviser does not receive an economic benefit from any third party for providing investment 
advice or other advisory services to any of the Adviser’s clients.  
 
Although it has done so in the past, the Adviser does not currently compensate unrelated third 
parties for client referrals.  If the Adviser determines to pay such compensation in the future, it will 
do so in accordance with then current regulatory requirements (currently Rule 206(4)-3 under the 
Advisers Act).   
 
Certain non-US affiliates of the Adviser provide, either directly or indirectly through other affiliated 
entities, marketing, sales and client servicing to the Adviser in support of current or non-US 
prospective clients in their local jurisdiction.  In such circumstances, the Adviser compensates such 
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affiliated entities and the provision of such services may be deemed to be a “solicitation” 
arrangement within the meaning of Section 206 of the Advisers Act and Rule 206(4)-3 thereunder.  
Any such affiliated entity shall meet the qualification and disclosure requirements of the Advisers 
Act and the Rules thereunder. 

 
Item 15 - CUSTODY  
 
Generally, each client appoints a third party qualified custodian for the client’s funds and securities.  
However, the Adviser is deemed to have custody in limited circumstances involving certain pooled 
investment vehicle clients organized as a limited partnership or limited liability company and for 
which the Adviser or an affiliate serves as general partner or managing member.  In these 
circumstances, all assets of each such client are held by a qualified custodian (except 
Uncertificated Privately Offered Securities, subject to certain conditions) and account statements 
are delivered at least quarterly directly from the qualified custodian to the independent 
representative designated by the client to receive such statements on behalf of the client.  Further, 
such pooled investment funds are subject to an annual financial statement audit by an independent 
public accountant and the resulting audited financial statements are distributed to fund investors, 
as contemplated by Rule 206(4)-2(b)(3) under the Advisers Act.  

 
Item 16 - INVESTMENT DISCRETION  
 
The Adviser generally accepts discretionary authority to manage the accounts of its clients pursuant 
to investment guidelines and restrictions established by the client or the affiliated investment 
adviser who is delegating sub-advisory responsibilities to the Adviser.  Prior to assuming this 
authority, the Adviser will generally enter into an investment management or other similar 
agreement, which either includes or incorporates by reference the client’s specific investment 
objective(s), restrictions, guidelines and applicable reference benchmarks. 

 

Item 17 - VOTING CLIENT SECURITIES  

 
As required by Rule 206(4)-6 under the Advisers Act, the Adviser has adopted written policies and 
procedures in connection with voting proxies for those clients for whom it exercises proxy voting 
authority.  Copies of the Adviser’s proxy voting policies and procedures are available by request.  
Clients may also request copies of voting records for their proxies. 
 
The Adviser’s primary consideration in determining how to vote a proxy or other voting right is the 
financial interest of its clients.  For equity securities, the Adviser generally votes all proxies in 
accordance with its proxy voting guideline summary, which are periodically reviewed and updated 
as necessary.  The voting guidelines have been established with the assistance of Institutional 
Shareholder Services, Inc. (“ISS”), a proxy voting and consulting firm, and are designed to further 
the interests of clients when voting on particular proposals.  In this regard, except as noted in the 
Adviser’s proxy voting guideline summary, the Adviser has generally adopted the ISS guidelines 
for use with its clients who have except with respect to certain specific identified topics. Where 
proposals are not addressed in the Adviser’s voting guideline summary and the ISS guidelines, or 
in the event that the portfolio manager recommends a vote contrary to the voting guidelines, the 
Adviser will vote in the manner believed to be in the best interests of its clients, and, if necessary, 
the Adviser’s conflicts committee, consisting of the Adviser’s Co-Chairman, President and Chief 
Executive Officer, and General Counsel, will be convened to address any conflicts of interest.  In 
the event that the Adviser determines that a proxy should be voted in a manner contrary to the 
policy set forth in the voting guidelines, the Adviser’s conflicts committee independently considers 
the proposed vote to resolve any potential conflict in the best interests of the Adviser’s clients.  If a 
client desires to do so, they may contact the portfolio manager responsible for their account with 
direction regarding a vote for a holding in their account. 
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Because the issues on which the Adviser votes client debt securities are unique to each borrower 
and relevant facts and circumstances, and do not lend themselves to broad characterization as do 
many issues associated with equity related proxies, the Adviser does not maintain voting policy 
guidelines regarding categories of issues that may come before debt security holders.  All such 
votes related to debt securities are considered on a case-by-case basis and determined by the 
applicable investment team with the client’s best financial interest in mind.  Because of the 
familiarity of its staff with issues upon which it votes client debt securities, the Adviser typically does 
not retain the services of a qualified independent third party (such as ISS) to provide guidance on 
such matters. 
 
Clients of the Adviser may determine not to delegate authority to the Adviser to vote client 
securities.  In this event, clients will arrange to receive proxies directly from their custodian or 
transfer agent and may contact the Adviser with questions regarding any solicitation. 

 
Item 18 - FINANCIAL INFORMATION   
 
The Adviser does not require or solicit prepayment of more than $1,200 in fees per client six months 
or more in advance and therefore has not included a balance sheet of its most recent fiscal year.  
Also, the Adviser is not aware of any financial condition that is reasonably likely to impair its ability 
to meet its contractual commitments to clients and has not been the subject of a bankruptcy petition 
at any time during the past ten years. 
 
 


