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Agenda

Credit in Crisis: July 2007–July 2009

Turmoil in the Banking Industry 

Massive Federal Government Intervention

Unprecedented Capital Markets Volatility

Bank of America
Acquires Countrywide

JP Morgan Acquires
Bear Stearns

US Government
Takeover of Fannie

and Freddie

Lehman Brothers
Files for Bankruptcy

Bank of America
Acquires Merrill Lynch

US Government
Takeover of AIG

Goldman Sachs and
Morgan Stanley become

Bank Holding Companies

Public-Private
Investment Program

Term Securities
Lending Facility (TSLF)

Troubled Asset Relief
Program (TARP)

Commercial Paper
Funding Facility (CPFF)

Temporary Liquidity
Guarantee Program

(TLGP)

Term Asset-Backed
Securities Loan
Facility (TALF)

Target Federal Funds
Rate Reduced to

0.0%–0.25%
Quantitative Easing

S&P 500 Sets
All-Time Closing

High of 1565

30 Year SWAP
Spreads Turn Negative

Investment Grade Credit
Spreads Reach All-Time

High of 618 bps

Federal Reserve Reduces
Target Federal Funds
from 0.0% to 0.25%

10 Year Treasury Yields
Fall to All-Time Low

of 2.04%

S&P 500 Falls to 677,
Lowest Closing Level 

Since September 12, 2006

2 to 10 Year Treasury
Spread Hits All-Time

High of 2.76%
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Investment Grade Credit Spreads

Source: Barclays
For illustrative purposes only.

Rescue of Bear Stearns

Collapse of
Lehman Brothers

Credit Spreads Peak
at 618 bps

Troubled Asset Relief Program (TARP)
Commercial Paper funding Facility (CPFF)

Temporary Liquidity Guarantee Program (TLGP)
Term Asset-Backed Securities Loan Facility (TALF)
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Cumulative Return from July 2007 
Barclays Corporate Index

Source: Barclays
For illustrative purposes only.
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Rescue of Bear Stearns

Collapse of
Lehman Brothers

Credit Spreads Set
All Time High

July 2009
11.5%
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Cumulative Return from July 2007 

49.7%

Source: Barclays and Standard & Poor’s
For illustrative purposes only.
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-34.3%
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15.4%
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Peak
October 9, 2007

Trough
March 9, 2009
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Cumulative Sector Returns: Investment Grade Bond Market 
July 2007 through July 2009

Source: Barclays
For illustrative purposes only.
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Current Market Environment—Treasury Bonds

Source: Merrill Lynch
For illustrative purposes only.

Lower Treasury yields

Much greater drop in short term yields

Steeper Treasury curve
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Current Market Environment—Corporate Bonds

Source: Barclays
For illustrative purposes only.

Higher yields relative to Treasury bonds

Average Spread to Treasuries
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Current Market Environment—Corporate Bonds

Source: Merrill Lynch
For illustrative purposes only.

Lower “all-in” yields on investment grade

Higher “all-in” yields on high yield bonds
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Summary

Effect of  credit crisis is evident across capital markets

Safe assets (Treasuries) are more expensive

Higher quality risk assets (investment grade bonds) are more expensive 
(but cheaper relative to Treasuries)

High risk assets (high yield bonds and stocks) are cheaper
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Potential Areas of Interest

Longer Maturity Bonds

Wider spreads between longer- and shorter-dated bonds

Lower Quality Bonds

Wider spreads between lower- and higher-quality bonds

Beware of Inflation



Questions and Answers
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Important Information

Information presented herein is for discussion and illustrative purposes only and is not a recommendation or an offer or 
solicitation to buy or sell any securities. Past performance is no guarantee of future results. 

Certain data and other information in this presentation were supplied by outside sources and are believed to be reliable 
as of the date presented. However, Pyramis has not verified and cannot verify the accuracy of such information. The 
information contained herein is subject to change without notice. 

Pyramis does not provide legal or tax advice, and you are encouraged to consult your own lawyer, accountant, or other 
advisor before making any financial decision. 

These materials contain statements that are “forward-looking statements,” which are based upon certain assumptions 
of future events. Actual events are difficult to predict and may differ from those assumed. There can be no assurance 
that forward-looking statements will materialize or that actual returns or results will not be materially different than 
those presented.

All trademarks or service marks presented herein belong to FMR LLC or an affiliate, except for third-party trademarks 
and service marks, which belong to their respective owners. 

The views expressed herein are those of the individual contributors and do not necessarily represent the views of 
Pyramis Global Advisors.
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