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The charts always tell the best story. In the chart below we show the major indices and an index
composed of over 200 high yield corporate bond funds, equally weighted. From the chart below,
which one of the below investments would you prefer? Certainly the “red line” has outperformed 3
of the five “other colored” lines. But more importantly, the red line has done so while experiencing
far less risk during this period. That is what investors want — positive returns with the least
amount of risk. In this case we are defining risk as volatility, the up and down jaggedness of all
the lines in the below chart except the red line.

March 23 - Sep 3, listed in total return order down the right hand side of the chart.
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When compared to equities, clearly high yield corporate bonds have had a superior risk-adjusted
return since March 23, the approximate date we invested in high yield corporate bond funds in our
client accounts and allocations. Equities have appreciated considerably since those lows of
March. But our research has identified high yield corporate bonds to have a far greater risk
reward potential and we have invested our client accounts accordingly.

Continuing along the theme of “the charts always tell the best story”, now let’s discuss inflation.
Below you will see a chart of Natural Gas, which is used in manufacturing, electricity generation
and to heat our homes and hot water. Note how it has been plummeting in price. Certainly there
is no sign of inflation in that omnipresent commodity.

NYMEX Natural Gas

NG Y9 [10] ST 272 CHANGE: » 0.10 GH: 2.90 Lo 2.7 9172009

} J"I-.I' ]-{ 1 2.50
| [UHHHMHH bl H 3.00
.,_J- H 7.00
I ll |
o
[tort
rJ‘LJ_J-* | {

Many other areas of our economy continue to show lackluster prospects for inflation. These
include manufacturing capacity utilization rates at less than 67%, which are post World War Il
lows and unemployment rates approaching 10% which have the perverse effect of keeping labor
rates down.

Likewise, interest rates have fallen quite a bit in the last 3 months. This past week it was reported
that mortgage rates are back to all-time low interest rate levels.
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There just is not any perceptible sign of inflation at this time, which bodes well for our current
investment in high yield corporate bond funds.

Thank you,

S

Sean Hanlon, CFP®
Chairman, CEO and Chief Investment Officer

This Market Commentary contains general information that is not suitable for everyone. The information contained herein should not be construed as personalized
investment advice. A stable Money Market Fund is an investment fund that holds the objective to earn interest for shareholders while maintaining a net asset value of $1
per share. Dow 30 Industrials (DJIA) is an unmanaged index of common stock that tracks changes in stock prices of the 30 most significant and commonly traded U.S.
industrial stocks on the New York Stock Exchange. NASDAQ Composite Index is an unmanaged, market-weighted index of all over-the-counter common stocks traded
on the National Association of Securities Dealers Automated Quotation System. Standard & Poor’s 500 (S&P 500) is an unmanaged index of 500 common stocks traded
on the New York Stock Exchange that is widely used as an indicator of market trends. Small Cap - Russell 2000 is an unmanaged index comprised of 2000 smaller
company stocks and is generally used as a measure of a small cap stock performance. Emerging Markets - MSCI Emerging Markets is an index created by Morgan
Stanley Capital International (MSCI) this is designed to measure equity market performance in global emerging markets. The Emerging Markets Index is a float-
adjusted market capitalization index. Indices are unmanaged, reflect reinvestment of income and dividends and do not reflect the impact of advisory fees. Investors
cannot invest directly in an index. HY Corporate Bonds - High Yield Bond Fund Average is an average of over 220 bond funds taken from the Investors Fastrack
Database that cannot be invested in directly without incurring costs. Past performance is not guarantee of future results. There is no guarantee that the views and
opinions expressed in this newsletter will come to pass. Investing in the stock and bond markets involves gains and losses and may not be suitable for all investors.
Information presented herein is subject to change without notice. Hanlon has experienced periods of underperformance in the past and may also in the future. The
returns represented herein are total return inclusive of reinvesting all interest and dividends. Hanlon Investment Management, Inc. (“Hanlon Investment Management”)
is an SEC registered investment adviser with its principal place of business in the State of New Jersey. Hanlon Investment Management and its representatives are in
compliance with the current registration and notice filing requirement imposed upon registered investment advisers by those states in which Hanlon Investment
Management maintains clients. Hanlon Investment Management may only transact business in those states in which it is notice filed, or qualifies for an exemption or
exclusion from notice filing requirements. This Market Commentary is limited to the dissemination of general information pertaining to its investment advisory services.
Any subsequent, direct communication by Hanlon Investment Management with a prospective client shall be conducted by a representative that is either registered or
qualifies for an exemption or exclusion from registration in the state where the prospective client resides. For information pertaining to the registration status of Hanlon
Investment Management, please contact Hanlon Investment Management or refer to the Investment Adviser Public Disclosure web site (www.adviserinfo.sec.gov). For
additional information about Hanlon Investment Management, including fees and services, send for our disclosure statement as set forth on Form ADV from Hanlon
Investment Management using the contact information herein. Please read the disclosure statement carefully before you invest or send money. Not all HIM clients are
in the strategies discussed herein.
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