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The Fixed Income Investment Strategy Group of Principal Global Fixed Income uses a Dynamic Risk Score to provide
consistent communication of our market outlook. The Dynamic Risk Score is a 10-point scale, where a score of 1 represents
the worst risk-taking environment and a score of 10 represents the best risk-taking environment. Investment teams use
this score to guide investment decisions and adjust the level of risk in portfolios as market conditions change.
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The Fixed Income Investment Strategy Group has lowered the Dynamic Risk Score
from a 6 to a 5, as a result of the following influences:
• Increased possibility of Italian political risks moving toward contagion
• Volatility of global rates, USD strength and emerging markets stresses
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Our decision to decrease the Dynamic Risk Score reflects our belief that we are currently in an environment that is less
conducive to risk taking than that of early 2018. We will continue to monitor the market, but for now we have decreased
the score for a number of reasons:

Increased possibility of Italian political risks moving toward contagion
With the Italian political situation now likely to remain uncertain for months, there is no clear catalyst for improvement
in the near-term. Leaders within the European Union, like Germany, are very much incentivized to allow the situation to
worsen before stepping in with any sort of support language as they do not want to make it easy for member countries to
contemplate or threaten withdrawal. As for the European Central Bank, they do not want to be perceived as interfering in
a member country election—at least not yet—and, even if they did, having the Italian electorate feel how markets would
respond to possibly irresponsible fiscal policies is in the ECB’s best interest. Since there is currently no liquidity or capital
concerns within the Italian banking system, the ECB will likely remain on the sidelines for now and let the situation play
out further.

Volatility of global rates, USD strength and emerging markets stresses
Given the desynchronization of global growth, as well as in global central bank policy, the volatility in global rates
has increased significantly. Lower rates will not necessarily help the Federal Reserve’s tightening regime, especially if
upcoming inflation prints come in higher than expected. In addition, this flight-to-quality will lead to continued dollar
strength which results in tighter credit conditions and continued stress for emerging markets countries. When combined
with the continuing geopolitical situations between the United States and China, as well as in Turkey, this risk-off posture
could persist in the near-term.

For more information, please visit principalglobalfixedincome.com

Regulatory risk warning
Expressions of opinions and predictions are accurate as of the date of this communication and are subject to change without notice. There
is no assurance that such events or prospections will occur and actual condition may be significantly different than shown here.
Investing involves risk, including possible loss of principal. Fixed-income investments are subject to interest rate risk; as interest rates rise
their value will decline. International and global investing involves greater risks such as currency fluctuations, political/social instability
and differing accounting standards.
Proprietary model output is based upon certain assumptions that may change, are not guaranteed and should not be relied upon as a
significant basis for an investment decision.
Important Information
Unless otherwise noted, the information in this document has been derived from sources believed to be accurate as of May 2018.
Information derived from sources other than Principal Global Investors or its affiliates is believed to be reliable; however, we do not
independently verify or guarantee its accuracy or validity. This material contains general information only and does not take account of
any investor’s investment objectives or financial situation and should not be construed as specific investment advice, recommendation or
be relied on in any way as a guarantee, promise, forecast or prediction of future events regarding an investment or the markets in general.
The opinions and predictions expressed are subject to change without prior notice. Any reference to a specific investment or security does
not constitute a recommendation to buy, sell, or hold such investment or security, nor an indication that Principal Global Investors or its
affiliates has recommended a specific security for any client account.
Subject to any contrary provisions of applicable law, Principal Global Investors and its affiliates, and their officers, directors, employees,
agents, disclaim any express or implied warranty of reliability or accuracy and any responsibility arising in any way (including by reason of
negligence) for errors or omissions in this document or in the information or data provided in this document.
Past performance is no guarantee of future results and should not be relied upon to make an investment decision. Investing involves risk,
including possible loss of principal. Proprietary model output is based upon certain assumptions that may change, are not guaranteed
and should not be relied upon as a significant basis for an investment decision.
Principal Global Investors, LLC (PGI) is registered with the U.S. Commodity Futures Trading Commission (CFTC) as a commodity trading
advisor (CTA), a commodity pool operator (CPO) and is a member of the National Futures Association (NFA). PGI advises qualified eligible
persons (QEPs) under CFTC Regulation 4.7.
This document is issued in:
• The United States by Principal Global Investors, LLC, which is regulated by the U.S. Securities and Exchange Commission.
• Europe by Principal Global Investors (Europe) Limited, Level 1, 1 Wood Street, London EC2V 7JB, registered in England, No. 03819986,
which has approved its contents, and which is authorised and regulated by the Financial Conduct Authority. In Europe, this document
is directed exclusively at Professional Clients and Eligible Counterparties and should not be relied upon by Retail Clients (all as defined
by MiFID II). Principal Global Investors is a global asset management company and strategies may be accessed from entities other than
that which is issuing this document. Clients that do not directly contact with Principal Global Investors (Europe) Limited (“PGIE”) will
not benefit from the protections offered by the rules and regulations of the Financial Conduct Authority, including those enacted under
MiFID II. Further, where clients do contract with PGIE, PGIE may delegate management authority to affiliates that are not authorised
and regulated within Europe and in any such case, the client may not benefit from all protections offered by the rules and regulations of
the Financial Conduct Authority, including those enacted under MiFID II.
• Singapore by Principal Global Investors (Singapore) Limited (ACRA Reg. No. 199603735H), which is regulated by the Monetary Authority
of Singapore and is directed exclusively at institutional investors as defined by the Securities and Futures Act (Chapter 289).
• Hong Kong by Principal Global Investors (Hong Kong) Limited, which is regulated by the Securities and Futures Commission and is
directed exclusively at professional investors as defined by the Securities and Futures Ordinance.
• Australia by Principal Global Investors (Australia) Limited (ABN 45 102 488 068, AFS License No. 225385), which is regulated by the
Australian Securities and Investment Commission and is only directed at wholesale investors (as defined in sections 761G and 761GA of
the Corporations Act)
• This document is issued by Principal Global Investors LLC, a branch registered in the Dubai International Financial Centre and
authorized by the Dubai Financial Services Authority as a representative office and is delivered on an individual basis to the recipient
and should not be passed on or otherwise distributed by the recipient to any other person or organization. This document is intended
for sophisticated institutional and professional investors only.
• Switzerland by Principal Global Investors (Switzerland) GmbH which is authorised by the Swiss Financial Market Supervisory
Authority (“FINMA”).
Fixed-income investments are subject to interest rate risk; as interest rates rise their value will decline. International and global investing
involves greater risks such as currency fluctuations, political/social instability and differing accounting standards.
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