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DoubleLine Asset Allocation Webcast Recap

Recap
Global Overview

• The Federal Reserve (Fed)

o The bond market does not appear to believe the Fed will raise rates twice this year.

o We believe that the recent rate hike is going to be a "one and done" type of scenario 
based on the current economic climate.

• Inflation

o The Consumer Price Index (CPI) has been cumulatively zero for the past eight 
months. If we don’t see rising inflation over the next few months, the year-over-year 
(YoY) figure could start to fall again. 

• U.S. Dollar (USD)

o As stated in the December webcast, a Fed rate hike usually coincides with a weaker 
USD. Following the December rate hike, the USD did weaken. 

o USD should remain range bound and weak. Look for either a breakdown or rebound 
as the Dollar Spot Index (DXY) approaches 92. We wouldn’t be surprised to see it 
weaken further in the near term.

• Recession Indicator

o Mr. Gundlach compares the U.S. Unemployment Rate to its 3-year moving average. 
When the Unemployment Rate crosses the 3-year moving average to the upside, 
this has previously signaled a recession. We are not close at this point, but the 
Unemployment Rate appears to be bottoming.

• Commodities

o Oil: the easy money has been made as West Texas Intermediate (WTI) prices moved 
from $30 to $40.

o Gold: Mr. Gundlach remains bullish on gold and still thinks it has appreciation 
potential.

Originally aired on April 12, 2016
About this Webcast Recap
On April 12, 2016, Chief Executive Office Jeffrey Gundlach held a webcast discussing the DoubleLine Core Fixed
Income Fund (DBLFX/DLFNX) and the DoubleLine Flexible Income Fund (DFLEX/DLINX) titled “Asset Allocation
Webcast.”

This recap is not intended to represent a complete transcript of the webcast. It is not intended as solicitation to
buy or sell securities. If you are interested in hearing more of Mr. Gundlach’s views, please listen to the full
version of this webcast on www.doublelinefunds.com under the blue “Events” tab. You can use the “Jump To”
feature to navigate to each slide.
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• Equities

o Emerging Market (EM) equities have rallied more than 20% from their bottom this 
year. EM equities have experienced these +20% short squeeze rallies eight times 
over the past few years. 

o The stock market continues to move sideways with volatility due to the lower 
earnings growth of the S&P 500.

o S&P 500 yearly earnings expectation for 2016 are falling. We expect to see a similar 
trend for 2017 earnings.

Fixed Income Overview

• Winners

o EM debt, investment grade (IG) corporate bonds, international developed credit. 

o Securities with a longer duration profile have been the winner this year.

• Losers

o Mortgage-backed securities (MBS)

- Lower duration than the corporates and U.S. Treasuries. 

• U.S. Treasury (UST) 

o 2-year UST appears to be at the lower end of its slowly upward trending range.

o 10-year UST could head up from 10-15 basis points (bps) from 1.78% currently over 
the short term.

• Relative value

o Mortgages: Look attractive and have cheapened relative to Treasuries. 

o Corporate bonds: Look rich; now may be a good time to sell corporates and buy 
mortgage related bonds.

o High Yield (HY): They have cheapened over the past two years, but watch out for 
looming defaults.

o Leveraged Loan: Loans are not cheap after the recent rally.

o Municipals: Slightly overvalued. We do not own any Puerto Rican municipal bonds in 
DoubleLine Core Fixed Income Fund (DBLFX) and Flexible Income Fund (DFLEX).

o EM: We remain slightly overweight EM in DBLFX but are less positive after the recent 
rally.

• HY

o Mr. Gundlach believes the HY default rate is almost certain to increase. The 
distressed rate is currently elevated.

o Upgrade/downgrade ratio looks a lot like 1998 and 2007-2008.

o Recovery rates are around 40 cents on the dollar. This rate could head lower if 
defaults pick up.

o Earnings Before Interest, Taxes, Depreciation & Amortization (EBITDA) growth is 
negative YoY.

• Oil

o Inventories remain historically high.

o The easy money has been in oil as it ran up to $40. In our view, now is not the time 
to turn bullish on oil.
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DoubleLine Core Fixed Income Fund (DBLFX) as of March 31, 2016
• Fund characteristics:  

o Duration is actively managed.
o About 15% of the portfolio is below investment grade.

• Portfolio allocation
o Recently reduced EM from 12.5% to 10%. 
o The portfolio remain underweight corporates.
o Commercial Mortgage-Backed Securities (CMBS) looks attractive and has lagged the 

recent risk rally.
DoubleLine Flexible Income Fund (DFLEX) as of March 31, 2016
• Fund Characteristics

o Duration is 1.7 years.
o The Flexible Income Fund is an absolute return fund and may be appropriate for 

defensive investors.
• Portfolio Composition

o The Fund does not hold any investment grade corporate bonds due to their 
unattractive yield and duration profile.

o Maintains exposure to CMBS, bank loans, and EM debt.
Question and Answer
• Negative interest rates

o Mr. Gundlach believes negative interest rates are a horrible idea. It appears to be 
backfiring for those regions that have implemented such strategies as their 
currencies rally and equity markets underperform.

• International sovereign debt
o Due to the weaker USD, we believe it is a good time to hold international sovereign 

debt.
• Oil

o The move of WTI prices from $30 to $40 felt like a short covering rally. While it could 
head to $45, a $50 level is unlikely over the short-term.

• EM debt
o A weaker USD and higher oil prices have been positive for EM debt. 
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Definitions:
Investment Grade = Indices rated AAA to BBB- (shown above) are considered to be investment grade.  A bond is considered investment grade if its credit 
rating is BBB- or higher by Standard & Poor’s or Baa3 by Moody’s. The higher the rating, the more likely the bond is to pay back at par/$100 cents on the 
dollar. AAA is considered the highest quality and  the lowest degree of risk. They are considered to be stable and dependable.
Below Investment Grade = Also known as “junk bond” (shown above) is a security rated below investment grade having a rating of BBB- or below. These 
bonds are seen as having higher default risk or other adverse credit events, but typically pay higher yields than better quality bonds in order to make them 
attractive. They are less likely to pay back at par/$100 cents on the dollar.
Credit distribution from the highest available credit rating from any Nationally Recognizes Statistical Rating Organization (S&P, Moodys, and Fitch).
S&P 500 (SPX)- S&P 500 is a free-float capitalization-weighted index published since 1957 of the prices of 500 large-cap common stocks actively traded in the 
United States.
Consumer Price Index (CPI) - A measure that examines the weighted average of prices of a basket of consumer goods and services, such as transportation, 
food and medical care.
Crude Oil - Crude oil varies greatly in appearance depending on its composition. West Texas intermediate (WTI )= Texas light sweet crude is used as a 
benchmark in oil pricing. It’s “light” because of the low density and sweet because of low sulfur. Brent crude = Is a major trading classification of sweet light 
crude. Brent is the oil maker also known as Brent Blend.
Basis Point - A basis point is a unit that is equal to 1/100th of 1%, and is used to denote the change in a financial instrument.

Duration - A measure of the sensitivity of the price of a fixed income investment to a change in interest rates, expressed as a number of 
years. 
Upgrade/Downgrade Ratio – A comparison of the times a negative change in the rating of a security takes place versus a positive change. 
Earnings Before Taxes, Interest, Depreciation and Amortization (EBITDA) - Net income with interest, taxes, depreciation, and amortization 
added back to it. This measure can be used to analyze and compare profitability between companies and industries because it eliminates 
the effects of financing and accounting decisions.
U.S. Dollar Spot Index (DXY) - A weighted geometric mean of the United States dollar's value relative to a basket of 6 major foreign 
currencies, including the Euro, Japanese yen, Pound sterling, Canadian dollar, Swedish krona and Swiss franc. 

One cannot invest directly in an index.

Disclaimer
The fund’s investment objectives, risks, charges and expenses must be considered carefully before 
investing. The statutory and summary prospectuses contain this and other important information 
about the investment company, and may be obtained by calling 1 (877) 354-6311 / 1 (877) DLine11, or 
visiting www.doublelinefunds.com. Read carefully before investing.
Investments in debt securities typically decrease in value when interest rates rise. This risk is usually greater for longer-term debt 
securities. Investments in lower-rated and non-rated securities present a greater risk of loss to principal and interest than higher-rated 
securities. Investments in Asset-Backed and Mortgage-Backed Securities include additional risks that investors should be aware of 
such as credit risk, prepayment risk, possible illiquidity and default, as well as increased susceptibility to adverse economic 
developments. The Funds may use certain types of investment derivatives. Derivatives involve risks different from, and in certain 
cases, greater than the risks presented by more traditional investments. Derivatives may involve certain costs and risk such as 
liquidity, interest rate, market, credit, management and the risk that a position could not be closed when most advantageous.
Investing in derivatives could lose more than the amount invested. The Funds may also invest in securities related to real estate, which 
may decline in value as a result of factors affecting the real estate industry 
The Core Fixed Income Fund invests in foreign securities which involve greater volatility and political, economic and currency risks and 
differences in accounting methods. These risks are greater for investments in emerging markets.
The Flexible Income Fund may use leverage which may cause the effect of an increase or decrease in the value of the portfolio
securities to be magnified and the fund to be more volatile than if leverage was not used.
Credit distributions are determined from the highest available credit rating from any Nationally Recognized Statistical Rating 
Organization (S&P, Moody’s, and Fitch).
Diversification does not assure a profit or protect against loss in a declining market.
Fund holdings and sector allocations are subject to change and are not recommendations to buy or sell any security.
Important Information Regarding This Report
DoubleLine assumes no obligation to provide revised assessments in the event of changed circumstances. While this information based on 
sources believed to be reliable, DoubleLine does not guarantee the accuracy of the information provided. DoubleLine assumes no duty to 
update this information, which is not a complete discussion of all economic factors reviewed by DoubleLine.  DoubleLine reserves the right 
to change its investment perspective and outlook without notice as market conditions dictate or as additional information becomes 
available. The opinions of any individual portfolio manager does not necessarily reflect the opinions of all DoubleLine portfolio managers. 
Certain data discussed in this report is publicly available only on a time delayed basis. DoubleLine strives to analyze data as it becomes 
available, but makes no representation that all data is reviewed contemporaneously to its release.
DoubleLine Funds are distributed by Quasar Distributors, LLC. 
DoubleLine® is a registered trademark of DoubleLine Capital LP. 
© 2016 DoubleLine Capital LP
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