HGK Intermediate Fixed Income
As of 6/30/10

Firm Overview Strategy Characteristics

= Founded in 1983 = Over $265 million assets under management

= 100% employee owned =Fully invested at all times

= Low professional turnover

= Located in Jersey City, NJ
Asset Management, Inc. = Approximately $3.5 Billion AUM

Calendar Year End Performance
2009 2008 2007 2006 2005 2004 2003
HGK Intermediate 9.77 -1.19 5.10 4,52 2.20 3.83 4.42
Barclays Int. Gov't/Credit 5.24 5.07 7.39 4.07 1.57 3.03 4.31
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Portfolio Characteristics
HGK Barclays
Inter. Int. GIC
Average Coupon 4.36 3.66
Average YTM 3.43 3.95
Average Duration 3.76 3.92
Years to Maturity 4.94 4.45
G K Standard & Poor's Rating ~ AA-

Asset Management, Inc.

20Q10 Fixed Income Market Review, 3Q Outlook, and Strategy Going Forward

The second quarter got off to a fast start as corporate bonds continued their rally pushing yields to their lowest levels since
November 2007. However, that strength ended in late April as fear returned to the market spurred by sovereign debt worries in
Europe as borrowing costs in Greece and other nations (PIIGS) soared. Additionally the impact of the SEC investigation of Goldman
Sachs and proposed financial reform regulation added to the weakness causing May to be the fifth worst total return month on
record, returning -2.66%. The U.S. economy continues to face headwinds with continued high unemployment, the return to weaker
housing market (due to the end of the home buyer tax credit), and declining consumer confidence and spending. The massive
quantitative easing and fiscal stimulus enacted in 2009 provided a lift to the first quarter of 2010, but the expiration of Treasury
programs, notably the repurchasing of Mortgage Backed Securities (MBS), has led to a slowdown in the economic engine and the
velocity of money has declined. The second quarter also endured an incredible environmental disaster in the Gulf of Mexico and
began to ponder the possibility of a slowdown in China. Despite the aforementioned challenges, we do not see a “double-dip”
recession. We believe economic growth will continue to be slow but the Federal Reserve will continue to hold interest rates at
current levels throughout 2011, as there are no signs of inflation on the horizon. This continued accommodative policy should keep
the U.S. out of a recession until economic activity begins to accelerate.

U.S. Treasury bond prices rose through the quarter as they became the “safe-haven” sector. The thirty-year U.S.T. was yielding
3.90% at the end of the second quarter of 2010, down from 4.72% at the start of the quarter. The ten-year and two-year U.S.T.s were
yielding 2.95% and 0.59%, from 3.84% and 0.99% at the start of the quarter, respectively. Corporate issuance in the second quarter
decreased 42% versus the first quarter of 2010, and the spread of investment grade corporate yields over treasuries rose to 208 basis
points from 150. Despite the increase in spreads, total yields have fallen, leading to positive total returns in investment grade bonds.
Moving forward however, we believe low absolute yields are another obstacle to spread tightening, even though corporate
fundamentals are strong and improving. Balance sheets are the cleanest in years and cash balances are at an all time high, which
could lead to share buy-backs, dividend increases, and mergers and acquisitions, all of which are generally detrimental for corporate
bonds.

Given the current negative sentiment, we could see a relief rally if strong second quarter earnings are accompanied by solid
future growth prospects and the stress tests on the European banks come in positive. The tone in corporate credit is likely to remain
defensive and volatile until we see an economic recovery both here and abroad. A second phase of weakness would add to the
troubling levels of mortgage delinquencies and foreclosures and could run the unemployment rate higher. Given the relative
risk/reward of the impact of contagion on credit spreads, the looming debt problem, and the recent rash of negative data, we remain
neutral to credit and continue to maintain our defensive posture.

Sector Distribution
60%

47.99
50% 42:6% .

40%

30%

19.0%

0
20% 12.9%

10.3% 11.3% 8.5%

. 7 40, 7 200
10% 1.9% 2.8% —

6.0% 7
1.0%
— e N

Yankee MBS/ABS

0% -

Industrial Financial Utility
®HGK Int. ® Barclays Int.

USTreasury Agency

Disclaimer:

HGK Asset Management, Inc. claims compliance with the Global Investment Performance Standards (GIPS®)

*Calculations are gross of fees. The effect of fees on a compounding basis will affect net returns as follows: $2000 compounded annually at a gross return of 10% per year. Over a 5-year period
will return $1610.51. $1000 compounded annually at a gross return of 10% per year over a 5-year period net of a 50 basis point annual fee will return $1574.25. Past performance does not
guarantee future results.

To receive a complete list and description of HGK Asset Management, Inc.’s composites and/or a presentation that adheres to the GIPS standards, contact Adam Gerentine at 201-659-3700 or
email him at Performance@hgk.com

www.hgk.com | 525 Washington Boulevard, Suite 2000, Jersey City, New Jersey 07310 | p 201 659 3700



	Slide Number 1
	Slide Number 2

