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Agenda

I. BNY Mellon Asset Management and Standish’s Approach and Views

II. Summary of the PPIP
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Opening Remarks

Welcome

Today’s Presentation

● BNY Mellon Asset Management (BNYM AM) Overview

● BNYM AM’s approach and views to government-sponsored programs

● PPIP Overview with focus on Legacy Securities

Q&A
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The Bank of New York Mellon Corporation

The Bank of New York Mellon Corporation’s Experience, Size and Scale 
Delivers Resources and Expertise
● More than 220 years of experience

● More than 43,000 employees worldwide

● Offices in 34 countries

● More than $900 billion in assets under management* 

● $20.2 trillion in assets under custody and administration* 

● $12 trillion in assets under trusteeship for over 90,000 clients worldwide*

1 BNY Mellon Beta Management is a division of The Bank of New York Mellon; 2 Minority Owned; 3 MGAI does not offer services in the U.S.
4 50/50 Joint Venture; 5 BNY Mellon Cash Investment Strategies is a division of The Dreyfus Corporation.
* Assets as of 12/31/08.  See disclosures in the appendix.

Fixed Income, Cash 
& Currency Group

BNY Mellon
Wealth Management

BNY Mellon
Asset Servicing

The Bank of New York 
Mellon Broker-Dealer & 

Advisor Services

The Bank of New York Mellon 
Issuer Services

The Bank of New York Mellon 
Treasury Services

BNY Mellon
Asset Management

The Bank of New York
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The Dreyfus Corporation Walter Scott & 
Partners Limited

EACM Advisors, LLC WestLB Mellon 
Asset Management4

The Boston Company 
Asset Management, LLC Urdang

BNY Mellon ARX Mellon Global Alternative 
Investments Limited3

BNY Mellon Beta 
Managment1

Newton Investment 
Management

Blackfriars Asset 
Management Limited

Mellon Capital 
Management Corporation

Ankura Capital Pty Ltd Ivy Asset Management 
Corporation

Hamon Investment Group3

Alcentra BNY Mellon Cash 
Investment Strategies5

Pareto Investment 
Management Limited

Standish Mellon Asset 
Management Company LLC



Page 4

STANDISH
� ��� ����	� �

�� ���������� 
	�����
�

BNYM AM and Standish’s Views on Government-Sponsored Programs

BNYM AM and Standish
● Supports valuable Government initiatives of TALF, expanded TALF, and PPIP.

● Believes Programs will meet their stated objectives and are positive steps in repairing the financial system.

Believes that retail access should be available to reward American taxpayers
● Balance potential rewards for all market participants

● Avoid crowding out retail investors

● Recognize political climate and negative sentiment towards “Wall Street”

● Understand that ultimately the taxpayer is footing the bill
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What are We Doing?

● The Bank of  New York Mellon Financial Corporation already supports the program by acting as the 
Administrator to the TARP.

● Standish has applied to be a Public-Private Investment Fund (PPIF) – Legacy Securities Manager.

− We contemplate a Partnership with Williams Capital Group L.P. and other minority firms.

● We take a dual approach in addressing institutional and retail markets and target raising $3 billion of 
committed capital.

● We intend to employ PPIP exposures for the benefit of our clients in an array of institutional and retail 
products – regardless of whether we are selected as a PPIP manager.
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PPIF Will benefit from BNYM AM’s strong retail and Institutional distribution

BNYM AM is a global leader…
● 4th largest global institutional asset manager (P&I, May 2008)1

● 10th Largest U.S. asset manager (Institutional Investor, July 2008)1

● 4th largest U.S. Defined Benefit manager (P&I, May 2008)1

● Top 10 in wealth management in the U.S. (Barron’s /Internal analysis, June 2008)1

● 7th Largest Mutual Fund Manager (Strategic Insight)

BNYM AM has a broad client reach…
● 42% of 50 largest global retirement plans (P&I, January 2008)1

● 50% of top 50 U.S. corporate plans (P&I, January 2009)1

● 56% of top U.S. Public plans (P&I, January 2009)1

● Presence in 15 of the top 25 domestic wealth markets (Barron’s/internal analysis, June 2008)

Industry-leading Asset Flows…
● $49 billion AUM net flows (2008)

1 Rankings based on 2007 year-end data
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Overview of the PPIP

Public-Private Investment Program (PPIP) and TALF Expansion

● To address the challenges of illiquid, previously originated and issued loans and securities (“Legacy 
Assets”), The US Treasury, FDIC and Federal Reserve have introduced the Public-Private Investment 
Program (PPIP).

● The PPIP will utilize $75 to $100 billion in TARP capital, along with private sector capital to create 
investment funds that can provide $500 billion of purchasing power to buy Legacy Assets.  Over time the 
Program may be expanded to allow for up to $1 trillion of purchasing power.

The PPIP has three basic tenets:

● Maximize the impact of every taxpayer supplied dollar

● Create equitable sharing of risks and rewards with private sector capital

● Price Discovery and Transparency

Source: US Department of Treasury, Standish
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Objectives of PPIP

● Repairs balance sheets throughout financial system

● Stops the negative feedback loop of declining asset prices through sustained de-leveraging

● Promotes the return of liquidity and transparency to the marketplace

● Ensures that credit is available to households and businesses, large and small

● Helps drive the nation toward economic recovery

Source: US Department of Treasury, Standish
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Alternative Approaches and their Disadvantages

It just won’t go away……

● Simply hoping that banks will eventually work these legacy assets off their books risks prolonging and 
deepening the current financial crisis – as in Japan during the 1990s.

● Having the government act alone in purchasing legacy assets places all the risk on taxpayers – and incurs 
the additional risk of overpaying if government employees are setting asset prices.

● Government has greatest point of leverage given recent stress tests.

● Time is of the essence, given deepening global recession, capital constraints, and illiquidity.
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Two Parts of PPIP

The Legacy Asset Problem
● As an overheated housing bubble burst, leveraged investors began experiencing significant losses.  

● Many Legacy Assets were originated during periods of easy credit, characterized by weak underwriting 
standards.

● Broad-based de-leveraging resulted in fire-sale prices, causing negative feedback loop.

● Mark-to-market for held assets caused seismic shocks to institutional capital and earnings.

● Many new credit products and their related risks were never fully understood by market participants.

The Legacy Asset Solution

● Legacy Loans Program

− A program that combines FDIC debt financing with taxpayer and private sector capital to support the 
purchase of distressed loans from depository institutions.

● Legacy Securities Program

− A program that combines Treasury and Federal Reserve financing through TALF 2.0 with taxpayer 
and private sector capital to support the purchase of distressed securities.

Source: US Department of Treasury, Standish
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Broad Framework of the PPIP 

Public-Private
Investment Program

• $75 to 100 billion of TARP/FSP capital
• With financing from the FDIC and Federal 

Reserve, leverage $500 billion with potential 
to expand to $1 trillion of purchasing power

Capital
Public-Private

Investment Funds

• Combines USG and 
private capital

Financing
Funds will Raise FDIC

Guaranteed Debt

• FDIC will guarantee debt

• Leverage up to 6.1

Legacy Loans Program

Capital
Public-Private

Investment Funds

• Combines private capital
with USG capital and 
potential USG leverage

Financing
Leverage from

Federal Reserve

• Builds on existing TALF
framework

Legacy Securities Program

Source: US Department of Treasury
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Potential Legacy Securities Program Structure

Copyright 2009, Mayer Brown LLP.  Used with permission.

Treasury
● Invests up to 50% of 

equity, subject to minimum

● Optional loans up to 50% 
of equity

● Additional loans up to 
100% of equity

Additional Financing
● Loans from expanded 

TALF, other Treasury 
programs and private 
sources

Securities PPIF

Securities

Private Investors

Private Investor Vehicle
● Invests at least 50% of equity

Fund Manager

Financial Institutions
Must be eligible to sell

assets to the Treasury under EESA

Securities

Cash & Loans

Equity, Loan
Payments &
Warrants

Loans

Loan
Payments

Cash

Equity

Services

Sell Securities

Cash from Equity,
Loans from Treasury
and Additional
Financing to
purchase Securities

Equity Cash

Services
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Eligible Assets for Government Sponsored Programs 

● Other potential Eligible Assets may be added by Treasury as the Program develops.

TALF 2.0 AssetsNon-Agency RMBS3

Non-Agency RMBS4Non-Agency CMBS2Non-Agency  CMBS1

Non-Agency CMBS4Consumer ABS2Consumer ABS1

PPIFTALF 2.0TALF 1.0

1 For newly issued securities currently rated AAA.
2 For legacy ABS and CMBS securities currently rated AAA.
3 For certain legacy Non-Agency RMBS securities originally rated AAA.
4 For CMBS and RMBS securities originally rated AAA by two or more rating agencies, 

without ratings enhancement, and secured directly by loans, leases or other assets, 
but not other securities.
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Expected Returns – Example #1

Purchase 2007 Vintage 30% Super Senior CMBS A4
No Use of PPIP Leverage 

Key Assumptions
● Asset financed for 5 years. Bond is sold at end of year five
● No change in asset spreads over the holding period
● Forward prices computed from FWCV US $ Swap Coupon Curve, Bloomberg
● TALF financing cost is 5 year swap rate plus 100 basis points
● Applicable PPIP interest cost is 5 year swap rate plus 100 basis points
● Excludes base and incentive fees

1

2

3

200.0      Public-Private Capital 0.190% 3 M Tsy 0.956% 3 M LIBOR
0% PPIF Treasury Loan % 0.995% 2 Yr Tsy 1.444% 2 Yr Swap
-         PPIF Treasury Loan 1.471% 3 Yr Tsy 1.949% 3 Yr Swap

200.0      PPIF Available Funds 2.168% 5 Yr Tsy 2.661% 5 Yr Swap
20% TALF 2.0 Haircut % 3.319% 10 Yr Tsy 3.092% 10 Yr Swap

1,000.0   Purchasing Power 5.000% Asset Spread to Swaps
5            Financing Term (years) 5.794% Bond Coupon

1.00% Financing Spread to Swaps 85.969    Purchase PX
3.661% Financing Rate 8.257% SBEY

Par Coupon TALF PPIP Net Reinvest Net PX Total
Period Value $ PX MV Income Expense Expense Carry Income Income Return CF / MTM

Spot 1,163.2   85.969        1,000.0   (200.00)   
Yr 1 1,163.2   86.273        1,003.5   67.40     (29.29)    -         38.11     0.36       38.47    3.5         42.0       
Yr 2 1,163.2   86.539        1,006.6   67.40     (29.29)    -         38.11     0.36       38.47    3.1         41.6       
Yr 3 1,163.2   86.805        1,009.7   67.40     (29.29)    -         38.11     0.36       38.47    3.1         41.6       
Yr 4 1,163.2   88.484        1,029.3   67.40     (29.29)    -         38.11     0.36       38.47    19.5       58.0       
Yr 5 1,163.2   90.574        1,053.6   67.40     (29.29)    -         38.11     0.36       38.47    24.3       262.8     

Annualized return on equity ==>> 23.46%

Source: Standish
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Expected Returns – Example #2

Purchase 2007 Vintage 30% Super Senior CMBS A5 
PPIP Leverage equal to 50% total equity 

Key Assumptions
● Asset financed for 5 years. Bond is sold at end of year five
● No change in asset spreads over the holding period
● Forward prices computed from FWCV US $ Swap Coupon Curve, Bloomberg
● TALF financing cost is 5 year swap rate plus 100 basis points
● Applicable PPIP interest cost is 5 year swap rate plus 100 basis points
● Excludes base and incentive fees

1

2

3

200.0      Public-Private Capital 0.190% 3 M Tsy 0.956% 3 M LIBOR
50% PPIF Treasury Loan % 0.995% 2 Yr Tsy 1.444% 2 Yr Swap

100.0      PPIF Treasury Loan 1.471% 3 Yr Tsy 1.949% 3 Yr Swap
300.0      PPIF Available Funds 2.168% 5 Yr Tsy 2.661% 5 Yr Swap

20% TALF 2.0 Haircut % 3.319% 10 Yr Tsy 3.092% 10 Yr Swap

1,500.0   Purchasing Power 5.000% Asset Spread to Swaps
5            Financing Term (years) 5.794% Bond Coupon

1.00% Financing Spread to Swaps 85.969    Purchase PX
3.661% Financing Rate 8.257% SBEY

Par Coupon TALF PPIP Net Reinvest Net PX Total
Period Value $ PX MV Income Expense Expense Carry Income Income Return CF / MTM

Spot 1,744.8   85.969        1,500.0   (200.0)    
Yr 1 1,744.8   86.273        1,505.3   101.09    (43.93)    (3.66)      53.50     0.51       54.01    5.3         59.3       
Yr 2 1,744.8   86.539        1,510.0   101.09    (43.93)    (3.66)      53.50     0.51       54.01    4.6         58.6       
Yr 3 1,744.8   86.805        1,514.6   101.09    (43.93)    (3.66)      53.50     0.51       54.01    4.6         58.6       
Yr 4 1,744.8   88.484        1,543.9   101.09    (43.93)    (3.66)      53.50     0.51       54.01    29.3       83.3       
Yr 5 1,744.8   90.574        1,580.4   101.09    (43.93)    (3.66)      53.50     0.51       54.01    36.5       290.5     

Annualized return on equity ==>> 32.82%

Source: Standish
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Expected Returns – Example #3

Purchase 2007 Vintage 30% Super Senior CMBS A4 
PPIP Leverage equal to 100% total equity 

Key Assumptions
● Asset financed for 5 years. Bond is sold at end of year five
● No change in asset spreads over the holding period
● Forward prices computed from FWCV US $ Swap Coupon Curve, Bloomberg
● TALF financing cost is 5 year swap rate plus 100 basis points
● Applicable PPIP interest cost is 5 year swap rate plus 100 basis points
● Excludes base and incentive fees

1

2

3

Source: Standish

200.0      Public-Private Capital 0.190% 3 M Tsy 0.956% 3 M LIBOR
100% PPIF Treasury Loan % 0.995% 2 Yr Tsy 1.444% 2 Yr Swap
200.0      PPIF Treasury Loan 1.471% 3 Yr Tsy 1.949% 3 Yr Swap
400.0      PPIF Available Funds 2.168% 5 Yr Tsy 2.661% 5 Yr Swap
100% TALF 2.0 Haircut % 3.319% 10 Yr Tsy 3.092% 10 Yr Swap

400.0      Purchasing Power 5.000% Asset Spread to Swaps
5            Financing Term (years) 5.794% Bond Coupon

1.00% Financing Spread to Swaps 85.969    Purchase PX
3.661% Financing Rate 8.257% SBEY

Par Coupon TALF PPIP Net Reinvest Net PX Total
Period Value $ PX MV Income Expense Expense Carry Income Income Return CF / MTM

Spot 465.3     85.969        400.0     (200.00)   
Yr 1 465.3     86.273        401.4     26.96     -         (7.32)      19.64     0.19       19.82    1.4         21.2       
Yr 2 465.3     86.539        402.7     26.96     -         (7.32)      19.64     0.19       19.82    1.2         21.1       
Yr 3 465.3     86.805        403.9     26.96     -         (7.32)      19.64     0.19       19.82    1.2         21.1       
Yr 4 465.3     88.484        411.7     26.96     -         (7.32)      19.64     0.19       19.82    7.8         27.6       
Yr 5 465.3     90.574        421.4     26.96     -         (7.32)      19.64     0.19       19.82    9.7         229.5     

Annualized return on equity ==>> 11.80%
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Annualized Return Sensitivity – Incremental PPIF Leverage versus 
Asset Haircut 

2007 Vintage 30% Super Senior CMBS A4 
Purchase Price of Swaps + 500 basis points (85-31) 

Key Assumptions
● Asset financed for 5 years. Bond is sold at end of year five
● No change in asset spreads over the holding period
● Forward prices computed from FWCV US $ Swap Coupon Curve, Bloomberg
● TALF financing cost is 5 year swap rate plus 100 basis points
● Applicable PPIP interest cost is 5 year swap rate plus 100 basis points
● Excludes base and incentive fees

Source: Standish

0% 50% 100%
15% 29.4% 41.4% N/A
20% 23.5% 32.8% N/A   Examples #1 and #2
25% 19.5% 27.0% N/A

TALF Haircut 30% 17.0% 23.3% N/A
35% 15.1% 20.6% N/A
40% 13.7% 18.6% N/A

100% 7.8% 9.8% 11.8%   Example #3

PPIP Leverage
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Source: Standish

Consumer ABS 3-year AAA Spread to Swaps
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Impact of TALF 2.0 and PPIP on Non-Agency CMBS

10-year 30% C/E AAA Cash CMBS Spread to Swaps
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Impact of TALF 2.0 and PPIP on Non-Agency RMBS

Source: Standish
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Impediments to Success

● Uncertainty over Government Action

● Will institutions sell into the program?

● A Buy-and-Hold Strategy will not be sufficient
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Impact of Government Related Programs

Pros
● Can create a floor for asset prices

● Fosters price discovery and greater market transparency

● Encourages a long-term fair value focus

● Frees up institutional capital

● Positive impact already demonstrated in certain sectors, such as highly rated Consumer ABS, Prime, 
Alt-A and Commercial MBS

● Creates another asset class for investors

Cons
● The length of time required to launch the Program

● Complexity of the Program and lack of clarity regarding key details

● Access may be limited to a restricted number of managers
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Potential Institutional Structure

Source: Standish
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Likely Terms for Institutional Offerings

● Prospective investors must be accredited investors and qualified purchasers as defined under Federal 
securities laws.

● Restrictions on ERISA investors (less than 25% of the Fund).

● Reinvestment of income and recycled capital will occur in conjunction with prescribed lock-up periods.

● No voluntary withdrawals to allow for optimal financing.

● Fees likely to be set by the Treasury. 

● Government and Private Share Classes to allow for differentiated fee treatment.

● Incentive Compensation likely to be different for Government and Private Investors.
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Practical Steps to include Retail Investors

● Setting up a Registered Fund such as a Closed End Fund that will invest in multiple PPIF Private Placements.

● Allowing existing Fixed Income Funds to access PPIF, taking into account liquidity constraints.

● Setting up a Distressed Debt Fund to invest in eligible PPIFs, TALF Funds and other distressed assets.

● Securitizing private placements to allow for broader access (e.g. 144A securities).

● Setting up and employing Registered Fund vehicles with existing leverage constraints.

● Creating an optimal retail structure, in discussions with regulators.
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Factors That May Contribute to the Success of Retail-Oriented Products

● Transparency in pricing and risk

● Exchange traded structure(s)

● Regular liquidity  

● Deferred taxation

● Equal treatment with respect to leverage

● Low investment minimums
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Questions & Answers

For further information, contact:

Thomas Graf, C.P.A. 
Managing Director of Structured Product – Standish
Phone: 617-248-6068 
Email: tgraf@standish.com

Alex Over 
Managing Director of Sales and Marketing – Standish
Phone: 617-248-6339
Email: aover@standish.com

For a copy of today’s presentation, please email your request to info@standish.com
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Biographies

Ronald P. O’Hanley
Ronald P. O’Hanley is President and Chief Executive Officer of BNY Mellon Asset Management, the asset management umbrella organization of 
The Bank of New York Mellon Corporation. He is also Vice Chairman of The Bank of New York Mellon Corporation and a member of the
Executive Committee, which is the senior-most governing body of the Corporation. Additionally, Ron oversees all of The Bank of New York 
Mellon’s activities in Asia Pacific. 
BNY Mellon Asset Management is a global, multi-boutique firm. The asset management firms under Ron’s leadership include: Alcentra; Ankura
Capital, Blackfriars Asset Management, BNY Mellon ARX; BNY Mellon Beta Management; BNY Mellon Cash Investment Strategies; The Boston 
Company Asset Management; EACM Advisors; Ivy Asset Management; Mellon Capital Management; Mellon Global Alternative Investments;
Newton Investment Management; Pareto Investment Management; Standish; Urdang; Walter Scott and a joint venture - WestLB Mellon Asset 
Management. The firm is a leading global asset manager and in the top 5 institutionally in the U.S., with $862 billion in assets under management.
In addition to managing the investment subsidiaries, Ron is responsible for the U.S. and non-U.S. retail, intermediary and institutional distribution 
activities of BNY Mellon Asset Management. The U.S. business consists primarily of The Dreyfus Corporation. Dreyfus, established in 1951, is one 
of the nation’s leading mutual fund companies, currently managing over $354 billion in more than 201 mutual fund portfolios nationwide as of the 
fourth quarter 2008. Outside the U.S., the business consists of BNY Mellon Asset Management International, which is the Corporation’s U.K.-based 
global distribution platform; BNY Mellon Asset Management Japan; BNY Mellon Asset Management Australia; a minority investment in Hamon
Investment Management in Hong Kong, and various distribution agreements and representative sales offices in Asia and Europe. Revenues from 
non-U.S. clients amount to approximately 43% of total asset management revenue.
Prior to the merger of The Bank of New York and Mellon Financial Corporation in July of 2007,  Ron was Vice Chairman of Mellon Financial 
Corporation and President and Chief Executive Officer of Mellon Asset Management. He joined Mellon in February 1997 from McKinsey & 
Company Inc., where he was a partner and the leader of the firm’s Investment Management practice worldwide and co-leader of its North American 
personal financial services practice. During his 10 years with McKinsey, Mr. O’Hanley was based out of Boston and, for a period of time, Stockholm, 
and he focused on financial services throughout North America, Latin America, Europe and Asia.
Mr. O’Hanley is a graduate of Harvard University Graduate School of Business. His not-for-profit interests include: Chairman of the Boston Public 
Library Foundation Board of Directors; Board of Directors of Beth Israel Deaconess Medical Center; Board of Trustees of the Marine Biological 
Laboratory; Advisory Board of the Maxwell School of Citizenship and Public Administration at Syracuse University; the Board of Directors of The 
Massachusetts Audubon Society and serves as a corporate trustee and member of the Advisory Council of The Trustees of Reservations. He is 
Visiting Professor in the School of Economics & Management Studies at the University of Edinburgh, and an offshore sailboat racer.






