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Dear Fellow Shareholder:

Even in the midst of a challenging economic recovery, bright spots are emerging. U.S. corporate balance sheets
are strong, with companies delivering healthy profits and holding record amounts of cash.

If there is a lesson to be gleaned from recent events, it is the easily overlooked risk of investors missing out on
market surges, which can come swiftly. For example, U.S. stocks recorded their best September in 71 years. In
today�s ever-changing investment environment, where markets can move quickly in either direction, we believe
Putnam�s risk-focused, active-management approach is well suited for pursuing opportunities for our shareholders.

In developments affecting oversight of your fund, Barbara M. Baumann has been elected to the Board of Trustees
of the Putnam Funds, effective July 1, 2010. Ms. Baumann is president and owner of Cross Creek Energy
Corporation of Denver, Colorado, a strategic consultant to domestic energy firms and direct investor in energy
assets. We also want to thank Elizabeth T. Kennan, who has retired from the Board of Trustees, for her many years
of dedicated and thoughtful leadership.

Lastly, we would like to take this opportunity to welcome new shareholders to the fund and to thank all of our
investors for your continued confidence in Putnam.

About thefund
Seeking broad diversification across bond markets

When Putnam Master Intermediate Income Trust was launched in 1988, its three-pronged focus on U.S.
investment-grade bonds, high-yield corporate bonds, and non-U.S. bonds was considered innovative. Lower-rated,
higher-yielding corporate bonds were relatively new, having just been established in the late 1970s. In addition, at
the time of the fund�s launch, fewinvestors were venturing outside the United States for fixed-income
opportunities.

In the two decades since then, the bond investment landscape has undergone a transformation. New sectors such
as mortgage- and asset-backed securities now make up a sizable portion of the U.S. investment-grade market. The
high-yield corporate bond sector has also grown significantly. Outside the United States, the introduction of the
euro fostered the development of a large market of European government bonds. There are also growing
opportunities to invest in the debt of emerging-market countries.

The fund�sinvestment perspective has been broadened to keep pace with the market expansion over time. To
respond to the market�s increasing complexity, Putnam�sfixed-income group aligns teams of specialists with varied
investment opportunities. Each team identifies compelling strategies within its area of expertise. The fund�s
managers select from among these strategies, striving to systematically build a diversified portfolio that carefully
balances risk and return.

The fund�s multi-strategy approachis well suited to the expanding opportunities in today�s global bondmarketplace.
As different factors drive the performance of the various fixed-income sectors, the fund�sdiversified strategy seeks
to take advantage of changing market leadership in pursuit of high current income and the relative stability of net
asset value.

Consider these risks before investing: International investing involves certain risks, such as currency
fluctuations, economic instability, and political developments. Additional risks may be associated with
emerging-market securities, including illiquidity and volatility. Lower-rated bonds may offer higher yields in return
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for more risk. Funds that invest in government securities are not guaranteed. Mortgage-backed securities are
subject to prepayment risk. The use of derivatives involves special risks and may result in losses. Funds that invest
in bonds are subject to certain risks including interest-rate risk, credit risk, and inflation risk. As interest rates rise,
the prices of bonds fall. Long-term bonds are more exposed to interest-rate risk than short-term bonds. Unlike
bonds, bond funds have ongoing fees and expenses. The fund�s shares trade on a stockexchange at market prices,
which may be lower than the fund�s net asset value.

How do closed-end funds differ from open-end funds?

More assets at work While open-end funds need to maintain a cash position to meet redemptions, closed-end funds are not
subject to redemptions and can keep more of their assets invested in the market.

Traded like stocks Closed-end fund shares are traded on stock exchanges, and their market prices fluctuate in response to
supply and demand, among other factors.

Net asset value vs. market price Like an open-end fund�s net asset value (NAV) per share, the NAV of a closed-end fund share
is equal to the current value of the fund�s assets, minus itsliabilities, divided by the number of shares outstanding. However,
when buying or selling closed-end fund shares, the price you pay or receive is the market price. Market price reflects current
market supply and demand, and may be higher or lower than the NAV.

Data is historical. Past performance does not guarantee future results. More recent returns may be less or more
than those shown. Investment return and net asset value will fluctuate, and you may have a gain or a loss when
you sell your shares. Performance assumes reinvestment of distributions and does not account for taxes. Fund
returns in the bar chart are at NAV. See pages 5 and 10�11 for additional performance information, including fund
returns at market price. Index and Lipper results should be compared to fund performance at NAV. Lipper
calculates performance differently than the closed-end funds it ranks, due to varying methods for determining a
fund�s monthly reinvestment NAV.
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Interview with your fund�s portfolio manager
D. William Kohli

Bill, how did Putnam Master Intermediate Income Trust perform for the 12 months ended September
30, 2010?

The fund enjoyed an exceptional fiscal year, outperforming both its benchmark and its Lipper peer group average
by wide margins. The fund returned 17.33% at net asset value versus 8.73% for the Barclays Capital
Government/Credit Bond Index and 12.43% for Lipper Flexible Income Funds [closed-end].

What was the environment like for fixed-income investing over the past 12 months?

From the fall of 2009 through this past summer, developed countries have slowly emerged from recession,
multi-national corporations have restored their balance sheets and found ever-increasing access to the credit
markets, and U.S. growth has been balky as unemployment remained stubbornly high and housing woes persisted.
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Bonds that were directly or indirectly negatively affected during the financial crisis and deleveraging process that
took place in 2008 have made dramatic price recoveries in many cases. Interest-rate spreads for fixed-income
issues such as commercial mortgage-backed securities [CMBS] versus Treasuries narrowed substantially, as CMBS
prices have risen. In addition, fixed-income market sectors that carry greater perceived risk � including high-yield
bonds and emerging-market bonds � performed well as credit flows in the global markets have gradually been
restored.

Although the track for the global economy and financial markets has generally been positive, concerns over a
possible �double-dip� recession scenario have periodically arisen. In addition, the European sovereign debt worries
rose to crisis levels this past April and May, forcing AAA-rated Germany to come to Greece�s rescue and the
European Central Bank [ECB] to purchase sovereign bonds of

This comparison shows your fund�s performance in the context of broad market indexes for the 12 months ended
9/30/10. See pages 4 and 10�11 for additional fund performance information. Index descriptions can be found on
page 12.
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several troubled European nations to ensure market liquidity. In late August, global markets responded positively
to Federal Reserve [Fed] Chairman Ben Bernanke�s speech at Jackson Hole, Wyoming. Bernanke strongly hinted
that the Fed would take additional �quantitative easing� measures. For example, one such measure might be to
purchase additional long-dated Treasury securities on the open market with a goal of stimulating the economy by
increasing the overall money supply to try to ensure continued economic progress.

What has accounted for the fund�s strong absolute and relative performance?

The fund�s core strategy is to employ a multi-faceted approach to fixed-incomeinvesting. We can select from a
number of possible strategies � including the use of derivatives � where we have years of solid experience.

In 2008, we made a significant investment in longer-term commercial mortgages at price levels that we felt
entailed low risk to the fund, at a time when those instruments were under stress. Those investments paid off but
longer-term commercial mortgage instruments are approaching fair value as their prices have rebounded.

More recently, we have employed three primary mortgage strategies as we seek to benefit from these securities�
abundant cash flows, and in some cases their price appreciation potential.

Credit qualities are shown as a percentage of net assets as of 9/30/10. A bond rated Baa or higher (Prime-3 or
higher, for short-term debt) is considered investment grade. The chart reflects Moody�s ratings; percentages may
include bonds or derivatives not rated by Moody�s but rated by Standard & Poor�s or, if unrated by S&P, by Fitch,
and then included in the closest equivalent Moody�s rating. Ratings will vary over time.

Credit quality includes bonds and represents only the fixed-income portion of the portfolio. Derivative instruments,
including currency forwards, are only included to the extent of any unrealized gain or loss on such instruments and
are shown in the not-rated category. The fund itself has not been rated by an independent rating agency.
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First, the fund established a moderate position in short-term CMBS. Our analysis suggested that these securities,
which are typically very liquid, were undervalued relative to their liquidity risk. Our short-term CMBS holdings have
performed very well for the fund.

Our mortgage-security position also includes agency inverse interest-only securities, or IOs. IO securities are
backed by interest payments on agency mortgage loans, and our holdings there have accumulated steady cash
flows during the most recent fiscal year. The main risk to IO holders is the prepayment of mortgages. Because
prepayments are driven primarily by home values, with the majority of home values either stable or depressed at
present, the rate of agency prepayments has been slow on a relative basis. This element of our strategy has
contributed strongly to performance. Although prepayment risk was low during the period, in our mortgage
security position, we also employed options to hedge duration, convexity, and prepayment risk in the portfolio,
such as those imbedded in our investments in agency inverse IO securities.

The third part of our mortgage strategy, investments in non-agency residential mortgage-backed securities
[RMBS], has also helped performance. Within the RMBS area, we have emphasized hybrid adjustable-rate
mortgages [ARMs], securities that combine features of both fixed-rate and adjustable-rate mortgages. We have
also invested in Alt-A mortgages � considered riskier than standard prime mortgages but higher quality than
subprime mortgages because Alt-A borrowers must have a reasonable credit history � at what we feel are very
attractive prices.

This table shows the fund�s top holdings across three key sectors and the percentage of the fund�s net assets that
each represented as of 9/30/10. Short-term holdings are excluded. Holdings will vary over time.
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To hedge foreign exchange risk in the portfolio, the fund also uses currency-forward contracts, which lock in a
given currency exchange rate at a specific future date.

What else contributed to performance?

We had several. Because strategies among major central banks around the world on how best to deal with the
various economic challenges have continued to diverge � for example, the aggressive anti-inflation policy of the ECB
compared with the accommodative pro-growth/anti-deflation policy of the Fed � the fund has benefited from our
decision to make calls regarding �term structure.� This means that we are investing based on the direction of
interest-rate movements among various countries. We also employ interest-rate futures and swap contracts to
actively manage the fund�s term-structure risk � that is, the risk related to changes in interest rates along the yield
curve. Government policy intervention, net borrowing levels, quantitative easing, and artificially low central bank
rates have opened up significant opportunities in term-structure strategies, an area that had been relatively
dormant for years.

Outside the U.S. market, we have positioned the fund to benefit from sovereign bond investments among
developed and emerging-market countries that have avoided major problems in their banking systems and are
now enjoying robust growth. Within this strategy we are overweighting �global winners� such as Canada, Sweden,
Turkey, and Brazil. Recently, we have been increasing the fund�s position in BBB- and B-rated corporate bonds as
yields for many of these issues are very attractive. The companies we are investing in are benefiting from
increased access to the capital markets, the ability to refinance debt at lower coupons, and a healthy cash buildup.

What areas detracted from performance?

As I mentioned, we recently have been adding to corporate credit, a sector that performed strongly over the past
12 months. Almost all areas of the portfolio have done very well in this period, but a larger corporate credit
position could have boosted returns somewhat. However, we believed that the risks of a stalled recovery and
increased defaults in corporate debt, particularly among
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This chart shows how the fund�s top weightings have changed over the past six months. Weightings are shown as a
percentage of net assets. Summary information may differ from the portfolio schedule included in the financial
statements due to the inclusion of derivative securities and the exclusion of as-of trades, if any, and the use of
different classifications of securities for presentation purposes. Holdings will vary over time.

Data in the chart reflect a new calculation methodology placed in effect within the past six months.
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lower-rated securities, made the sector less appealing than other areas of the market.

What is your outlook?

We believe that the global growth dynamic will remain muted in the coming months, compared with other periods
when the world has emerged from recession. Head winds that may prevent a more robust recovery include
continued high unemployment in many countries, a weak housing market here in the United States as well as in
key areas abroad, and high sovereign debt levels across much of the developed world. Because of these factors,
we feel that most major central banks will be forced to maintain low short-term interest rates for the time being.
For these reasons, independent of any particular economic scenario, we will continue to invest in very high-quality,
relatively short-term bonds with high-quality cash flows. The superior quality of these securities� cash flows comes
from the fact that they are agency-backed, or because their collateral has been unduly discounted.

In an uncertain macroeconomic environment, it�s important to be nimble and flexible. One of the key features of
this fund is its ability to pursue a wide range of investment opportunities as they arise. Going forward, we will
continue to seek out the most compelling opportunities that our research and portfolio management team
uncovers.

The views expressed in this report are exclusively those of Putnam Management. They are not meant as
investment advice.

Please note that the holdings discussed in this report may not have been held by the fund for the entire period.
Portfolio composition is subject to review in accordance with the fund�s investment strategy and may vary in the
future. Current and future portfolio holdings are subject to risk.

Of special interest

We are pleased to report an increase in your fund�s dividend rate at the beginning of its current fiscal year. The
dividend was increased from $0.045 per share to $0.053 per share as of October 2009, an increase of 17.54%, due
to the increase in yields from asset-backed and commercial mortgage-backed securities.

Portfolio Manager D. William Kohli is Team Leader of Portfolio Construction and Global Strategies at Putnam. He
has an M.B.A. from the Haas School of Business at the University of California, Berkeley, and a B.A. from the
University of California, San Diego. Bill joined Putnam in 1994 and has been in the investment industry since 1987.

In addition to Bill, your fund�s portfolio managers are Michael Atkin, Rob Bloemker, Kevin Murphy, and Paul Scanlon.

IN THE NEWS

With the pace of recovery slowing, the Federal Open Market Committee (FOMC) said that additional
monetary policy easing may be necessary �before long.�According to the FOMC�s minutes from its September
21 meeting, several members noted that unless the pace of economic recovery strengthened, they �would consider
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taking appropriate action soon.�Members of the rate-setting FOMC viewed recent growth and inflation trends as
unsatisfactory. Fed officials focused their discussion on a second round of buying U.S. Treasuries, also known as
quantitative easing. The purchases are seen as a way to keep the economy from heading into a period of declining
inflation and slow growth.
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Your fund�s performance
This section shows your fund�s performance for periods ended September 30, 2010, the end of its most recent fiscal
year. Performance should always be considered in light of a fund�s investment strategy. Data represents past
performance. Past performance does not guarantee future results. More recent returns may be less or more than
those shown. Investment return, net asset value, and market price will fluctuate, and you may have a gain or a loss
when you sell your shares.

Fund performance Total return for periods ended 9/30/10

NAV Market price

Annual average

Life of fund (since 4/29/88) 7.47% 7.48%

10 years 96.24 134.14

Annual average 6.97 8.88

5 years 34.01 63.29

Annual average 6.03 10.30

3 years 18.77 42.31

Annual average 5.90 12.48

1 year 17.33 25.33

Performance assumes reinvestment of distributions and does not account for taxes.

Comparative index returns For periods ended 9/30/10

Citigroup Lipper Flexible

Barclays Capital Non-U.S. World JPMorgan Income Funds

Government/Credit Government Global High (closed-end)

Bond Index Bond Index Yield Index category average*
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Annual average (life of fund) 7.47% 6.97% �� 7.11%

10 years 88.08 116.00 122.96% 76.19

Annual average 6.52 8.01 8.35 5.71

5 years 34.75 42.44 49.82 31.78

Annual average 6.15 7.33 8.42 5.64

3 years 24.11 27.50 28.46 17.96

Annual average 7.46 8.44 8.71 5.59

1 year 8.73 4.47 18.46 12.43

Index and Lipper results should be compared to fund performance at net asset value. Lipper calculates performance differently
than the closed-end funds it ranks, due to varying methods for determining a fund�s monthly reinvestment NAV.

* Over the 1-year, 3-year, 5-year, 10-year, and life-of-fund periods ended 9/30/10, there were 6, 5, 5, 4, and 2 funds, respectively,
in this Lipper category.

� The JPMorgan Global High Yield Index was introduced on 12/31/93, which post-dates the fund�s inception.
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Fund price and distribution information For the 12-month period ended 9/30/10

Distributions

Number 12

Income $1.077

Capital gains �

Total $1.077

Share value NAV Market price

9/30/09 $5.94 $5.99

9/30/10 5.83 6.28

Edgar Filing: PUTNAM MASTER INTERMEDIATE INCOME TRUST - Form N-CSR

9



Current yield (end of period)

Current dividend rate* 10.91% 10.13%

The classification of distributions, if any, is an estimate. Final distribution information will appear on your year-end tax forms.

* Most recent distribution, excluding capital gains, annualized and divided by NAV or market price at end of period.
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Terms and definitions
Important terms

Total return shows how the value of the fund�s shares changed over time, assuming you held the shares through
the entire period and reinvested all distributions in the fund.

Net asset value (NAV) is the value of all your fund�s assets, minus any liabilities, divided by the number of
outstanding shares.

Market price is the current trading price of one share of the fund. Market prices are set by transactions between
buyers and sellers on exchanges such as the New York Stock Exchange.

Current yield is the annual rate of return earned from dividends or interest of an investment. Current yield is
expressed as a percentage of the price of a security, fund share, or principal investment.

Comparative indexes

Barclays Capital Aggregate Bond Index is an unmanaged index of U.S. investment-grade fixed-income
securities.

Barclays Capital Government/Credit Bond Index is an unmanaged index of U.S. Treasuries, agency securities,
and investment-grade corporate bonds.

BofA (Bank of America) Merrill Lynch U.S. 3-Month Treasury Bill Index is an unmanaged index that seeks
to measure the performance of U.S. Treasury bills available in the marketplace.

Citigroup Non-U.S. World Government Bond Index is an unmanaged index generally considered to be
representative of the world bond market excluding the United States.

JPMorgan Global High Yield Index is an unmanaged index of global high-yield fixed-income securities.

S&P 500 Index is an unmanaged index of common stock performance.

Indexes assume reinvestment of all distributions and do not account for fees. Securities and performance of a fund and an index
will differ. You cannot invest directly in an index.
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Lipper is a third-party industry-ranking entity that ranks mutual funds. Its rankings do not reflect sales charges.
Lipper rankings are based on total return at net asset value relative to other funds that have similar current
investment styles or objectives as determined by Lipper. Lipper may change a fund�s category assignment at its
discretion. Lipper category averages reflect performance trends for funds within a category.
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Trustee approval of management contract
General conclusions

The Board of Trustees of the Putnam funds oversees the management of each fund and, as required by law,
determines annually whether to approve the continuance of your fund�s management contract with Putnam
Investment Management (�Putnam Management�) and the sub-management contract with respect to your fund
between Putnam Management and its affiliate, Putnam Investments Limited (�PIL�).

In this regard, the Board of Trustees, with the assistance of its Contract Committee consisting solely of Trustees
who are not �interested persons� (as this term is defined in the Investment Company Act of 1940, as amended) of
the Putnam funds (the �Independent Trustees�), requests and evaluates all information it deems reasonably
necessary under the circumstances. Over the course of several months ending in June 2010, the Contract
Committee met several times with representatives of Putnam Management and in executive session to consider
the information provided by Putnam Management and other information developed with the assistance of the
Board�s independent counsel and independent staff. The Contract Committee reviewed and discussed key aspects
of this information with all of the Independent Trustees. At the Trustees� June 11, 2010 meeting, the Contract
Committee recommended, and the Independent Trustees approved, the continuance of your fund�s management
and sub-management contracts, effective July 1, 2010. (Because PIL is an affiliate of Putnam Management and
Putnam Management remains fully responsible for all services provided by PIL, the Trustees have not evaluated PIL
as a separate entity, and all subsequent references to Putnam Management below should be deemed to include
reference to PIL as necessary or appropriate in the context.)

The Independent Trustees� approval was based on the following conclusions:

�That the fee schedule in effect for your fund represented reasonable compensation in light of the nature and
quality of the services being provided to the fund, the fees paid by competitive funds, and the costs incurred by
Putnam Management in providing such services, and

�That the fee schedule represented an appropriate sharing between fund shareholders and Putnam Management of
such economies of scale as may exist in the management of the fund at current asset levels.

These conclusions were based on a comprehensive consideration of all information provided to the Trustees and
were not the result of any single factor. Some of the factors that figured particularly in the Trustees� deliberations
and how the Trustees considered these factors are described below, although individual Trustees may have
evaluated the information presented differently, giving different weights to various factors. It is also important to
recognize that the fee arrangements for your fund and the other Putnam funds are the result of many years of
review and discussion between the Independent Trustees and Putnam Management, that certain aspects of the
arrangements may receive greater scrutiny in some years than others, and that the Trustees� conclusions may be
based, in part, on their consideration of fee arrangements in prior years.

Management fee schedules and categories; total expenses

The Trustees reviewed the management fee schedules in effect for all Putnam funds, including fee levels and
breakpoints. In reviewing management fees, the Trustees generally focus their attention on material changes in
circumstances � for example, changes in assets under management
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or investment style, changes in Putnam Management�s operating costs, or changes in competitive practices in the
mutual fund industry � that suggest that consideration of fee changes might be warranted. The Trustees concluded
that the circumstances did not warrant changes to the management fee structure of your fund.

As in the past, the Trustees continued to focus on the competitiveness of the total expense ratio of each fund. The
Trustees reviewed comparative fee and expense information for competitive funds, which indicated that, in a
custom peer group of competitive funds selected by Lipper Inc., your fund ranked in the 50th percentile in effective
management fees (determined for your fund and the other funds in the custom peer group based on fund asset
size and the applicable contractual management fee schedule) and in the 1st percentile in total expenses as of
December 31, 2009 (the first percentile representing the least expensive funds and the 100th percentile the most
expensive funds).

Your fund currently has the benefit of breakpoints in its management fee that provide shareholders with significant
economies of scale in the form of reduced fee levels as the fund�s assets under management increase. In recent
years, the Trustees have examined the operation of the existing breakpoint structure during periods of both growth
and decline in asset levels. The Trustees concluded that the fee schedule in effect for your fund represented an
appropriate sharing of economies of scale at that time.

In connection with their review of the management fees and total expenses of the Putnam funds, the Trustees also
reviewed the costs of the services provided and profits realized by Putnam Management and its affiliates from their
contractual relationships with the funds. This information included trends in revenues, expenses and profitability of
Putnam Management and its affiliates relating to the investment management, investor servicing and distribution
services provided to the funds. In this regard, the Trustees also reviewed an analysis of Putnam Management�s
revenues, expenses and profitability, allocated on a fund-by-fund basis, with respect to the funds� management,
distribution, and investor servicing contracts. For each fund, the analysis presented information about revenues,
expenses and profitability for each of the agreements separately and for the agreements taken together on a
combined basis. The Trustees concluded that, at current asset levels, the fee schedules currently in place
represented an appropriate sharing of economies of scale at that time.

The information examined by the Trustees as part of their annual contract review for the Putnam funds has
included for many years information regarding fees charged by Putnam Management and its affiliates to
institutional clients such as defined benefit pension plans, college endowments, and the like. This information
included comparisons of such fees with fees charged to the funds, as well as a detailed assessment of the
differences in the services provided to these two types of clients. The Trustees observed, in this regard, that the
differences in fee rates between institutional clients and mutual funds are by no means uniform when examined by
individual asset sectors, suggesting that differences in the pricing of investment management services to these
types of clients may reflect historical competitive forces operating in separate market places. The Trustees
considered the fact that fee rates across different asset classes are typically higher on average for mutual funds
than for institutional clients, as well as the differences between the services that Putnam Management provides to
the Putnam funds and those that it provides to institutional clients of the firm, and did not rely on these
comparisons to any significant extent in concluding that the management fees paid by your fund are reasonable.
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Investment performance

The quality of the investment process provided by Putnam Management represented a major factor in the Trustees�
evaluation of the quality of services provided by Putnam Management under your fund�s management contract. The
Trustees were assisted in their review of the Putnam funds� investment process and performance by the work of the
Investment Oversight Coordinating Committee of the Trustees and the Investment Oversight Committees of the
Trustees, which met on a regular monthly basis with the funds� portfolio teams throughout the year. The Trustees
concluded that Putnam Management generally provides a high-quality investment process � as measured by the
experience and skills of the individuals assigned to the management of fund portfolios, the resources made
available to such personnel, and in general the ability of Putnam Management to attract and retain high-quality
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personnel � but also recognized that this does not guarantee favorable investment results for every fund in every
time period. The Trustees considered the investment performance of each fund over multiple time periods and
considered information comparing each fund�s performance with various benchmarks and with the performance of
competitive funds.

The Committee noted the substantial improvement in the performance of most Putnam funds during 2009. The
Committee also noted the disappointing investment performance of a number of the funds for periods ended
December 31, 2009 and considered information provided by Putnam Management regarding the factors
contributing to the underperformance and actions being taken to improve performance. The Trustees recognized
that, in recent years, Putnam Management has taken steps to strengthen its investment personnel and processes
to address areas of underperformance, including Putnam Management�s continuing efforts to strengthen the equity
research function, recent changes in portfolio managers, increased accountability of individual managers rather
than teams, recent changes in Putnam Management�s approach to incentive compensation, including emphasis on
top quartile performance over a rolling three-year period, and the recent arrival of a new chief investment officer.
The Trustees indicated their intention to continue to monitor performance trends to assess the effectiveness of
these efforts and to evaluate whether additional changes to address areas of underperformance are warranted.

In the case of your fund, the Trustees considered that your fund�s common share cumulative total return
performance at net asset value was in the following percentiles of its Lipper Inc. peer group (Lipper Flexible Income
Funds (closed-end)) for the one-year, three-year and five-year periods ended December 31, 2009 (the first
percentile representing the best-performing funds and the 100th percentile the worst-performing funds):

One-year period 34th

Three-year period 84th

Five-year period 84th

Over the one-year, three-year and five-year periods ended December 31, 2009, there were 5, 5 and 5 funds,
respectively, in your fund�s Lipper peer group. (When considering performance information, shareholders should be
mindful that past performance is not a guarantee of future results.)

The Trustees took note of your fund�s 4th quartile performance for each of the three-year and five-year periods
ended December 31, 2009 and considered the circumstances that may have contributed to the disappointing
performance as well as any actions taken by Putnam Management intended to improve performance. The Trustees
also considered that Putnam Management has taken the following actions:

�Increased accountability and reduced complexity in the portfolio management process for the Putnam equity
funds by

15

replacing a team management structure with a decision-making process that vests full authority and responsibility
with individual portfolio managers. Putnam Management has also taken other steps, such as eliminating sleeves in
certain Putnam equity funds, to reduce process complexity in the portfolio management of these funds;

�Clarified its investment process by affirming a fundamental-driven approach to investing, with quantitative
analysis providing additional input for investment decisions;

�Strengthened its large-cap equity research capability by adding multiple new investment personnel to the team
and by bringing U.S. and international research under common leadership; and
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�Realigned the compensation structure for portfolio managers and research analysts so that only those who
achieve top-quartile returns over a rolling three-year basis are eligible for full bonuses.

As a general matter, the Trustees believe that cooperative efforts between the Trustees and Putnam Management
represent the most effective way to address investment performance problems. The Trustees noted that investors
in the Putnam funds have, in effect, placed their trust in the Putnam organization, under the oversight of the funds�
Trustees, to make appropriate decisions regarding the management of the funds. Based on the responsiveness of
Putnam Management in the recent past to Trustee concerns about investment performance, the Trustees
concluded that it is preferable to seek change within Putnam Management to address performance shortcomings.
In the Trustees� view, the alternative of engaging a new investment adviser for an underperforming fund would
entail significant disruptions and would not provide any greater assurance of improved investment performance.

Brokerage and soft-dollar allocations; investor servicing

The Trustees considered various potential benefits that Putnam Management may receive in connection with the
services it provides under the management contract with your fund. These include benefits related to brokerage
and soft-dollar allocations, whereby a portion of the commissions paid by a fund for brokerage may be used to
acquire research services that are expected to be useful to Putnam Management in managing the assets of the
fund and of other clients. The Trustees considered a change made, at Putnam Management�s request, to the
Putnam funds� brokerage allocation policies commencing in 2010, which increased the permitted soft dollar
allocation to third-party services over what had been authorized in previous years. The Trustees noted that a
portion of available soft dollars continues to be allocated to the payment of fund expenses. The Trustees indicated
their continued intent to monitor regulatory developments in this area with the assistance of their Brokerage
Committee and also indicated their continued intent to monitor the potential benefits associated with fund
brokerage and soft-dollar allocations and trends in industry practices to ensure that the principle of seeking best
price and execution remains paramount in the portfolio trading process.

Putnam Management may also receive benefits from payments that the funds make to Putnam Management�s
affiliates for investor or distribution services. In conjunction with the annual review of your fund�s management
contract, the Trustees reviewed your fund�s investor servicing agreement with Putnam Fiduciary Trust Company
(�PFTC�), an affiliate of Putnam Management. The Trustees concluded that the fees payable by the funds to PFTC for
such services are reasonable in relation to the nature and quality of such services.
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Other information for shareholders
Important notice regarding share repurchase program

In September 2010, the Trustees of your fund approved the renewal of a share repurchase program that had been
in effect since 2005. This renewal will allow your fund to repurchase, in the 12 months beginning October 8, 2010,
up to 10% of the fund�s common shares outstanding as of October 7, 2010.

Important notice regarding Putnam�s privacy policy

In order to conduct business with our shareholders, we must obtain certain personal information such as account
holders� names, addresses, Social Security numbers, and dates of birth. Using this information, we are able to
maintain accurate records of accounts and transactions.

It is our policy to protect the confidentiality of our shareholder information, whether or not a shareholder currently
owns shares of our funds. In particular, it is our policy not to sell information about you or your accounts to outside
marketing firms. We have safeguards in place designed to prevent unauthorized access to our computer systems
and procedures to protect personal information from unauthorized use.

Under certain circumstances, we must share account information with outside vendors who provide services to us,
such as mailings and proxy solicitations. In these cases, the service providers enter into confidentiality agreements
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with us, and we provide only the information necessary to process transactions and perform other services related
to your account. Finally, it is our policy to share account information with your financial representative, if you�ve
listed one on your Putnam account.

Proxy voting

Putnam is committed to managing our mutual funds in the best interests of our shareholders. The Putnam funds�
proxy voting guidelines and procedures, as well as information regarding how your fund voted proxies relating to
portfolio securities during the 12-month period ended June 30, 2010, are available in the Individual Investors
section at putnam.com, and on the SEC�s Web site, www.sec.gov. If you have questions about finding forms on the
SEC�s Web site, you may call the SEC at 1-800-SEC-0330. You may also obtain the Putnam funds� proxy voting
guidelines and procedures at no charge by calling Putnam�s Shareholder Services at 1-800-225-1581.

Fund portfolio holdings

The fund will file a complete schedule of its portfolio holdings with the SEC for the first and third quarters of each
fiscal year on Form N-Q. Shareholders may obtain the fund�s Forms N-Q on the SEC�s Web site at www.sec.gov. In
addition, the fund�s Forms N-Q may be reviewed and copied at the SEC�s Public Reference Room in Washington, D.C.
You may call the SEC at 1-800-SEC-0330 for information about the SEC�s Web site or the operation of the Public
Reference Room.

Trustee and employee fund ownership

Putnam employees and members of the Board of Trustees place their faith, confidence, and, most importantly,
investment dollars in Putnam mutual funds. As of September 30, 2010, Putnam employees had approximately
$319,000,000 and the Trustees had approximately $60,000,000 invested in Putnam mutual funds. These amounts
include investments by the Trustees� and employees� immediate family members as well as investments through
retirement and deferred compensation plans.
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Financial statements
These sections of the report, as well as the accompanying Notes, preceded by the Report of
Independent Registered Public Accounting Firm, constitute the fund�s financial statements.

The fund�s portfoliolists all the fund�s investments and their values as of the last day of the reporting period.
Holdings are organized by asset type and industry sector, country, or state to show areas of concentration and
diversification.

Statement of assets and liabilities shows how the fund�s net assets and share price are determined. All
investment and non-investment assets are added together. Any unpaid expenses and other liabilities are
subtracted from this total. The result is divided by the number of shares to determine the net asset value per
share. (For funds with preferred shares, the amount subtracted from total assets includes the liquidation
preference of preferred shares.)

Statement of operations shows the fund�s net investment gain or loss. This is done by first adding up all the
fund�s earnings � from dividends and interest income � and subtracting its operating expenses to determine net
investment income (or loss). Then, any net gain or loss the fund realized on the sales of its holdings � as well as any
unrealized gains or losses over the period � is added to or subtracted from the net investment result to determine
the fund�s net gain or loss for the fiscal year.

Statement of changes in net assets shows how the fund�s net assets were affected by the fund�s net investment
gain or loss, by distributions to shareholders, and by changes in the number of the fund�s shares. It lists
distributions and their sources (net investment income or realized capital gains) over the current reporting period
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and the most recent fiscal year-end. The distributions listed here may not match the sources listed in the
Statement of operations because the distributions are determined on a tax basis and may be paid in a different
period from the one in which they were earned.

Financial highlights provide an overview of the fund�s investment results, per-share distributions, expense ratios,
net investment income ratios, and portfolio turnover in one summary table, reflecting the five most recent
reporting periods. In a semiannual report, the highlights table also includes the current reporting period.
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Report of Independent Registered Public Accounting Firm

The Board of Trustees and Shareholders
Putnam Master Intermediate Income Trust:

We have audited the accompanying statement of assets and liabilities of Putnam Master Intermediate Income Trust
(the fund), including the fund�s portfolio, as of September 30, 2010, and the related statement of operations for the
year then ended, the statements of changes in net assets for each of the two years in the period then ended and
the financial highlights for each of the five years in the period then ended. These financial statements and financial
highlights are the responsibility of the fund�s management. Our responsibility is to express an opinion on these
financial statements and financial highlights based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform our audit to obtain reasonable assurance about
whether the financial statements and financial highlights are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. Our
procedures included confirmation of securities owned as of September 30, 2010 by correspondence with the
custodian and brokers or by other appropriate auditing procedures. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements and financial highlights referred to above present fairly, in all material
respects, the financial position of Putnam Master Intermediate Income Trust as of September 30, 2010, the results
of its operations for the year then ended, the changes in its net assets for each of the two years in the period then
ended, and the financial highlights for each of the five years in the period then ended, in conformity with U.S.
generally accepted accounting principles.

Boston, Massachusetts
November 17, 2010
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The fund�s portfolio9/30/10

MORTGAGE-BACKED SECURITIES (42.5%)* Principal amount Value

Adjustable Rate Mortgage Trust FRB Ser. 07-1, Class 2A1,

5.721s, 2037 $668,676 $421,893
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Banc of America Alternative Loan Trust Ser. 06-7, Class A2,

5.707s, 2036 4,010,000 3,027,550

Banc of America Commercial Mortgage, Inc.

FRB Ser. 07-3, Class A3, 5.837s, 2049 168,000 177,777

Ser. 07-5, Class XW, IO, 0.598s, 2051 111,636,972 2,295,428

Banc of America Commercial Mortgage, Inc. 144A

Ser. 01-1, Class J, 6 1/8s, 2036 163,000 120,050

Ser. 01-1, Class K, 6 1/8s, 2036 367,000 270,325

Banc of America Funding Corp. FRB Ser. 06-D, Class 6A1,

5.595s, 2036 2,430,232 1,603,953

Barclays Capital, LLC Trust FRB Ser. 07-AA1, Class 2A1,

0.436s, 2037 840,691 545,136

Bayview Commercial Asset Trust 144A Ser. 07-5A, IO,

3.047s, 2037 877,615 91,974

Bear Stearns Alt-A Trust

FRB Ser. 06-5, Class 2A2, 6.16s, 2036 2,357,652 1,532,484

Ser. 06-4, Class 22A1, 5.65s, 2036 794,483 382,862

FRB Ser. 05-10, Class 25A1, 5.607s, 2036 1,135,963 732,696

FRB Ser. 07-1, Class 21A1, 5.379s, 2047 1,263,026 852,542

Bear Stearns Alt-A Trust 144A FRB Ser. 06-7,

Class 1AE4, 5.836s, 2046 3,361,867 2,252,461

Bear Stearns Alt-A Trust II FRB Ser. 07-1, Class 1A1,

5.594s, 2047 7,273,852 4,618,622

Bear Stearns Asset Backed Securities Trust FRB Ser. 07-AC4,

Class A1, 0.556s, 2037 1,442,719 757,427

Bear Stearns Commercial Mortgage Securities, Inc. FRB

Ser. 00-WF2, Class F, 8.495s, 2032 410,000 422,414

Bear Stearns Commercial Mortgage Securities, Inc. 144A
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Ser. 07-PW18, Class X1, IO, 0.136s, 2050 61,597,377 465,079

Citigroup Mortgage Loan Trust, Inc.

FRB Ser. 06-AR5, Class 2A5A, 5.806s, 2036 1,223,302 700,637

FRB Ser. 05-10, Class 1A5A, 5.647s, 2035 481,180 321,187

FRB Ser. 06-AR7, Class 2A2A, 5.407s, 2036 878,683 518,423

FRB Ser. 05-10, Class 1A4A, 5.379s, 2035 1,182,560 753,882

Citigroup/Deutsche Bank Commercial Mortgage Trust 144A

Ser. 07-CD5, Class XS, IO, 0.141s, 2044 36,247,079 226,043

Cornerstone Titan PLC 144A

FRB Ser. 05-CT1A, Class D, 1.964s, 2014 (United Kingdom) GBP 444,023 488,463

FRB Ser. 05-CT2A, Class E, 1.79s, 2014 (United Kingdom) GBP 226,682 267,181

Countrywide Alternative Loan Trust

Ser. 07-16CB, Class 3A1, 6 3/4s, 2037 $931,073 542,908

Ser. 07-16CB, Class 4A7, 6s, 2037 326,246 244,685

Ser. 06-45T1, Class 2A2, 6s, 2037 2,464,837 1,745,203

Ser. 06-45T1, Class 2A5, 6s, 2037 501,905 361,371

Ser. 06-J8, Class A4, 6s, 2037 1,944,531 1,147,273

Ser. 06-40T1, Class 1A11, 6s, 2037 731,045 537,459

Ser. 06-41CB, Class 1A7, 6s, 2037 541,993 392,945

20

MORTGAGE-BACKED SECURITIES (42.5%)* cont. Principal amount Value

Countrywide Alternative Loan Trust

Ser. 05-80CB, Class 2A1, 6s, 2036 $1,619,202 $1,262,978

FRB Ser. 07-HY4, Class 4A1, 5.658s, 2047 1,064,757 747,337

FRB Ser. 07-HY4, Class 3A1, 5.591s, 2047 792,360 580,245

Ser. 07-HY5R, Class 2A1A, 5.544s, 2047 1,216,452 1,155,629

Ser. 07-8CB, Class A1, 5 1/2s, 2037 778,383 583,544

FRB Ser. 06-23CBC, Class 2A5, 0.656s, 2036 2,710,004 1,355,002

FRB Ser. 06-18CB, Class A7, 0.606s, 2036 1,535,899 900,221

FRB Ser. 06-24CB, Class A13, 0.606s, 2036 654,098 406,972

FRB Ser. 06-OC10, Class 2A2A, 0.436s, 2036 1,885,000 1,002,990
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Countrywide Home Loans

FRB Ser. 05-HYB7, Class 6A1, 5.512s, 2035 38,729 29,821

FRB Ser. 05-HYB4, Class 2A1, 2.917s, 2035 1,937,294 1,394,852

Countrywide Home Loans 144A

IFB Ser. 05-R1, Class 1AS, IO, 5.646s, 2035 6,548,732 954,252

Ser. 06-R1, Class AS, IO, 5.471s, 2036 1,373,863 151,984

Ser. 05-R3, Class AS, IO, 5.523s, 2035 460,206 60,402

Ser. 06-R2, Class AS, IO, 5.528s, 2036 1,995,767 239,492

Ser. 05-R2, Class 1AS, IO, 5.295s, 2035 720,193 97,468

Credit Suisse Mortgage Capital Certificates

Ser. 07-1, Class 1A4, 6.131s, 2037 607,885 390,946

Ser. 06-6, Class 1A4, 6s, 2036 1,042,122 627,983

Ser. 07-1, Class 1A1A, 5.942s, 2037 417,656 258,947

Ser. 07-3, Class 1A1A, 5.837s, 2037 860,589 542,171

CS First Boston Mortgage Securities Corp. 144A

Ser. 98-C1, Class F, 6s, 2040 966,000 1,051,241

Ser. 02-CP5, Class M, 5 1/4s, 2035 354,000 46,241

FRB Ser. 05-TFLA, Class L, 2.107s, 2020 699,000 545,220

Deutsche Alternative Securities, Inc. FRB Ser. 06-AR3,

Class A1, 0.446s, 2036 1,256,065 636,423

DLJ Commercial Mortgage Corp. Ser. 98-CF2, Class B4,

6.04s, 2031 286,492 286,492

European Prime Real Estate PLC 144A FRB Ser. 1-A, Class D,

1.592s, 2014 (United Kingdom) GBP 270,053 29,708

Federal National Mortgage Association

IFB Ser. 10-100, Class CS, IO, 6.394s, 2040 $4,054,145 593,478

IFB Ser. 10-35, Class SG, IO, 6.144s, 2040 5,049,724 748,975

IFB Ser. 10-110, Class SB, IO, 5.74s, 2040 8,511,000 1,222,775

Ser. 10-98, Class DI, IO, 5s, 2040 947,188 153,833

Ser. 10-68, Class CI, IO, 5s, 2038 1,874,370 296,675

IFB Ser. 06-62, Class PS, 38.363s, 2036 490,751 831,824

IFB Ser. 06-115, Class ES, 25.535s, 2036 363,115 551,705

IFB Ser. 05-99, Class SA, 23.627s, 2035 382,808 563,394
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IFB Ser. 05-74, Class DM, 23.444s, 2035 660,363 979,447

IFB Ser. 08-24, Class SP, 22.344s, 2038 F 233,723 351,065

IFB Ser. 05-95, Class OP, 19.564s, 2035 280,468 420,183

IFB Ser. 05-83, Class QP, 16.728s, 2034 313,778 407,401

IFB Ser. 03-W6, Class 4S, IO, 7.344s, 2042 2,524,569 506,277

IFB Ser. 06-24, Class QS, IO, 6.944s, 2036 3,564,094 653,512

IFB Ser. 04-89, Class EI, IO, 6.894s, 2034 3,237,650 479,101

IFB Ser. 04-24, Class CS, IO, 6.894s, 2034 269,025 46,742
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MORTGAGE-BACKED SECURITIES (42.5%)* cont. Principal amount Value

Federal National Mortgage Association

IFB Ser. 03-130, Class BS, IO, 6.794s, 2033 F $1,614,125 $245,251

IFB Ser. 03-34, Class WS, IO, 6.744s, 2029 F 2,155,916 212,609

IFB Ser. 05-48, Class SM, IO, 6.544s, 2034 674,294 96,701

IFB Ser. 07-54, Class CI, IO, 6.504s, 2037 F 776,377 114,634

IFB Ser. 07-28, Class SE, IO, 6.494s, 2037 F 156,489 22,999

IFB Ser. 07-24, Class SD, IO, 6.494s, 2037 589,194 88,579

IFB Ser. 05-90, Class GS, IO, 6.494s, 2035 110,611 16,015

IFB Ser. 05-90, Class SP, IO, 6.494s, 2035 398,388 54,545

IFB Ser. 06-123, Class CI, IO, 6.484s, 2037 1,538,299 248,804

IFB Ser. 06-36, Class SP, IO, 6.444s, 2036 698,791 87,077

IFB Ser. 06-22, Class QM, IO, 6.444s, 2036 106,796 19,415

IFB Ser. 06-23, Class SP, IO, 6.444s, 2036 811,582 128,457

IFB Ser. 06-16, Class SM, IO, 6.444s, 2036 F 1,564,383 260,954

IFB Ser. 06-3, Class SB, IO, 6.444s, 2035 8,417,019 1,491,075

IFB Ser. 05-23, Class SG, IO, 6.444s, 2035 1,207,675 190,342

IFB Ser. 05-29, Class SX, IO, 6.444s, 2035 1,140,926 171,255

IFB Ser. 05-57, Class DI, IO, 6.444s, 2035 2,154,774 268,077

IFB Ser. 05-7, Class SC, IO, 6.444s, 2035 F 230,696 23,029

IFB Ser. 04-92, Class S, IO, 6.444s, 2034 2,017,856 272,269

IFB Ser. 06-128, Class GS, IO, 6.424s, 2037 F 848,399 123,410

IFB Ser. 06-51, Class SP, IO, 6.394s, 2036 3,849,780 592,789

IFB Ser. 04-92, Class SQ, IO, 6.394s, 2034 879,868 134,245

IFB Ser. 06-109, Class SH, IO, 6.364s, 2036 F 812,972 136,658

IFB Ser. 06-111, Class SB, IO, 6.364s, 2036 667,925 98,506
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IFB Ser. 06-103, Class SB, IO, 6.344s, 2036 F 254,769 33,543

IFB Ser. 06-8, Class HJ, IO, 6.344s, 2036 576,918 83,647

IFB Ser. 05-122, Class SG, IO, 6.344s, 2035 696,257 100,999

IFB Ser. 05-122, Class SW, IO, 6.344s, 2035 868,887 121,097

IFB Ser. 06-17, Class SI, IO, 6.324s, 2036 682,807 96,965

IFB Ser. 06-86, Class SB, IO, 6.294s, 2036 509,469 78,774

IFB Ser. 07-15, Class NI, IO, 6.244s, 2022 2,785,427 342,843

IFB Ser. 10-27, Class BS, IO, 6.194s, 2040 807,362 108,795

IFB Ser. 06-79, Class SH, IO, 6.194s, 2036 1,559,592 257,083

IFB Ser. 07-30, Class LI, IO, 6.184s, 2037 1,674,610 252,782

IFB Ser. 07-30, Class OI, IO, 6.184s, 2037 5,196,562 853,587

IFB Ser. 07-89, Class SA, IO, 6.174s, 2037 F 1,538,182 208,989

IFB Ser. 07-44, Class SB, IO, 6.174s, 2037 1,242,386 189,128

IFB Ser. 07-54, Class GI, IO, 6.154s, 2037 4,534,289 600,793

IFB Ser. 10-2, Class LS, IO, 6.144s, 2037 1,246,838 156,134

IFB Ser. 06-116, Class TS, IO, 6.144s, 2036 441,344 70,681

IFB Ser. 06-115, Class JI, IO, 6.124s, 2036 2,087,718 321,571

IFB Ser. 06-123, Class LI, IO, 6.064s, 2037 1,384,918 206,491

IFB Ser. 10-2, Class SD, IO, 6.044s, 2040 1,740,451 181,922

IFB Ser. 07-81, Class IS, IO, 6.044s, 2037 2,632,346 358,762

IFB Ser. 08-11, Class SC, IO, 6.024s, 2038 131,232 18,811

IFB Ser. 09-104, Class KS, IO, 5.944s, 2039 F 10,905,763 1,312,419

IFB Ser. 09-88, Class SA, IO, 5.944s, 2039 720,147 91,696

IFB Ser. 07-39, Class AI, IO, 5.864s, 2037 1,515,406 211,384

IFB Ser. 07-32, Class SD, IO, 5.854s, 2037 1,030,129 138,725

IFB Ser. 07-42, Class S, IO, 5.844s, 2037 4,565,139 556,053
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MORTGAGE-BACKED SECURITIES (42.5%)* cont. Principal amount Value

Federal National Mortgage Association

IFB Ser. 07-30, Class UI, IO, 5.844s, 2037 $857,187 $113,696

IFB Ser. 07-32, Class SC, IO, 5.844s, 2037 F 3,238,776 424,696

IFB Ser. 07-32, Class SG, IO, 5.844s, 2037 F 120,233 14,252

IFB Ser. 07-1, Class CI, IO, 5.844s, 2037 F 2,162,789 284,702

IFB Ser. 05-5, Class SP, IO, 5.794s, 2035 F 2,595,906 301,901

Ser. 06-W3, Class 1AS, IO, 5.756s, 2046 368,272 55,819
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IFB Ser. 04-46, Class PJ, IO, 5.744s, 2034 832,306 105,112

IFB Ser. 09-3, Class SE, IO, 5.244s, 2037 1,106,679 138,047

Ser. 10-21, Class IP, IO, 5s, 2039 F 3,061,601 443,869

Ser. 378, Class 19, IO, 5s, 2035 F 4,201,701 468,361

Ser. 366, Class 22, IO, 4 1/2s, 2035 1,406,218 142,380

Ser. 03-W12, Class 2, IO, 2.229s, 2043 4,889,470 375,078

Ser. 03-W10, Class 3, IO, 1.791s, 2043 159,880 10,437

Ser. 03-W10, Class 1, IO, 1.673s, 2043 484,782 28,625

Ser. 03-W8, Class 12, IO, 1.637s, 2042 471,946 27,882

Ser. 03-W17, Class 12, IO, 1.139s, 2033 2,287,563 92,121

Ser. 06-26, Class NB, 1s, 2036 81,684 81,061

Ser. 03-T2, Class 2, IO, 0.811s, 2042 702,915 17,823

Ser. 03-W10, Class 3A, IO, 0.601s, 2043 2,606,670 56,905

Ser. 02-T18, IO, 0.509s, 2042 4,415,869 81,928

Ser. 03-W10, Class 1A, IO, 0.495s, 2043 2,175,947 41,926

Ser. 99-51, Class N, PO, zero %, 2029 41,178 37,902

FRB Ser. 05-91, Class EF, zero %, 2035 6,771 6,724

IFB Ser. 06-48, Class FG, zero %, 2036 60,030 55,778

FFCA Secured Lending Corp. 144A Ser. 00-1, Class X, IO, 1.13s, 2020 3,058,072 61,161

Federal Home Loan Mortgage Corp.

IFB Ser. 3182, Class PS, 27.571s, 2032 F 365,063 541,383

IFB Ser. T-56, Class 2ASI, IO, 7.844s, 2043 570,735 115,873

Ser. T-57, Class 1AX, IO, 0.004s, 2043 1,505,134 20,077

IFB Ser. 3182, Class SP, 27.571s, 2032 333,504 500,505

IFB Ser. 3211, Class SI, IO, 26.583s, 2036 252,061 175,944

IFB Ser. 3408, Class EK, 24.758s, 2037 254,275 374,318

IFB Ser. 3077, Class ST, IO, 23.623s, 2035 321,117 193,072

IFB Ser. 2979, Class AS, 23.33s, 2034 143,456 205,326

IFB Ser. 3105, Class SI, IO, 18.955s, 2036 197,297 100,590

IFB Ser. 3031, Class BS, 16.082s, 2035 F 450,203 580,841

IFB Ser. 2684, Class SP, IO, 7.243s, 2033 1,215,000 213,984

IFB Ser. 3184, Class SP, IO, 7.093s, 2033 F 2,628,391 257,642

IFB Ser. 3110, Class SP, IO, 7.043s, 2035 1,401,884 262,292

IFB Ser. 3156, Class PS, IO, 6.993s, 2036 2,657,737 465,370

IFB Ser. 3149, Class LS, IO, 6.943s, 2036 7,206,473 1,383,427

IFB Ser. 3119, Class PI, IO, 6.943s, 2036 1,997,960 383,049

IFB Ser. 2882, Class NS, IO, 6.943s, 2034 1,016,437 126,607

IFB Ser. 3149, Class SE, IO, 6.893s, 2036 758,284 145,909

IFB Ser. 3203, Class SH, IO, 6.883s, 2036 F 707,391 112,663
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IFB Ser. 3208, Class PS, IO, 6.843s, 2036 9,888,814 1,468,888

IFB Ser. 2835, Class AI, IO, 6.843s, 2034 1,090,316 184,024

IFB Ser. 2828, Class TI, IO, 6.793s, 2030 421,123 52,720

IFB Ser. 3249, Class SI, IO, 6.493s, 2036 487,895 77,205

IFB Ser. 3028, Class ES, IO, 6.493s, 2035 F 1,963,478 314,936

23

MORTGAGE-BACKED SECURITIES (42.5%)* cont. Principal amount Value

Federal Home Loan Mortgage Corp.

IFB Ser. 3042, Class SP, IO, 6.493s, 2035 $719,925 $110,514

IFB Ser. 3287, Class SE, IO, 6.443s, 2037 1,886,883 283,693

IFB Ser. 3123, Class LI, IO, 6.443s, 2036 560,885 98,806

IFB Ser. 3107, Class DC, IO, 6.443s, 2035 F 607,418 95,740

IFB Ser. 3001, Class IH, IO, 6.443s, 2035 2,578,969 423,699

IFB Ser. 2935, Class SX, IO, 6.443s, 2035 2,199,366 236,542

IFB Ser. 2906, Class SW, IO, 6.443s, 2034 4,207,116 441,200

IFB Ser. 3256, Class S, IO, 6.433s, 2036 1,286,148 193,813

IFB Ser. 3031, Class BI, IO, 6.433s, 2035 497,204 89,415

IFB Ser. 3249, Class SM, IO, 6.393s, 2036 308,155 50,624

IFB Ser. 3240, Class SM, IO, 6.393s, 2036 292,219 42,682

IFB Ser. 3147, Class SD, IO, 6.393s, 2036 2,088,837 289,501

IFB Ser. 3398, Class SI, IO, 6.393s, 2036 2,429,375 319,997

IFB Ser. 3067, Class SI, IO, 6.393s, 2035 8,552,075 1,430,163

IFB Ser. 3128, Class JI, IO, 6.373s, 2036 253,505 38,379

IFB Ser. 3240, Class S, IO, 6.363s, 2036 2,485,406 397,814

IFB Ser. 3065, Class DI, IO, 6.363s, 2035 376,208 61,831

IFB Ser. 3145, Class GI, IO, 6.343s, 2036 222,497 33,977

IFB Ser. 3114, Class IP, IO, 6.343s, 2036 2,326,491 345,996

IFB Ser. 3510, Class IB, IO, 6.343s, 2036 1,068,253 217,881

IFB Ser. 3485, Class SI, IO, 6.293s, 2036 537,196 87,832

IFB Ser. 3346, Class SC, IO, 6.293s, 2033 14,422,933 2,051,230

IFB Ser. 3346, Class SB, IO, 6.293s, 2033 8,470,114 1,198,436

IFB Ser. 3510, Class IA, IO, 6.243s, 2037 333,492 46,365

IFB Ser. 3238, Class LI, IO, 6.233s, 2036 633,997 99,259

IFB Ser. 3171, Class PS, IO, 6.228s, 2036 965,824 130,591

IFB Ser. 3171, Class ST, IO, 6.228s, 2036 F 932,364 146,343
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IFB Ser. 3449, Class SL, IO, 6.223s, 2037 80,878 10,640

IFB Ser. 3152, Class SY, IO, 6.223s, 2036 4,315,005 761,383

IFB Ser. 3510, Class DI, IO, 6.223s, 2035 2,906,818 460,643

IFB Ser. 3181, Class PS, IO, 6.213s, 2036 677,703 101,893

IFB Ser. 3361, Class SI, IO, 6.193s, 2037 89,634 12,411

IFB Ser. 3199, Class S, IO, 6.193s, 2036 1,823,340 285,954

IFB Ser. 3200, Class PI, IO, 6.193s, 2036 283,839 43,047

IFB Ser. 3261, Class SA, IO, 6.173s, 2037 648,957 101,140

IFB Ser. 3311, Class PI, IO, 6.153s, 2037 928,712 151,597

IFB Ser. 3510, Class AS, IO, 6.153s, 2037 173,399 28,540

IFB Ser. 3265, Class SC, IO, 6.153s, 2037 446,662 64,239

IFB Ser. 3240, Class GS, IO, 6.123s, 2036 1,424,109 218,786

IFB Ser. 3257, Class SI, IO, 6.063s, 2036 624,441 85,836

IFB Ser. 3242, Class SC, IO, 6.033s, 2036 F 7,750,777 990,066

IFB Ser. 3225, Class EY, IO, 6.033s, 2036 18,485,814 2,545,312

IFB Ser. 3225, Class JY, IO, 6.033s, 2036 2,617,135 393,460

IFB Ser. 3621, Class SB, IO, 5.973s, 2040 8,005,599 969,875

IFB Ser. 3502, Class DS, IO, 5.893s, 2039 516,063 61,890

IFB Ser. 3339, Class TI, IO, 5.883s, 2037 11,250,729 1,636,418

IFB Ser. 3303, Class SD, IO, 5.833s, 2037 1,030,666 122,562

IFB Ser. 3309, Class SG, IO, 5.813s, 2037 F 1,459,961 187,359

IFB Ser. 3424, Class UI, IO, 5.503s, 2037 963,249 116,303

24

MORTGAGE-BACKED SECURITIES (42.5%)* cont. Principal amount Value

Federal Home Loan Mortgage Corp.

Ser. 3707, Class IK, IO, 5s, 2040 $588,417 $100,384

Ser. 3645, Class ID, IO, 5s, 2040 1,538,415 224,393

Ser. 3653, Class KI, IO, 5s, 2038 3,608,887 510,621

Ser. 3687, Class HI, IO, 5s, 2038 2,520,421 400,419

Ser. 3632, Class CI, IO, 5s, 2038 1,996,740 300,609

Ser. 3626, Class DI, IO, 5s, 2037 1,494,614 149,147

Ser. 3623, Class CI, IO, 5s, 2036 F 1,337,128 115,605

Ser. 3707, Class HI, IO, 4s, 2023 1,584,909 138,695

Ser. 3707, Class KI, IO, 4s, 2023 3,044,911 232,783

Ser. 3331, Class GO, PO, zero %, 2037 8,392 8,298
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Ser. 3289, Class SI, IO, zero %, 2037 79,234 1,590

Ser. 3124, Class DO, PO, zero %, 2036 32,872 30,453

Ser. 3106, PO, zero %, 2036 1,338 1,340

Ser. 3084, Class ON, PO, zero %, 2035 1,595 1,569

Ser. 2989, Class WO, PO, zero %, 2035 1,245 1,232

Ser. 2975, Class QO, PO, zero %, 2035 264 262

Ser. 2951, Class JO, PO, zero %, 2035 6,554 5,520

Ser. 2985, Class CO, PO, zero %, 2035 17,176 15,381

FRB Ser. 3345, Class TY, zero %, 2037 26,068 25,840

FRB Ser. 3299, Class FD, zero %, 2037 38,578 38,246

FRB Ser. 3304, Class UF, zero %, 2037 107,000 104,930

FRB Ser. 3326, Class XF, zero %, 2037 F 4,285 4,273

FRB Ser. 3273, Class HF, zero %, 2037 6,828 6,778

FRB Ser. 3326, Class YF, zero %, 2037 F 179,934 175,028

FRB Ser. 3235, Class TP, zero %, 2036 4,205 4,177

FRB Ser. 3251, Class TC, zero %, 2036 77,561 75,797

FRB Ser. 3129, Class TF, zero %, 2036 120,190 110,876

FRB Ser. 3072, Class TJ, zero %, 2035 30,617 27,725

FRB Ser. 3047, Class BD, zero %, 2035 29,421 28,853

FRB Ser. 3052, Class TJ, zero %, 2035 14,344 13,994

FRB Ser. 3326, Class WF, zero %, 2035 F 38,069 36,239

FRB Ser. 3030, Class EF, zero %, 2035 37,434 31,952

FRB Ser. 3033, Class YF, zero %, 2035 38,201 36,365

FRB Ser. 3251, Class TP, zero %, 2035 23,932 23,698

FRB Ser. 3412, Class UF, zero %, 2035 27,010 23,370

FRB Ser. 2958, Class TP, zero %, 2035 4,632 4,598

FRB Ser. 2958, Class FB, zero %, 2035 3,680 3,678

FRB Ser. 2947, Class GF, zero %, 2034 24,201 23,780

FRB Ser. 3006, Class TE, zero %, 2034 2,937 2,918

GMAC Commercial Mortgage Securities, Inc. 144A Ser. 99-C3,

Class G, 6.974s, 2036 151,027 117,801

Government National Mortgage Association

IFB Ser. 09-88, Class MS, IO, 6.643s, 2039 3,332,059 382,864

IFB Ser. 09-76, Class MS, IO, 6.643s, 2039 386,196 43,625

IFB Ser. 08-79, Class ID, IO, 6.543s, 2035 1,467,875 238,954

IFB Ser. 09-61, Class SA, IO, 6.443s, 2039 10,405,508 1,181,962

IFB Ser. 10-98, Class CS, IO, 6.443s, 2038 1,174,201 199,074

IFB Ser. 10-98, Class SA, IO, 6.443s, 2038 1,136,221 191,805
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25

MORTGAGE-BACKED SECURITIES (42.5%)* cont. Principal amount Value

Government National Mortgage Association

IFB Ser. 10-32, Class SP, IO, 6.443s, 2036 $1,572,550 $189,115

IFB Ser. 10-113, Class AS, IO, 6.4s, 2039 1,138,000 206,809

IFB Ser. 10-85, Class SA, IO, 6.393s, 2040 492,290 79,165

IFB Ser. 10-85, Class HS, IO, 6.393s, 2040 3,120,201 492,867

IFB Ser. 10-85, Class AS, IO, 6.393s, 2039 1,608,560 251,547

IFB Ser. 10-85, Class SD, IO, 6.393s, 2038 1,075,283 165,056

IFB Ser. 09-106, Class LP, IO, 6.353s, 2036 416,123 51,212

IFB Ser. 10-80, Class S, IO, 6.343s, 2040 439,044 67,854

IFB Ser. 10-98, Class QS, IO, 6.343s, 2040 1,523,302 238,321

IFB Ser. 10-98, Class YS, IO, 6.343s, 2039 1,575,130 243,972

IFB Ser. 10-47, Class HS, IO, 6.343s, 2039 731,687 116,594

IFB Ser. 06-34, Class PS, IO, 6.333s, 2036 490,506 66,341

IFB Ser. 2010-68, Class SD, 6.324s, 2040 3,731,483 615,789

IFB Ser. 10-88, Class SA, IO, 6.293s, 2040 3,752,297 543,595

IFB Ser. 10-47, Class XN, IO, 6.293s, 2034 804,096 63,926

IFB Ser. 10-113, Class LS, IO, 6 1/4s, 2040 3,125,000 492,781

IFB Ser. 10-113, Class JS, IO, 6 1/4s, 2038 3,109,000 553,557

IFB Ser. 10-60, Class S, IO, 6.243s, 2040 2,940,007 436,826

IFB Ser. 10-62, Class PS, IO, 6.243s, 2040 F 4,323,192 613,209

IFB Ser. 09-104, Class KS, IO, 6.243s, 2039 6,688,469 734,947

IFB Ser. 10-53, Class SA, IO, 6.243s, 2039 F 3,159,140 395,185

IFB Ser. 10-31, Class GS, IO, 6.243s, 2039 3,818,164 560,354

IFB Ser. 10-2, Class SA, IO, 6.243s, 2037 1,720,562 221,195

IFB Ser. 09-24, Class SA, IO, 6.243s, 2037 6,739,888 487,361

IFB Ser. 09-127, Class PS, IO, 6.193s, 2038 6,418,272 920,120

IFB Ser. 07-35, Class KY, IO, 6.193s, 2037 3,572,037 403,604

IFB Ser. 09-102, Class SM, IO, 6.143s, 2039 6,088,714 648,829

IFB Ser. 09-35, Class SP, IO, 6.143s, 2037 2,332,277 268,025

FB Ser. 09-106, Class SC, IO, 6.093s, 2039 2,496,352 294,120

IFB Ser. 10-20, Class SE, IO, 5.993s, 2040 3,308,237 422,660

IFB Ser. 10-26, Class QS, IO, 5.993s, 2040 10,492,682 1,531,932

IFB Ser. 09-72, Class SM, IO, 5.993s, 2039 2,874,842 330,607

IFB Ser. 09-92, Class SA, IO, 5.993s, 2039 F 4,711,315 562,250

IFB Ser. 09-87, Class SN, IO, 5.993s, 2035 1,230,265 114,021
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IFB Ser. 05-28, Class SA, IO, 5.943s, 2035 735,413 60,509

IFB Ser. 10-20, Class SC, IO, 5.893s, 2040 12,329,396 1,862,112

IFB Ser. 09-122, Class WS, IO, 5.893s, 2039 3,967,485 387,068

IFB Ser. 08-60, Class SH, IO, 5.893s, 2038 F 762,178 85,843

IFB Ser. 09-58, Class SD, IO, 5.843s, 2039 724,861 71,015

IFB Ser. 09-87, Class TS, IO, 5.843s, 2035 4,509,435 540,095

IFB Ser. 09-50, Class SW, IO, 5.743s, 2039 765,971 71,443

IFB Ser. 09-55, Class SN, IO, 5.743s, 2039 8,756,932 844,256

IFB Ser. 10-85, Class SN, IO, 5.683s, 2040 2,577,133 379,973

IFB Ser. 10-68, Class MS, IO, 5.593s, 2040 3,362,051 412,908

IFB Ser. 10-15, Class BS, IO, 5.523s, 2040 3,612,184 428,947

IFB Ser. 10-58, Class AI, IO, 5.513s, 2040 6,276,745 757,854

IFB Ser. 10-35, Class AS, IO, 5.493s, 2040 4,363,188 564,509

IFB Ser. 10-20, Class SD, IO, 5.423s, 2040 5,050,285 644,012

Ser. 09-101, Class IL, IO, 5s, 2038 1,624,784 249,226

Ser. 10-43, Class JI, IO, 5s, 2037 F 780,808 109,988

26

MORTGAGE-BACKED SECURITIES (42.5%)* cont. Principal amount Value

Government National Mortgage Association

Ser. 10-109, Class CI, IO, 4 1/2s, 2037 F $4,270,217 $614,628

Ser. 10-87, Class ID, IO, 4 1/2s, 2035 654,321 64,069

Ser. 06-36, Class OD, PO, zero %, 2036 19,879 18,716

FRB Ser. 07-16, Class WF, zero %, 2037 50,800 50,396

Greenwich Capital Commercial Funding Corp. FRB Ser. 06-GG7,

Class A2, 6.032s, 2038 1,084,178 1,104,366

GS Mortgage Securities Corp. II FRB Ser. 07-GG10, Class A3,

6.002s, 2045 334,000 362,172

GS Mortgage Securities Corp. II 144A Ser. 05-GG4, Class XC,

IO, 0.334s, 2039 72,432,648 1,430,728

GSMPS Mortgage Loan Trust 144A

Ser. 05-RP1, Class 1AS, IO, 5.677s, 2035 1,473,009 201,662
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Ser. 05-RP3, Class 1AS, IO, 5.417s, 2035 244,260 32,580

FRB Ser. 05-RP3, Class 1AF, 0.606s, 2035 251,045 213,388

HSI Asset Loan Obligation FRB Ser. 07-AR1, Class 2A1,

5.97s, 2037 2,623,117 1,783,720

IMPAC Secured Assets Corp. FRB Ser. 07-2, Class 1A1A,

0.366s, 2037 1,262,765 688,207

IndyMac Inda Mortgage Loan Trust FRB Ser. 07-AR7,

Class 1A1, 5.953s, 2037 497,489 418,512

IndyMac Indx Mortgage Loan Trust

FRB Ser. 06-AR3, Class 2A1A, 5.619s, 2036 1,357,650 743,313

FRB Ser. 06-AR25, Class 5A1, 5.59s, 2036 647,763 382,438

FRB Ser. 07-AR15, Class 1A1, 5.554s, 2037 821,465 527,792

FRB Ser. 06-AR25, Class 3A1, 5.544s, 2036 915,076 539,895

FRB Ser. 07-AR9, Class 2A1, 5.472s, 2037 824,088 562,440

FRB Ser. 05-AR23, Class 6A1, 5.313s, 2035 586,519 448,687

FRB Ser. 05-AR31, Class 3A1, 5.166s, 2036 2,130,217 1,352,688

FRB Ser. 07-AR11, Class 1A1, 4.833s, 2037 990,262 549,596

FRB Ser. 06-AR41, Class A3, 0.436s, 2037 700,198 353,600

FRB Ser. 06-AR35, Class 2A1A, 0.426s, 2037 1,289,877 670,365

JPMorgan Alternative Loan Trust

FRB Ser. 06-A1, Class 5A1, 5.884s, 2036 540,403 421,515

FRB Ser. 06-A6, Class 1A1, 0.416s, 2036 909,063 525,764

JPMorgan Chase Commercial Mortgage Securities Corp.

Ser. 08-C2, Class X, IO, 0.6s, 2051 29,256,523 666,042

JPMorgan Chase Commercial Mortgage Securities Corp. 144A

Ser. 07-CB20, Class X1, IO, 0.189s, 2051 65,506,793 648,969

LB Commercial Conduit Mortgage Trust 144A Ser. 99-C1,

Class G, 6.41s, 2031 253,101 208,779

MASTR Reperforming Loan Trust 144A Ser. 05-1, Class 1A4,

7 1/2s, 2034 589,876 557,433

Merrill Lynch/Countrywide Commercial Mortgage Trust
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144A Ser. 06-4, Class XC, IO, 0.177s, 2049 56,076,212 644,618

Merrill Lynch Mortgage Investors, Inc. Ser. 96-C2,

Class JS, IO, 2.285s, 2028 1,067,434 54,866

Merrill Lynch/Countrywide Commercial Mortgage Trust FRB

Ser. 07-8, Class A2, 6.126s, 2049 270,000 291,891

Mezz Cap Commercial Mortgage Trust 144A Ser. 07-C5,

Class X, IO, 4.654s, 2017 2,326,180 186,094

27

MORTGAGE-BACKED SECURITIES (42.5%)* cont. Principal amount Value

Mezz Cap Commercial Mortgage Trust 144A Ser. 04-C1,

Class X, IO, 8.139s, 2037 $784,796 $74,556

Morgan Stanley Capital I Ser. 98-CF1, Class E, 7.35s, 2032 1,252,000 1,329,523

Morgan Stanley Capital I 144A FRB Ser. 04-RR, Class F7, 6s, 2039 1,730,000 129,750

Morgan Stanley Mortgage Loan Trust

FRB Ser. 06-3AR, Class 3A1, 5.681s, 2036 553,947 382,224

FRB Ser. 07-14AR, Class 6A1, 5.432s, 2037 3,594,766 2,372,545

FRB Ser. 07-11AR, Class 2A1, 5.426s, 2037 2,557,231 1,285,009

FRB Ser. 06-6AR, Class 2A, 4.6274s, 2036 2,184,234 1,376,067

FRB Ser. 07-15AR, Class 2A1, 5.294s, 2037 508,468 349,158

FRB Ser. 07-11AR, Class 2A5, 4.787s, 2037 549,315 269,164

Ser. 05-5AR, Class 2A1, 3.037s, 2035 893,733 596,567

FRB Ser. 06-5AR, Class A, 0.506s, 2036 1,402,130 785,193

Morgan Stanley ReREMIC Trust 144A FRB Ser. 10-C30A,

Class A3B, 10.236s, 2043 1,215,429 1,257,969

Mortgage Capital Funding, Inc. Ser. 97-MC2, Class X, IO,

2.009s, 2012 1,764 28
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Nomura Asset Acceptance Corp. 144A IFB Ser. 04-R3,

Class AS, IO, 6.794s, 2035 129,867 23,478

PNC Mortgage Acceptance Corp. 144A Ser. 00-C1, Class J,

6 5/8s, 2033 F 123,000 1,230

Residential Asset Securitization Trust

Ser. 07-A5, Class 2A3, 6s, 2037 657,786 499,917

FRB Ser. 05-A2, Class A1, 0.756s, 2035 1,038,247 729,921

STRIPS 144A

Ser. 03-1A, Class N, 5s, 2018 193,000 156,330

Ser. 04-1A, Class N, 5s, 2018 153,716 132,195

Structured Adjustable Rate Mortgage Loan Trust

FRB Ser. 07-10, Class 1A1, 6s, 2037 F 1,223,077 684,159

FRB Ser. 06-9, Class 1A1, 5.402s, 2036 755,583 454,620

FRB Ser. 06-12, Class 1A1, 0.416s, 2037 3,550,950 2,112,816

Structured Asset Securities Corp.

IFB Ser. 07-4, Class 1A3, IO, 5.982s, 2037 4,009,828 621,379

Ser. 07-4, Class 1A4, IO, 1s, 2037 5,408,635 174,669

Structured Asset Securities Corp. 144A

Ser. 06-RF1, IO, 5.668s, 2036 21,015,964 3,070,055

Ser. 05-RF6, Class A, IO, 5.316s, 2043 552,758 77,752

Ser. 07-RF1, Class 1A, IO, 5.165s, 2037 4,438,139 581,219

Ser. 06-RF4, Class 1A, IO, 4.967s, 2036 286,198 39,480

Ursus PLC 144A FRB Ser. 1-A, Class D, 1.638s, 2012 (Ireland) GBP 210,006 19,802

Wachovia Bank Commercial Mortgage Trust

Ser. 07-C31, Class A3, 5.483s, 2047 $396,000 414,173

Ser. 07-C34, IO, 0.523s, 2046 17,823,676 317,440

Wachovia Bank Commercial Mortgage Trust 144A FRB

Ser. 05-WL5A, Class L, 3.557s, 2018 477,000 286,200

Wells Fargo Alternative Loan Trust FRB Ser. 07-PA6,

Class A1, 6.28s, 2037 4,005,605 2,878,090
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Total mortgage-backed securities (cost $141,902,235) $162,104,770

28

CORPORATE BONDS AND NOTES (25.9%)* Principal amount Value

Basic materials (1.8%)

Associated Materials, LLC/Associated Materials

Finance, Inc. company guaranty sr. notes 9 7/8s, 2016 $46,000 $55,660

Builders FirstSource, Inc. 144A company

guaranty sr. notes FRN 13s, 2016 164,000 158,260

Celanese US Holdings, LLC 144A company

guaranty sr. notes 6 5/8s, 2018 (Germany) 85,000 86,913

Clondalkin Acquisition BV 144A company

guaranty sr. notes FRN 2.292s, 2013 (Netherlands) 215,000 194,575

Ferro Corp. sr. unsec. notes 7 7/8s, 2018 315,000 326,813

FMG Resources August 2006 Pty Ltd. 144A sr. sec.

notes 10 5/8s, 2016 (Australia) 312,000 384,150

Freeport-McMoRan Copper & Gold, Inc. sr. unsec.

notes 8 3/8s, 2017 106,000 117,925

Georgia-Pacific, LLC sr. unsec. unsub. notes 8 1/8s, 2011 55,000 57,063

Graphic Packaging International, Inc. company

guaranty sr. unsec. notes 7 7/8s, 2018 45,000 46,125

Hexion U.S. Finance Corp./Hexion Nova Scotia Finance, ULC

company guaranty 9 3/4s, 2014 64,000 66,560

Hexion U.S. Finance Corp./Hexion Nova Scotia Finance, ULC

company guaranty sr. notes 8 7/8s, 2018 160,000 156,800
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Huntsman International, LLC 144A company

guaranty sr. unsec. sub. notes 8 5/8s, 2021 90,000 93,150

International Paper Co. sr. unsec. notes 9 3/8s, 2019 100,000 129,250

Lyondell Chemical Co. 144A company guaranty sr. notes 8s, 2017 340,000 371,450

Lyondell Chemical Co. sr. notes 11s, 2018 505,000 558,656

Momentive Performance Materials, Inc. company

guaranty sr. notes 12 1/2s, 2014 195,000 220,350

Novelis, Inc. company guaranty sr. unsec. notes 11 1/2s, 2015 75,000 85,688

Novelis, Inc. company guaranty sr. unsec. notes 7 1/4s, 2015 243,000 247,253

PE Paper Escrow GmbH sr. notes Ser. REGS, 11 3/4s,

2014 (Austria) EUR 405,000 638,544

Rockwood Specialties Group, Inc. company

guaranty sr. unsec. sub. notes 7 5/8s, 2014 EUR 50,000 69,551

Sappi Papier Holding AG 144A company guaranty 6 3/4s,

2012 (Austria) $86,000 86,678

SGL Carbon SE company guaranty sr. sub. notes FRN

Ser. EMTN, 2.149s, 2015 (Germany) EUR 152,000 189,185

Smurfit Kappa Funding PLC sr. unsec. sub. notes 7 3/4s,

2015 (Ireland) $280,000 282,800

Solutia, Inc. company guaranty sr. unsec. notes 8 3/4s, 2017 160,000 174,800

Solutia, Inc. company guaranty sr. unsec. notes 7 7/8s, 2020 153,000 163,710

Steel Dynamics, Inc. company guaranty sr. unsec.

unsub. notes 7 3/8s, 2012 101,000 107,944

Steel Dynamics, Inc. sr. unsec. unsub. notes 7 3/4s, 2016 269,000 279,088
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Stone Container Corp. escrow bonds 8 3/8s,

2012 (In default) � 240,000 8,700

Teck Resources Limited sr. notes 10 3/4s, 2019 (Canada) 168,000 211,562

Teck Resources Limited sr. notes 10 1/4s, 2016 (Canada) 291,000 353,565

Teck Resources Limited sr. notes 9 3/4s, 2014 (Canada) 358,000 441,385
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CORPORATE BONDS AND NOTES (25.9%)* cont. Principal amount Value

Basic materials cont.

TPC Group, LLC 144A sr. notes 8 1/4s, 2017 $75,000 $75,938

Tube City IMS Corp. company guaranty sr. unsec.

sub. notes 9 3/4s, 2015 55,000 56,100

Vartellus Specialties, Inc. 144A company

guaranty sr. notes 9 3/8s, 2015 95,000 98,563

Verso Paper Holdings, LLC/Verso Paper, Inc.

sr. notes 11 1/2s, 2014 238,000 260,610

6,855,364

Capital goods (1.1%)

Alliant Techsystems, Inc. company guaranty sr. unsec.

sub. notes 6 7/8s, 2020 140,000 142,100

Alliant Techsystems, Inc. sr. sub. notes 6 3/4s, 2016 199,000 207,458

Allison Transmission, Inc. 144A company guaranty sr. unsec.

notes 11 1/4s, 2015 �� 224,720 243,821

Ball Corp. company guaranty sr. unsec. notes 7 3/8s, 2019 26,000 28,275
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Ball Corp. company guaranty sr. unsec. notes 7 1/8s, 2016 39,000 42,120

Berry Plastic Corp. company guaranty 8 7/8s, 2014 413,000 401,643

BE Aerospace, Inc. sr. unsec. unsub. notes 6 7/8s, 2020 390,000 397,800

Cleaver-Brooks, Inc. 144A sr. notes 12 1/4s, 2016 49,000 50,531

Crown European Holdings SA 144A sr. notes 7 1/8s,

2018 (France) EUR 50,000 70,904

Graham Packaging Co., Inc. 144A company

guaranty sr. notes 8 1/4s, 2018 $30,000 30,450

Impress Holdings BV company guaranty sr. bonds FRB

Ser. REGS, 3.96s, 2013 (Netherlands) EUR 136,000 179,840

Kratos Defense & Security Solutions, Inc. company

guaranty sr. notes 10s, 2017 $160,000 169,600

Mueller Water Products, Inc. 144A company

guaranty sr. unsec. unsub. notes 8 3/4s, 2020 30,000 31,500

Rexel SA company guaranty sr. unsec. notes 8 1/4s,

2016 (France) EUR 308,000 450,700

Reynolds Group DL Escrow, Inc./Reynolds Group Escrow, LLC

144A sr. sec. notes 7 3/4s, 2016 (Luxembourg) EUR 377,000 518,829

Ryerson, Inc. company guaranty sr. notes 12s, 2015 $334,000 344,020

Tenneco, Inc. company guaranty sr. unsec. sub. notes

8 5/8s, 2014 241,000 247,025

Tenneco, Inc. 144A sr. notes 7 3/4s, 2018 75,000 76,875

Thermon Industries, Inc. 144A company

guaranty sr. notes 9 1/2s, 2017 147,000 153,615
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TransDigm, Inc. company guaranty sr. sub. notes 7 3/4s, 2014 70,000 70,788

TransDigm, Inc. company guaranty sr. unsec.

sub. notes 7 3/4s, 2014 310,000 313,488

4,171,382

Communication services (3.3%)

Angel Lux Common S.A.R.L. notes Ser. REGS, 8 1/4s,

2016 (Denmark) EUR 64,000 92,420

Cablevision Systems Corp. sr. unsec. unsub. notes 8s, 2020 $150,000 161,438

CC Holdings GS V, LLC/Crown Castle GS III Corp. 144A

sr. sec. notes 7 3/4s, 2017 160,000 176,800

CCH II, LLC/CCH II Capital company guaranty sr. unsec. notes

13 1/2s, 2016 452,462 537,299
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CORPORATE BONDS AND NOTES (25.9%)* cont. Principal amount Value

Communication services cont.

Cequel Communications Holdings I LLC/Cequel Capital Corp.

144A sr. notes 8 5/8s, 2017 $146,000 $154,030

Cincinnati Bell, Inc. company guaranty sr. unsec. notes 7s, 2015 88,000 88,000

Cincinnati Bell, Inc. company guaranty sr. unsec.

sub. notes 8 3/4s, 2018 75,000 73,125

Clearwire Communications, LLC/Clearwire Finance, Inc. 144A

company guaranty sr. notes 12s, 2015 295,000 317,863

Cricket Communications, Inc. company guaranty 9 3/8s, 2014 248,000 256,680

Cricket Communications, Inc. company guaranty sr. unsec.
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unsub. notes 10s, 2015 354,000 382,320

Cricket Communications, Inc. company guaranty sr. unsub. notes

7 3/4s, 2016 480,000 509,400

CSC Holdings, Inc. sr. notes 6 3/4s, 2012 81,000 84,746

Digicel Group, Ltd. 144A sr. unsec. notes 8 7/8s, 2015 (Jamaica) 245,000 249,900

Frontier Communications Corp. sr. unsec. notes 8 1/8s, 2018 838,000 906,088

Intelsat Bermuda, Ltd. company guaranty sr. unsec.

notes 11 1/2s, 2017 (Luxembourg) �� 62,000 67,193

Intelsat Bermuda, Ltd. company guaranty sr. unsec.

notes 11 1/4s, 2017 (Luxembourg) 253,000 271,026

Intelsat Jackson Holdings SA 144A sr. unsec. notes 7 1/4s,

2020 (Bermuda) 225,000 226,125

Intelsat Subsidiary Holding Co., Ltd. company

guaranty sr. unsec. notes 8 7/8s, 2015 (Bermuda) 268,000 277,380

Level 3 Financing, Inc. company guaranty 9 1/4s, 2014 340,000 319,600

Magyar Telecom BV 144A company guaranty sr. notes

9 1/2s, 2016 (Hungary) EUR 246,000 327,271

Mediacom LLC/Mediacom Capital Corp. sr. unsec.

notes 9 1/8s, 2019 $103,000 106,605

MetroPCS Wireless, Inc. company guaranty sr. unsec.

notes 9 1/4s, 2014 312,000 326,820

MetroPCS Wireless, Inc. company guaranty sr. unsec.

notes 7 7/8s, 2018 275,000 281,875

NII Capital Corp. company guaranty sr. unsec.

unsub. notes 10s, 2016 425,000 483,438
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PAETEC Holding Corp. company guaranty sr. notes 8 7/8s, 2017 38,000 39,710

PAETEC Holding Corp. company guaranty sr. unsec.

unsub. notes 9 1/2s, 2015 190,000 193,800

Qwest Communications International, Inc. company

guaranty 7 1/2s, 2014 181,000 184,620

Qwest Corp. sr. unsec. notes 7 1/2s, 2014 75,000 84,750

Qwest Corp. sr. unsec. unsub. notes 8 7/8s, 2012 1,003,000 1,100,793

SBA Telecommunications, Inc. company guaranty sr. unsec.

notes 8 1/4s, 2019 105,000 115,500

SBA Telecommunications, Inc. company guaranty sr. unsec.

notes 8s, 2016 180,000 193,500

Sprint Nextel Corp. sr. notes 8 3/8s, 2017 1,100,000 1,193,500

TDC A/S sr. unsec. unsub. bonds 5 7/8s, 2015 (Denmark) EUR 150,000 217,017

Unitymedia GmbH company guaranty sr. notes Ser. REGS,

9 5/8s, 2019 (Germany) EUR 293,000 431,672

31

CORPORATE BONDS AND NOTES (25.9%)* cont. Principal amount Value

Communication services cont.

Unitymedia Hessen/NRW 144A company guaranty sr. notes

8 1/8s, 2017 (Germany) EUR 218,000 $309,808

UPC Holdings BV sr. notes 9 3/4s, 2018 (Netherlands) EUR 361,000 527,507

Virgin Media Finance PLC company guaranty sr. unsec. bond

8 7/8s, 2019 (United Kingdom) GBP 50,000 87,772
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Wind Acquisition Holding company

guaranty sr. notes Ser. REGS, 12 1/4s, 2017 (Luxembourg) �� EUR 208,934 303,159

Windstream Corp. company guaranty 8 5/8s, 2016 $590,000 623,925

Windstream Corp. company guaranty sr. unsec.

unsub. notes 7 7/8s, 2017 135,000 140,738

Windstream Corp. 144A company guaranty sr. unsec.

unsub. notes 8 1/8s, 2018 60,000 62,100

12,487,313

Conglomerates (0.1%)

SPX Corp. sr. unsec. notes 7 5/8s, 2014 115,000 125,350

SPX Corp. 144A company guaranty sr. unsec. notes 6 7/8s, 2017 70,000 74,200

199,550

Consumer cyclicals (4.4%)

Affinia Group, Inc. 144A sr. notes 10 3/4s, 2016 25,000 27,813

Affinion Group, Inc. company guaranty 11 1/2s, 2015 250,000 264,063

Affinion Group, Inc. company guaranty 10 1/8s, 2013 285,000 292,838

AMC Entertainment, Inc. company guaranty 11s, 2016 251,000 267,943

AMC Entertainment, Inc. sr. sub. notes 8s, 2014 205,000 206,794

American Axle & Manufacturing, Inc. company

guaranty sr. unsec. notes 5 1/4s, 2014 130,000 123,013

American Casino & Entertainment Properties LLC

sr. notes 11s, 2014 190,000 185,250

Ameristar Casinos, Inc. company guaranty sr. unsec.

notes 9 1/4s, 2014 260,000 277,550

Autonation, Inc. company guaranty sr. unsec. notes
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6 3/4s, 2018 255,000 261,375

Bon-Ton Stores, Inc. (The) company guaranty 10 1/4s, 2014 220,000 216,700

Building Materials Corp. 144A company

guaranty sr. notes 7 1/2s, 2020 100,000 101,000

Building Materials Corp. 144A sr. notes 6 7/8s, 2018 75,000 73,688

Burlington Coat Factory Warehouse Corp. company

guaranty sr. unsec. notes 11 1/8s, 2014 250,000 261,250

Cedar Fair LP/Canada�s Wonderland Co./Magnum

Management Corp. 144A company guaranty sr. unsec.

notes 9 1/8s, 2018 70,000 73,500

Cenveo Corp. 144A company guaranty sr. unsec.

notes 10 1/2s, 2016 120,000 122,700

Clear Channel Communications, Inc. company guaranty unsec.

unsub. notes 10 3/4s, 2016 200,000 156,000

Clear Channel Worldwide Holdings, Inc. company

guaranty sr. unsec. unsub. notes Ser. B, 9 1/4s, 2017 453,000 483,578

Codere Finance Luxembourg SA sr. sec. notes Ser. REGS,

8 1/4s, 2015 (Luxembourg) EUR 227,000 303,942

Compucom Systems, Inc. 144A sr. sub. notes 12 1/2s, 2015 $155,000 166,625

Corrections Corporation of America company

guaranty sr. notes 7 3/4s, 2017 257,000 276,275
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Consumer cyclicals cont.

D.R. Horton, Inc. sr. notes 7 7/8s, 2011 $30,000 $31,388

DIRECTV Holdings, LLC company guaranty sr. unsec.

notes 7 5/8s, 2016 117,000 130,455

DISH DBS Corp. company guaranty 6 5/8s, 2014 634,000 662,530

Ford Motor Credit Co., LLC sr. unsec. unsub. notes 5 5/8s, 2015 250,000 257,080

Goodman Global Group, Inc. sr. unsec. disc. notes zero %, 2014 295,000 188,800

Goodman Global, Inc. company guaranty sr. unsec.

sub. notes 13 1/2s, 2016 270,000 297,000

Goodyear Tire & Rubber Co. (The) sr. unsec. notes 10 1/2s, 2016 311,000 352,208

Grupo Televisa SA sr. unsec. notes 6s, 2018 (Mexico) 460,000 512,268

Hanesbrands, Inc. company guaranty sr. unsec. notes FRN

Ser. B, 4.121s, 2014 395,000 380,188

Harrah�s Operating Co., Inc. company guaranty sr. notes 10s, 2018 150,000 119,813

Harrah�s Operating Co., Inc. sr. notes 11 1/4s, 2017 350,000 383,250

Interpublic Group of Companies, Inc. (The) sr. unsec.

notes 10s, 2017 63,000 73,553

Isle of Capri Casinos, Inc. company guaranty 7s, 2014 150,000 135,750

ISS Financing PLC sr. bond Ser. REGS, 11s, 2014

(United Kingdom) EUR 100,000 149,520

ISS Holdings A/S sr. sub. notes Ser. REGS, 8 7/8s, 2016

(Denmark) EUR 50,000 71,596

Jarden Corp. company guaranty sr. sub. notes Ser. 1,

7 1/2s, 2020 EUR 50,000 68,280
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Jarden Corp. company guaranty sr. unsec. sub. notes

7 1/2s, 2017 $165,000 170,775

Lamar Media Corp. company guaranty sr. notes 9 3/4s, 2014 100,000 114,500

Lear Corp. company guaranty sr. unsec. bond 7 7/8s, 2018 195,000 206,700

Lear Corp. company guaranty sr. unsec. notes 8 1/8s, 2020 250,000 267,188

Lender Processing Services, Inc. company

guaranty sr. unsec. unsub. notes 8 1/8s, 2016 795,000 856,613

Levi Strauss & Co. sr. unsec. notes 8 7/8s, 2016 70,000 74,025

Levi Strauss & Co. sr. unsec. unsub. notes 7 5/8s, 2020 235,000 243,813

Limited Brands, Inc. company guaranty sr. unsec.

unsub. notes 7s, 2020 75,000 81,000

Macy�s Retail Holdings, Inc. company guaranty sr. unsec.

notes 5.9s, 2016 195,000 205,725

Mashantucket Western Pequot Tribe 144A bonds 8 1/2s,

2015 (In default) � 340,000 51,000

MTR Gaming Group, Inc. company guaranty sr. notes

12 5/8s, 2014 205,000 208,075

Navistar International Corp. sr. notes 8 1/4s, 2021 260,000 277,875

NBTY, Inc. 144A company guaranty sr. notes 9s, 2018 30,000 31,500

Neiman-Marcus Group, Inc. company guaranty sr. unsec.

notes 9s, 2015 �� 270,000 280,463

Nielsen Finance LLC/Nielsen Finance Co. company

guaranty 10s, 2014 168,000 176,610

Nielsen Finance LLC/Nielsen Finance Co. company

guaranty sr. unsec. sub. disc. notes stepped-coupon zero %
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(12 1/2s, 8/1/11), 2016 �� 383,000 383,479
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CORPORATE BONDS AND NOTES (25.9%)* cont. Principal amount Value

Consumer cyclicals cont.

Nortek, Inc. company guaranty sr. notes 11s, 2013 $185,511 $197,105

Owens Corning, Inc. company guaranty unsec.

unsub. notes 9s, 2019 497,000 590,188

Penn National Gaming, Inc. sr. unsec. sub. notes 8 3/4s, 2019 50,000 53,125

Penske Automotive Group, Inc. company guaranty 7 3/4s, 2016 160,000 156,200

PHH Corp. 144A sr. unsec. notes 9 1/4s, 2016 100,000 104,000

Pinnacle Entertainment, Inc. company guaranty sr. unsec.

notes 8 5/8s, 2017 55,000 58,369

Pinnacle Entertainment, Inc. company guaranty sr. unsec.

sub. notes 7 1/2s, 2015 320,000 309,600

Sealy Mattress Co. sr. sub. notes 8 1/4s, 2014 75,000 75,563

Sealy Mattress Co. 144A company guaranty sr. sec.

notes 10 7/8s, 2016 145,000 164,213

Sears Holdings Corp. 144A sr. notes 6 5/8s, 2018 117,000 117,878

Sinclair Television Group, Inc. 144A sr. notes 8 3/8s, 2018 104,000 104,780

Sirius XM Radio, Inc. 144A sr. notes 9 3/4s, 2015 403,000 443,804

Standard Pacific Corp. company guaranty sr. unsec.

unsub. notes 7s, 2015 71,000 67,983
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Toys R Us Property Co., LLC company guaranty sr. unsec.

notes 10 3/4s, 2017 395,000 446,350

Toys R US-Delaware, Inc. 144A company

guaranty sr. notes 7 3/8s, 2016 45,000 46,350

Travelport LLC company guaranty 11 7/8s, 2016 159,000 170,130

Travelport LLC company guaranty 9 7/8s, 2014 155,000 159,456

Travelport LLC/Travelport, Inc. 144A company

guaranty sr. unsec. notes 9s, 2016 90,000 89,550

TRW Automotive, Inc. company guaranty sr. unsec.

unsub. notes Ser. REGS, 6 3/8s, 2014 EUR 110,000 151,025

TRW Automotive, Inc. 144A company

guaranty sr. notes 7 1/4s, 2017 $150,000 159,375

TVN Finance Corp. PLC company guaranty sr. unsec.

Ser. REGS, 10 3/4s, 2017 (United Kingdom) EUR 55,000 83,242

TVN Finance Corp. PLC 144A company guaranty sr. unsec.

notes 10 3/4s, 2017 (United Kingdom) EUR 152,000 230,051

Umbrella Acquisition, Inc. 144A company guaranty sr. unsec.

unsub. notes 9 3/4s, 2015 �� $390,579 373,979

Universal City Development Partners, Ltd. company

guaranty sr. unsec. notes 8 7/8s, 2015 245,000 252,656

Vertis, Inc. company guaranty sr. notes 13 1/2s, 2014 �� 263,355 81,640

Wynn Las Vegas, LLC/Wynn Las Vegas Capital Corp. 144A

company guaranty 1st mtge. notes 7 3/4s, 2020 105,000 110,775

XM Satellite Radio, Inc. 144A company guaranty sr. unsec.

notes 13s, 2013 125,000 143,750
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Yankee Acquisition Corp. company guaranty sr. notes Ser. B,

8 1/2s, 2015 125,000 129,063

Yonkers Racing Corp. 144A sr. notes 11 3/8s, 2016 215,000 233,275

Young Broadcasting, Inc. company

guaranty sr. sub. notes 8 3/4s, 2014 (In default) �F 83,000 �

Young Broadcasting, Inc. company guaranty sr. unsec.

sub. notes 10s, 2011 (In default) �F 239,000 �

16,888,392
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Consumer staples (0.9%)

Archibald Candy Corp. company guaranty 10s, 2011 (In default) �F $88,274 $1,363

Avis Budget Car Rental, LLC company guaranty sr. unsec.

unsub. notes 9 5/8s, 2018 105,000 111,038

Avis Budget Car Rental, LLC company guaranty sr. unsec.

unsub. notes 7 3/4s, 2016 345,000 338,963

Central Garden & Pet Co. sr. sub. notes 8 1/4s, 2018 198,000 202,208

CKE Restaurants, Inc. 144A sr. notes 11 3/8s, 2018 215,000 220,375

Constellation Brands, Inc. company guaranty sr. unsec.

notes 7 1/4s, 2017 23,000 24,524

Constellation Brands, Inc. company guaranty sr. unsec.

unsub. notes 7 1/4s, 2016 111,000 118,076

Dean Foods Co. company guaranty 7s, 2016 48,000 47,100
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Dole Food Co. 144A sr. sec. notes 8s, 2016 160,000 167,400

Europcar Groupe SA company guaranty sr. sub. bond FRB

Ser. REGS, 4.399s, 2013 (France) EUR 127,000 160,562

Great Atlantic & Pacific Tea Co. 144A sr. notes 11 3/8s, 2015 $65,000 50,050

Hertz Corp. company guaranty 8 7/8s, 2014 170,000 174,463

Hertz Corp. 144A company guaranty sr. unsec. notes

7 1/2s, 2018 65,000 65,000

Hertz Holdings Netherlands BV 144A sr. bond 8 1/2s,

2015 (Netherlands) EUR 156,000 223,085

Interactive Data Corp. 144A company

guaranty sr. notes 10 1/4s, 2018 $180,000 192,600

Libbey Glass, Inc. 144A sr. notes 10s, 2015 54,000 58,050

Prestige Brands, Inc. company guaranty sr. unsec.

notes 8 1/4s, 2018 145,000 150,075

Rite Aid Corp. company guaranty sr. notes 7 1/2s, 2017 315,000 290,194

Rite Aid Corp. company guaranty sr. unsec.

unsub. notes 9 1/2s, 2017 277,000 232,680

Rite Aid Corp. 144A company guaranty sr. unsub. notes 8s, 2020 55,000 55,825

Roadhouse Financing, Inc. 144A sr. notes 10 3/4s, 2017 115,000 118,450

Spectrum Brands, Inc. 144A sr. notes 9 1/2s, 2018 230,000 246,675

West Corp. company guaranty 9 1/2s, 2014 264,000 276,210

West Corp. 144A sr. unsec. notes 8 5/8s, 2018 29,000 29,580

3,554,546

Energy (5.0%)
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Anadarko Petroleum Corp. sr. unsec. notes 6 3/8s, 2017 250,000 275,489

Arch Coal, Inc. company guaranty sr. unsec. notes 7 1/4s, 2020 305,000 322,156

Arch Western Finance, LLC company

guaranty sr. notes 6 3/4s, 2013 221,000 223,486

ATP Oil & Gas Corp. 144A sr. notes 11 7/8s, 2015 65,000 56,063

Brigham Exploration Co. 144A company guaranty sr. unsec.

notes 8 3/4s, 2018 75,000 77,250

Bristow Group, Inc. company guaranty 6 1/8s, 2013 295,000 298,688

Chaparral Energy, Inc. company guaranty sr. unsec.

notes 8 7/8s, 2017 320,000 311,200

Chaparral Energy, Inc. 144A sr. notes 9 7/8s, 2020 140,000 142,100

Chesapeake Energy Corp. company guaranty sr. unsec.

notes 9 1/2s, 2015 495,000 572,963
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Energy cont.

Complete Production Services, Inc. company guaranty 8s, 2016 $388,000 $399,640

Comstock Resources, Inc. sr. notes 6 7/8s, 2012 510,000 510,653

Connacher Oil and Gas, Ltd. 144A sec. notes 10 1/4s, 2015

(Canada) 369,000 374,535

Connacher Oil and Gas, Ltd. 144A sr. sec. notes 11 3/4s,

2014 (Canada) 75,000 81,750

Edgar Filing: PUTNAM MASTER INTERMEDIATE INCOME TRUST - Form N-CSR

46



CONSOL Energy, Inc. 144A company guaranty sr. unsec.

notes 8 1/4s, 2020 125,000 136,563

CONSOL Energy, Inc. 144A company guaranty sr. unsec.

notes 8s, 2017 710,000 768,575

Crosstex Energy/Crosstex Energy Finance Corp. company

guaranty sr. unsec. notes 8 7/8s, 2018 320,000 335,200

Denbury Resources, Inc. sr. sub. notes 7 1/2s, 2015 345,000 357,938

EXCO Resources, Inc. company guaranty sr. unsec.

notes 7 1/2s, 2018 405,000 401,456

Expro Finance Luxemburg 144A sr. notes 8 1/2s, 2016

(Luxembourg) 215,000 204,788

Ferrellgas LP/Ferrellgas Finance Corp. sr. notes 6 3/4s, 2014 520,000 529,100

Forest Oil Corp. sr. notes 8s, 2011 540,000 571,050

Gaz Capital SA 144A company guaranty sr. unsec. bond

8.146s, 2018 (Russia) 176,000 205,278

Gaz Capital SA 144A sr. sec. bond 9 1/4s, 2019 (Russia) 2,055,000 2,544,172

Gazprom Via White Nights Finance BV notes 10 1/2s, 2014

(Russia) 230,000 275,545

Helix Energy Solutions Group, Inc. 144A sr. unsec.

notes 9 1/2s, 2016 455,000 460,688

Hornbeck Offshore Services, Inc. sr. notes Ser. B, 6 1/8s, 2014 340,000 325,550

Inergy LP/Inergy Finance Corp. sr. unsec. notes 6 7/8s, 2014 165,000 168,300

Infinis PLC sr. notes Ser. REGS, 9 1/8s, 2014

(United Kingdom) GBP 98,000 159,487

KazMunaiGaz Finance Sub BV 144A notes 7s, 2020 (Kazakhstan) $155,000 170,888
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Key Energy Services, Inc. company guaranty sr. unsec.

unsub. notes 8 3/8s, 2014 180,000 189,900

Lukoil International Finance BV 144A company

guaranty sr. unsec. unsub. notes 7 1/4s, 2019 (Russia) 200,000 217,922

Newfield Exploration Co. sr. unsec. sub. notes 6 5/8s, 2014 348,000 355,830

Offshore Group Investments, Ltd. 144A sr. notes 11 1/2s, 2015 115,000 120,750

OPTI Canada, Inc. company guaranty sr. sec. notes 8 1/4s,

2014 (Canada) 430,000 326,800

OPTI Canada, Inc. 144A company guaranty sr. notes 9 3/4s,

2013 (Canada) 200,000 203,000

OPTI Canada, Inc. 144A sr. notes 9s, 2012 (Canada) 175,000 177,188

Peabody Energy Corp. company guaranty 7 3/8s, 2016 529,000 576,610

Peabody Energy Corp. company guaranty sr. unsec.

unsub. notes 6 1/2s, 2020 19,000 20,449

Petrobras International Finance Co. company

guaranty sr. unsec. notes 7 7/8s, 2019 (Brazil) 440,000 534,600

Petroleos de Venezuela SA company guaranty sr. unsec.

notes 5 1/4s, 2017 (Venezuela) 1,665,000 965,700
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Energy cont.

Petroleos de Venezuela SA sr. unsec. bonds zero %, 2011

(Venezuela) $585,000 $539,663
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Petroleos de Venezuela SA sr. unsec. notes 4.9s, 2014

(Venezuela) 200,000 127,200

Petroleos de Venezuela SA sr. unsec. sub. bonds 5s, 2015

(Venezuela) 1,080,000 632,146

Petroleos Mexicanos 144A company guaranty bonds 5 1/2s,

2021 (Mexico) 175,000 186,375

Petroleum Co. of Trinidad & Tobago Ltd. 144A sr. unsec.

notes 9 3/4s, 2019 (Trinidad) 545,000 667,625

Petroleum Development Corp. company guaranty sr. unsec.

notes 12s, 2018 240,000 266,400

Plains Exploration & Production Co. company

guaranty 7 3/4s, 2015 70,000 73,413

Plains Exploration & Production Co. company guaranty 7s, 2017 80,000 82,000

Plains Exploration & Production Co. company

guaranty sr. unsec. notes 10s, 2016 270,000 307,800

Power Sector Assets & Liabilites Management Corp. 144A

govt. guaranty sr. unsec. notes 7 1/4s, 2019 (Philippines) 425,000 514,250

Range Resources Corp. company

guaranty sr. sub. notes 6 3/4s, 2020 150,000 156,000

Rosetta Resources, Inc. company guaranty sr. unsec.

notes 9 1/2s, 2018 124,000 127,720

SandRidge Energy, Inc. 144A company guaranty sr. unsec.

unsub. notes 8s, 2018 455,000 443,625

19,073,517

Financials (4.8%)

Ally Financial Inc. 144A company guaranty sr. unsec.

unsub. notes 7 1/2s, 2020 565,000 601,725
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Ally Financial, Inc. company guaranty sr. unsec. notes 7s, 2012 25,000 25,844

Ally Financial, Inc. company guaranty sr. unsec. notes 6 7/8s, 2012 403,000 420,631

Ally Financial, Inc. company guaranty sr. unsec. notes 6 5/8s, 2012 512,000 529,920

Ally Financial, Inc. company guaranty sr. unsec. unsub. notes

6 7/8s, 2011 53,000 54,656

Ally Financial, Inc. company guaranty sr. unsec. unsub. notes

FRN 2.497s, 2014 39,000 34,868

Ally Financial, Inc. 144A company guaranty sr. unsec. notes

8.3s, 2015 65,000 70,850

Banco Do Brasil 144A sr. unsec. 5.585s, 2017 (Brazil) BRL 436,000 257,210

Biz Finance PLC for Ukreximbank sr. unsec.

unsub. bonds 8 3/8s, 2015 (United Kingdom) $200,000 206,136

Bosphorus Financial Services, Ltd. 144A sr. notes FRN

2.176s, 2012 541,876 532,331

CIT Group, Inc. sr. bond 7s, 2017 763,000 746,786

CIT Group, Inc. sr. bond 7s, 2016 544,000 535,840

CIT Group, Inc. sr. bond 7s, 2015 144,000 142,920

CIT Group, Inc. sr. bond 7s, 2014 96,000 95,760

CIT Group, Inc. sr. bond 7s, 2013 195,000 195,975

HUB International Holdings, Inc. 144A

sr. sub. notes 10 1/4s, 2015 95,000 92,150
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CORPORATE BONDS AND NOTES (25.9%)* cont. Principal amount Value

Financials cont.

HUB International Holdings, Inc. 144A sr. unsec.

unsub. notes 9s, 2014 $65,000 $64,188

Icahn Enterprises LP/Icahn Enterprises Finance Corp.

company guaranty sr. unsec. notes 8s, 2018 385,000 386,925

JPMorgan Chase & Co. 144A sr. unsec. notes FRN zero %, 2017 1,000,000 1,046,887

JPMorgan Chase & Co. 144A sr. unsec. unsub. notes FRN

3 3/4s, 2011 RUB 22,000,000 714,472

JPMorgan Chase & Co. 144A unsec. unsub. notes 0.171s, 2012 INR 19,000,000 437,076

Leucadia National Corp. sr. unsec. notes 8 1/8s, 2015 $100,000 107,500

Leucadia National Corp. sr. unsec. notes 7 1/8s, 2017 252,000 252,630

Pinafore LLC/Pinafore, Inc. 144A company

guaranty sr. notes 9s, 2018 95,000 99,750

RSHB Capital SA for OJSC Russian Agricultural Bank

sub. bonds FRB 6.97s, 2016 (Russia) 3,585,000 3,558,579

RSHB Capital SA for OJSC Russian Agricultural Bank 144A

notes 9s, 2014 (Russia) 1,425,000 1,635,188

Shinhan Bank 144A sr. unsec. bond 6s, 2012 (South Korea) 137,000 145,189

State Bank of India/London 144A sr. unsec. notes 4 1/2s,

2015 (India) 155,000 162,829

USI Holdings Corp. 144A company guaranty sr. unsec.

notes FRN 4.251s, 2014 60,000 51,075

VTB Capital SA 144A sr. unsec. notes 6 1/4s, 2035 (Russia) 130,000 133,250
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VTB Capital SA 144A sr. unsec. notes 7 1/2s, 2011 (Russia) 1,925,000 2,021,250

VTB Capital SA 144A sr. unsec. notes 6 7/8s, 2018 (Russia) 1,385,000 1,459,513

VTB Capital SA 144A sr. unsec. unsub. notes 6.609s, 2012 (Russia) 1,390,000 1,460,084

18,279,987

Health care (1.6%)

Biomet, Inc. company guaranty sr. unsec. bond 10s, 2017 245,000 270,419

Capella Healthcare, Inc. 144A company

guaranty sr. notes 9 1/4s, 2017 160,000 171,200

Community Health Systems, Inc. company guaranty 8 7/8s, 2015 271,000 287,938

DaVita, Inc. company guaranty 6 5/8s, 2013 119,000 120,934

DaVita, Inc. company guaranty sr. unsec. sub. notes 7 1/4s, 2015 60,000 62,288

HCA, Inc. company guaranty sr. notes 9 5/8s, 2016 �� 394,000 427,490

HCA, Inc. sr. sec. notes 9 1/4s, 2016 681,000 737,183

HCA, Inc. sr. sec. notes 9 1/8s, 2014 235,000 247,631

Multiplan, Inc. 144A company guaranty sr. notes 9 7/8s, 2018 150,000 156,750

Omnicare, Inc. sr. sub. notes 6 1/8s, 2013 545,000 546,363

Select Medical Corp. company guaranty 7 5/8s, 2015 345,000 336,806

Stewart Enterprises, Inc. sr. notes 6 1/4s, 2013 724,000 725,810

Sun Healthcare Group, Inc. company guaranty sr. unsec.

unsub. notes 9 1/8s, 2015 9,000 9,540

Surgical Care Affiliates, Inc. 144A sr. sub. notes 10s, 2017 310,000 316,588

Surgical Care Affiliates, Inc. 144A sr. unsec.
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notes 8 7/8s, 2015 �� 120,841 122,654

Tenet Healthcare Corp. company guaranty sr. notes 10s, 2018 119,000 135,958

Tenet Healthcare Corp. sr. notes 9s, 2015 483,000 525,263

Tenet Healthcare Corp. 144A sr. unsec. notes 8s, 2020 175,000 174,563

38

CORPORATE BONDS AND NOTES (25.9%)* cont. Principal amount Value

Health care cont.

US Oncology Holdings, Inc. sr. unsec. notes FRN 6.737s, 2012 �� $125,000 $118,750

Valeant Pharmaceuticals International 144A company

guaranty sr. notes 7s, 2020 30,000 30,675

Valeant Pharmaceuticals International 144A

sr. notes 6 3/4s, 2017 30,000 30,600

Ventas Realty LP/Capital Corp. company guaranty 9s, 2012 R 305,000 326,196

Ventas Realty LP/Capital Corp. sr. notes 6 5/8s, 2014 R 173,000 177,349

6,058,948

Technology (1.0%)

Advanced Micro Devices, Inc. 144A sr. notes 7 3/4s, 2020 60,000 61,950

Ceridian Corp. company guaranty sr. unsec. notes 12 1/4s, 2015 �� 64,000 60,640

Ceridian Corp. sr. unsec. notes 11 1/4s, 2015 241,000 222,323

Fidelity National Information Services, Inc. 144A company

guaranty sr. notes 7 7/8s, 2020 160,000 172,400

Fidelity National Information Services, Inc. 144A company
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guaranty sr. notes 7 5/8s, 2017 201,000 214,568

First Data Corp. company guaranty sr. unsec. notes 10.55s, 2015 �� 264,541 213,948

First Data Corp. company guaranty sr. unsec. notes 9 7/8s, 2015 97,000 79,298

First Data Corp. company guaranty sr. unsec.

sub. notes 11 1/4s, 2016 161,000 115,920

First Data Corp. 144A company guaranty sr. notes 8 7/8s, 2020 75,000 77,813

Freescale Semiconductor, Inc. company guaranty sr. unsec.

notes 9 1/8s, 2014 �� 24,671 24,671

Freescale Semiconductor, Inc. company guaranty sr. unsec.

notes 8 7/8s, 2014 426,000 425,468

Freescale Semiconductor, Inc. company guaranty sr. unsec.

sub. notes 10 1/8s, 2016 4,000 3,640

Freescale Semiconductor, Inc. 144A company

guaranty sr. notes 10 1/8s, 2018 335,000 355,938

Iron Mountain, Inc. company guaranty sr. unsec.

sub. notes 8s, 2020 470,000 494,675

NXP BV/NXP Funding, LLC 144A company

guaranty sr. notes 9 3/4s, 2018 (Netherlands) 464,000 494,160

SunGard Data Systems, Inc. company guaranty 10 1/4s, 2015 310,000 326,275

SunGard Data Systems, Inc. company guaranty 9 1/8s, 2013 326,000 332,928

Unisys Corp. 144A company guaranty sr. sub. notes

14 1/4s, 2015 320,000 381,600

4,058,215

Transportation (0.1%)

British Airways PLC sr. unsec. 8 3/4s, 2016 (United Kingdom) GBP 157,000 251,123
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Inaer Aviation Finance Ltd. 144A sr. notes 9 1/2s,

2017 (Spain) EUR 120,000 162,066

RailAmerica, Inc. company guaranty sr. notes 9 1/4s, 2017 $136,000 149,090

562,279

Utilities and power (1.8%)

AES Corp. (The) sr. unsec. unsub. notes 8s, 2017 475,000 513,000

AES Corp. (The) 144A sec. notes 8 3/4s, 2013 160,000 162,333

Calpine Corp. 144A company guaranty sr. notes 7 7/8s, 2020 165,000 168,713

Calpine Corp. 144A sr. sec. notes 7 1/4s, 2017 425,000 432,438

Dynegy Holdings, Inc. sr. unsec. notes 7 3/4s, 2019 245,000 167,825
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CORPORATE BONDS AND NOTES (25.9%)* cont. Principal amount Value

Utilities and power cont.

Edison Mission Energy sr. unsec. notes 7 3/4s, 2016 $151,000 $118,158

Edison Mission Energy sr. unsec. notes 7 1/2s, 2013 69,000 64,343

Edison Mission Energy sr. unsec. notes 7.2s, 2019 147,000 104,003

Edison Mission Energy sr. unsec. notes 7s, 2017 23,000 16,618

El Paso Corp. sr. unsec. notes 12s, 2013 516,000 630,810

El Paso Natural Gas Co. debs. 8 5/8s, 2022 247,000 304,902

Energy Future Holdings Corp. 144A sr. sec. bond 10s, 2020 595,000 590,692

Energy Future Intermediate Holdings Co., LLC sr. notes 10s, 2020 196,000 194,513
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GenOn Escrow Corp. 144A sr. unsec. notes 9 1/2s, 2018 45,000 43,313

GenOn Escrow Corp. 144A sr. notes 9 7/8s, 2020 295,000 281,725

Ipalco Enterprises, Inc. 144A sr. sec. notes 7 1/4s, 2016 115,000 123,625

KCP&L Greater Missouri Operations Co. sr. unsec. notes 7.95s, 2011 18,000 18,381

Majapahit Holding BV 144A company guaranty sr. unsec.

notes 8s, 2019 (Indonesia) 400,000 484,000

Majapahit Holding BV 144A company guaranty sr. unsec.

notes 7 3/4s, 2020 (Indonesia) 1,085,000 1,290,206

Mirant Americas Generation, Inc. sr. unsec. notes 8.3s, 2011 100,000 103,000

NRG Energy, Inc. sr. notes 7 3/8s, 2016 600,000 617,250

NV Energy, Inc. sr. unsec. notes 8 5/8s, 2014 257,000 264,389

NV Energy, Inc. sr. unsec. unsub. notes 6 3/4s, 2017 40,000 41,172

6,735,409

Total corporate bonds and notes (cost $95,167,564) $98,924,902

ASSET-BACKED SECURITIES (15.2%)* Principal amount Value

Ace Securities Corp.

FRB Ser. 06-OP2, Class A2C, 0.406s, 2036 $107,000 $55,284

FRB Ser. 06-HE3, Class A2C, 0.406s, 2036 115,000 56,954

Asset Backed Securities Corp. Home Equity Loan Trust FRB

Ser. 06-HE4, Class A5, 0.416s, 2036 93,896 57,756

Bear Stearns Asset Backed Securities, Inc. FRB Ser. 04-FR3,

Class M6, 5.131s, 2034 50,847 11,310
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Bombardier Capital Mortgage Securitization Corp.

Ser. 00-A, Class A4, 8.29s, 2030 458,059 327,512

FRB Ser. 00-A, Class A1, 0.417s, 2030 131,759 21,322

Citigroup Mortgage Loan Trust, Inc. FRB Ser. 07-OPX1,

Class A1A, 0.326s, 2037 453,724 179,534

Conseco Finance Securitizations Corp.

Ser. 00-2, Class A5, 8.85s, 2030 1,194,381 991,337

Ser. 00-4, Class A6, 8.31s, 2032 3,182,326 2,482,214

Ser. 00-5, Class A7, 8.2s, 2032 444,507 395,611

Ser. 00-1, Class A5, 8.06s, 2031 814,923 658,051

Ser. 00-4, Class A5, 7.97s, 2032 163,351 128,509

Ser. 00-5, Class A6, 7.96s, 2032 618,581 525,794

Ser. 02-1, Class M1F, 7.954s, 2033 44,000 47,035

Ser. 01-1, Class A5, 6.99s, 2031 3,424,683 3,527,424

Ser. 01-3, Class A4, 6.91s, 2033 5,199,792 5,186,792

FRB Ser. 02-1, Class M1A, 2.309s, 2033 2,249,000 1,852,014

FRB Ser. 01-4, Class M1, 2.006s, 2033 295,000 154,099
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ASSET-BACKED SECURITIES (15.2%)* cont. Principal amount Value

Countrywide Asset Backed Certificates

FRB Ser. 07-8, Class 2A3, 0.446s, 2037 $1,744,000 $671,440

FRB Ser. 06-23, Class 2A3, 0.426s, 2037 842,000 404,642

FRB Ser. 06-24, Class 2A3, 0.406s, 2047 2,279,000 1,025,550

Credit-Based Asset Servicing and Securitization

FRB Ser. 06-CB9, Class A2, 0.366s, 2036 1,156,000 531,760

FRB Ser. 07-CB1, Class AF1A, 0.326s, 2037 591,340 209,441

Crest, Ltd. 144A Ser. 03-2A, Class E2, 8s, 2038 F 439,620 153,838

First Franklin Mortgage Loan Asset Backed Certificates

FRB Ser. 06-FF13, Class A2D, 0.496s, 2036 883,000 418,975
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FRB Ser. 07-FF1, Class A2D, 0.476s, 2038 874,000 401,371

FRB Ser. 06-FF18, Class A2D, 0.466s, 2037 934,000 483,345

FRB Ser. 06-FF18, Class A2C, 0.416s, 2037 3,040,000 1,550,400

FRB Ser. 06-FF11, Class 2A3, 0.406s, 2036 871,000 437,347

FRB Ser. 06-FF7, Class 2A3, 0.406s, 2036 575,565 345,043

FRB Ser. 07-FF1, Class A2C, 0.396s, 2038 1,275,000 604,724

Fremont Home Loan Trust

FRB Ser. 05-E, Class 2A4, 0.586s, 2036 244,000 139,348

FRB Ser. 06-2, Class 2A3, 0.426s, 2036 353,000 205,774

Granite Mortgages PLC

FRB Ser. 03-2, Class 2C1, 2.411s, 2043 F EUR 1,430,000 944,863

FRB Ser. 03-2, Class 3C, 2.287s, 2043 F GBP 688,016 454,602

Green Tree Financial Corp.

Ser. 94-6, Class B2, 9s, 2020 $858,870 669,919

Ser. 94-4, Class B2, 8.6s, 2019 327,530 172,822

Ser. 93-1, Class B, 8.45s, 2018 226,438 181,011

Ser. 99-5, Class A5, 7.86s, 2029 3,378,464 3,091,294

Ser. 96-8, Class M1, 7.85s, 2027 387,000 388,492

Ser. 95-8, Class B1, 7.3s, 2026 362,579 336,106

Ser. 95-4, Class B1, 7.3s, 2025 371,800 353,757

Ser. 97-6, Class M1, 7.21s, 2029 1,087,000 962,674

Ser. 98-2, Class A6, 6.81s, 2027 296,427 313,608

Ser. 99-3, Class A7, 6.74s, 2031 487,604 490,042

FRN Ser. 98-4, Class A6, 6.53s, 2030 143,027 149,259

Ser. 99-2, Class A7, 6.44s, 2030 36,787 36,766

Ser. 99-1, Class A6, 6.37s, 2025 14,060 14,201

Ser. 98-4, Class A5, 6.18s, 2030 360,899 375,899

Greenpoint Manufactured Housing Ser. 00-3, Class IA,

8.45s, 2031 1,411,984 1,320,205

GSAA Home Equity Trust

FRB Ser. 06-19, Class A3A, 0.496s, 2036 445,407 240,520

FRB Ser. 06-19, Class A1, 0.346s, 2036 1,706,265 870,195

FRB Ser. 06-12, Class A1, 0.306s, 2036 1,333,335 682,084

GSAMP Trust FRB Ser. 07-HE2, Class A2A, 0.376s, 2047 636,699 570,482
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Guggenheim Structured Real Estate Funding, Ltd. 144A

FRB Ser. 05-2A, Class E, 2.256s, 2030 390,127 19,506

FRB Ser. 05-1A, Class E, 2.056s, 2030 82,948 12,442

Home Equity Asset Trust FRB Ser. 06-1, Class 2A4, 0.586s, 2036 122,000 101,434

JPMorgan Mortgage Acquisition Corp. FRB Ser. 06-FRE1,

Class A4, 0.546s, 2035 103,000 64,661

41

ASSET-BACKED SECURITIES (15.2%)* cont. Principal amount Value

Lehman XS Trust Ser. 07-6, Class 3A6, 6 1/2s, 2037 $948,956 $554,143

Long Beach Mortgage Loan Trust

FRB Ser. 05-2, Class M4, 0.876s, 2035 255,000 166,555

FRB Ser. 06-4, Class 2A4, 0.516s, 2036 117,000 44,296

FRB Ser. 06-WL1, Class 2A3, 0.496s, 2046 2,175,722 1,620,913

FRB Ser. 06-WL2, Class 2A3, 0.456s, 2036 1,899,155 1,620,928

Madison Avenue Manufactured Housing Contract FRB Ser. 02-A,

Class B1, 3.506s, 2032 1,328,356 1,195,520

MASTR Asset Backed Securities Trust

FRB Ser. 06-FRE2, Class A4, 0.406s, 2036 58,431 30,003

FRB Ser. 07-WMC1, Class A3, 0.356s, 2037 1,404,011 487,894

Merrill Lynch First Franklin Mortgage Loan

Asset Backed Certificates

FRB Ser. 07-1, Class A2C, 0.506s, 2037 806,000 405,015

FRB Ser. 07-1, Class A2B, 0.426s, 2037 1,262,000 722,495

Merrill Lynch Mortgage Investors Trust FRB Ser. 07-HE1,

Class A2B, 0.426s, 2037 1,049,000 424,879

Mid-State Trust Ser. 11, Class B, 8.221s, 2038 100,516 97,147
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Morgan Stanley ABS Capital I

FRB Ser. 05-HE2, Class M5, 0.936s, 2035 108,502 60,568

FRB Ser. 05-HE1, Class M3, 0.776s, 2034 160,000 132,755

Morgan Stanley Capital, Inc. FRB Ser. 04-HE8, Class B3,

3.456s, 2034 53,065 7,607

Novastar Home Equity Loan

FRB Ser. 06-1, Class A2C, 0.416s, 2036 1,134,459 562,302

FRB Ser. 06-2, Class A2C, 0.406s, 2036 1,275,000 787,116

FRB Ser. 06-6, Class A2B, 0.356s, 2037 757,038 468,117

Oakwood Mortgage Investors, Inc.

Ser. 99-D, Class A1, 7.84s, 2029 744,972 737,522

Ser. 00-A, Class A2, 7.765s, 2017 109,376 71,870

Ser. 95-B, Class B1, 7.55s, 2021 222,289 166,116

Ser. 00-D, Class A4, 7.4s, 2030 1,608,000 1,061,280

Ser. 02-B, Class A4, 7.09s, 2032 373,881 358,813

Ser. 99-B, Class A4, 6.99s, 2026 733,201 703,873

Ser. 02-A, Class A4, 6.97s, 2032 44,673 44,896

Ser. 01-D, Class A4, 6.93s, 2031 588,480 470,784

Ser. 01-E, Class A4, 6.81s, 2031 780,388 667,232

Ser. 99-B, Class A3, 6.45s, 2017 174,672 158,951

Ser. 01-C, Class A2, 5.92s, 2017 824,205 412,102

Ser. 02-C, Class A1, 5.41s, 2032 935,566 902,821

Ser. 01-D, Class A2, 5.26s, 2019 117,630 82,635

Ser. 01-E, Class A2, 5.05s, 2031 828,364 635,769

Ser. 02-A, Class A2, 5.01s, 2020 196,326 176,190

Oakwood Mortgage Investors, Inc. 144A

Ser. 01-B, Class A4, 7.21s, 2030 334,589 322,878

FRB Ser. 01-B, Class A2, 0.632s, 2018 36,349 31,068

Park Place Securities, Inc. FRB Ser. 05-WCH1, Class M4,

1.086s, 2036 104,000 38,101

Residential Asset Mortgage Products, Inc.

FRB Ser. 06-NC3, Class A2, 0.446s, 2036 93,519 72,205

FRB Ser. 07-RZ1, Class A2, 0.416s, 2037 176,000 96,332
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42

ASSET-BACKED SECURITIES (15.2%)* cont. Principal amount Value

Residential Asset Securities Corp.

FRB Ser. 05-EMX1, Class M2, 0.986s, 2035 $232,924 $169,887

Ser. 01-KS3, Class AII, 0.724s, 2031 1,174,179 961,951

Securitized Asset Backed Receivables, LLC

FRB Ser. 05-HE1, Class M2, 0.906s, 2035 99,356 369

FRB Ser. 06-WM3, Class A2, 0.416s, 2036 1,058,955 402,403

FRB Ser. 06-WM2, Class A2C, 0.416s, 2036 1,104,416 422,439

FRB Ser. 07-NC2, Class A2B, 0.396s, 2037 165,000 78,382

FRB Ser. 07-BR5, Class A2A, 0.386s, 2037 282,528 203,279

FRB Ser. 07-BR4, Class A2A, 0.346s, 2037 252,362 177,284

FRB Ser. 07-BR3, Class A2A, 0.326s, 2037 1,799,644 1,079,786

SG Mortgage Securities Trust FRB Ser. 06-OPT2, Class A3D,

0.466s, 2036 246,000 89,432

Soundview Home Equity Loan Trust

FRB Ser. 06-OPT3, Class 2A3, 0.426s, 2036 117,000 92,347

FRB Ser. 06-3, Class A3, 0.416s, 2036 497,699 278,839

Structured Asset Investment Loan Trust FRB Ser. 06-BNC2,

Class A6, 0.516s, 2036 117,000 17,111

TIAA Real Estate CDO, Ltd. Ser. 03-1A, Class E, 8s, 2038 467,000 56,040

TIAA Real Estate CDO, Ltd. 144A Ser. 02-1A, Class IV,

6.84s, 2037 390,000 136,500

WAMU Asset-Backed Certificates FRB Ser. 07-HE2, Class 2A1,

0.366s, 2037 385,366 262,049

Total asset-backed securities (cost $62,427,876) $58,086,183
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FOREIGN GOVERNMENT BONDS AND NOTES (7.7%)* Principal amount Value

Argentina (Republic of) sr. unsec. bonds Ser. VII, 7s, 2013 $47,000 $44,251

Argentina (Republic of) sr. unsec. bonds FRB 0.53s, 2013 1,431,000 479,385

Argentina (Republic of) sr. unsec. unsub. bonds 7s, 2015 2,711,000 2,406,013

Argentina (Republic of) sr. unsec. unsub. bonds Ser. $ V,

10 1/2s, 2012 ARS 2,039,000 490,060

Argentina (Republic of) sr. unsec. unsub. bonds FRB

0.677s, 2012 $21,301,000 4,845,978

Banco Nacional de Desenvolvimento Economico e Social 144A

notes 6 1/2s, 2019 (Brazil) 535,000 617,256

Banco Nacional de Desenvolvimento Economico e Social 144A

notes 5 1/2s, 2020 (Brazil) 100,000 107,875

Brazil (Federal Republic of) unsub. notes zero %, 2017 BRL 1,500 839,911

Brazil (Federal Republic of) unsub. notes 10s, 2014 BRL 990 570,144

Brazil (Federal Republic of) sr. notes 5 7/8s, 2019 $795,000 932,138

Chile (Republic of) notes 5 1/2s, 2020 CLP 170,000,000 372,583

Indonesia (Republic of) 144A sr. unsec.

unsub. bonds 6 7/8s, 2018 $550,000 664,125

Indonesia (Republic of) 144A sr. unsec.

unsub. bonds 6 3/4s, 2014 1,590,000 1,803,871

Industrial Bank Of Korea 144A sr. notes 7 1/8s, 2014 325,000 374,115

Philippines (Republic of) sr. unsec. unsub. bonds 6 1/2s, 2020 1,350,000 1,616,625

Russia (Federation of) 144A unsec. unsub. bonds 7.5s, 2030 2,244,800 2,675,128
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South Africa (Republic of) sr. unsec. unsub. notes 6 7/8s, 2019 430,000 525,675

Spain (Government of) bonds Ser. REGS, 5.4s, 2011 EUR 1,000,000 1,402,762
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FOREIGN GOVERNMENT BONDS AND NOTES (7.7%)* cont. Principal amount Value

Sri Lanka (Republic of) 144A notes 7.4s, 2015 $200,000 $218,034

Turkey (Republic of) bonds 16s, 2012 TRY 175,000 134,006

Turkey (Republic of) sr. unsec. notes 7 1/2s, 2019 $810,000 979,881

Turkey (Republic of) sr. unsec. notes 7 1/2s, 2017 1,505,000 1,806,572

Ukraine (Government of) sr. unsec. bonds 6.385s, 2012 125,000 126,106

Ukraine (Government of) sr. unsec. unsub. bonds Ser. REGS,

6 7/8s, 2011 400,000 401,956

Ukraine (Government of) 144A bonds 7 3/4s, 2020 535,000 537,006

Ukraine (Government of) 144A sr. unsec. bonds 6 7/8s, 2011 100,000 100,500

Ukraine (Government of) 144A sr. unsec. unsub. notes

7.65s, 2013 300,000 310,500

Venezuela (Republic of) bonds 8 1/2s, 2014 450,000 369,662

Venezuela (Republic of) unsec. notes FRN Ser. REGS, 1.513s, 2011 770,000 741,949

Venezuela (Republic of) unsec. notes 10 3/4s, 2013 1,985,000 1,860,005

Venezuela (Republic of) 144A unsec. bonds 13 5/8s, 2018 1,285,000 1,200,948
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Total foreign government bonds and notes (cost $26,033,454) $29,555,020

PURCHASED OPTIONS Expiration date/ Contract

OUTSTANDING (4.6%)* strike price amount Value

Option on an interest rate swap with Barclays Bank

PLC for the right to receive a fixed rate of 3.74%

versus the three month USD-LIBOR-BBA

maturing November 10, 2020. Nov-10/3.74 $9,657,100 $985,893

Option on an interest rate swap with Barclays Bank

PLC for the right to pay a fixed rate of 3.74%

versus the three month USD-LIBOR-BBA

maturing November 10, 2020. Nov-10/3.74 9,657,100 193

Option on an interest rate swap with JPMorgan

Chase Bank, N.A. for the right to receive a fixed rate

of 3.50% versus the three month USD-LIBOR-BBA

maturing November 17, 2040. Nov-15/3.50 9,380,700 434,889

Option on an interest rate swap with JPMorgan

Chase Bank, N.A. for the right to pay a fixed rate

of 3.50% versus the three month USD-LIBOR-BBA

maturing November 17, 2040. Nov-10/3.50 9,380,700 166,695

Option on an interest rate swap with JPMorgan

Chase Bank, N.A. for the right to receive a fixed rate

of 3.75% versus the three month USD-LIBOR-BBA

maturing November 10, 2040. Nov-10/3.75 19,364,800 1,595,272

Option on an interest rate swap with JPMorgan

Chase Bank, N.A. for the right to pay a fixed rate

of 3.75% versus the three month USD-LIBOR-BBA

maturing November 10, 2040. Nov-10/3.75 19,364,800 89,272

Option on an interest rate swap with JPMorgan

Chase Bank, N.A. for the right to receive a fixed rate

of 3.82% versus the three month USD-LIBOR-BBA
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maturing November 09, 2040. Nov-10/3.82 19,364,800 1,822,228

Option on an interest rate swap with JPMorgan

Chase Bank, N.A. for the right to pay a fixed rate

of 3.82% versus the three month USD-LIBOR-BBA

maturing November 09, 2040. Nov-10/3.82 19,364,800 51,510

44

PURCHASED OPTIONS Expiration date/ Contract

OUTSTANDING (4.6%)* cont. strike price amount Value

Option on an interest rate swap with JPMorgan

Chase Bank, N.A. for the right to receive a fixed rate

of 2.07% versus the three month USD-LIBOR-BBA

maturing October 20, 2015. Oct-10/2.07 $79,954,500 $2,062,027

Option on an interest rate swap with JPMorgan

Chase Bank, N.A. for the right to receive a fixed rate

of 3.7575% versus the three month USD-LIBOR-BBA

maturing October 20, 2040. Oct-10/3.7575 6,573,200 538,279

Option on an interest rate swap with Barclays Bank

PLC for the right to receive a fixed rate of 3.7375%

versus the three month USD-LIBOR-BBA

maturing March 9, 2021. Mar-11/3.7375 40,294,600 3,758,277

Option on an interest rate swap with JPMorgan

Chase Bank, N.A. for the right to receive a fixed rate

of 3.665% versus the three month USD-LIBOR-BBA

maturing March 8, 2021. Mar-11/3.665 40,294,600 3,519,733

Option on an interest rate swap with JPMorgan

Chase Bank, N.A. for the right to receive a fixed rate

of 1.885% versus the three month USD-LIBOR-BBA

maturing December 13, 2015. Dec-10/1.885 45,789,100 696,910
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Option on an interest rate swap with JPMorgan

Chase Bank, N.A. for the right to pay a fixed rate

of 1.885% versus the three month USD-LIBOR-BBA

maturing December 13, 2015. Dec-10/1.885 45,789,100 121,799

Option on an interest rate swap with Barclays Bank

PLC for the right to receive a fixed rate of 4.065

versus the three month USD-LIBOR-BBA

maturing October 20, 2020. Oct-10/4.065 11,262,000 1,504,716

Option on an interest rate swap with JPMorgan

Chase Bank, N.A. for the right to pay a fixed rate

of 3.7575% versus the three month USD-LIBOR-BBA

maturing October 20, 2040. Oct-10/3.7575 6,573,200 4,798

Option on an interest rate swap with JPMorgan

Chase Bank, N.A. for the right to pay a fixed rate

of 2.07% versus the three month USD-LIBOR-BBA

maturing October 20, 2015. Oct-10/2.07 79,954,500 �

Option on an interest rate swap with Barclays Bank

PLC for the right to pay a fixed rate of 4.065 versus

the three month USD-LIBOR-BBA maturing

October 20, 2020. Oct-10/4.065 11,262,000 �

Total purchased options outstanding (cost $8,729,197) $17,352,491

SENIOR LOANS (3.7%)* c Principal amount Value

Basic materials (0.1%)

Georgia-Pacific, LLC bank term loan FRN Ser. B2, 2.326s, 2012 $129,851 $128,951

Momentive Performance Materials, Inc. bank term loan FRN

2.563s, 2013 159,585 152,182

Smurfit-Stone Container Enterprises, Inc. bank term loan

FRN 6 3/4s, 2016 139,650 140,348

421,481

Edgar Filing: PUTNAM MASTER INTERMEDIATE INCOME TRUST - Form N-CSR

66



45

SENIOR LOANS (3.7%)* c cont. Principal amount Value

Communication services (0.8%)

CCO Holdings, LLC/CCO Holdings Capital Corp. bank term

loan FRN 2.759s, 2014 $200,000 $185,500

Charter Communications Operating, LLC bank term loan FRN

Ser. l, 7 1/4s, 2014 224,825 232,132

Charter Communications Operating, LLC bank term loan FRN

2.26s, 2014 100,682 98,195

Charter Communications Operating, LLC bank term loan FRN

Ser. C, 3.79s, 2016 817,377 797,192

Cincinnati Bell, Inc. bank term loan FRN Ser. B, 6 1/2s, 2017 159,599 160,164

Insight Midwest, LP bank term loan FRN Ser. B, 2.099s, 2014 119,814 114,722

Intelsat Corp. bank term loan FRN Ser. B2-A, 3.033s, 2014 207,327 199,357

Intelsat Corp. bank term loan FRN Ser. B2-B, 3.033s, 2014 207,263 199,295

Intelsat Corp. bank term loan FRN Ser. B2-C, 3.033s, 2014 207,263 199,295

Intelsat Jackson Holdings SA bank term loan FRN 3.533s,

2014 (Luxembourg) 460,000 431,250

Level 3 Communications, Inc. bank term loan FRN 2.7s, 2014 158,000 144,231

Level 3 Financing, Inc. bank term loan FRN Ser. B, 8.956s, 2014 95,000 102,481

2,863,814

Consumer cyclicals (1.3%)

CCM Merger, Inc. bank term loan FRN Ser. B, 8 1/2s, 2012 441,363 435,625
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Cedar Fair LP bank term loan FRN Ser. B, 5 1/2s, 2016 79,800 80,381

Cengage Learning Acquisition, Inc. bank term loan FRN

Ser. B, 2.78s, 2014 113,728 101,993

Cenveo, Inc. bank term loan FRN Ser. C, 4.792s, 2013 124,422 122,166

Cenveo, Inc. bank term loan FRN Ser. DD, 4.792s, 2013 4,146 4,071

Clear Channel Communications, Inc. bank term loan FRN

Ser. B, 3.91s, 2016 177,851 139,991

Compucom Systems, Inc. bank term loan FRN 3.77s, 2014 122,726 116,283

Dana Corp. bank term loan FRN 4.691s, 2015 161,072 159,203

Dex Media West, LLC bank term loan FRN Ser. A, 7s, 2014 159,843 138,641

GateHouse Media, Inc. bank term loan FRN Ser. B, 2.51s, 2014 219,537 81,503

GateHouse Media, Inc. bank term loan FRN Ser. B, 2.27s, 2014 512,344 190,208

GateHouse Media, Inc. bank term loan FRN Ser. DD, 2.261s, 2014 191,173 70,973

Golden Nugget, Inc. bank term loan FRN 3.267s, 2014 PIK 57,738 46,166

Golden Nugget, Inc. bank term loan FRN Ser. B, 3.27s, 2014 PIK 101,432 81,103

Harrah�s Operating Co., Inc. bank term loan FRN Ser. B1,

3.498s, 2015 265,000 227,699

Harrah�s Operating Co., Inc. bank term loan FRN Ser. B2,

3.498s, 2015 309,439 266,181

Isle of Capri Casinos, Inc. bank term loan FRN 5s, 2013 86,804 83,050

Isle of Capri Casinos, Inc. bank term loan FRN Ser. A, 5s, 2013 30,538 29,218

Isle of Capri Casinos, Inc. bank term loan FRN Ser. B, 5s, 2013 34,722 33,220
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Jarden Corp. bank term loan FRN Ser. B4, 3.783s, 2015 165,265 164,300

Michaels Stores, Inc. bank term loan FRN Ser. B, 2.634s, 2013 116,073 112,025

National Bedding Co. bank term loan FRN 2.38s, 2011 88,702 85,043

R.H. Donnelley, Inc. bank term loan FRN Ser. B, 9s, 2014 562,436 494,944

Realogy Corp. bank term loan FRN 0.106s, 2013 82,853 73,497

Realogy Corp. bank term loan FRN Ser. B, 3.258s, 2013 607,428 538,839
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SENIOR LOANS (3.7%)* c cont. Principal amount Value

Consumer cyclicals cont.

ServiceMaster Co. (The) bank term loan FRN Ser. B, 2.772s, 2014 $226,415 $212,830

ServiceMaster Co. (The) bank term loan FRN Ser. DD, 2.77s, 2014 22,941 21,564

Six Flags Theme Parks bank term loan FRN 9 1/4s, 2016 160,000 164,731

Six Flags Theme Parks bank term loan FRN Ser. B, 6s, 2016 212,857 213,494

Tribune Co. bank term loan FRN Ser. B, 5 1/4s,

2014 (In default) � 463,000 300,950

Univision Communications, Inc. bank term loan FRN Ser. B,

2.51s, 2014 172,792 151,193

Yankee Candle Co., Inc. bank term loan FRN 2.27s, 2014 96,106 91,923

5,033,008

Consumer staples (0.4%)

Claire�s Stores, Inc. bank term loan FRN 3.074s, 2014 228,593 197,933
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Revlon Consumer Products bank term loan FRN 6.245s, 2015 962,588 957,975

Rite-Aid Corp. bank term loan FRN Ser. B, 2.013s, 2014 97,500 86,559

Spectrum Brands, Inc. bank term loan FRN 8.05s, 2016 160,000 162,767

West Corp. bank term loan FRN Ser. B2, 2.633s, 2013 111,230 109,343

1,514,577

Energy (0.2%)

EPCO Holdings, Inc. bank term loan FRN Ser. A, 1.256s, 2012 220,000 204,600

Hercules Offshore, Inc. bank term loan FRN Ser. B, 6s, 2013 130,971 112,682

MEG Energy Corp. bank term loan FRN 6s, 2016 (Canada) 410,726 411,240

728,522

Financials (�%)

AGFS Funding Co. bank term loan FRN 7 1/4s, 2015 105,000 105,394

HUB International Holdings, Inc. bank term loan FRN 6 3/4s, 2014 72,270 71,367

176,761

Health care (0.5%)

Ardent Health Systems bank term loan FRN Ser. B, 6 1/2s, 2015 150,732 147,388

Health Management Associates, Inc. bank term loan FRN

2.283s, 2014 1,275,450 1,202,431

IASIS Healthcare Corp. bank term loan FRN Ser. DD, 2.26s, 2014 119,143 114,030

IASIS Healthcare, LLC/IASIS Capital Corp. bank term loan

FRN 7.62s, 2014 32,503 31,108

IASIS Healthcare, LLC/IASIS Capital Corp. bank term loan

FRN 5.725s, 2014 �� 131,146 124,916

IASIS Healthcare, LLC/IASIS Capital Corp. bank term loan

FRN Ser. B, 2.26s, 2014 344,232 329,459
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Select Medical Corp. bank term loan FRN Ser. B, 2.339s, 2012 10,682 10,508

1,959,840

Technology (0.1%)

First Data Corp. bank term loan FRN Ser. B1, 3.01s, 2014 292,880 257,771

257,771

Transportation (0.1%)

Swift Transportation Co., Inc. bank term loan FRN 6.563s, 2014 400,000 389,844

389,844

Utilities and power (0.2%)

NRG Energy, Inc. bank term loan FRN 3.783s, 2015 171,649 166,821

NRG Energy, Inc. bank term loan FRN 2.033s, 2013 54,318 54,142

NRG Energy, Inc. bank term loan FRN 1.933s, 2013 66 64

NRG Energy, Inc. bank term loan FRN Ser. B, 3.783s, 2015 204,572 203,732
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SENIOR LOANS (3.7%)* c cont. Principal amount Value

Utilities and power cont.

Texas Competitive Electric Holdings Co., LLC bank term loan

FRN Ser. B3, 3.759s, 2014 (United Kingdom) $193,447 $149,599

Texas Competitive Electric Holdings Co., LLC bank term loan

FRN Ser. B2, 3.924s, 2014 (United Kingdom) 265,945 206,255

780,613

Total senior loans (cost $15,247,975) $14,126,231
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U.S. TREASURY OBLIGATIONS (1.6%)* Principal amount Value

U.S. Treasury Notes 2.71s, October 31, 2013 i $104,000 $111,775

U.S. Treasury Notes 2.625s, February 29, 2016 i 113,000 120,378

U.S. Treasury Notes 2.375s, August 31, 2014 i 407,000 430,321

U.S. Treasury Notes 6.625s, February 15, 2027 i 1,235,000 1,793,331

U.S. Treasury Inflation Protected Securities 1.375s,

January 15, 2020 i 1,387,214 1,478,590

U.S. Treasury Inflation Protected Securities 2s,

July 15, 2014 i 2,021,667 2,195,126

Total U.S. treasury obligations (cost $6,129,521) $6,129,521

U.S. GOVERNMENT AND AGENCY

MORTGAGE OBLIGATIONS (0.4%)* Principal amount Value

Government National Mortgage Association Pass-Through

Certificates 6 1/2s, November 20, 2038 $1,281,301 $1,406,879

Total U.S. government and agency mortgage obligations (cost $1,356,177) $1,406,879

CONVERTIBLE BONDS AND NOTES (0.3%)* Principal amount Value

Advanced Micro Devices, Inc. cv. sr. unsec. notes 6s, 2015 $238,000 $234,133

Ford Motor Co. cv. sr. unsec. notes 4 1/4s, 2016 157,000 234,699

General Growth Properties, Inc. 144A cv. sr. notes 3.98s,

2027 (In default) �R 395,000 420,675

Steel Dynamics, Inc. cv. sr. notes 5 1/8s, 2014 195,000 221,934
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Total convertible bonds and notes (cost $935,952) $1,111,441

PREFERRED STOCKS (0.1%)* Shares Value

GMAC, Inc. 144A Ser. G, 7.00% cum. pfd. 228 $209,190

Total preferred stocks (cost $76,202) $209,190

COMMON STOCKS (0.1%)* Shares Value

Bohai Bay Litigation, LLC (Escrow) �F 991 $3,091

Nortek, Inc. � 4,663 186,520

Trump Entertainment Resorts, Inc. F 94 1,504

Vertis Holdings, Inc. �F 11,336 11

Total common stocks (cost $165,179) $191,126
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WARRANTS (�%)* � Expiration Strike

date price Warrants Value

Charter Communications, Inc. Class A 11/30/14 $46.86 20 $120

Smurfit Kappa Group PLC 144A (Ireland) F 10/01/13 EUR .001 508 26,504

Vertis Holdings, Inc. F 10/18/15 $0.01 752 �

Total warrants (cost $19,277) $26,624
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CONVERTIBLE PREFERRED STOCKS (�%)* Shares Value

Lehman Brothers Holdings, Inc. Ser. P,

7.25% cv. pfd. (In default) � 667 $667

Total convertible preferred stocks (cost $628,699) $667

SHORT-TERM INVESTMENTS (20.5%)* Principal amount/shares Value

Putnam Money Market Liquidity Fund 0.15% e 3,999,910 $3,999,910

Egypt Treasury Bills with an effective yield of 10.10%,

March 8, 2011 EGP 575,000 96,850

Egypt Treasury Bills with an effective yield of 10.15%,

October 19, 2010 EGP 5,500,000 961,597

Egypt Treasury Bills with an effective yield of 9.99%,

November 2, 2010 EGP 2,750,000 479,108

Egypt Treasury Bills with an effective yield of 9.63%,

November 23, 2010 EGP 6,150,000 1,065,644

Egypt Treasury Bills with an effective yield of 9.35%,

December 28, 2010 EGP 3,950,000 678,320

U.S. Treasury Bills with effective yields ranging from

0.22% to 0.24%, July 28, 2011 # ## $7,688,000 7,673,239

U.S. Treasury Bills with effective yields ranging from

0.20% to 0.27%, June 2, 2011 ## 5,417,000 5,409,633

U.S. Treasury Bills with effective yields ranging from

0.16% to 0.29%, March 10, 2011 ## 25,245,000 25,224,552

U.S. Treasury Bills with effective yields ranging from

0.23% to 0.33%, December 16, 2010 # ## 7,031,000 7,029,102
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U.S. Treasury Bills with an effective yield of zero %,

October 14, 2010 i 300,000 300,000

U.S. Treasury Bills with an effective yield of zero %,

June 2, 2011 i 1,593,000 1,590,770

U.S. Treasury Bills with an effective yield of zero %,

November 12, 2010 i 2,130,000 2,129,574

U.S. Treasury Bills with an effective yield of zero %,

December 2, 2010 i 2,901,000 2,900,420

SSgA Prime Money Market Fund 0.18% i P 1,480,000 1,480,000

U.S. Treasury Bills with effective yields ranging from

0.24% to 0.28%, November 18, 2010 # ## 17,043,000 17,037,596

Total short-term investments (cost $78,049,654) $78,056,315

TOTAL INVESTMENTS

Total investments (cost $436,868,962) $467,281,360
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Key to holding�s currency abbreviations

ARS Argentine Peso

AUD Australian Dollar

BRL Brazilian Real

CAD Canadian Dollar

CHF Swiss Franc

CLP Chilean Peso

EGP Egyptian Pound

EUR Euro

GBP British Pound

INR Indian Rupee

JPY Japanese Yen

Edgar Filing: PUTNAM MASTER INTERMEDIATE INCOME TRUST - Form N-CSR

75



MXN Mexican Peso

PLN Polish Zloty

RUB Russian Ruble

TRY Turkish Lira

Key to holding�s abbreviations

EMTN Euro Medium Term Notes

FRB Floating Rate Bonds

FRN Floating Rate Notes

IFB Inverse Floating Rate Bonds

IO Interest Only

OJSC Open Joint Stock Company

PO Principal Only

Notes to the fund�s portfolio

Unless noted otherwise, the notes to the fund�s portfolio are for the close of the fund�s reporting period, which ran from October 1,
2009 through September 30, 2010 (the reporting period).

* Percentages indicated are based on net assets of $381,355,379.

� Non-income-producing security.

��The interest rate and date shown parenthetically represent the new interest rate to be paid and the date the fund will begin
accruing interest at this rate.

�� Income may be received in cash or additional securities at the discretion of the issuer.

# These securities, in part or in entirety, were pledged and segregated with the broker to cover margin requirements for futures
contracts at the close of the reporting period.

## These securities, in part or in entirety, were pledged and segregated with the custodian for collateral on certain derivatives
contracts at the close of the reporting period.

c Senior loans are exempt from registration under the Securities Act of 1933, as amended, but contain certain restrictions on
resale and cannot be sold publicly. These loans pay interest at rates which adjust periodically. The interest rates shown for senior
loans are the current interest rates at the close of the reporting period. Senior loans are also subject to mandatory and/or
optional prepayment which cannot be predicted. As a result, the remaining maturity may be substantially less than the stated
maturity shown (Notes 1 and 7).

e See Note 6 to the financial statements regarding investments in Putnam Money Market Liquidity Fund. The rate quoted in the
security description is the annualized 7-day yield of the fund at the close of the reporting period.

F Is valued at fair value following procedures approved by the Trustees. Securities may be classified as Level 2 or Level 3 for
Accounting Standards Codification ASC 820 Fair Value Measurements and Disclosures (ASC 820) based on the securities
valuation inputs.
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i Securities purchased with cash or securities received, that were pledged to the fund for collateral on certain derivatives
contracts (Note 1).

50

P The rate quoted in the security description is the annualized 7-day yield of the fund at the close of the reporting period.

R Real Estate Investment Trust.

At the close of the reporting period, the fund is maintaining liquid assets totaling $287,760,846 to cover certain derivatives
contracts.

Debt obligations are considered secured unless otherwise indicated.

144A after the name of an issuer represents securities exempt from registration under Rule 144A under the Securities Act of
1933, as amended. These securities may be resold in transactions exempt from registration, normally to qualified institutional
buyers.

The rates shown on FRB and FRN are the current interest rates at the close of the reporting period.

The dates shown on debt obligations are the original maturity dates.

IFB are securities that pay interest rates that vary inversely to changes in the market interest rates. As interest rates rise, inverse
floaters produce less current income. The interest rates shown are the current interest rates at the close of the reporting period.

DIVERSIFICATION BY COUNTRY

Distribution of investments by country of risk at the close of the reporting period (as a percentage of Portfolio Value):

United States 85.2% Turkey 0.6%

Russia 3.6 Canada 0.6

Argentina 1.8 United Kingdom 0.5

Venezuela 1.4 Philippines 0.5

Indonesia 0.9 Luxembourg 0.5

Brazil 0.9 Other 2.8

Egypt 0.7 Total 100.0%
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FORWARD CURRENCY CONTRACTS at 9/30/10 (aggregate face value $204,606,907)

Unrealized

Contract Delivery Aggregate appreciation/

Counterparty Currency type date Value face value (depreciation)

Bank of America, N.A.

Australian Dollar Buy 10/20/10 $5,432,538 $5,091,893 $340,645

Brazilian Real Buy 10/20/10 2,039,308 1,997,691 41,617

British Pound Buy 10/20/10 721,253 708,971 12,282

Canadian Dollar Sell 10/20/10 845,664 846,387 723

Chilean Peso Buy 10/20/10 774,783 761,660 13,123

Czech Koruna Sell 10/20/10 850,744 790,370 (60,374)

Euro Buy 10/20/10 1,395,112 1,378,429 16,683

Japanese Yen Buy 10/20/10 1,288,253 1,275,175 13,078

Mexican Peso Sell 10/20/10 26,877 25,989 (888)

Norwegian Krone Buy 10/20/10 1,454,065 1,399,900 54,165

Singapore Dollar Sell 10/20/10 1,182,960 1,158,808 (24,152)

South Korean Won Buy 10/20/10 786,747 769,878 16,869

Swedish Krona Buy 10/20/10 926,702 859,672 67,030

Swiss Franc Sell 10/20/10 3,106,410 3,013,255 (93,155)

Taiwan Dollar Sell 10/20/10 772,819 761,898 (10,921)
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Turkish Lira Buy 10/20/10 818,567 779,016 39,551
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FORWARD CURRENCY CONTRACTS at 9/30/10 (aggregate face value $204,606,907) cont.

Unrealized

Contract Delivery Aggregate appreciation/

Counterparty Currency type date Value face value (depreciation)

Barclays Bank PLC

Australian Dollar Buy 10/20/10 $1,848,387 $1,792,874 $55,513

Brazilian Real Buy 10/20/10 1,967,823 1,924,997 42,826

British Pound Sell 10/20/10 520,591 509,506 (11,085)

Canadian Dollar Sell 10/20/10 791,387 793,663 2,276

Chilean Peso Buy 10/20/10 381,531 370,539 10,992

Czech Koruna Sell 10/20/10 803,784 746,359 (57,425)

Euro Sell 10/20/10 2,622,603 2,475,197 (147,406)

Hungarian Forint Sell 10/20/10 395,409 352,472 (42,937)

Japanese Yen Sell 10/20/10 102,288 101,262 (1,026)

Mexican Peso Sell 10/20/10 23,759 23,824 65

New Zealand Dollar Sell 10/20/10 773,845 759,302 (14,543)

Norwegian Krone Buy 10/20/10 4,242,782 4,086,128 156,654

Polish Zloty Buy 10/20/10 1,224,231 1,146,611 77,620
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Singapore Dollar Sell 10/20/10 1,983,285 1,942,909 (40,376)

South Korean Won Buy 10/20/10 791,933 777,787 14,146

Swedish Krona Sell 10/20/10 1,285,116 1,244,882 (40,234)

Swiss Franc Sell 10/20/10 1,505,518 1,484,701 (20,817)

Taiwan Dollar Sell 10/20/10 774,974 771,654 (3,320)

Turkish Lira Buy 10/20/10 1,223,303 1,162,672 60,631

Citibank, N.A.

Australian Dollar Buy 10/20/10 656,726 615,441 41,285

Brazilian Real Sell 10/20/10 1,065,150 1,041,129 (24,021)

British Pound Sell 10/20/10 2,522,815 2,480,305 (42,510)

Canadian Dollar Sell 10/20/10 563,192 549,289 (13,903)

Chilean Peso Sell 10/20/10 23,323 22,731 (592)

Czech Koruna Sell 10/20/10 437,034 404,811 (32,223)

Danish Krone Buy 10/20/10 246,375 231,626 14,749

Euro Buy 10/20/10 36,961 34,682 2,279

Japanese Yen Sell 10/20/10 763,539 755,750 (7,789)

Mexican Peso Buy 10/20/10 3,419 3,307 112

Norwegian Krone Buy 10/20/10 444,329 423,605 20,724

Polish Zloty Buy 10/20/10 1,570,102 1,471,737 98,365

Singapore Dollar Sell 10/20/10 791,656 775,147 (16,509)
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South African Rand Sell 10/20/10 394,400 393,900 (500)

South Korean Won Buy 10/20/10 764,161 763,207 954

Swedish Krona Buy 10/20/10 359,704 335,446 24,258

Swiss Franc Buy 10/20/10 330,959 321,110 9,849

Taiwan Dollar Sell 10/20/10 771,951 761,632 (10,319)

Turkish Lira Buy 10/20/10 1,091,147 1,039,858 51,289

Credit Suisse AG

Australian Dollar Buy 10/20/10 3,910,053 3,740,007 170,046

British Pound Sell 10/20/10 731,781 720,429 (11,352)

Canadian Dollar Sell 10/20/10 812,544 792,725 (19,819)

Euro Buy 10/20/10 1,400,158 1,401,391 (1,233)

52

FORWARD CURRENCY CONTRACTS at 9/30/10 (aggregate face value $204,606,907) cont.

Unrealized

Contract Delivery Aggregate appreciation/

Counterparty Currency type date Value face value (depreciation)

Credit Suisse AG cont.

Japanese Yen Buy 10/20/10 $3,060,136 $2,993,832 $66,304

Norwegian Krone Sell 10/20/10 149,975 148,306 (1,669)

South African Rand Buy 10/20/10 401,394 400,891 503
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Swedish Krona Sell 10/20/10 2,242,024 2,134,912 (107,112)

Swiss Franc Sell 10/20/10 2,496,357 2,486,063 (10,294)

Turkish Lira Buy 10/20/10 1,220,753 1,161,824 58,929

Deutsche Bank AG

Australian Dollar Buy 10/20/10 2,086,275 1,954,916 131,359

Brazilian Real Buy 10/20/10 1,183,369 1,158,016 25,353

Canadian Dollar Buy 10/20/10 276,538 269,862 6,676

Czech Koruna Sell 10/20/10 818,023 786,537 (31,486)

Euro Buy 10/20/10 264,593 248,332 16,261

Hungarian Forint Buy 10/20/10 7,721 6,898 823

Malaysian Ringgit Buy 10/20/10 182,438 180,879 1,559

Mexican Peso Sell 10/20/10 38,205 36,947 (1,258)

New Zealand Dollar Sell 10/20/10 381,820 381,337 (483)

Norwegian Krone Buy 10/20/10 1,984,368 1,910,293 74,075

Polish Zloty Buy 10/20/10 2,331,224 2,185,951 145,273

Singapore Dollar Sell 10/20/10 791,808 775,614 (16,194)

Swedish Krona Sell 10/20/10 2,692,539 2,553,133 (139,406)

Swiss Franc Sell 10/20/10 1,871,223 1,812,475 (58,748)

Taiwan Dollar Sell 10/20/10 382,490 380,564 (1,926)

Turkish Lira Buy 10/20/10 1,189,609 1,135,683 53,926
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Goldman Sachs International

Australian Dollar Buy 10/20/10 4,878,978 4,571,627 307,351

British Pound Sell 10/20/10 429,609 422,392 (7,217)

Canadian Dollar Sell 10/20/10 2,422,700 2,363,721 (58,979)

Chilean Peso Buy 10/20/10 747,498 735,635 11,863

Euro Sell 10/20/10 704,444 657,269 (47,175)

Hungarian Forint Buy 10/20/10 13,310 11,884 1,426

Japanese Yen Sell 10/20/10 63,302 62,619 (683)

Norwegian Krone Buy 10/20/10 2,225,470 2,139,977 85,493

Polish Zloty Buy 10/20/10 1,217,905 1,139,988 77,917

Swedish Krona Buy 10/20/10 705,238 650,265 54,973

Swiss Franc Sell 10/20/10 1,688,625 1,621,717 (66,908)

HSBC Bank USA, National Association

Australian Dollar Sell 10/20/10 99,100 92,910 (6,190)

British Pound Sell 10/20/10 1,583,842 1,556,963 (26,879)

Euro Buy 10/20/10 403,163 378,353 24,810

Japanese Yen Sell 10/20/10 451,178 446,684 (4,494)

Norwegian Krone Buy 10/20/10 398,493 383,611 14,882

Singapore Dollar Sell 10/20/10 1,182,200 1,156,297 (25,903)

South Korean Won Buy 10/20/10 392,653 379,875 12,778

Edgar Filing: PUTNAM MASTER INTERMEDIATE INCOME TRUST - Form N-CSR

83



Swiss Franc Sell 10/20/10 1,304,986 1,265,927 (39,059)

Taiwan Dollar Sell 10/20/10 771,929 763,164 (8,765)
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FORWARD CURRENCY CONTRACTS at 9/30/10 (aggregate face value $204,606,907) cont.

Unrealized

Contract Delivery Aggregate appreciation/

Counterparty Currency type date Value face value (depreciation)

JPMorgan Chase Bank, N.A.

Australian Dollar Buy 10/20/10 $2,191,853 $2,118,969 $72,884

Brazilian Real Buy 10/20/10 1,696,909 1,660,362 36,547

British Pound Sell 10/20/10 1,035,211 1,020,748 (14,463)

Canadian Dollar Sell 10/20/10 193,275 193,438 163

Chilean Peso Buy 10/20/10 799,385 779,564 19,821

Czech Koruna Sell 10/20/10 1,261,814 1,194,581 (67,233)

Euro Sell 10/20/10 2,830,049 2,669,922 (160,127)

Hungarian Forint Buy 10/20/10 428,468 383,457 45,011

Japanese Yen Buy 10/20/10 684,078 676,565 7,513

Malaysian Ringgit Buy 10/20/10 487,160 483,664 3,496

Mexican Peso Sell 10/20/10 211,232 212,252 1,020

New Zealand Dollar Sell 10/20/10 779,718 755,504 (24,214)
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Norwegian Krone Buy 10/20/10 2,423,135 2,309,708 113,427

Polish Zloty Sell 10/20/10 1,665,749 1,561,644 (104,105)

Singapore Dollar Sell 10/20/10 1,587,191 1,554,815 (32,376)

South African Rand Buy 10/20/10 375,808 375,864 (56)

South Korean Won Buy 10/20/10 773,327 763,670 9,657

Swedish Krona Sell 10/20/10 2,079,343 2,048,884 (30,459)

Swiss Franc Sell 10/20/10 4,553,134 4,482,127 (71,007)

Taiwan Dollar Sell 10/20/10 772,691 759,106 (13,585)

Turkish Lira Buy 10/20/10 833,794 794,133 39,661

Royal Bank of Scotland PLC (The)

Australian Dollar Buy 10/20/10 4,659,232 4,421,890 237,342

British Pound Buy 10/20/10 1,332,669 1,326,047 6,622

Canadian Dollar Sell 10/20/10 1,295,245 1,298,932 3,687

Czech Koruna Sell 10/20/10 1,287,922 1,196,653 (91,269)

Euro Sell 10/20/10 939,440 877,786 (61,654)

Hungarian Forint Sell 10/20/10 25,920 23,149 (2,771)

Japanese Yen Buy 10/20/10 553,291 547,400 5,891

Norwegian Krone Buy 10/20/10 2,930,461 2,789,276 141,185

Polish Zloty Buy 10/20/10 1,639,517 1,534,726 104,791

Swedish Krona Sell 10/20/10 2,948,566 2,884,596 (63,970)
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Swiss Franc Sell 10/20/10 2,332,304 2,273,908 (58,396)

Turkish Lira Buy 10/20/10 833,863 793,470 40,393

State Street Bank and Trust Co.

Australian Dollar Buy 10/20/10 3,135,686 2,995,802 139,884

British Pound Buy 10/20/10 1,722,051 1,735,111 (13,060)

Canadian Dollar Sell 10/20/10 1,489,590 1,490,298 708

Euro Sell 10/20/10 1,513,769 1,420,583 (93,186)

Hungarian Forint Sell 10/20/10 411,683 367,317 (44,366)

Japanese Yen Sell 10/20/10 129,827 128,533 (1,294)

Malaysian Ringgit Buy 10/20/10 487,160 483,322 3,838

Mexican Peso Sell 10/20/10 381,989 383,622 1,633

Norwegian Krone Buy 10/20/10 155,587 149,779 5,808
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FORWARD CURRENCY CONTRACTS at 9/30/10 (aggregate face value $204,606,907) cont.

Unrealized

Contract Delivery Aggregate appreciation/

Counterparty Currency type date Value face value (depreciation)

State Street Bank and Trust Co. cont.

Polish Zloty Buy 10/20/10 $1,226,741 $1,150,073 $76,668

Swedish Krona Sell 10/20/10 1,063,415 1,015,799 (47,616)
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Swiss Franc Buy 10/20/10 161,913 157,036 4,877

Taiwan Dollar Sell 10/20/10 778,784 766,627 (12,157)

UBS AG

Australian Dollar Buy 10/20/10 6,681,042 6,346,910 334,132

British Pound Sell 10/20/10 1,238,702 1,245,214 6,512

Canadian Dollar Sell 10/20/10 1,196,808 1,198,846 2,038

Czech Koruna Sell 10/20/10 1,266,953 1,177,455 (89,498)

Euro Buy 10/20/10 2,250,537 2,166,321 84,216

Japanese Yen Sell 10/20/10 2,475,849 2,450,795 (25,054)

Mexican Peso Sell 10/20/10 21,419 20,970 (449)

Norwegian Krone Buy 10/20/10 8,185,428 7,908,882 276,546

South African Rand Buy 10/20/10 412,864 396,201 16,663

Swedish Krona Sell 10/20/10 1,517,799 1,496,819 (20,980)

Swiss Franc Sell 10/20/10 3,192,411 3,098,852 (93,559)

Westpac Banking Corp.

Australian Dollar Buy 10/20/10 683,748 653,641 30,107

British Pound Buy 10/20/10 1,142,849 1,137,152 5,697

Canadian Dollar Sell 10/20/10 187,828 183,356 (4,472)

Euro Sell 10/20/10 1,177,437 1,110,277 (67,160)

Japanese Yen Buy 10/20/10 726,214 718,370 7,844
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New Zealand Dollar Sell 10/20/10 395,622 383,360 (12,262)

Norwegian Krone Buy 10/20/10 2,378,762 2,267,136 111,626

Swedish Krona Sell 10/20/10 846,250 834,595 (11,655)

Swiss Franc Sell 10/20/10 1,782,676 1,731,304 (51,372)

Total $1,846,759

FUTURES CONTRACTS OUTSTANDING at 9/30/10

Unrealized

Number of Expiration appreciation/

contracts Value date (depreciation)

Australian Government Treasury

Bond 10 yr (Long) 3 $2,067,180 Dec-10 $1,075

Canadian Government Bond

10 yr (Long) 6 738,426 Dec-10 8,420

Euro-Bobl 5 yr (Short) 7 1,151,626 Dec-10 4,178

Euro-Bund 10 yr (Long) 12 2,151,325 Dec-10 (5,115)

Euro-Schatz 2 yr (Short) 188 27,973,910 Dec-10 107,953

Japanese Government Bond

10 yr (Short) 8 13,758,964 Dec-10 (211,437)

Japanese Government Bond

10 yr Mini (Long) 5 859,815 Dec-10 10,888

U.K. Gilt 10 yr (Long) 81 15,825,383 Dec-10 (140,394)

U.S. Treasury Bond 20 yr (Short) 345 46,132,969 Dec-10 (578,312)
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FUTURES CONTRACTS OUTSTANDING at 9/30/10 cont.

Unrealized

Number of Expiration appreciation/

contracts Value date (depreciation)

U.S, Treasury Bond 30 yr (Long) 279 $39,417,469 Dec-10 $(405,678)

U.S. Treasury Note 2 yr (Long) 340 74,624,688 Dec-10 142,698

U.S. Treasury Note 5 yr (Long) 71 8,581,570 Dec-10 59,927

U.S. Treasury Note 10 yr (Long) 48 6,050,250 Dec-10 (18,841)

Total $(1,024,638)

WRITTEN OPTIONS OUTSTANDING at 9/30/10 (premiums received $34,911,373)

Contract Expiration date/

amount strike price Value

Option on an interest rate swap with JPMorgan Chase

Bank, N.A. for the obligation to pay a fixed rate of 4.82%

versus the three month USD-LIBOR-BBA maturing

September 12, 2018. $1,469,000 Sep-13/4.82 $127,349

Option on an interest rate swap with JPMorgan Chase

Bank, N.A. for the obligation to receive a fixed rate

of 4.82% versus the three month USD-LIBOR-BBA

maturing September 12, 2018. 1,469,000 Sep-13/4.82 16,787

Option on an interest rate swap with Barclays Bank

PLC for the obligation to receive a fixed rate of 5.36%
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versus the three month USD-LIBOR-BBA maturing

February 13, 2025. 1,584,020 Feb-15/5.36 49,485

Option on an interest rate swap with Barclays Bank

PLC for the obligation to pay a fixed rate of 5.36%

versus the three month USD-LIBOR-BBA maturing

February 13, 2025. 1,584,020 Feb-15/5.36 231,742

Option on an interest rate swap with JPMorgan Chase

Bank, N.A. for the obligation to receive a fixed rate

of 4.02% versus the three month USD-LIBOR-BBA

maturing October 14, 2020. 3,157,400 Oct-10/4.02 �

Option on an interest rate swap with JPMorgan Chase

Bank, N.A. for the obligation to pay a fixed rate of 4.02%

versus the three month USD-LIBOR-BBA maturing

October 14, 2020. 3,157,400 Oct-10/4.02 410,967

Option on an interest rate swap with Bank of America,

N.A. for the obligation to receive a fixed rate of 4.55%

versus the three month USD-LIBOR-BBA maturing

August 17, 2021. 5,530,000 Aug-11/4.55 22,618

Option on an interest rate swap with Bank of America,

N.A. for the obligation to pay a fixed rate of 4.55%

versus the three month USD-LIBOR-BBA maturing

August 17, 2021. 5,530,000 Aug-11/4.55 828,560

Option on an interest rate swap with JPMorgan Chase

Bank, N.A. for the obligation to receive a fixed rate

of 4.375% versus the three month USD-LIBOR-BBA

maturing August 10, 2045. 5,571,800 Aug-15/4.375 558,796

Option on an interest rate swap with JPMorgan Chase

Bank, N.A. for the obligation to pay a fixed rate of

4.375% versus the three month USD-LIBOR-BBA

maturing August 10, 2045. 5,571,800 Aug-15/4.375 996,015

56
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WRITTEN OPTIONS OUTSTANDING at 9/30/10 (premiums received $34,911,373) cont.

Contract Expiration date/

amount strike price Value

Option on an interest rate swap with JPMorgan Chase

Bank, N.A. for the obligation to receive a fixed rate

of 4.46% versus the three month USD-LIBOR-BBA

maturing August 7, 2045. $5,571,800 Aug-15/4.46 $530,212

Option on an interest rate swap with JPMorgan Chase

Bank, N.A. for the obligation to pay a fixed rate of 4.46%

versus the three month USD-LIBOR-BBA maturing

August 7, 2045. 5,571,800 Aug-15/4.46 1,038,563

Option on an interest rate swap with JPMorgan Chase

Bank, N.A. for the obligation to receive a fixed rate

of 5.27% versus the three month USD-LIBOR-BBA

maturing February 12, 2025. 5,766,760 Feb-15/5.27 187,413

Option on an interest rate swap with JPMorgan Chase

Bank, N.A. for the obligation to pay a fixed rate of 5.27%

versus the three month USD-LIBOR-BBA maturing

February 12, 2025. 5,766,760 Feb-15/5.27 812,709

Option on an interest rate swap with JPMorgan Chase

Bank, N.A. for the obligation to receive a fixed rate

of 4.8675% versus the three month USD-LIBOR-BBA

maturing April 12, 2022. 6,409,500 Apr-12/4.8675 57,988

Option on an interest rate swap with JPMorgan Chase

Bank, N.A. for the obligation to pay a fixed rate of

4.8675% versus the three month USD-LIBOR-BBA

maturing April 12, 2022. 6,409,500 Apr-12/4.8675 1,017,687

Option on an interest rate swap with Bank of America,

N.A. for the obligation to receive a fixed rate of 4.475%

versus the three month USD-LIBOR-BBA maturing

August 19, 2021. 7,124,000 Aug-11/4.475 32,699
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Option on an interest rate swap with Bank of America,

N.A. for the obligation to pay a fixed rate of 4.475%

versus the three month USD-LIBOR-BBA maturing

August 19, 2021. 7,124,000 Aug-11/4.475 1,022,365

Option on an interest rate swap with Citibank, N.A.

for the obligation to receive a fixed rate of 4.5475%

versus the three month USD-LIBOR-BBA maturing

July 26, 2021. 9,548,000 Jul-11/4.5475 32,081

Option on an interest rate swap with Citibank, N.A. for

the obligation to pay a fixed rate of 4.5475% versus the

three month USD-LIBOR-BBA maturing July 26, 2021. 9,548,000 Jul-11/4.5475 1,447,095

Option on an interest rate swap with Bank of America,

N.A. for the obligation to receive a fixed rate of 4.765%

versus the three month USD-LIBOR-BBA maturing

August 16, 2021. 10,823,000 Aug-11/4.765 32,361

Option on an interest rate swap with Bank of America,

N.A. for the obligation to pay a fixed rate of 4.765%

versus the three month USD-LIBOR-BBA maturing

August 16, 2021. 10,823,000 Aug-11/4.765 1,816,532

Option on an interest rate swap with Citibank, N.A.

for the obligation to pay a fixed rate of 4.49%

versus the three month USD-LIBOR-BBA maturing

August 17, 2021. 11,060,000 Aug-11/4.49 1,602,373
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WRITTEN OPTIONS OUTSTANDING at 9/30/10 (premiums received $34,911,373) cont.

Contract Expiration date/

amount strike price Value

Option on an interest rate swap with Citibank, N.A.
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for the obligation to receive a fixed rate of 4.49%

versus the three month USD-LIBOR-BBA maturing

August 17, 2021. $11,060,000 Aug-11/4.49 $48,996

Option on an interest rate swap with Bank of America,

N.A. for the obligation to receive a fixed rate of 4.70%

versus the three month USD-LIBOR-BBA maturing

August 8, 2021. 11,515,000 Aug-11/4.70 35,351

Option on an interest rate swap with Bank of America,

N.A. for the obligation to pay a fixed rate of 4.70%

versus the three month USD-LIBOR-BBA maturing

August 8, 2021. 11,515,000 Aug-11/4.70 1,877,060

Option on an interest rate swap with Citibank, N.A.

for the obligation to receive a fixed rate of 4.52%

versus the three month USD-LIBOR-BBA maturing

July 26, 2021. 19,096,000 Jul-11/4.52 66,645

Option on an interest rate swap with Citibank, N.A.

for the obligation to pay a fixed rate of 4.52%

versus the three month USD-LIBOR-BBA maturing

July 26, 2021. 19,096,000 Jul-11/4.52 2,850,269

Option on an interest rate swap with JPMorgan Chase

Bank, N.A. for the obligation to pay a fixed rate of

4.525% versus the three month USD-LIBOR-BBA

maturing July 26, 2021. 20,362,000 Jul-11/4.525 3,047,784

Option on an interest rate swap with JPMorgan Chase

Bank, N.A. for the obligation to receive a fixed rate

of 4.525% versus the three month USD-LIBOR-BBA

maturing July 26, 2021. 20,362,000 Jul-11/4.525 70,656

Option on an interest rate swap with JPMorgan Chase

Bank, N.A. for the obligation to receive a fixed rate

of 4.46% versus the three month USD-LIBOR-BBA

maturing July 26, 2021. 20,362,000 Jul-11/4.46 77,579

Option on an interest rate swap with JPMorgan Chase

Bank, N.A. for the obligation to pay a fixed rate of 4.46%
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versus the three month USD-LIBOR-BBA maturing

July 26, 2021. 20,362,000 Jul-11/4.46 2,930,233

Option on an interest rate swap with JPMorgan Chase

Bank, N.A. for the obligation to pay a fixed rate of 5.51%

versus the three month USD-LIBOR-BBA maturing

May 14, 2022. 25,011,500 May-12/5.51 5,199,153

Option on an interest rate swap with JPMorgan Chase

Bank, N.A. for the obligation to receive a fixed rate

of 5.51% versus the three month USD-LIBOR-BBA

maturing May 14, 2022. 25,011,500 May-12/5.51 142,417

Option on an interest rate swap with JPMorgan Chase

Bank, N.A. for the obligation to receive a fixed rate

of 4.745% versus the three month USD-LIBOR-BBA

maturing July 27, 2021. 30,543,000 Jul-11/4.745 80,328

Option on an interest rate swap with JPMorgan Chase

Bank, N.A. for the obligation to pay a fixed rate of

4.745% versus the three month USD-LIBOR-BBA

maturing July 27, 2021. 30,543,000 Jul-11/4.745 5,125,115
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WRITTEN OPTIONS OUTSTANDING at 9/30/10 (premiums received $34,911,373) cont.

Contract Expiration date/

amount strike price Value

Option on an interest rate swap with JPMorgan Chase

Bank, N.A. for the obligation to pay a fixed rate of 3.11%

versus the three month USD-LIBOR-BBA maturing

February 9, 2021. $33,286,900 Feb-11/3.11 $1,543,514

Option on an interest rate swap with JPMorgan Chase

Bank, N.A. for the obligation to receive a fixed rate

of 3.11% versus the three month USD-LIBOR-BBA
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maturing February 9, 2021. 33,286,900 Feb-11/3.11 333,535

Option on an interest rate swap with JPMorgan Chase

Bank, N.A. for the obligation to receive a fixed rate of

3.04 versus the three month USD-LIBOR-BBA maturing

February 9, 2021. 33,286,900 Feb-11/3.04 387,792

Option on an interest rate swap with JPMorgan Chase

Bank, N.A. for the obligation to pay a fixed rate of 3.04%

versus the three month USD-LIBOR-BBA maturing

February 9, 2021. 33,286,900 Feb-11/3.04 1,389,062

Option on an interest rate swap with Barclays Bank

PLC for the obligation to receive a fixed rate of 4.7375%

versus the three month USD-LIBOR-BBA maturing

March 9, 2021. 40,294,600 Mar-11/4.7375 15,312

Option on an interest rate swap with JPMorgan Chase

Bank, N.A. for the obligation to receive a fixed rate

of 4.665% versus the three month USD-LIBOR-BBA

maturing March 8, 2021. 40,294,600 Mar-11/4.665 16,924

Option on an interest rate swap with JPMorgan Chase

Bank, N.A. for the obligation to receive a fixed rate

of 4.04% versus the three month USD-LIBOR-BBA

maturing September 11, 2025. 41,033,400 Sep-15/4.04 2,745,545

Option on an interest rate swap with JPMorgan Chase

Bank, N.A. for the obligation to pay a fixed rate of 4.04%

versus the three month USD-LIBOR-BBA maturing

September 11, 2025. 41,033,400 Sep-15/4.04 2,981,079

Total $43,836,746

INTEREST RATE SWAP CONTRACTS OUTSTANDING at 9/30/10

Upfront Payments Payments Unrealized

Swap counterparty/ premium Termination made by received by appreciation/

Notional amount received (paid) date fund per annum fund per annum (depreciation)
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Bank of America,
N.A.

AUD 7,460,000 $� 9/17/15 6 month AUD-

BBR-BBSW 5.38% $(18,748)

AUD 3,830,000 � 9/17/20 5.5725% 6 month AUD-

BBR-BBSW (8,459)

AUD 3,820,000 � 9/22/20 5.685% 6 month AUD-

BBR-BBSW (37,015)

AUD 7,440,000 � 9/22/15 6 month AUD-

BBR-BBSW 5.56% 31,440

CAD 3,470,000 � 9/21/20 3.1025% 3 month CAD-

BA-CDOR (66,472)

AUD 10,470,000 � 9/29/15 6 month AUD-

BBR-BBSW 5.5275% 28,666

59

INTEREST RATE SWAP CONTRACTS OUTSTANDING at 9/30/10 cont.

Upfront Payments Payments Unrealized

Swap counterparty/ premium Termination made by received by appreciation/

Notional amount received (paid) date fund per annum fund per annum (depreciation)

Bank of America, N.A. cont.

AUD 6,060,000 $� 9/29/20 5.63% 6 month AUD-

BBR-BBSW $(33,384)

$101,286,100 (19,419) 6/4/12 1.24% 3 month USD-

LIBOR-BBA (1,616,173)

GBP 14,200,000 � 6/15/12 6 month GBP-

LIBOR-BBA 1.5225% 157,502
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GBP 8,320,000 � 6/15/15 2.59% 6 month GBP-

LIBOR-BBA (411,020)

$89,098,900 53,307 7/23/15 1.90% 3 month USD-

LIBOR-BBA (2,056,957)

Barclays Bank PLC

AUD 4,030,000 E � 2/4/20 6 month AUD-

BBR-BBSW 6.8% 147,736

AUD 4,300,000 � 10/1/15 6 month AUD-

BBR-BBSW 5.43% �

$24,982,600 E � 3/9/21 4.2375% 3 month USD-

LIBOR-BBA (3,360,909)

10,469,300 (239,485) 9/21/20 3 month USD-

LIBOR-BBA 3.95% 1,082,853

518,500 13,611 9/28/20 4.02% 3 month USD-

LIBOR-BBA (54,796)

14,464,300 (4,651) 4/16/13 1.78% 3 month USD-

LIBOR-BBA (484,636)

AUD 8,430,000 � 5/24/15 5.505% 6 month AUD-

BBR-BBSW (38,963)

AUD 2,940,000 � 7/27/15 5.435% 6 month AUD-

BBR-BBSW 1,438

$29,084,600 � 8/9/15 3 month USD-

LIBOR-BBA 1.77% 473,529

GBP 4,860,000 � 8/24/20 2.9525% 6 month GBP-

LIBOR-BBA 16,081

GBP 4,860,000 � 8/25/20 2.898% 6 month GBP-

LIBOR-BBA 53,653
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AUD 7,000,000 � 8/26/15 6 month AUD-

BBR-BBSW 5.025% (120,802)

$16,130,000 � 8/27/15 1.6275% 3 month USD-

LIBOR-BBA (134,391)

4,050,000 � 8/27/40 3 month USD-

LIBOR-BBA 3.21625% (79,452)

6,000,000 � 7/6/30 3 month USD-

LIBOR-BBA 3.5675% 379,042

Citibank, N.A.

134,263,100 64,848 6/28/20 3 month USD-

LIBOR-BBA 3.17% 8,746,979

GBP 54,640,000 � 7/1/12 6 month GBP-

LIBOR-BBA 1.43% 425,355

GBP 43,720,000 � 7/1/15 2.45% 6 month GBP-

LIBOR-BBA (1,633,135)

60

INTEREST RATE SWAP CONTRACTS OUTSTANDING at 9/30/10 cont.

Upfront Payments Payments Unrealized

Swap counterparty/ premium Termination made by received by appreciation/

Notional amount received (paid) date fund per annum fund per annum (depreciation)

Citibank, N.A. cont.

GBP 12,960,000 $� 7/1/20 6 month GBP-

LIBOR-BBA 3.3675% $799,823

$133,116,500 25,501 7/9/20 3 month USD-

LIBOR-BBA 3.01% 6,368,466
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14,542,300 � 8/9/20 3 month USD-

LIBOR-BBA 2.89875% 505,948

8,022,000 � 9/1/20 3 month USD-

LIBOR-BBA 2.557% 8,836

20,688,000 � 9/1/12 0.67375% 3 month USD-

LIBOR-BBA (42,287)

87,004,800 � 9/24/12 0.6175% 3 month USD-

LIBOR-BBA (43,833)

25,580,300 � 9/24/20 2.5875% 3 month USD-

LIBOR-BBA (64,382)

Credit Suisse International

CHF 7,220,000 � 7/28/15 1.27% 6 month CHF-

LIBOR-BBA (62,957)

MXN 33,670,000 F � 7/21/20 1 month MXN-

TIIE-BANXICO 6.895% 82,882

$41,900,000 � 9/27/12 3 month USD-

LIBOR-BBA 0.6125% 14,074

1,700,000 � 9/27/20 3 month USD-

LIBOR-BBA 2.53875% (3,774)

CHF 27,430,000 � 5/19/12 0.61583% 6 month CHF-

LIBOR-BBA (119,775)

CHF 27,430,000 � 5/20/12 0.62833% 6 month CHF-

LIBOR-BBA (126,488)

CHF 27,430,000 � 5/25/12 0.5825% 6 month CHF-

LIBOR-BBA (102,166)

GBP 13,500,000 � 7/9/15 2.425% 6 month GBP-

LIBOR-BBA (468,404)
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GBP 7,460,000 � 7/9/20 6 month GBP-

LIBOR-BBA 3.3725% 457,610

Deutsche Bank AG

$127,189,000 (157,194) 2/3/14 2.25% 3 month USD-

LIBOR-BBA (5,840,171)

13,241,400 (31,659) 3/10/18 3.41% 3 month USD-

LIBOR-BBA (1,223,498)

165,330,400 (117,153) 3/16/14 2.25% 3 month USD-

LIBOR-BBA (7,243,866)

95,100,300 (59,837) 7/27/12 0.78% 3 month USD-

LIBOR-BBA (477,574)

184,872,400 (269,381) 7/27/14 1.51% 3 month USD-

LIBOR-BBA (3,232,955)

137,351,800 321,760 7/27/20 3 month USD-

LIBOR-BBA 2.94% 5,765,368

MXN 33,670,000 � 7/17/20 1 month MXN-

TIIE-BANXICO 6.95% 100,741

61

INTEREST RATE SWAP CONTRACTS OUTSTANDING at 9/30/10 cont.

Upfront Payments Payments Unrealized

Swap counterparty/ premium Termination made by received by appreciation/

Notional amount received (paid) date fund per annum fund per annum (depreciation)

Deutsche Bank AG cont.

$128,755,000 $(343,290) 1/8/15 2.84% 3 month USD-

TOTAL
LIABILITIES AND

$ 3,659,204 $ 3,269,534
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STOCKHOLDERS’
EQUITY
Net interest
income1 $ 32,121 $ 28,681
Net interest spread1 3.63 % 3.47 %
Net interest income
to total earning
assets1 3.94 % 3.88 %
Interest bearing
liabilities to earning
assets 88.19 % 88.69 %

1 Tax equivalent basis is calculated using an effective tax rate of 35%.
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PROVISION FOR LOAN AND LEASE LOSSES

The allowance for loan and lease losses is established through a provision charged to expense to provide, in Heartland
management’s opinion, an adequate allowance for loan and lease losses. During the first quarter of 2009, the provision
for loan losses was $6.7 million compared to $1.8 million during the first quarter of 2008. Additions to the allowance
for loan and lease losses during the first quarter of 2009 were driven by a variety of factors including deterioration of
economic conditions, downgrades in internal risk ratings, reductions in appraised values and higher levels of
charge-offs, primarily in Heartland’s Western markets of Arizona, Montana and Colorado.

The adequacy of the allowance for loan and lease losses is determined by management using factors that include the
overall composition of the loan portfolio, general economic conditions, types of loans, loan collateral values, past loss
experience, loan delinquencies, substandard credits, and doubtful credits. For additional details on the specific factors
considered, refer to the critical accounting policies and allowance for loan and lease losses sections of this report.
Heartland believes the allowance for loan and lease losses as of March 31, 2009, was at a level commensurate with the
overall risk exposure of the loan portfolio. However, if economic conditions should become more unfavorable, certain
borrowers may experience difficulty and the level of nonperforming loans, charge-offs and delinquencies could rise
and require further increases in the provision for loan and lease losses.

NONINTEREST INCOME

The table below shows Heartland’s noninterest income for the quarters indicated.

(Dollars in thousands)
Three Months Ended

March 31,
2009

March 31,
2008  Change % Change

NONINTEREST INCOME:
Service charges and fees, net $ 2,887 $ 2,615 $ 272 10%
Loan servicing income 2,786 1,296 1,490 115
Trust fees 1,697 2,021 (324) (16)
Brokerage and insurance commissions 881 892 (11) (1)
Securities gains, net 2,965 362 2,603 719
Loss on trading account securities, net (286) (207) (79) (38)
Impairment loss on securities - (86) 86 100
Gains on sale of loans 1,808 504 1,304 259
Income on bank owned life insurance 130 463 (333) (72)
Other noninterest income (106) 614 (720) (117)
TOTAL NONINTEREST INCOME $ 12,762 $ 8,474 $ 4,288 51%

Noninterest income was $12.8 million during the first quarter of 2009 compared to $8.5 million during the first
quarter of 2008, an increase of $4.3 million or 51 percent. The categories experiencing the largest increases for the
comparative quarters were loan servicing income, securities gains and gains on sale of loans.

Service charges and fees increased $272 thousand or 10 percent during the quarters under comparison. Service
charges on checking and savings accounts, including overdraft fees, recorded during the first quarter of 2009 were
$1.9 million compared to $1.7 million during the first quarter of 2008, an increase of $200 thousand or 12 percent.
These fees were affected by increased service charges on commercial checking accounts as the earnings credit rate
applied to the balances maintained in these accounts had significantly decreased during the first quarter of 2009 in
comparison to the first quarter of 2008  and the resultant earnings credit was  not sufficient to cover the activity
charges. Interchange revenue from activity on bank debit cards, along with surcharges on ATM activity, resulted in
service charges and fees of $791 thousand during the first quarter of 2009 compared to $586 thousand during the first
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quarter of 2008, an increase of $205 thousand or 35 percent.

Loan servicing income increased $1.5 million or 115 percent during the quarters under comparison. This increase was
largely due to an increase in service fees collected on the mortgage loans Heartland sold into the secondary market
while retaining servicing. Heartland’s portfolio of mortgage loans serviced for others totaled $868.6 million at March
31, 2009, compared to $660.4 million at March 31, 2008. During the first quarter of 2009, Heartland banks originated
$305 million in new and refinanced mortgage loans to 1,600 borrowers. Additionally, Heartland assisted nearly 200
customers with modifications to their existing mortgage loans to help them stay in their homes and avoid foreclosure
during this time of financial stress.

Trust fees decreased $324 thousand or 16 percent during the first quarter of 2009 compared to the same quarter in
2008. A large portion of trust fees are based upon the market value of the trust assets, which was $1.30 billion at
March 31, 2009, compared to $1.64 billion at March 31, 2008.

Securities gains totaled $3.0 million during the first quarter of 2009 compared to $362 thousand during the first
quarter of 2008 as securities designed to outperform in a declining rate environment were sold during the first quarter
of 2009 and replaced with securities that are expected to outperform as rates rise.

Gains on sale of loans totaled $1.8 million during the first quarter of 2009 compared to $504 thousand during the first
quarter of 2008. As long-term mortgage loan rates fell below 5.00 percent during the first quarter of 2009, refinancing
activity significantly increased on 15- and 30-year, fixed-rate mortgage loans. Heartland normally elects to sell these
types of loans into the secondary market and retains the servicing on these loans.

Income on bank owned life insurance was $130 thousand for the first quarter of 2009 compared to $463 thousand
during the same quarter of 2008. A large portion of Heartland’s bank owned life insurance is held in a separate account
product that experienced lower yields during the first quarter of 2009.

Other noninterest income decreased $720 thousand or 117 percent during the first quarter of 2009 compared to the
first quarter of 2008. Losses on the market value of failed interest rate hedges totaled $261 thousand during the first
quarter of 2009, whereas, during the first quarter of 2008, gains on the market value of failed interest rate hedges
totaling $224 thousand were recorded. See Note 3 to Heartland’s consolidated financial statements for further
discussion on these derivative transactions. Also affecting other noninterest income during the first quarter of 2008
was the initial public offering of Visa Inc., which provided Heartland with a $246 thousand pre-tax gain.
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NONINTEREST EXPENSES

The table below shows Heartland’s noninterest expense for the quarters indicated.

(Dollars in thousands)
Three Months Ended

March 31,
2009

March 31,
2008  Change % Change

NONINTEREST EXPENSES:
Salaries and employee benefits $ 16,433 $ 14,793 $ 1,640 11%
Occupancy 2,375 2,344 31 1
Furniture and equipment 1,647 1,768 (121) (7)
Outside services 3,217 2,510 707 28
Advertising 583 795 (212) (27)
Intangible assets amortization 235 236 (1) -
Other noninterest expenses 3,796 3,318 478 14
TOTAL NONINTEREST EXPENSES $ 28,286 $ 25,764 $ 2,522 10%

For the first quarter of 2009, noninterest expense totaled $28.3 million, an increase of $2.5 million or 10 percent from
the $25.8 million recorded during the same quarter in 2008. The noninterest expense categories experiencing the
largest increases were salaries and employee benefits, outside services and other noninterest expenses.

The largest component of noninterest expense, salaries and employee benefits, increased $1.6 million or 11 percent
during the first quarter of 2009 compared to the first quarter of 2008, primarily due to the opening of Minnesota Bank
& Trust in April 2008 and additional staffing at Summit Bank & Trust to grow its customer base and at Heartland’s
operations center to provide support services to the bank subsidiaries. Commission expense increased $410 thousand
or 65 percent during the first quarter of 2009 compared to the first quarter of 2008 as activity in residential mortgage
loans increased. Total full-time equivalent employees were 1,049 at March 31, 2009, compared to 995 at March 31,
2008.

The other category of noninterest expense to experience a significant increase during the quarters under comparison
was outside services, which increased $707 thousand or 28 percent, primarily as a result of higher FDIC assessments.

Other noninterest expenses increased $478 thousand or 14 percent for the quarters under comparison, primarily as a
result of costs associated with repossessed property.

INCOME TAX EXPENSE

Heartland’s effective tax rate was 31.71 percent for the first quarter of 2009 compared to 27.86 percent for the first
quarter of 2008. Heartland’s effective tax rate during the first quarter of 2009 did not include any federal rehabilitation
tax credits, whereas Heartland’s effective tax rate during the first quarter of 2008 included $208 thousand in federal
rehabilitation tax credits associated with Dubuque Bank and Trust Company’s ownership interests in limited liability
companies that own certified historic structures. Heartland’s effective tax rate is also affected by the level of
tax-exempt interest income which, as a percentage of pre-tax income, was 21.70 percent during the first quarter of
2009 compared to 20.17 percent during the first quarter of 2008. The tax-equivalent adjustment for this tax-exempt
interest income was $1.0 million during the first quarter of 2009 compared to $943 thousand during the same quarter
in 2008.

FINANCIAL CONDITION

At March 31, 2009, total assets had increased $99.8 million or 11 percent annualized since year-end 2008.
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LOANS AND ALLOWANCE FOR LOAN AND LEASE LOSSES

Total loans and leases were $2.36 billion at March 31, 2009, compared to $2.41 billion at year-end 2008, a decrease of
$48.6 million or 8 percent annualized. The only loan category to experience growth during the first quarter of 2009
was the agricultural and agricultural real estate loans, which totaled $259.3 million at March 31, 2009, an increase of
$11.7 million or 19 percent annualized since year-end 2008. All of this growth occurred at Dubuque Bank and Trust
Company.

The table below presents the composition of the loan portfolio as of March 31, 2009, and December 31, 2008.

LOAN PORTFOLIO
(Dollars in thousands)

March 31, 2009 December 31, 2008
Amount Percent Amount Percent

Commercial and commercial real estate $ 1,673,882 70.90% $ 1,718,071 71.30%
Residential mortgage 190,179 8.06 203,921 8.46
Agricultural and agricultural real estate 259,320 10.98 247,664 10.28
Consumer 232,507 9.85 234,061 9.72
Lease financing, net 4,989 0.21 5,829 0.24
Gross loans and leases 2,360,877 100.00% 2,409,546 100.00%
Unearned discount (2,458) (2,443)
Deferred loan fees (2,028) (2,102)
Total loans and leases 2,356,391 2,405,001
Allowance for loan and lease losses (37,277) (35,651)
Loans and leases, net $ 2,319,114 $ 2,369,350
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Loans and leases secured by real estate, either fully or partially, totaled $1.9 billion or 79% of total loans and leases at
March 31, 2009. More than 60% of the non-farm, nonresidential loans are owner occupied. The largest categories
within Heartland’s real estate secured loans are listed below:

(Dollars in thousands)

Residential real estate, excluding residential construction and residential lot loans $ 403,011
Industrial, manufacturing, business and commercial 356,541
Agriculture 192,308
Land development and lots 161,138
Retail 122,217
Hotel, resort and hospitality 103,883
Office 102,092
Residential construction 89,719

The process utilized by Heartland to determine the adequacy of the allowance for loan and lease losses is considered a
critical accounting practice for Heartland. The allowance for loan and lease losses represents management’s estimate of
identified and unidentified probable losses in the existing loan portfolio. For additional details on the specific factors
considered, refer to the critical accounting policies section of this report.

The allowance for loan and lease losses at March 31, 2009, was 1.58 percent of loans and leases and 55.52 percent of
nonperforming loans, compared to 1.48 percent of loans and leases and 45.73 percent of nonperforming loans at
December 31, 2008. Additions to the allowance for loan and lease losses during the first quarter of 2009 were driven
by a variety of factors including deterioration of economic conditions, downgrades in internal risk ratings, reduction in
appraised values and higher levels of charge-offs, primarily in Heartland’s Western markets of Arizona, Montana and
Colorado.

Nonperforming loans were $67.1 million or 2.85 percent of total loans and leases at March 31, 2009, compared to
$78.0 million or 3.24 percent of total loans and leases at December 31, 2008. Approximately 65 percent, or $43.3
million, of Heartland’s nonperforming loans are to 17 borrowers, with $10.2 million originated by Arizona Bank &
Trust, $10.0 million originated by Rocky Mountain Bank, $8.3 million originated by Wisconsin Community Bank,
$7.7 million originated by Summit Bank & Trust, $3.1 million originated by Riverside Community Bank, $2.5 million
originated by Dubuque Bank and Trust Company and $1.5 million originated by First Community Bank. The industry
breakdown for these nonperforming loans was $11.0 million high-end residential, $6.5 million transportation, $6.5
million real estate financing provider, $5.0 million lot and land development and $3.8 million construction and
development of commercial real estate. The remaining $10.5 million was distributed among 8 other industries. The
portion of Heartland’s nonperforming loans covered by government guarantees was $3.8 million at March 31, 2009.
Management continues to actively work with stressed borrowers to find solutions to their debt problems and is
diligently working to find buyers for Heartland’s repossessed real estate. Unfortunately, there are no assurances that a
continuation of the week economy will not result in further deterioration.

Other real estate owned increased to $29.3 million at March 31, 2009, compared to $11.8 million at December 31,
2008, an increase of $17.5 million. A residential lot development loan originated at Rocky Mountain Bank was
responsible for $12.0 million of this increase. Commercial real estate makes up $27.6 million or 94 percent of
Heartland’s total other real estate owned.

Net charge-offs during the first quarter of 2009 were $5.0 million compared to $1.1 million during the first quarter of
2008. A large portion of the net charge-offs was related to commercial real estate development loans and residential
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lot loans, primarily in the Phoenix, Arizona market. Previously, Heartland generally recognized the charge-off on a
loan when the loan was resolved, sold or transferred to other real estate owned. However, in the third quarter of 2008,
Heartland began to recognize charge-offs on loans it considered impaired by writing down the loan balance to an
estimated net realizable value based on the anticipated disposition value.

The table below presents the changes in the allowance for loan and lease losses during the periods indicated:

ANALYSIS OF ALLOWANCE FOR LOAN AND LEASE LOSSES
(Dollars in thousands)

Three Months Ended March
31,

2009 2008
Balance at beginning of period $ 35,651 $ 32,993
Provision for loan and lease losses 6,665 1,761
Recoveries on loans and leases previously charged off 596 256
Loans and leases charged off (5,635) (1,315)
Balance at end of period $ 37,277 $ 33,695
Net charge offs to average loans and leases year-to-date 0.21% 0.05%
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The table below presents the amounts of nonperforming loans and leases and other nonperforming assets on the dates
indicated:

NONPERFORMING ASSETS
(Dollars in thousands)

As of March 31, As of December 31,
2009 2008 2008 2007

Nonaccrual loans and leases $ 67,140 $ 38,748 $ 76,953 $ 30,694

Loan and leases contractually past due 90 days or more - 378 1,005 1,134
Total nonperforming loans and leases 67,140 39,126 77,958 31,828
Other real estate 29,317 2,714 11,750 2,195
Other repossessed assets, net 1,501 494 1,484 438
Total nonperforming assets $ 97,958 $ 42,334 $ 91,192 $ 34,461

Nonperforming loans and leases to total loans and leases 2.85% 1.72% 3.24% 1.40%

SECURITIES

The composition of Heartland's securities portfolio is managed to maximize the return on the portfolio while
considering the impact it has on Heartland’s asset/liability position and liquidity needs. Securities represented 27
percent of total assets at March 31, 2009, and 25 percent at December 31, 2008. Total available for sale securities as
of March 31, 2009, were $974.7 million, an increase of $103.0 million or 12 percent from December 31, 2008.
Additional securities were purchased during the first quarter of 2009 as loan growth slowed.

The table below presents the composition of the securities portfolio by major category as of March 31, 2009, and
December 31, 2008. More than 80 percent of Heartland’s mortgage-backed securities are issuances of
government-sponsored enterprises as of March 31, 2009.

SECURITIES PORTFOLIO COMPOSITION
(Dollars in thousands)

March 31, 2009 December 31, 2008
Amount Percent Amount Percent

U.S. government
corporations and agencies $ 253,901 25.23% $ 195,356 21.62%
Mortgage-backed securities 552,469 54.91 509,501 56.38
Obligation of states and
political subdivisions

163,907
16.29

163,597
18.10

Other securities 35,895 3.57 35,251 3.90
Total securities $ 1,006,172 100.00% $ 903,705 100.00%

DEPOSITS AND BORROWED FUNDS

Total deposits grew to $2.79 billion at March 31, 2009, an increase of $148.5 million or 22 percent annualized since
year-end 2008. With the exception of First Community Bank and Wisconsin Community Bank, all Heartland banks
experienced a significant increase in deposits. This growth was weighted more heavily in Heartland’s Midwestern
markets, which were responsible for nearly 58 percent of the growth. Demand deposits increased $26.9 million or 28
percent annualized since year-end 2008. Savings deposit balances experienced an increase of $57.4 million or 20
percent annualized since year-end 2008 and time deposits, exclusive of brokered deposits, experienced an increase of
$71.0 million or 26 percent annualized since year-end 2008. At March 31, 2009, brokered time deposits totaled $44.6
million or 2 percent of total deposits compared to $51.5 million or 2 percent of total deposits at year-end 2008.
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Heartland’s deposit increases demonstrate its ability to gain market share, as nonbrokered deposits grew at a 24 percent
annualized rate. A portion of the growth in non-maturity deposits is attributable to an increased focus on commercial
treasury management sales and services.

Short-term borrowings generally include federal funds purchased, treasury tax and loan note options, securities sold
under agreement to repurchase, short-term Federal Home Loan Bank ("FHLB") advances and discount window
borrowings from the Federal Reserve Bank. These funding alternatives are utilized in varying degrees depending on
their pricing and availability. As of March 31, 2009, the amount of short-term borrowings was $117.8 million
compared to $210.2 million at year-end 2008, a decrease of $92.4 million or 44 percent, primarily due to activity in
retail repurchase agreements. All of the bank subsidiaries provide retail repurchase agreements to their customers as a
cash management tool, sweeping excess funds from demand deposit accounts into these agreements. This source of
funding does not increase the bank’s reserve requirements, nor does it create an expense relating to FDIC premiums on
deposits. Although the aggregate balance of these retail repurchase agreements is subject to variation, the account
relationships represented by these balances are principally local. These balances were $105.4 million at March 31,
2009, compared to $170.5 million at year-end 2008.

Edgar Filing: PUTNAM MASTER INTERMEDIATE INCOME TRUST - Form N-CSR

109



Other borrowings include all debt arrangements Heartland and its subsidiaries have entered into with original
maturities that extend beyond one year. As of March 31, 2009, the amount of other borrowings was $477.6 million, an
increase of $39.8 million or 9 percent since year-end 2008. Other borrowings include structured wholesale repurchase
agreements which totaled $135.0 million at March 31, 2009, and $120.0 million at year-end 2008. The balances
outstanding on trust preferred capital securities issued by Heartland are also included in other borrowings. A schedule
of Heartland’s trust preferred offerings outstanding as of March 31, 2009, is as follows:

(Dollars in thousands)

Amount
Issued

Issuance
Date

Interest
Rate

Interest
Rate as of
3/31/09

Maturity
Date

Callable
Date

$ 5,000 08/07/00 10.60% 10.60% 09/07/2030 09/07/2010
20,000 10/10/03 8.25% 8.25% 10/10/2033 06/30/2009

25,000 03/17/04
2.75% over
Libor 4.07% 03/17/2034 06/17/2009

20,000 01/31/06
1.33% over
Libor 2.42% 04/07/2036 04/07/2011

20,000 06/21/07 6.75% 6.75% 09/15/2037 06/15/2012

20,000 06/26/07
1.48% over
Libor 2.74% 09/01/2037 09/01/2012

$ 110,000

Also in other borrowings are the bank subsidiaries’ borrowings from the FHLB. All of the bank subsidiaries, except for
Heartland’s most recent de novo bank, Minnesota Bank & Trust, own FHLB stock in either Chicago, Dallas, Des
Moines, Seattle, San Francisco or Topeka, enabling them to borrow funds from their respective FHLB for short- or
long-term purposes under a variety of programs. FHLB borrowings at March 31, 2009, totaled $224.4 million, an
increase of $24.9 million or 12 percent from the December 31, 2008, FHLB borrowings of $199.5 million.
Total FHLB borrowings at March 31, 2009, had an average rate of 3.36 percent and an average maturity of 3.71 years.
When considering the earliest possible call date on these advances, the average maturity is shortened to 2.30 years.

COMMITMENTS AND CONTRACTUAL OBLIGATIONS

Commitments to extend credit are agreements to lend to a customer as long as there is no violation of any condition
established in the contract. Commitments generally have fixed expiration dates or other termination clauses and may
require payment of a fee. Since many of the commitments are expected to expire without being drawn upon, the total
commitment amounts do not necessarily represent future cash requirements. The Heartland banks evaluate each
customer’s creditworthiness on a case-by-case basis. The amount of collateral obtained, if deemed necessary by the
Heartland banks upon extension of credit, is based upon management’s credit evaluation of the counterparty. Collateral
held varies but may include accounts receivable, inventory, property, plant and equipment and income-producing
commercial properties. Standby letters of credit and financial guarantees written are conditional commitments issued
by the Heartland banks to guarantee the performance of a customer to a third party. Those guarantees are primarily
issued to support public and private borrowing arrangements. The credit risk involved in issuing letters of credit is
essentially the same as that involved in extending loan facilities to customers. At March 31, 2009, and December 31,
2008, commitments to extend credit aggregated $505.8 million and $529.1 million, and standby letters of credit
aggregated $27.0 million and $26.2 million, respectively.

Contractual obligations and other commitments were presented in Heartland’s 2008 Annual Report on Form 10-K.
There have been no material changes in Heartland’s contractual obligations and other commitments since that report
was filed.
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CAPITAL RESOURCES

Bank regulatory agencies have adopted capital standards by which all bank holding companies will be evaluated.
Under the risk-based method of measurement, the resulting ratio is dependent upon not only the level of capital and
assets, but also the composition of assets and capital and the amount of off-balance sheet commitments. Heartland and
its bank subsidiaries have been, and will continue to be, managed so they meet the “well-capitalized” requirements
under the regulatory framework for prompt corrective action. To be categorized as “well–capitalized” under the
regulatory framework, bank holding companies and banks must maintain minimum total risk-based, Tier 1 risk-based
and Tier 1 leverage ratios of 10%, 6% and 4%, respectively. The most recent notification from the FDIC categorized
Heartland and each of its bank subsidiaries as “well–capitalized” under the regulatory framework for prompt corrective
action. There are no conditions or events since that notification that management believes have changed each
institution’s category.
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Heartland's capital ratios were as follows for the dates indicated:

CAPITAL RATIOS
(Dollars in thousands)

March 31, 2009 December 31, 2008
Amount Ratio Amount Ratio

Risk-Based Capital Ratios1
Tier 1 capital $ 373,814 13.54% $ 368,101 13.26%
Tier 1 capital minimum requirement 110,399 4.00% 111,017 4.00%
Excess $ 263,415 9.54% $ 257,084 9.26%
Total capital $ 418,118 15.15% $ 413,913 14.91%
Total capital minimum requirement 220,797 8.00% 222,035 8.00%
Excess $ 197,321 7.15% $ 191,878 6.91%
Total risk-adjusted assets $ 2,759,968 $ 2,775,436
Leverage Capital Ratios2
Tier 1 capital $ 373,814 10.34% $ 368,101 10.68%
Tier 1 capital minimum requirement3 144,603 4.00% 137,917 4.00%
Excess $ 229,211 6.34% $ 230,184 6.68%
Average adjusted assets (less goodwill
and other intangible assets) $ 3,615,085 $ 3,447,927

(1)Based on the risk-based capital guidelines of the Federal Reserve, a bank holding company is required to maintain
a Tier 1 capital to risk-adjusted assets ratio of 4.00% and total capital to risk-adjusted assets ratio of 8.00%.

(2) The leverage ratio is defined as the ratio of Tier 1 capital to average adjusted assets.

(3)Management of Heartland has established a minimum target leverage ratio of 4.00%.  Based on Federal Reserve
guidelines, a bank holding company generally is required to maintain a leverage ratio of 3.00% plus additional
capital of at least 100 basis points.

Commitments for capital expenditures are an important factor in evaluating capital adequacy. Summit Bank & Trust
began operations on November 1, 2006, in the Denver, Colorado suburban community of Broomfield. The capital
structure of this new bank is very similar to that used when New Mexico Bank & Trust and Arizona Bank & Trust
were formed. Heartland’s initial investment was $12.0 million, or 80%, of the $15.0 million initial capital. All minority
stockholders entered into a stock transfer agreement that imposes certain restrictions on the sale, transfer or other
disposition of their shares in Summit Bank & Trust and requires Heartland to repurchase the shares from investors
five years from the date of opening. The stock will be valued by an independent third party appraiser with the required
purchase by Heartland at the appraised value, not to exceed 18x earnings, or a minimum return of 6 percent on the
original investment amount, whichever is greater. Through March 31, 2009, Heartland accrued the amount due to the
minority stockholders at 6 percent. The obligation to repay the original investment is payable in cash or Heartland
stock or a combination of cash and stock at the option of the minority stockholders. The remainder of the obligation to
the minority stockholders is payable in cash or Heartland stock or a combination of cash and stock at the option of
Heartland.

Minnesota Bank & Trust, Heartland’s tenth de novo, began operations on April 15, 2008, in Edina, Minnesota, located
in the Minneapolis, Minnesota metropolitan area. Heartland’s initial investment was $13.2 million, or 80 percent, of
the $16.5 million initial capital. All minority stockholders entered into a stock transfer agreement that imposes certain
restrictions on the sale, transfer or other disposition of their shares in Minnesota Bank & Trust and allows, but does
not require, Heartland to repurchase the shares from investors.
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On December 19, 2008, Heartland received $81.7 million through participation in the U.S. Treasury’s Capital Purchase
Program (CPP). The CPP was authorized by the government’s Troubled Asset Relief Program (TARP) under the
Emergency Economic Stabilization Act of 2008. The TARP is designed to infuse capital into the nation’s healthiest
banks to increase the flow of financing to American consumers and businesses. Funds received by Heartland were
allocated to debt reduction (including $34.0 million used to extinguish debt on Heartland’s credit line), capital
maintenance at its subsidiary banks and short-term investments. Heartland continutes to honor the intent of the CPP
by seeking high quality lending opportunities and the potential acquisition of banks in its existing markets.

Heartland continues to explore opportunities to expand its footprint of independent community banks. Given the
current issues in the banking industry and the availability of capital via the TARP, Heartland has changed its strategic
growth initiatives from de novo banks and branching to acquisitions. Attention will be focused on markets Heartland
currently serves, where there would be an opportunity to grow market share, achieve efficiencies and provide greater
convenience for current customers. Additionally, management has asked regulators to notify them when troubled
institutions surface in Heartland’s existing markets. Future expenditures relating to expansion efforts, in addition to
those identified above, are not estimable at this time.

LIQUIDITY

Liquidity refers to Heartland’s ability to maintain a cash flow that is adequate to meet maturing obligations and
existing commitments, to withstand fluctuations in deposit levels, to fund operations and to provide for customers’
credit needs. The liquidity of Heartland principally depends on cash flows from operating activities, investment in and
maturity of assets, changes in balances of deposits and borrowings and its ability to borrow funds in the money or
capital markets.

Total cash provided by operating activities was $12.1 million during the first three months of 2009 compared to $7.4
million during the first three months of 2008.

Investing activities used cash of $70.0 million during the first three months of 2009 compared to $33.8 million during
the first three months of 2008. The proceeds from securities sales, paydowns and maturities was $115.1 million during
the first three months of 2009 compared to $53.0 million during the first three months of 2008. Purchases of securities
used cash of $209.9 million during the first three months of 2009 while $93.5 million was used for securities
purchases during the first three months of 2008. Net loans and leases experienced a decrease of $24.9 million during
the first three months of 2009 compared to $7.6 million during the first three months of 2008.

Financing activities provided cash of $93.8 million during the first three months of 2009 compared to $29.7 million
during the first three months of 2008. There was a net increase in deposit accounts of $148.5 million during the first
three months of 2009 compared to $44.6 million during the same three months of 2008. Activity in short-term
borrowings used cash of $92.4 million during the first three months of 2009 compared to $128.0 million during the
first three months of 2008. Cash proceeds from other borrowings were $55.1 million during the first three months of
2009 compared to $124.3 million during the first three months of 2008. Repayment of other borrowings used cash of
$15.2 million during the first three months of 2009 compared to $7.4 million during the first three months of 2008.

Management of investing and financing activities, and market conditions, determine the level and the stability of net
interest cash flows. Management attempts to mitigate the impact of changes in market interest rates to the extent
possible, so that balance sheet growth is the principal determinant of growth in net interest cash flows.

Heartland’s short-term borrowing balances are dependent on commercial cash management and smaller correspondent
bank relationships and, as such, will normally fluctuate. Heartland believes these balances, on average, to be stable
sources of funds; however, it intends to rely on deposit growth and additional FHLB borrowings in the future.
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In the event of short-term liquidity needs, the bank subsidiaries may purchase federal funds from each other or from
correspondent banks and may also borrow from the Federal Reserve Bank. Additionally, the subsidiary banks' FHLB
memberships give them the ability to borrow funds for short- and long-term purposes under a variety of programs.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Market risk is the risk of loss arising from adverse changes in market prices and rates. Heartland’s market risk is
comprised primarily of interest rate risk resulting from its core banking activities of lending and deposit gathering.
Interest rate risk measures the impact on earnings from changes in interest rates and the effect on current fair market
values of Heartland’s assets, liabilities and off-balance sheet contracts. The objective is to measure this risk and
manage the balance sheet to avoid unacceptable potential for economic loss.

Management continually develops and applies strategies to mitigate market risk. Exposure to market risk is reviewed
on a regular basis by the asset/liability committees of the banks and, on a consolidated basis, by Heartland’s executive
management and board of directors. Darling Consulting Group, Inc. has been engaged to provide asset/liability
management position assessment and strategy formulation services to Heartland and its bank subsidiaries. At least
quarterly, a detailed review of Heartland’s and each of its bank subsidiaries’ balance sheet risk profile is performed.
Included in these reviews are interest rate sensitivity analyses, which simulate changes in net interest income in
response to various interest rate scenarios. This analysis considers current portfolio rates, existing maturities, repricing
opportunities and market interest rates, in addition to prepayments and growth under different interest rate
assumptions. Selected strategies are modeled prior to implementation to determine their effect on Heartland’s interest
rate risk profile and net interest income. Although management has entered into derivative financial instruments to
mitigate the exposure of Heartland’s net interest margin in a downward rate environment, it does not believe that
Heartland’s primary market risk exposures and how those exposures were managed to-date in 2009 have changed
significantly when compared to 2008.

The core interest rate risk analysis utilized by Heartland examines the balance sheet under increasing and decreasing
interest scenarios that are neither too modest nor too extreme. All rate changes are ramped over a 12-month horizon
based upon a parallel shift in the yield curve and then maintained at those levels over the remainder of the simulation
horizon. Using this approach, management is able to see the effect that both a gradual change of rates (year 1) and a
rate shock (year 2 and beyond) could have on Heartland’s net interest margin. Starting balances in the model reflect
actual balances on the “as of” date, adjusted for material and significant transactions. Pro-forma balances remain static.
This enables interest rate risk embedded within the existing balance sheet structure to be isolated as growth
assumptions can make interest rate risk. Due to the low interest rate environment, the simulations under a decreasing
interest rate scenario were prepared using a 100 basis point shift in rates during the first quarter of 2009 instead of the
200 basis point shift used during the first quarter of 2008. The most recent reviews at March 31, 2009 and 2008,
provided the following results:

2009 2008
Net

Interest
Margin
(in

thousands)

%
Change
From
Base

Net
Interest
Margin
(in

thousands)

%
Change
From
Base

Year 1
Down 100 Basis Points in 2009 and
200 Basis Points in 2008 $ 121,335 0.69 % $ 104,734 (1.74)%
Base $ 120,505 $ 106,589
Up 200 Basis Points in 2009 and
2008 $ 115,526 (4.13)% $ 105,483 (1.04)%

Year 2
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Down 100 Basis Points in 2009 and
200 Basis Points in 2008 $ 119,401 (0.92)% $ 97,045 (8.95)%
Base $ 120,530 0.02 % $ 107,886 1.22 %
Up 200 Basis Points in 2009 and
2008 $ 117,496 (2.50)% $ 107,882 1.21 %

Heartland uses derivative financial instruments to manage the impact of changes in interest rates on its future interest
income or interest expense. Heartland is exposed to credit-related losses in the event of nonperformance by the
counterparties to these derivative instruments, but believes it has minimized the risk of these losses by entering into
the contracts with large, stable financial institutions. The estimated fair market values of these derivative instruments
are presented in Note 3 to the consolidated financial statements.

Heartland does enter into financial instruments with off balance sheet risk in the normal course of business to meet the
financing needs of its customers. These financial instruments include commitments to extend credit and standby
letters of credit. These instruments involve, to varying degrees, elements of credit and interest rate risk in excess of the
amount recognized in the consolidated balance sheets. Commitments to extend credit are agreements to lend to a
customer as long as there is no violation of any condition established in the contract. Commitments generally have
fixed expiration dates and may require collateral from the borrower. Standby letters of credit are conditional
commitments issued by Heartland to guarantee the performance of a customer to a third party up to a stated amount
and with specified terms and conditions. These commitments to extend credit and standby letters of credit are not
recorded on the balance sheet until the instrument is exercised.

Heartland does hold a securities trading portfolio that would also be subject to elements of market risk. These
securities are carried on the balance sheet at fair value. As of March 31, 2009, these securities had a carrying value of
$1.6 million or 0.05% of total assets compared to $1.7 million or 0.04% of total assets at year-end 2008.

ITEM 4. CONTROLS AND PROCEDURES

As required by Rules 13a-15(b) under the Securities Exchange Act of 1934, Heartland’s management, with the
participation of the Chief Executive Officer and Chief Financial Officer, has evaluated the effectiveness of Heartland’s
disclosure controls and procedures as of the end of the period covered by this report. Based on this evaluation, the
Chief Executive Officer and Chief Financial Officer concluded that Heartland’s disclosure controls and procedures (as
defined in Exchange Act Rule 13a-15(e)) were effective as of March 31, 2009, in ensuring that information required to
be disclosed by Heartland in the reports it files or submits under the Exchange Act is recorded, processed, summarized
and reported within the time periods specified in applicable rules and forms, and that such information is accumulated
and communicated to its management, including its Chief Executive Officer and Chief Financial Officer, in a manner
that allows for timely decisions regarding required disclosure.

There were no changes in Heartland’s internal control over financial reporting that occurred during the quarter ended
March 31, 2009, that have materially affected, or are reasonably likely to materially affect, Heartland’s internal control
over financial reporting.
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PART II

ITEM 1. LEGAL PROCEEDINGS

There are no material pending legal proceedings to which Heartland or its subsidiaries is a party other than ordinary
routine litigation incidental to their respective businesses. While the ultimate outcome of current legal proceedings
cannot be predicted with certainty, it is the opinion of management that the resolution of these legal actions should not
have a material effect on Heartland's consolidated financial position or results of operations.

ITEM 1A. RISK FACTORS

There have been no material changes in the risk factors applicable to Heartland from those disclosed in Part I, Item
1A. “Risk Factors”, in Heartland’s 2008 Annual Report on Form 10-K. Please refer to that section of Heartland’s Form
10-K for disclosures regarding the risks and uncertainties related to Heartland’s business.

ITEM 2. UNREGISTERED SALES OF ISSUER SECURITIES AND USE OF PROCEEDS

The following table provides information about purchases by Heartland and its affiliated purchasers during the quarter
ended March 31, 2009, of its common stock:

Period

(a)

Total Number of
Shares Purchased

(b)

Average Price Paid per
Share

(c)

Total Number of Shares
Purchased as Part of

Publicly Announced Plans
or Programs(1)

(d)

Approximate Dollar Value of
Shares that May Yet Be

Purchased Under the Plans or
Programs(1)

01/01/09-
01/31/09  963  $19.63  963  $2,244,248

02/01/09-
02/28/09  950  $12.78  950  $1,832,571

03/01/09-
03/31/09  -  -  -  $2,479,946

Total: 1,913 $16.23 1,913 N/A

(1)  Effective April 17, 2007, Heartland’s board of directors authorized management to acquire and hold up to 250,000
shares of common stock as treasury shares at any one time. Effective January 24, 2008, Heartland’s board of
directors authorized an expansion of the number of treasury shares at any one time to 500,000. In conjunction
with participation in the Treasury’s TARP Capital Purchase Program effective, December 19, 2008, Heartland is
prohibited from any repurchase, redemption, or acquisition of its common stock, except for certain repurchases to
the extent of increases in shares outstanding because of issuances under existing benefit plans.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

None
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ITEM 5. OTHER INFORMATION

None

ITEM 6. EXHIBITS

Exhibits

31.1Certification of Chief Executive Officer pursuant to Rule 13a-14(a)/15d-14(a).

31.2Certification of Chief Financial Officer pursuant to Rule 13a-14(a)/15d-14(a).

32.1Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

32.2Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be
signed on its behalf by the undersigned there unto duly authorized.

HEARTLAND FINANCIAL USA, INC.
(Registrant)

Principal Executive Officer

                                      /s/ Lynn B. Fuller
                                        -----------------------
                                      By: Lynn B. Fuller
President and Chief Executive Officer

Principal Financial and
Accounting Officer

                                      /s/ By: John K. Schmidt
                                                                                                                 -----------------------
                                      By: John K. Schmidt
Executive Vice President
and Chief Financial Officer

Dated: May 11, 2009
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