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Item 1. Report to Stockholders:
The following is a copy of the report transmitted to stockholders pursuant
to Rule 30e-1 under the Investment Company Act of 1940:

ANNUAL REPORT ON PERFORMANCE AND OUTLOOK
7-31-03
[GRAPHIC OMITTED: WATCH]

[SCALE LOGO OMITTED]

From the Trustees
[GRAPHIC OMITTED: PHOTO OF JOHN A. HILL AND GEORGE PUTNAM IIT]

John A. Hill and
George Putnam, III

Dear Fellow Shareholder:

The value of Putnam Premier Income Trust's strategy of diversification
that we have noted in previous reports was demonstrated once again for
the full fiscal year that ended on July 31, 2003. The fund's performance
was driven by two significant trends during the period. Early in the
year, falling interest rates and a preference for higher-quality bonds
boosted prices among the fund's investment-grade holdings. The second
trend, which began in mid-October 2002, was an improving credit cycle.
This helped the fund's higher-yielding, lower-quality holdings
outperform. Management's decision to increase the fund's exposure to
this segment of the market early in the cycle contributed to strong
results.

The fund's exposure to lower-rated, higher-yielding bonds was less than
that of its peer group, dampening the fund's results versus its Lipper
category average. You will find the details on the facing page. As far
as we are concerned, however, the relative stability provided by this
mix of quality and opportunity is a worthwhile tradeoff over the long
term.

Meanwhile, it is heartening now to see signs that one of the most
challenging periods in recent investment history may at last be ending.
What we told you at the beginning of this fiscal year bears repeating
here. We deeply appreciate your continued confidence in Putnam and we
firmly believe that over the long haul your patience will be rewarded.
Respectfully yours,

/S/ JOHN A. HILL /S/ GEORGE PUTNAM, III

John A. Hill George Putnam, III
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Chairman of the Trustees President of the Funds

September 17, 2003

Report from Fund Management

Fund highlights

* Putnam Premier Income Trust had a total return of 17.61% at net asset
value for the fiscal year ended July 31, 2003. The fund's return at
market price was 13.41%.

* Declining yields across all fixed-income sectors prompted management
to recommend a reduction in the fund's dividend, which occurred in
April 2003.

* Differences in portfolio composition caused the fund to underperform
the average return for the Lipper Flexible Income Funds (Closed-End)
category, which was 18.88%.

* The fund's strategy of investing in high-yield corporate and
emerging-market debt helped it to significantly outperform its
benchmark, the Lehman Government Bond Index, which returned 4.45%
during the fund's fiscal year. Additional comparisons, many of which
more closely track the fund's performance over this period, appear on
page 2.

* See the Performance Summary on page 8 for complete fund performance,
comparative performance, and Lipper data.

Performance commentary

The fund's robust total return and solid comparative results versus its
benchmark were due primarily to its emphasis on higher-yielding,
lower-rated bonds —-- such as U.S. high-yield corporate bonds as well as
sovereign debt issued by emerging-market countries -- while limiting
exposure to investment-grade bonds during the period. Higher-yielding,
lower-rated fixed-income sectors turned in exceptionally strong results
from mid-October 2002 through period end, significantly outperforming
higher-rated debt as investors' appetite for higher-risk asset classes
returned. We attribute the fund's modest underperformance versus its
Lipper universe to lower weightings in these riskier asset categories
than the average fund in the peer group. The fund's exposure to foreign
government bonds also contributed positively to results. The fund's
lower performance at market price is attributable to reduced investor
demand following the April dividend reduction.

FUND PROFILE

Putnam Premier Income Trust is designed for investors seeking a high
level of current income. The fund maintains flexibility across three
sectors —-- U.S. government and agencies, high-yield corporate, and
international —-- to seek maximum current income without undue risk to
capital. The fund may be appropriate for investors seeking a higher
level of income who can accept a moderately higher level of risk.

Market overview

The fund's fiscal year results should be considered in the context of an
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extraordinarily favorable environment for bond performance across all
sectors. The war in Iraqg, SARS-related fears, and a negative economic
climate drove bond yields to historic lows worldwide, significantly
driving up bond prices, which move in the opposite direction to yields.
Governments and central banks redoubled their efforts to revitalize the
sluggish global economy with additional fiscal and monetary easing,
which improved investor morale.

Supported by investor demand for yield and improving issuer
fundamentals, corporate bonds led the investment-grade market during the
period, after a dismal performance in the second half of 2002. The
securitized sector, which includes various types of mortgage-backed
securities (e.g. Ginnie Maes), as well as asset-backed securities
(ABSs), also advanced, although performance was undercut by
mortgage-backed securities (MBSs), which were hurt by mortgage
prepayments. ABSs performed well in the second half of the period.
Beginning in October 2002 and continuing through period end, falling
default rates and increasing optimism about growth prospects for the
second half of 2003 convinced high-yield investors that the credit cycle
was turning in their favor. Following the lead of high-yield bonds,
emerging-market debt rallied as investors' risk tolerance and appetite
for yield increased.

In the final month of the period, bond market conditions changed
abruptly. Improved prospects for an upturn in the economic cycle and a
quickly increasing U.S. federal budget deficit made bonds less
attractive to both domestic and non-U.S. investors. The bond market
sell-off that resulted drove yields up and prices down rapidly across
all bond sectors.

Bonds

Lehman Government Bond Index  4.45%
Citigroup Nom-U.S. World Government Bond Index 14.19%
JP Morgan Global High Yield Index 22.23%
JP Morgan Emerging Markets Bond Index  32.89%
Bauities
StP 500 Tndex (broad stock market) 10643
MSCT EAFE Tndex (internatiomal stocks)  6.30%
Russell 2000 Tndex (small-company stocks) 23.11%

These indexes provide an overview of performance in different market
sectors for the 12 months ended 7/31/03.

Strategy overview

Putnam Premier Income Trust's multisector strategy served it well during
the fiscal year. It provided us with the flexibility to pursue the most
attractive fixed-income opportunities in a period when substantial
changes in investor sentiment drove significantly different returns
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across fixed-income sectors.

Early in the period, the fund's allocation to investment-grade corporate
bonds contributed to returns as investors preferred the relative
security of these higher—-quality bonds amid declining equity markets and
geopolitical uncertainty. In mid October, however, constructive fiscal
and monetary policies combined with easing geopolitical tension and
compelling valuations to shift investor focus to lower-rated
higher-yielding sectors. With yields in these sectors near historic
highs and fundamentals finally poised to improve, we believed that this
nascent rally had momentum behind it. Consequently, we began to rotate
assets out of investment-grade securities and into high-yield corporate
and emerging-market debt. This reallocation proved timely as the rally
in these sectors extended through June.

The fund's investment in high-yield corporate and emerging-market debt
was funded by the sale of mortgage-backed securities, which we believed
would continue to come under pressure due to mortgage prepayments in a
persistently low interest-rate environment. We also sold U.S. government
and agency securities, reasoning that they were unlikely to benefit
further from interest-rate declines. For most of the period, we favored
foreign investment-grade securities over their U.S. counterparts.

[GRAPHIC OMITTED: horizontal bar chart FUND SECTOR WEIGHTINGS COMPARED]
FUND SECTOR WEIGHTINGS COMPARED

as of as of
1/31/03 7/31/03

U.S. investment grade 34.5% 27.1%
Corporate high yield 44.2% 50.1%
Foreign investment grade 13.9% 13.3%
Emerging markets 7.5% 9.6%

Footnote reads:

This chart shows how the fund's sector weightings have changed over the past
six months. Weightings are shown as a percentage of market value. Holdings
will vary over time.

How allocations affected performance

In the U.S. investment-grade sector, the fund benefited from its
allocation to corporate bonds, which outperformed all other segments
within this sector. Investors were drawn to investment-grade corporate
bonds not only as a source of yield as interest rates fell, but also in
response to companies' focus on debt and cost reduction, which increased
the bonds' attractiveness. The fund's selective exposure to
investment-grade securitized debt also contributed positively as this

market segment outperformed U.S. Treasuries. (The fund's holdings in the
securitized sector consist primarily of mortgage-backed securities
(MBSs), commercial mortgage-backed securities (CMBSs), asset-backed
securities (ABSs), and collateralized mortgage obligations (CMOs).) Our

strategy of emphasizing high-coupon MBSs and CMBSs helped performance,
while holdings of ABSs hurt performance, as this segment was negatively
affected by the struggles of two major manufactured housing financiers
(Conseco and Greentree) in late 2002.
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In the corporate high-yield sector, we consolidated the fund's
positions, while still maintaining a high level of diversification. We
also sought to reduce exposure to callable bonds. Call risk, which is
the risk that a bond issuer may redeem outstanding bonds before their
scheduled maturity, became a significant factor as bond issuers chose to
take advantage of declining yields to refinance their debt at lower
rates. Within industry sectors, large holdings in wireless
communications, diversified media, and broadcasting were top performers
in the market rally. Cable holdings also contributed positively to
performance.

[GRAPHIC OMITTED: horizontal bar chart TOP INDUSTRY WEIGHTINGS AS OF 7/31/03]

TOP INDUSTRY WEIGHTINGS AS OF 7/31/03

Consumer staples 8.7%
Basic materials 5.4%
Capital goods 5.2%
Communications services 5.0%
Energy 4.4%

Footnote reads:

Weightings are shown as a percentage of market value and are an
aggregate of both investment-grade and high-yield corporate bond
exposures. Holdings will vary over time.

For the fund's foreign investment-grade holdings, we emphasized
higher-yielding European sovereign debt (e.g., Sweden) where yields had
considerably more room to fall than in the United States. Bonds issued
by Canada and New Zealand were also favored because we believed that
these countries had prematurely boosted rates at the onset of the
economic recovery. These strategies benefited the fund as rates declined
more significantly in all of these countries amid the global bond market
rally. In addition, the fund benefited from our currency strategy, which
correctly anticipated U.S. dollar and Japanese yen weakness as well as
the relative strength of the euro, U.K. pound sterling, and Canadian and
Australian dollars.

While the fund did benefit from its emerging-market debt holdings, our
strategy may have been too conservative within the sector, given the
breadth and strength of the rally. Some of the situations that most
concerned us —- the economic policies of the newly elected Brazilian
president, for example —-- played out better than we had anticipated.
Nevertheless, the fund's exposure to Russia proved advantageous. Russian
government bonds were strong performers as windfall oil exporting
revenues accumulated in government coffers. Please note that all
holdings discussed in this report are subject to review in accordance
with the fund's investment strategy and may vary in the future.

[GRAPHIC OMITTED: horizontal bar chart TOP COUNTRY WEIGHTINGS AS OF 7/31/03]
TOP COUNTRY WEIGHTINGS AS OF 7/31/03

United States 74.4%



Edgar Filing: PUTNAM PREMIER INCOME TRUST - Form N-CSR

Canada 3.2%
United Kingdom 2.9%
France 1.7%
Russia 1.5%

Footnote reads:
Weightings are shown as a percentage of market value. Holdings will vary
over time.

OF SPECIAL INTEREST

In April 2003 the fund's monthly distribution was reduced from $0.045 to
$0.039 per share. This reduction was prompted by declining yields across
all fixed-income sectors over the course of the prolonged bond-market
rally. In addition, many issuers called bonds and many mortgages were
prepaid, requiring the fund to reinvest at lower rates.

The fund's management team

The fund is managed by the Putnam Core Fixed-Income Team. The members of
the team are D. William Kohli (Portfolio Leader), David Waldman
(Portfolio Member), Carl Bell, Rob Bloemker, Andrea Burke, Kevin Cronin,
Steve Horner, James Prusko, Michael Salm, and John Van Tassel.

The outlook for your fund

The following commentary reflects anticipated developments that could
affect your fund over the next six months, as well as your management
team's plans for responding to them.

The abrupt and significant increase in interest rates over the last six
weeks of the reporting period has shifted our valuation perspective on
bonds. As of the end of the period, we believed markets had become
prematurely confident that a lasting global economic recovery was
already underway. Yields on 10-year Treasuries had climbed too high and
we believe they should stabilize in coming months. We have consequently
moved from an underweight in Treasuries toward a more neutral weighting
in our multisector portfolio. Elsewhere in the U.S. investment-grade
sector, we are currently neutral with regard to investment-grade
corporate bonds. While fundamentals continue to improve, investors have
already recognized this improvement, so valuations of investment-grade
corporate bonds are no longer attractive. Mortgage-backed securities
(MBSs) typically fare poorly in rising interest-rate environments, and
the past six weeks have been no exception. We believe this sector now
looks attractive on a relative valuation basis and we are poised to take
advantage of opportunities in it.

As fiscal 2004 begins, high-yield corporates remain attractive in our
view. Although their yield spread versus Treasuries, a traditional
measure of valuation, has moved closer to historical averages, we
believe that the positive cycle for this asset class has more room to
run based on continuing improvement in fundamentals, declining default
rates, and sustained demand among investors for higher yields.

While we still prefer higher-yielding European government debt to U.S.
Treasury bonds, the recent outperformance in Europe prompted us to trim
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these holdings and increase our U.S. Treasury exposure somewhat. New
Zealand and Sweden, where we anticipate improving spreads, are two of
our favorite markets. Our view on emerging markets is less positive. The
increase in U.S. Treasury yields, diminishing inflows, and an upsurge in
lower—quality issuance all suggest that the market is too rich at
current levels. From a country selection standpoint, we continue to
favor Russia and Peru.

The management team believes that the fund's diverse portfolio, flexible
strategy, and focus on risk management will continue to serve it well.

The views expressed in this report are exclusively those of Putnam
Management. They are not meant as investment advice. 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 for more
risk. Mutual funds that invest in government securities are not
guaranteed. Mortgage-backed securities are subject to prepayment risk.

Performance summary

This section provides information about your fund's performance during
its fiscal year, which ended July 31, 2003. In accordance with
regulatory requirements, we also include performance for the most
current calendar quarter-end. Performance should always be considered in
light of a fund's investment strategy. Past performance does not
indicate 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. A
profile of your fund's strategy appears on the first page of this
report. See page 9 for definitions of some terms used in this section.

NAV Market price
1 year 17.61% 13.41%
5 years 22.73 17.57
Annual average 4.18 3.29
10 years 85.81 86.76
Annual average 6.39 6.45
Life of fund
(since 2/29/88)
Annual average 8.11 7.14

Citigroup Non-—
Lehman U.S. World JP Morgan CSFB Lipper Flexible
Government Government Global High Income Funds
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Bond Bond High Yield Yield (Closed-End)
Index Index Index* Index category average+
1 year 4.45% 14.19% 22.23% 23.33% 18.88%
5 years 38.44 31.99 16.88 18.99 17.74
Annual average 6.72 5.71 3.17 3.54 3.13
10 years 90.27 79.70 -— 94.80 74.63
Annual average 6.64 6.04 - 6.90 5.68
Life of fund
(since 2/29/88)
Annual average 7.93 6.92 - 8.82 7.86

* This comparative index replaced the CSFB High Yield Index on 12/30/02
because, in Putnam Management's opinion, the securities tracked by this
index more accurately reflect the types of securities generally held by
the fund. The JP Morgan Global High Yield Index's inception date was
12/31/93.

+ Over the 1-, 5-, and 10-year periods ended 7/31/03, there were 12, 12,
and 9 funds, respectively, in this Lipper category.

Distributions (number) 12

theome  so.ste
Capital gains —
Total  osos1e
Share value: v Market price
w302 sea2  seo3
w303 eas o es

Current return (end of period)

1 Most recent distribution, excluding capital gains, annualized and
divided by NAV or market price at end of period.

TOTAL RETURN FOR PERIODS ENDED 6/30/03 (MOST RECENT CALENDAR QUARTER)
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5 years 25.34 23.66
Annual average 4.62 4.34
10 years 90.44 96.46
Annual average 6.65 6.99

Life of fund (since 2/29/88)
Annual average 8.28 7.48

Terms and definitions

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 common 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 the
New York Stock Exchange.

Comparative indexes

Citigroup (formerly Salomon Smith Barney) Non-U.S. World Government Bond
Index is an unmanaged index of government bonds from representative
developed countries excluding the United States.

Credit Suisse First Boston (CSFB) High Yield Index is an unmanaged
index of high-yield debt securities.

JP Morgan Global High Yield Index is an unmanaged index used to mirror
the investable universe of the U.S. dollar global high-yield corporate
debt market of both developed and emerging markets.

JP Morgan Emerging Markets Bond Index is an unmanaged index used to
mirror the investable universe of the external debt instruments in the
emerging markets including external currency denominated Brady bonds,
loans and Eurobonds, as well as U.S. dollar local market instruments.

Lehman Government Bond Index is an unmanaged index of U.S. Treasury and
agency securities.

Morgan Stanley Capital International (MSCI) EAFE Index is an unmanaged
index of international stocks from Europe, Australasia, and the Far
East.

Russell 2000 Index is an unmanaged index of common stocks that generally
measure performance of small to midsize companies within the Russell
3000 Index.

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.

Lipper Inc. is a third-party industry ranking entity that ranks funds
(without sales charges) with similar current investment styles or
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objectives as determined by Lipper. Lipper category averages reflect
performance trends for funds within a category and are based on results
at net asset value.

Putnam's policy on confidentiality

In order to conduct business with our shareholders, we must obtain
certain personal information such as account holders' addresses,
telephone numbers, Social Security numbers, and the names of their
financial advisors. We use this information to assign an account number
and to help us maintain accurate records of transactions and account
balances.

It is our policy to protect the confidentiality of your information,
whether or not you currently own shares of our funds, and in particular,
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 share this information with outside
vendors who provide services to us, such as mailing and proxy
solicitation. In those cases, the service providers enter into
confidentiality agreements with us, and we provide only the information
necessary to process transactions and perform other services related to
your account. We may also share this information with our Putnam
affiliates to service your account or provide you with information about
other Putnam products or services. It is also our policy to share
account information with your financial advisor, if you've listed one on
your Putnam account.

If you would like clarification about our confidentiality policies or
have any questions or concerns, please don't hesitate to contact us at
1-800-225-1581, Monday through Friday, 8:30 a.m. to 7:00 p.m., or
Saturdays from 9:00 a.m. to 5:00 p.m. Eastern Time.

Putnam is committed to managing our mutual funds in the best interests
of our shareholders. Our proxy voting guidelines and policies are
available on the Putnam Individual Investor Web site,
Www.putnaminvestments.com, by calling Putnam's Shareholder Services at
1-800-225-1581, or on the SEC's Web site, www.sec.gov.

A guide to the financial statements

These sections of the report, as well as the accompanying Notes,
preceded by the Independent Auditors' Report, constitute the fund's
financial statements.

The fund's portfolio lists 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 noninvestment 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, which is calculated
separately for each class of shares. (For funds with preferred shares,
the amount subtracted from total assets includes the net assets

10
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allocated to remarketed 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 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 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 highlight
table also includes the current reporting period. For open-end funds, a
separate table is provided for each share class.

Independent auditors' report

The Board of Trustees and Shareholders
Putnam Premier Income Trust:

We have audited the accompanying statement of assets and liabilities of
Putnam Premier Income Trust, including the fund's portfolio, as of July
31, 2003, 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 auditing standards generally
accepted in the United States of America. 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 July 31, 2003 by correspondence with the custodian and brokers. 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 Premier Income Trust as of July 31, 2003,
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

11
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ended, in conformity with accounting principles generally accepted in
the United States of America.

KPMG LLP

Boston, Massachusetts
September 3, 2003

The fund's portfolio
July 31, 2003

Corporate bonds and notes (54.2%) (a)
Principal amount

Advertising and Marketing Services (0.1%)
$328,333 Adams Outdoor Advertising bank term loan FRN
4.5848s, 2008 (acquired 4/2/03, cost $327,513) (RES)
300,000 Lamar Media Corp. bank term loan FRN Ser. B,
3.5625s, 2010 (acquired 2/27/03, cost $300,000) (RES)
780,000 Lamar Media Corp. company guaranty 7 1/4s, 2013

Automotive (1.2%)
470,000 ArvinMeritor, Inc. notes 8 3/4s, 2012
960,000 Collins & Aikman Products, Inc. company guaranty 11 1/2s, 2006
1,425,000 Collins & Aikman Products, Inc. company guaranty 10 3/4s, 2011
220,000 Dana Corp. notes 10 1/8s, 2010
880,000 Dana Corp. notes 9s, 2011
EUR 60,000 Dana Corp. notes 9s, 2011
$135,000 Dana Corp. notes 7s, 2029
405,000 Dana Corp. notes 6 1/2s, 2009
490,000 Dana Corp. notes 6 1/4s, 2004
295,000 Delco Remy International, Inc. company guaranty 1lls, 2009
520,000 Delco Remy International, Inc. company guaranty 10 5/8s, 2006
1,505,000 Dura Operating Corp. company guaranty Ser. D, 9s, 2009
247,500 Hayes Lemmerz International, Inc. bank term loan
FRN 5.9789s, 2009 (acquired 6/3/03, cost $245,025) (RES)
1,090,000 Lear Corp. company guaranty Ser. B, 8.11ls, 2009
1,160,000 Lear Corp. company guaranty Ser. B, 7.96s, 2005
EUR 285,000 Lear Corp. sr. notes 8 1/8s, 2008
$63,786 SPX Corp. bank term loan FRN Ser. B, 3 3/8s, 2009
(acquired 7/23/02, cost $63,786) (RES)
106,255 SPX Corp. bank term loan FRN Ser. C, 3 5/8s, 2010
(acquired 7/23/02, cost $106,255) (RES)
368,000 Tenneco Automotive, Inc. company guaranty Ser. B, 11 5/8s, 2009
1,040,000 Tenneco Automotive, Inc. 144A sec. notes 10 1/4s, 2013
225,000 TRW Automotive bank term loan FRN Ser. C-1,
4.116s, 2011 (acquired 7/21/03, cost $225,000) (RES)

Basic Materials (5.6%)

15,000 Abitibi-Consolidated Finance LP company
guaranty 7 7/8s, 2009

12
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1,340,000 Acetex Corp. sr. notes 10 7/8s, 2009 (Canada)
200,000 Acetex Corp. 144A sr. notes 10 7/8s, 2009 (Canada)
1,155,000 AK Steel Corp. company guaranty 7 7/8s, 2009
840,000 AK Steel Corp. company guaranty 7 3/4s, 2012
231,805 Appleton Papers, Inc. bank term loan FRN Ser. C,
4.3432s, 2006 (acquired 6/4/02, cost $232,674) (RES)
1,355,000 Appleton Papers, Inc. company guaranty Ser. B,
12 1/2s, 2008
810,000 Better Minerals & Aggregates Co. company
guaranty 13s, 2009
740,000 Compass Minerals Group, Inc. company guaranty 10s, 2011
1,433,853 Doe Run Resources Corp. company guaranty Ser. Al,
11 3/4s, 2008 (acquired various dates from 7/27/01
to 5/27/03, cost $905,472) (RES) (PIK)
1,065,000 Dow Chemical Co. (The) notes 5 3/4s, 2009
255,000 Equistar Chemicals LP notes 8 3/4s, 2009
270,000 Equistar Chemicals LP notes 6 1/2s, 2006
2,345,000 Equistar Chemicals LP/Equistar Funding Corp.
company guaranty 10 1/8s, 2008
550,000 Equistar Chemicals LP/Equistar Funding Corp. 144A
sr. notes 10 5/8s, 2011
300,000 Fort James Corp. company guaranty 4 3/4s, 2004
$415,000 Georgia-Pacific Corp. debs. 9 1/2s, 2011
1,230,000 Georgia-Pacific Corp. debs. 7.7s, 2015
80,000 Georgia-Pacific Corp. notes 8 1/8s, 2011
160,000 Georgia-Pacific Corp. notes 7 1/2s, 2006
445,000 Georgia-Pacific Corp. 144A sr. notes 8 7/8s, 2010
259,000 Georgia-Pacific Corp. 144A sr. notes 7 3/8s, 2008
760,000 Gerdau Ameristeel Corp/Gusap Partners 144A
sr. notes 10 3/8s, 2011 (Canada)
298,500 Hercules, Inc. bank term loan FRN Ser. B, 4.4766s,
2007 (acquired 12/17/02, cost $297,754) (RES)
3,040,000 Hercules, Inc. company guaranty 11 1/8s, 2007
505,000 Huntsman Advanced Materials, LLC 144A sec.
notes 11ls, 2010
896,056 Huntsman Corp. bank term loan FRN Ser. A, 6.0441s,
2007 (acquired various dates from 3/1/02
to 5/1/03, cost $741,276) (RES)
436,980 Huntsman Corp. bank term loan FRN Ser. B, 8.4375s,
2007 (acquired various dates from 3/1/02
to 7/31/03, cost $354,270) (RES)
1,430,000 Huntsman ICI Chemicals, Inc. company
guaranty 10 1/8s, 2009
2,025,000 Huntsman ICI Holdings sr. disc. notes zero %, 2009
590,000 Huntsman International, LLC
sr. sub. notes Ser. EXCH, 10 1/8s, 2009
$320,000 IMC Global, Inc. company guaranty Ser. B, 11 1/4s, 2011
567,000 IMC Global, Inc. company guaranty Ser. B, 10 7/8s, 2008
1,910,000 ISP Chemco, Inc. company guaranty Ser. B, 10 1/4s, 2011
375,000 ISP Holdings, Inc. sec. sr. notes Ser. B, 10 5/8s, 2009
80,000 Kaiser Aluminum & Chemical Corp. sr. notes Ser. B,
10 7/8s, 2006 (In default) (NON)
2,360,000 Kaiser Aluminum & Chemical Corp.
sr. sub. notes 12 3/4s, 2003 (In default) (NON)
530,000 Louisiana-Pacific Corp. sr. notes 8 7/8s, 2010
2,000 Louisiana-Pacific Corp. sr. sub. notes 10 7/8s, 2008
445,000 Lyondell Chemical Co. bonds 11 1/8s, 2012
185,000 Lyondell Chemical Co. company guaranty 9 1/2s, 2008
525,000 Lyondell Chemical Co. notes Ser. A, 9 5/8s, 2007
60,000 Lyondell Chemical Co. sr. sub. notes 10 7/8s, 2009
1,205,000 Lyondell Chemical Co. 144A sec. notes 9 1/2s, 2008
1,110,000 MDP Acquisitions PLC sr. notes 10 1/8s, 2012 (Ireland)
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$442,536 MDP Acquisitions PLC sub. notes 15 1/2s, 2013 (Ireland) (PIK)
EUR 310,000 Messer Griesheim Holdings AG sr. notes 10 3/8s, 2011 (Germany)
$945,000 Millenium America, Inc. company guaranty 9 1/4s, 2008
430,000 Millenium America, Inc. 144A sr. notes 9 1/4s, 2008
695,000 Noveon International bonds 13s, 2011
630,000 Noveon International company guaranty Ser. B, 1lls, 2011
1,315,000 OM Group, Inc. company guaranty 9 1/4s, 2011
1,255,000 Pacifica Papers, Inc. sr. notes 10s, 2009 (Canada)
609,379 PCI Chemicals Canada sec. sr. notes 10s, 2008 (Canada)
192,965 Pioneer Cos., Inc. sec. FRN 4.6s, 2006
1,095,000 Potlatch Corp. company guaranty 10s, 2011
415,000 Rhodia SA 144A sr. sub. notes 8 7/8s, 2011 (France)
355,224 Riverwood International Corp. bank term loan FRN
Ser. C, 3.861ls, 2008 (acquired 4/24/02, cost $355,224) (RES)
2,380,000 Riverwood International Corp. company
guaranty 10 7/8s, 2008
220,000 Riverwood International Corp. company
guaranty 10 5/8s, 2007
465,000 Royster-Clark, Inc. lst mtge. 10 1/4s, 2009
400,000 Salt Holdings Corp. 144A sr. disc.
notes stepped-coupon zero % (12s, 6/1/06), 2013 (STP)
1,070,000 Salt Holdings Corp. 144A sr. notes stepped-coupon
zero % (12 3/4s, 12/15/07), 2012 (STP)
310,000 Smurfit-Stone Container Corp. company
guaranty 8 1/4s, 2012
280,000 Solutia, Inc. company guaranty 11 1/4s, 2009
650,000 Solutia, Inc. debs. 7 3/8s, 2027
1,340,000 Steel Dynamics, Inc. company guaranty 9 1/2s, 2009
194,941 Sterling Chemicals, Inc. sec. notes 10s, 2007 (PIK)
1,090,000 Stone Container Corp. sr. notes 9 3/4s, 2011
490,000 Stone Container Corp. sr. notes 9 1/4s, 2008
1,105,000 Stone Container Corp. sr. notes 8 3/8s, 2012
725,000 Stone Container Corp. 144A company
guaranty 11 1/2s, 2006 (Canada)
575,000 Tembec Industries, Inc. company guaranty 8 5/8s, 2009 (Canada)
210,000 Tembec Industries, Inc. company guaranty 8 1/2s, 2011 (Canada)
70,000 Texas Petrochemical Corp. sr. sub. notes 11 1/8s,
2006 (In default) (NON)
280,000 Texas Petrochemical Corp. sr. sub. notes Ser. B, 11 1/8s, 2006
1,015,000 Ucar Finance, Inc. company guaranty 10 1/4s, 2012
710,000 WCI Steel, Inc. sr. notes Ser. B, 10s, 2004 (In default) (NON)
55,000 Weirton Steel Corp. sr. notes 0 1/2s, 2008 (In default) (NON)
1,290,000 Wheeling-Pittsburgh Steel Corp. sr. notes 9 1/4s, 2007 (In default) (NON)
570,000 WHX Corp. sr. notes 10 1/2s, 2005

Building Materials (0.6%)
1,510,000 American Standard Cos., Inc. company
guaranty 7 5/8s, 2010
445,000 Atrium Cos., Inc. company guaranty Ser. B, 10 1/2s, 2009
450,000 Building Materials Corp. company guaranty 8s, 2008
965,000 Dayton Superior Corp. 144A sec. notes 10 3/4s, 2008
240,625 NCI Building Systems, Inc. bank term loan FRN
Ser. B, 4.35s, 2008 (acquired 9/4/02, cost $240,625) (RES)
630,000 Nortek, Inc. sr. notes Ser. B, 8 7/8s, 2008
120,000 Nortek, Inc. sr. sub. notes Ser. B, 9 7/8s, 2011
460,000 Nortek, Inc. 144A sr. notes Ser. B, 9 1/8s, 2007
415,000 Owens Corning bonds 7 1/2s, 2018 (In default) (NON)
1,185,000 Owens Corning notes 7 1/2s, 2005 (In default) (NON)
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Capital Goods (5.2%)
350,000 Advanced Glass Fiber Yarns bank term loan FRN
Ser. A, 6 1/2s, 2004 (acquired 9/12/02, cost $245,237) (RES)
310,000 Advanced Glass Fiber Yarns sr. sub. notes 9 7/8s,
2009 (In default) (NON)
1,148,000 AEP Industries, Inc. sr. sub. notes 9 7/8s, 2007
313,626 Alliant Techsystems, Inc. bank term loan FRN
Ser. C, 3.4924s, 2009 (acquired 5/7/02, cost $313,626) (RES)
212,143 Allied Waste Industries, Inc. bank term loan FRN
4.4433s, 2010 (acquired 4/25/03, cost $212,143) (RES)
35,357 Allied Waste Industries, Inc. bank term loan FRN
Ser. C, 4.529s, 2010 (acquired 4/25/03, cost $35,357) (RES)
740,000 Allied Waste North America, Inc. company
guaranty Ser. B, 10s, 2009
1,975,000 Allied Waste North America, Inc. company
guaranty Ser. B, 9 1/4s, 2012
655,000 Allied Waste North America, Inc. company
guaranty Ser. B, 8 7/8s, 2008
1,670,000 Allied Waste North America, Inc. company
guaranty Ser. B, 8 1/2s, 2008
1,750,000 Argo-Tech Corp. company guaranty 8 5/8s, 2007
120,000 Argo-Tech Corp. company guaranty Ser. D, 8 5/8s, 2007
900,000 BE Aerospace, Inc. sr. sub. notes 9 1/2s, 2008
185,000 BE Aerospace, Inc. sr. sub. notes Ser. B, 8 7/8s, 2011
760,000 BE Aerospace, Inc. sr. sub. notes Ser. B, 8s, 2008
405,000 Berry Plastics Corp. company guaranty 10 3/4s, 2012
1,530,000 Blount, Inc. company guaranty 13s, 2009
1,310,000 Blount, Inc. company guaranty 7s, 2005
770,000 Briggs & Stratton company guaranty 8 7/8s, 2011
2,300,000 Browning-Ferris Industries, Inc. debs. 7.4s, 2035
880,000 Browning-Ferris Industries, Inc. sr. notes 6 3/8s, 2008
EUR 790,000 BSN Financing Co. SA company guaranty Ser. EUR,
10 1/4s, 2009 (Luxembourg)
$470,000 BSN Glasspack 144A sec. notes 9 1/4s, 2009 (France)
187,500 Casella Waste Systems, Inc. bank term loan FRN
Ser. B, 4.4412s, 2010 (acquired 1/22/03, cost $187,500) (RES)
300,000 Crown Cork & Seal Company, Inc. bank term loan FRN
Ser. B, 4.1s, 2008 (acquired 2/21/03, cost $297,000) (RES)
920,000 Crown Holdings SA 144A sec. notes 10 7/8s, 2013 (France)
1,975,000 Crown Holdings SA 144A sec. notes 9 1/2s, 2011 (France)
1,310,000 Decrane Aircraft Holdings Co. company
guaranty Ser. B, 12s, 2008
850,000 Earle M. Jorgensen Co. sec. notes 9 3/4s, 2012
1,150,000 FIMEP SA 144A sr. notes 10 1/2s, 2013 (France)
EUR 420,000 Flender Holdings 144A sr. notes 1ls, 2010 (Denmark)
$116,177 Flowserve Corp. bank term loan FRN Ser. C, 3.947s,
2009 (acquired 4/30/02, cost $116,177) (RES)
705,000 Flowserve Corp. company guaranty 12 1/4s, 2010
EUR 135,000 Flowserve Finance BV company guaranty 12 1/4s,
2010 (Netherlands)
$135,000 Fonda Group, Inc. sr. sub. notes Ser. B, 9 1/2s, 2007
300,000 Graham Packaging bank term loan FRN 5.0352s, 2010
(acquired 2/18/03, cost $298,500) (RES)
915,000 Hexcel Corp. sr. sub. notes 9 3/4s, 2009
730,000 High Voltage Engineering Corp. sr. notes 10 3/4s, 2004
650,000 Insilco Holding Co. sr. disc. notes stepped-coupon
zero % (1l4s, 8/15/03), 2008 (In default) (NON) (STP)
EUR 380,000 Invensys, PLC sr. unsub. notes 5 1/2s, 2005 (United Kingdom)
$580,000 Jordan Industries, Inc. sr. notes Ser. D, 10 3/8s, 2007
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520,000 K&F Industries, Inc. sr. sub. notes Ser. B, 9 5/8s, 2010
420,000 K&F Industries, Inc. sr. sub. notes Ser. B, 9 1/4s, 2007
245,025 Laidlaw International, Inc. bank term loan FRN 7s,
2009 (acquired 6/18/03, cost $240,125) (RES)
1,025,000 Laidlaw International, Inc. 144A sr. notes 10 3/4s, 2011
190,000 Legrand SA debs. 8 1/2s, 2025 (France)
425,000 Manitowoc Co., Inc. (The) company guaranty 10 1/2s, 2012
EUR 255,000 Manitowoc Co., Inc. (The) company guaranty 10 3/8s, 2011
$470,064 Michigan Electric Transmission Co./Michigan
Electric Transmission, Inc. bank term loan FRN
Ser. B, 3.6s, 2007 (acquired 4/22/02, cost $270,064) (RES)
1,435,000 Motors and Gears, Inc. sr. notes Ser. D, 10 3/4s, 2006
1,565,000 Owens-Brockway Glass company guaranty 8 7/8s, 2009
955,000 Owens-Brockway Glass sr. sec. notes 8 3/4s, 2012
775,000 Owens—-Brockway Glass 144A sr. notes 8 1/4s, 2013
725,000 Owens—-Brockway Glass 144A sr. sec. notes 7 3/4s, 2011
135,000 Pliant Corp. company guaranty 13s, 2010
715,000 Pliant Corp. 144A sec. notes 11 1/8s, 2009
930,000 Roller Bearing Company of America company
guaranty Ser. B, 9 5/8s, 2007
1,650,000 Sequa Corp. sr. notes 9s, 2009
160,000 Sequa Corp. sr. notes Ser. B, 8 7/8s, 2008
110,000 Sequa Corp. 144A sr. notes 8 7/8s, 2008
855,000 Siebe PLC 144A notes 7 1/8s, 2007 (United Kingdom)
290,000 Siebe PLC 144A sr. unsub. 6 1/2s, 2010 (United Kingdom)
335,000 Sweetheart Cup Co. company guaranty 12s, 2004
600,000 TD Funding Corp. 144A sr. sub. notes 8 3/8s, 2011
1,730,000 Tekni-Plex, Inc. company guaranty Ser. B, 12 3/4s, 2010
185,000 Terex Corp. company guaranty 8 7/8s, 2008
915,000 Terex Corp. company guaranty Ser. B, 10 3/8s, 2011
185,000 Terex Corp. company guaranty Ser. D, 8 7/8s, 2008
444,383 Titan Corp. (The) bank term loan FRN Ser. B,
4.485s, 2009 (acquired various dates from 5/14/02
to 6/3/02, cost $444,383) (RES)
515,000 Titan Corp. (The) 144A sr. sub. notes 8s, 2011
75,000 Transdigm, Inc. bank term loan FRN 4.116s, 2010
(acquired 7/21/03, cost $75,000) (RES)
430,000 Trimas Corp. company guaranty 9 7/8s, 2012
380,000 Trimas Corp. 144A company guaranty 9 7/8s, 2012
601,596 Veridian Corp. bank term loan FRN Ser. B, 4.35s,
2008 (acquired 9/20/02, cost $601,596) (RES)
510,000 Vought Aircraft Industries Inc. 144A sr. notes 8s, 2011

Commercial and Consumer Services (0.4%)
189,225 Coinmach Corp. bank term loan FRN Ser. B, 4.0327s,
2009 (acquired 1/31/02, cost $188,988) (RES)
1,655,000 Coinmach Corp. sr. notes 9s, 2010
196,704 Corrections Corp. of America bank term loan FRN
4.6698s, 2008 (acquired 2/24/03, cost $196,950) (RES)
670,372 Derby Cycle Corp. (The) sr. notes 10s, 2008 (In default) (NON)
DEM 77,574 Derby Cycle Corp. (The) sr. notes 9 3/8s, 2008 (In default) (NON)
EUR 1,645,474 Derby Cycle Corp. (The) sr. notes 9 3/8s, 2008 (In default) (NON)
$895,000 IESI Corp. company guaranty 10 1/4s, 2012
910,000 Outsourcing Solutions, Inc. sr. sub. notes Ser. B,
11s, 2006 (In default) (NON)
123,750 Worldspan bank term loan FRN 4 7/8s, 2007
(acquired 6/30/03, cost $122,513) (RES)
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Communication Services (5.1%)
1,995,000 ACC Escrow Corp. 144A sr. notes 10s, 2011
550,000 Airgate PCS, Inc. sr. sub. notes stepped-coupon
zero % (13 1/2s, 10/1/04), 2009 (STP)
890,000 Alamosa Delaware, Inc. company guaranty
13 5/8s, 2011
400,000 Alamosa Delaware, Inc. company guaranty 12 1/2s, 2011
3,000 Alamosa PCS Holdings, Inc. company
guaranty stepped-coupon zero % (12 7/8s, 2/15/05), 2010 (STP)
1,970,000 American Cellular Corp. company guaranty 9 1/2s,
2009 (In default) (NON)
405,000 American Tower Corp. sr. notes 9 3/8s, 2009
1,360,000 American Tower Escrow Corp. disc. notes zero %, 2008
770,000 Asia Global Crossing, Ltd. sr. notes 13 3/8s, 2010
(Bermuda) (In default) (NON)
340,686 Bell Actimedia bank term loan FRN Ser. C, 5.35s,
2010 (acquired 11/26/02, cost $337,279) (RES)
2,065,000 Centennial Cellular Operating Co. 144A sr. notes 10 1/8s, 2013
1,265,000 Cincinnati Bell, Inc. 144A company guaranty 7 1/4s, 2013
445,735 Colo.com, Inc. 144A sr. notes 13 7/8s, 2010 (In default) (NON)
75,000 Colt Telecommunications Group PLC sr. disc.
notes 12s, 2006 (United Kingdom)

GBP 305,000 Colt Telecommunications Group PLC
sr. notes 10 1/8s, 2007 (United Kingdom)
EUR 150,000 Colt Telecommunications Group PLC

sr. notes 7 5/8s, 2009 (United Kingdom)
$1,405,000 Crown Castle International Corp. sr. disc.
notes stepped-coupon zero % (10 3/8s, 5/15/04), 2011 (STP)
1,060,000 Crown Castle International Corp. sr. notes 9 3/8s, 2011
150,000 Crown Castle International Corp. sr. notes 9s, 2011
1,220,000 Dobson/Sygnet Communications, Inc. sr. notes 12 1/4s, 2008
365,000 Eircom Funding 144A sr. sub. notes 8 1/4s, 2013 (Ireland)
540,000 Fairpoint Communications, Inc. sr. sub. notes 12 1/2s, 2010
380,000 Firstworld Communication Corp. sr. disc.
notes zero %, 2008 (In default) (NON)
459,310 Globix Corp. company guaranty 1ls, 2008 (PIK)
220,000 Horizon PCS, Inc. company guaranty 13 3/4s, 2011
90,000 Intermedia Communications, Inc. sr. notes Ser. B,
8.6s, 2008 (In default) (NON)
1,270,000 iPCS, Inc. sr. disc. notes stepped-coupon zero %
(14s, 7/15/05), 2010 (In default) (NON) (STP)
705,000 IWO Holdings, Inc. company guaranty 1l4s, 2011
1,000,000 L-3 Communications Corp. Structured Notes
Ser. 01-5, 8.82s, 2009 (Issued by COUNTS Trust)
815,000 Madison River Capital Corp. sr. notes 13 1/4s, 2010
450,000 Metromedia Fiber Network, Inc. sr. notes 10s,
2009 (In default) (NON)
1,070,000 Metromedia Fiber Network, Inc. sr. notes Ser. B,
10s, 2008 (In default) (NON)
1,085,000 Millicom International Cellular SA 144A
sr. notes 1lls, 2006 (Luxembourqg)
925,000 Nextel Communications, Inc. bank term loan FRN
Ser. A, 2.5625s, 2007 (acquired 11/1/02, cost $807,063) (RES)
186,094 Nextel Communications, Inc. bank term loan FRN
Ser. B, 4.6875s, 2008 (acquired 12/19/02, cost $172,090) (RES)
186,094 Nextel Communications, Inc. bank term loan FRN
Ser. C, 4.9375s, 2008 (acquired 12/19/02, cost $172,090) (RES)
25,000 Nextel Communications, Inc. sr. disc. notes 9.95s, 2008
420,000 Nextel Communications, Inc. sr. notes 12s, 2008
540,000 Nextel Communications, Inc. sr. notes 9 1/2s, 2011
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1,805,000 Nextel Communications, Inc. sr. notes 9 3/8s, 2009
1,425,000 Nextel Communications, Inc. sr. notes 7 3/8s, 2015
85,000 Nextel Partners, Inc. sr. notes 12 1/2s, 2009
760,000 Nextel Partners, Inc. sr. notes 1lls, 2010
2,440,000 Nextel Partners, Inc. 144A sr. notes 8 1/8s, 2011
990,000 Orbital Imaging Corp. sr. notes Ser. B, 11 5/8s, 2005 (In default) (NON)
448,500 PanAmSat Corp. bank term loan FRN Ser. B, 4.6s,
2009 (acquired 2/21/02, cost $447,939) (RES)
1,160,000 PanAmSat Corp. company guaranty 8 1/2s, 2012
10,000 Qw