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Dear Fellow Shareholder:

Thanks to some astute decisions by the management team and the strong
performance of U.S. government securities, Putnam Premier Income Trust
was able to post favorable results within its peer group for the fiscal
year that ended on July 31, 2002. The generally troubled non-U.S. and
high-yield securities in the portfolio detracted from performance. On
the following pages, the team provides a full discussion of the reasons
behind this performance and then presents its view of prospects for the
months ahead.

Management believes there are reasons for optimism as the U.S. economic
recovery continues to exhibit signs that it is still very much alive,
albeit not as robust as some investors might desire. Productivity
continues to improve, interest rates remain low, and inflation is still
virtually nonexistent, all positive signs for fixed-income securities.
As non-U.S. markets also begin to recover, the managers are confident
that the prospects for securities in these areas will similarly improve.

Meanwhile, as your fund begins a new fiscal year, the team continues to
monitor these market and economic trends closely and will adjust the

portfolio to seek maximum advantage as opportunities present themselves.

Respectfully yours,

/S/ JOHN A. HILL /S/ GEORGE PUTNAM, III
John A. Hill George Putnam, III
Chairman of the Trustees President of the Funds

September 18, 2002
REPORT FROM FUND MANAGEMENT

This fund is managed by the
Putnam Core Fixed-Income Team

During the past fiscal year, Putnam Premier Income Trust endured one of
the most volatile environments in recent memory for both stocks and
bonds. A series of unforeseeable events during the period resulted in a
flight to quality that benefited higher-quality bonds at the expense of
riskier asset classes, such as high yield. Since your fund holds
approximately 40%-50% of its assets in high-yield bonds, the fund
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underperformed its benchmark index, the Lehman Government Bond Index,
which consists entirely of government securities. Despite modest
absolute returns at net asset value, the fund's relative performance
was strong, coming in ahead of its Lipper category average for the
12-month period (see page 7 for Lipper details). The fund's higher
return at market price reflected investors' growing preference for
fixed-income securities and pursuit of higher yields.

Total return for 12 months ended 7/31/02

NAV Market price
1.44% 4.44%

Past performance does not indicate future results. Performance based on
market prices for the shares will vary from performance based on the
portfolio's net asset value. Performance information for longer periods
begins on page 7.

* 2001 WAS HEAVILY INFLUENCED BY SEPTEMBER 11

Financial markets endured one of the most challenging periods in
decades, as the world struggled to overcome the damage caused by
terrorism, recession, geopolitical unrest, and accounting scandals
involving several large U.S. firms. These factors created an environment
of uncertainty, causing fixed-income investors to favor higher-quality
investments. As a result, bond sectors with greater risk, such as high
yield, struggled during the year. On the other hand, government bonds
benefited from the flight to quality and turned in strong returns.

[GRAPHIC OMITTED: horizontal bar chart SECTOR ALLOCATIONS]

SECTOR ALLOCATIONS*

High yield 45.4%
U.S. investment grade 32.0%
Foreign 22.6%

Footnote reads:
*Based on net assets as of 7/31/02. Holdings will vary over time.

Just as the U.S. economy was starting to gain some momentum in the late
summer of 2001, the September 11 tragedy sent global markets into a
tailspin. Economic activity dropped off sharply and a recession became
imminent. Central banks in many developed countries intervened by
cutting interest rates further in an effort to boost economic growth,
and the Federal Reserve Board lowered the federal funds rate to a
historical low of 1.75%, where it stood as this report was being
written. Yield curves steepened dramatically as short-term yields
plunged because of large-scale monetary and fiscal stimulus as well as a
flight to quality among investors. Government bonds emerged as the top
performers during this time.

"As the stock market continues to take an awful beating, investors have
rediscovered the simple virtues of bonds."

-— Barron's, July 29, 2002
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While the high-yield market suffered from its lack of liquidity and
dependence on economic recovery immediately after September 11,
high-yield bonds staged an impressive rally in the final months of 2001.
Optimism set in again as the New Year approached and investors applauded
signs of a stronger-than-expected economic rebound. Amid widespread
references to the shortest and mildest U.S. recession in history,
investors developed a renewed appetite for risk that helped 1lift returns
in the high-yield market at the expense of the safer government sectors.

* 2002 BROUGHT MORE TURMOIL, BUT DECLINING RATES HELPED BONDS

Despite an earlier-than-expected turnaround in macroeconomic data,
investor confidence rapidly eroded following the intensification of
corporate accounting scandals. Poor first-quarter earnings, mounting
investigations by the Securities and Exchange Commission, and fears of
terrorism contributed to increasing investor risk aversion. As a result,
government bonds advanced at the expense of riskier asset classes.
Equity and credit markets came under pressure as investors became more
skeptical about corporate accounting practices. Within the fixed-income
universe, corporate bonds -- both investment grade and high-yield --
performed poorly compared to the higher-quality sectors.

Fund Profile

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

As with the high-yield sector, emerging-market bond returns fell victim
to the volatility. Initially, corporate scandals in the U.S. boosted
investor interest in these bonds, especially in light of the improving
macroeconomic environment. However, the second wave of corporate
scandals in the U.S. lowered growth expectations worldwide and hurt the
outlook for emerging-market bonds.

Your fund's performance was negatively affected by its high-yield
holdings, but the management team was able to mitigate the damage by
keeping the high-yield holdings well diversified and by having minimal
exposure to large-scale defaults. The fund's emerging-markets holdings
also hurt performance, but the fund benefited from our low exposure to
Argentina and from solid performance in Russian bonds. The fund's
international holdings within developed countries —-- especially Germany
and the U.K. —-- made positive contributions overall and were enhanced by
the decline in the U.S. dollar against its major counterparts.

* SLOW TO MODERATE GROWTH FOR THE REST OF 2002

We still believe that a modest economic recovery, combined with low
inflation, should continue through the second half of 2002. However,
given the recent trend of weaker-than-expected economic data, growth
appears likely to be somewhat sluggish. We believe personal consumption
should decelerate this year, moreover, due to a negative wealth effect
and the lack of further tax cuts. Furthermore, we believe growth in
business investment spending will outpace consumer spending by the end
of the year and continue its gradual improvement throughout 2003.
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[GRAPHIC OMITTED: TOP SECTOR HOLDINGS]
TOP SECTOR HOLDINGS*
Top three high-yield holdings

HMH Properties, Inc.
company guaranty, Series B, 7.875%, 2008

Echostar Broadband Corp.
senior notes, 10.375%, 2007

Pioneer Natural Resources Co.
company guaranty, 9.675%, 2010

Top three U.S. government holdings

U.S. Treasury Bonds

7.5%, 11/15/16

Federal National Mortgage Association
pass—-through certificates, TBA, 6.5%,
8/1/32

U.S. Treasury Bonds
6.25%, 5/15/30

Top three international holdings

Sweden (Government of) bonds,
Series 1044, 3.5%, 2006

Sweden (Government of) bonds,
Series 1037, 8%, 2007

United Kingdom Treasury bonds,
8.5%, 2005

Footnote reads:
*These holdings represent 12.4% of the fund's net assets as of 7/31/02.
Portfolio holdings will vary over time.

The high-yield market remains bifurcated, with controversy riddling four
industry sectors: cable, wireline telecommunications, wireless
telecommunications, and utilities. In our view, the rest of the
high-yield market is in good shape from a fundamental standpoint. Poor
returns in these four troubled sectors have weighed on the market
heavily, and we now view high-yield bonds somewhat more cautiously than
we had at the beginning of the year. While the technical environment
remains supportive —-- with low absolute yields, a steep yield curve,
positive net cash inflows and a manageable level of supply —-- secular
issues in the poor-performing sectors may continue to thwart returns.

We continue to find value in international developed markets, while we
remain neutral on emerging markets because of rising political concerns
in specific countries. As global investors await further evidence that
economic recovery remains on track, we will continue to maintain the
fund's diversity.

In general, the relative weakness in the global economies bodes well for
the higher—-quality bond sectors, as this type of environment should keep
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inflation and interest rates stable. We expect that the lower-quality,
higher-risk sectors will benefit more as economic growth improves. As
always, we will continue to take advantage of opportunities as they
arise while maintaining strict risk controls. The fund's diversity
remains its strength, as weak performance in some sectors can be offset
by stronger performance in others. As active managers, we will continue
to seek out securities with positive fundamentals and attractive
valuations, as well as market sectors that appear to offer potential for
outperformance, while seeking to pare back in those markets and sectors
that may be facing difficulties.

The views expressed here are exclusively those of Putnam Management.
They are not meant as investment advice. Although the described holdings
were viewed favorably as of 7/31/02, there is no guarantee the fund will
continue to hold these securities in the future. International investing
involves certain risks, such as currency fluctuations, economic
instability, and political developments. Lower-rated bonds may offer
higher yields in return for more risk. Government securities guarantee
principal and interest; mutual funds that invest in these securities are
not guaranteed. Mortgage-backed securities are subject to prepayment
risk.

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

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.

PERFORMANCE SUMMARY
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This section provides information about your fund's performance, which
should always be considered in light of its investment strategy.

TOTAL RETURN FOR PERIODS ENDED 7/31/02

NAV Market price
1 year 1.44% 4.44%
5 years 11.41 12.02
Annual average 2.18 2.30
10 years 80.54 67.83
Annual average 6.09 5.31
Life of fund
(since 2/29/88)
Annual average 7.48 6.72

COMPARATIVE INDEX RETURNS FOR PERIODS ENDED 7/31/02

Lehman SSB Non-U.S.

Government World Govt. CSFB High

Bond Index Bond Index Yield Index
1 year 8.60% 13.51% -2.36%
5 years 43.62 19.87 5.58
Annual average 7.51 3.69 1.09
10 years 101.84 69.10 83.83
Annual average 7.28 5.39 6.28
Life of fund
(since 2/29/88)
Annual average 8.17 6.43 7.88

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. Performance does not reflect taxes on reinvested
distributions.

LIPPER INFORMATION:

The average annualized return for the 12 funds in the Lipper Flexible
Income Funds category over the 12 months ended 7/31/02 was -3.23%. Over the
5- and 10-year periods ended 7/31/02, annualized returns for the category

were 1.08% and 5.58%, respectively.

PRICE AND DISTRIBUTION INFORMATION 12 MONTHS ENDED 7/31/02
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Distributions
(number) 12
Income $0.5294

Return of

capital 2 0.0106

Cfotal  so.se00
Share value: NAV  Market price
731700 se.es  se.s
73102 622 603

Current return (end of period)

Current
dividend
rate 1 8.68% 8.96%

1 Income portion of most recent distribution, annualized and divided by
NAV or market price at end of period.

2 See page 55.

TOTAL RETURN FOR PERIODS ENDED 6/30/02 (most recent calendar quarter)

NAV Market price
1 year 4.17% 8.06%
5 years 15.57 19.93
Annual average 2.94 3.70
10 years 86.36 85.15
Annual average 6.42 6.35
Life of fund
(since 2/29/88)
Annual average 7.64 6.99

Past performance does not indicate future results. More recent returns
may be more or less than those shown. They do not take into account any
adjustment for taxes payable on reinvested distributions. Investment
returns, net asset value, and market price will fluctuate so that an
investor's shares when sold may be worth more or less than their
original cost.

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
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liabilities and the net assets allocated to remarketed preferred shares,
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 BENCHMARKS

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

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

Salomon Smith Barney (SSB) Non-U.S. World Government Bond Index* is an
unmanaged list of bonds issued by 10 countries.

Consumer price index (CPI) is a commonly used measure of inflation; it
does not represent an investment return.

Lipper Inc. is a third-party industry ranking entity that ranks funds
(without sales charges) with similar current investment styles or
objectives as determined by Lipper.

*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.

A GUIDE TO THE FINANCIAL STATEMENTS

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

The fund's portfolio 1lists 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
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
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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.

REPORT OF INDEPENDENT ACCOUNTANTS

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, 2002, and the related statement of operations for the year then
ended, the statements of changes in net assets for each of the years in
the two-year period then ended and financial highlights for each of the
years in the four-year 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, 2002 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, 2002,
the results of its operations for the year then ended, and changes in
its net assets for each of the years in the two-year period then ended
and financial highlights for each of the years in the four-year period
then ended in conformity with accounting principles generally accepted
in the United States of America.

KPMG LLP
Boston, Massachusetts
September 9, 2002

THE FUND'S PORTFOLIO
July 31, 2002
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CORPORATE BONDS AND NOTES (48.0%) (a)
PRINCIPAL AMOUNT

Advertising and Marketing Services (0.1%)
$1,188,235 Interact Operating Co. notes 1l4s, 2003 (PIK)
585,000 Lamar Media Corp. company guaranty 9 5/8s, 2006
420,000 Lamar Media Corp. sr. sub. notes 9 1/4s, 2007

Aerospace and Defense (1.1%)
748,125 Alliant Techsystems, Inc. bank term loan FRN Ser. C,
4 1/8s, 2009 (acquired 5/7/02, cost $748,125) (RES)
120,000 Argo-Tech Corp. company guaranty Ser. D, 8 5/8s, 2007
1,735,000 Argo-Tech Corp. 144A company guaranty 8 5/8s, 2007
900,000 BE Aerospace, Inc. sr. sub. notes 9 1/2s, 2008
1,230,000 BE Aerospace, Inc. sr. sub. notes Ser. B, 8s, 2008
1,310,000 Decrane Aircraft Holdings Co. company guaranty
Ser. B, 12s, 2008
1,030,000 Hexcel Corp. sr. sub. notes 9 3/4s, 2009
1,310,000 L-3 Communications Corp. sr. sub. notes 8 1/2s, 2008
1,000,000 L-3 Communications Corp. Structured Notes 5.7s, 2009
(Issued by COUNTS Trust, Series 2001-5)
570,000 Moog, Inc. sr. sub. notes Ser. B, 10s, 2006
679,164 United Defense Industries, Inc. bank term loan FRN
4.59s, 2009 (acquired various dates 10/19/01 to 7/1/02,
cost $679,286) (RES)

Agriculture (0.2%)

1,620,000 Premium Standard Farms, Inc. sr. notes 9 1/4s, 2011

Airlines (0.7%)
100,000 Air Canada Corp. sr. notes 10 1/4s, 2011 (Canada)

1,390,000 Airbus Industries sinking fund 144A notes Ser. D, 12.266s, 2020
1,360,000 Calair, LLC/Calair Capital Corp. company guaranty 8 1/8s, 2008
450,000 Continental Airlines, Inc. pass—-through certificates Ser. D,

7.568s, 2006
550,000 Delta Air Lines, Inc. pass—-through certificates Ser. 00-1,
Class C, 7.779s, 2005
390,000 Delta Air Lines, Inc. pass—-through certificates Ser. C, 7.779s, 2012
330,000 Northwest Airlines, Inc. company guaranty 8 3/8s, 2004
770,000 Northwest Airlines, Inc. company guaranty 7 5/8s, 2005
840,000 Northwest Airlines, Inc. sr. notes 9 7/8s, 2007
368,769 NWA Trust sr. notes Ser. A, 9 1/4s, 2012
780,000 US Air, Inc. pass—through certificates Ser. 93A3, 10 3/8s, 2013

Automotive (1.2%)
484,072 Collins & Aikman Products, Inc. bank term loan FRN
Ser. B, 7s, 2005 (acquired 12/20/01, cost $479,232) (RES)
1,120,000 Collins & Aikman Products, Inc. company guaranty
11 1/2s, 2006
1,100,000 Collins & Aikman Products, Inc. company guaranty

10
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10 3/4s, 2011
875,000 Dana Corp. notes 9s, 2011
160,000 Dana Corp. notes 7s, 2029
490,000 Dana Corp. notes 6 1/4s, 2004
255,000 Dana Corp. 144A sr. notes 10 1/8s, 2010
360,000 Delco Remy International, Inc. company guaranty 1lls, 2009
150,000 Delco Remy International, Inc. company guaranty 10 5/8s, 2006
100,000 Delco Remy International, Inc. sr. notes 8 5/8s, 2007
620,000 Dura Operating Corp. company guaranty Ser. B, 8 5/8s, 2012
1,300,000 Dura Operating Corp. company guaranty Ser. D, 9s, 2009
730,000 Exide Corp. sr. notes 10s, 2005 (In default) (NON)
200,000 Federal Mogul Corp. notes 7 7/8s, 2010 (In default) (NON)
910,000 Federal Mogul Corp. notes 7 3/4s, 2006 (In default) (NON)
260,000 Ford Motor Credit Corp. notes 7 3/8s, 2009
350,000 Hayes Lemmerz International, Inc. 144A company
guaranty 11 7/8s, 2006 (In default) (NON)
700,000 Lear Corp. company guaranty Ser. B, 8.11ls, 2009
1,160,000 Lear Corp. company guaranty Ser. B, 7.96s, 2005
150,000 Lear Corp. sr. notes 8 1/8s, 2008
350,000 Lear Corp. Structured Notes 8.46s (Issued by STEERS
Credit Linked Trust Series 2001) (acquired 5/17/01,
cost $350,000) 2006 (RES)
368,000 Tenneco Automotive, Inc. company guaranty Ser. B,
11 5/8s, 2009

700,000 Chevy Chase Savings Bank, Inc. sub. debs. 9 1/4s, 2005
850,000 Colonial Capital II 144A company guaranty 8.92s, 2027
110,000 Dime Capital Trust I bank guaranty Ser. A, 9.33s, 2027
1,500,000 GS Escrow Corp. sr. notes 7 1/8s, 2005
165,000 North Fork Capital Trust I company guaranty 8.7s, 2026
DKK 15,313,059 Nykredit mtge. 6s, 2032 (Denmark)
$160,000 Ocwen Financial Corp. notes 11 7/8s, 2003
115,000 Peoples Heritage Capital Trust company guaranty
Ser. B, 9.06s, 2027
715,000 Provident Capital Trust company guaranty 8.6s, 2026
2,980,000 Sovereign Bancorp, Inc. sr. notes 10 1/2s, 2006
750,000 Veridian Corp. bank term loan FRN Ser. B, 5.09s, 2006
(acquired various dates 5/9/02 to 5/14/02, cost $755,250) (RES)
505,000 Webster Capital Trust I 144A bonds 9.36s, 2027

210,000 Constellation Brands, Inc. company guaranty 8 1/2s, 2009
860,000 Constellation Brands, Inc. company guaranty Ser. B, 8s, 2008
1,190,000 Constellation Brands, Inc. sr. sub. notes Ser. B, 8 1/8s, 2012

Broadcasting (3.2%)
1,440,000 Acme Television company guaranty 10 7/8s, 2004
920,000 Benedek Communications Corp. sr. disc. notes 13 1/4s,
2006 (In default) (NON)
310,000 British Sky Broadcasting PLC company guaranty 8.2s,
2009 (United Kingdom)
2,320,000 British Sky Broadcasting PLC company guaranty 6 7/8s,

11
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2009 (United Kingdom)

2,200,000 Chancellor Media Corp. company guaranty 8s, 2008

240,000 Cumulus Media, Inc. bank term loan FRN Ser. B, 4 7/8s,
2007 (acquired 3/20/02, cost $240,000) (RES)

3,586,000 Diva Systems Corp. sr. disc. notes stepped-coupon Ser. B,

zero % (12 5/8s, 3/1/03), 2008 (In default) (NON) (STP)

4,490,000 Echostar Broadband Corp. sr. notes 10 3/8s, 2007

1,430,000 Echostar DBS Corp. sr. notes 9 3/8s, 2009

2,130,000 Echostar DBS Corp. 144A sr. notes 9 1/8s, 2009
600,000 Emmis Communications Corp. bank term loan FRN

4 3/8s, 2009 (acquired 6/20/02, cost $599,250) (RES)
200,000 Emmis Communications Corp. company guaranty
Ser. B, 8 1/8s, 2009
433,000 Emmis Communications Corp. sr. disc. notes stepped-coupon
zero % (12 1/2s, 3/15/06), 2011 (STP)
270,000 Fox/Liberty Networks, LLC sr. disc. notes stepped-coupon
zero % (9 3/4s, 8/15/02), 2007 (STP)

1,120,000 Fox/Liberty Networks, LLC sr. notes 8 7/8s, 2007

10,000 Granite Broadcasting Corp. sr. sub. notes 10 3/8s, 2005
790,000 Granite Broadcasting Corp. sr. sub. notes 9 3/8s, 2005
960,000 Granite Broadcasting Corp. sr. sub. notes 8 7/8s, 2008

85,000 Knology Holdings, Inc. sr. disc. notes stepped-coupon

zero % (11 7/8s, 10/15/02), 2007 (STP)

1,740,000 LIN Holdings Corp. sr. disc. notes stepped-coupon zero %

(10s, 3/1/03), 2008 (STP)

170,000 LIN Holdings Corp. sr. disc. notes stepped-coupon zero %
(10s, 3/1/03), 2008 (STP)

510,000 Pegasus Satellite sr. notes 12 3/8s, 2006

2,658,731 Quorum Broadcast Holdings, LLC notes stepped-coupon

zero % (15s, 5/15/06), 2009 (acquired 5/15/01,
cost $1,056,491) (RES) (STP)

300,000 Radio One, Inc. company guaranty Ser. B, 8 7/8s, 2011

502,000 RCN Corp. sr. disc. notes stepped-coupon Ser. B, zero %
(9.8s, 2/15/03), 2008 (STP)

450,000 Sinclair Broadcast Group, Inc. bank term loan FRN Ser. B,
4 1/8s, 2010 (acquired 7/12/02, cost $450,000) (RES)

1,370,000 Sinclair Broadcast Group, Inc. company guaranty 9s, 2007
440,000 Sinclair Broadcast Group, Inc. company guaranty 8 3/4s, 2011
100,000 Sinclair Broadcast Group, Inc. sr. sub. notes 8 3/4s, 2007

2,080,000 XM Satellite Radio Holdings, Inc. sec. notes 1l4s, 2010

2,250,000 Young Broadcasting, Inc. company guaranty 10s, 2011
166,000 Young Broadcasting, Inc. company guaranty Ser. B, 8 3/4s, 2007

Building Materials (0.3%)
390,000 Atrium Companies, Inc. company guaranty Ser. B, 10 1/2s, 2009
450,000 Building Materials Corp. company guaranty 8s, 2008
1,230,000 Dayton Superior Corp. company guaranty 13s, 2009
1,750,000 Owens Corning bonds 7 1/2s, 2018 (In default) (NON)
380,000 Owens Corning notes 7 1/2s, 2005 (In default) (NON)

Cable Television (1.3%)
110,000 Adelphia Communications Corp. notes Ser. B, 9 7/8s,
2005 (In default) (NON)
560,000 Adelphia Communications Corp. sr. notes 10 7/8s,
2010 (In default) (NON)
440,000 Adelphia Communications Corp. sr. notes 10 1/4s,
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2011 (In default) (NON)
20,000 Adelphia Communications Corp. sr. notes 9 3/8s,
2009 (In default) (NON)
50,000 Adelphia Communications Corp. sr. notes 7 7/8s,
2009 (In default) (NON)
1,680,000 Adelphia Communications Corp. sr. notes Ser. B, 7 3/4s,
2009 (In default) (NON)
1,120,000 Century Cable Holdings bank term loan FRN 6 3/4s, 2009
(acquired various dates 5/22/02 to 6/11/02, cost $980,400) (RES)
450,000 Charter Communications Holdings, LLC bank term loan
FRN Ser. B, 4.61ls, 2008 (acquired 10/22/01, cost $439,875) (RES)
1,130,000 Charter Communications Holdings, LLC sr. notes 11 1/8s, 2011
590,000 Charter Communications Holdings, LLC sr. notes 10 3/4s, 2009
520,000 Charter Communications Holdings, LLC/Capital Corp. sr. disc.
notes stepped-coupon zero % (12 1/8s, 1/15/07), 2012 (STP)
2,310,000 Charter Communications Holdings, LLC/Capital Corp. sr. disc.
notes stepped-coupon zero % (11 3/4s, 5/15/06), 2011 (STP)
580,000 Charter Communications Holdings, LLC/Capital Corp. sr. disc.
notes stepped-coupon zero % (11 3/4s, 1/15/05), 2010 (STP)
440,000 Charter Communications Holdings, LLC/Capital Corp. sr.
notes 10s, 2011
710,000 Charter Communications Holdings, LLC/Capital Corp. sr.
notes 10s, 2009
520,000 Charter Communications Holdings, LLC/Capital Corp. sr.
notes 9 5/8s, 2009
30,000 Charter Communications Holdings, LLC/Capital Corp. sr.
notes 8 5/8s, 2009
130,000 Charter Communications Holdings, LLC/Capital Corp. sr.
notes 8 1/4s, 2007
680,000 CSC Holdings, Inc. debs. 7 5/8s, 2018
410,000 CSC Holdings, Inc. sr. notes 7 7/8s, 2007
1,605,000 CSC Holdings, Inc. sr. notes Ser. B, 7 5/8s, 2011
3,225,000 Diamond Cable Communications PLC sr. disc. notes
10 3/4s, 2007 (United Kingdom) (In default) (NON)
330,000 Diamond Cable Communications PLC sr. disc. notes
13 1/4s, 2004 (United Kingdom) (In default) (NON)
1,340,000 Diamond Cable Communications PLC sr. disc. notes
11 3/4s, 2005 (United Kingdom) (In default) (NON)
330,000 Insight Communications Company, Inc. sr. disc. notes
stepped-coupon zero % (12 1/4s, 2/15/06), 2011 (STP)
210,000 Insight Midwest LP/Insight Capital, Inc. bank term loan
FRN 5.063s, 2009 (acquired 11/5/01, cost $209,606) (RES)
969,000 International Cabletel, Inc. sr. disc. notes 11 1/2s, 2006
(In default) (NON)
680,000 NTL Communications Corp. sr. notes stepped-coupon
Ser. B, zero % (12 3/8s, 10/1/03), 2008 (In default) (NON) (STP)
480,000 NTL, Inc. sr. notes Ser. A, 12 3/4s, 2005 (In default) (NON)
100,000 NTL, Inc. sr. notes Ser. B, 10s, 2007 (In default) (NON)
190,000 Olympus Cable bank term loan FRN Ser. B, 6 3/4s, 2010
(acquired 6/20/02, cost $165,585) (RES)
560,000 ONO Finance PLC sr. notes 1l4s, 2011 (United Kingdom)
250,000 ONO Finance PLC sr. notes 13s, 2009 (United Kingdom)
780,000 Rogers Cablesystems, Ltd. sr. notes Ser. B, 10s, 2005 (Canada)
910,000 Rogers Cablesystems, Ltd. sr. sub. notes 8.8s, 2007 (Canada)
1,840,000 TeleWest Communications PLC debs. 11ls, 2007
(United Kingdom)
300,000 TeleWest Communications PLC debs. 9 5/8s, 2006
(United Kingdom)
360,000 TeleWest Communications PLC Structured Notes
10 7/8s, 2005 (issued by DLJ International Capital)
(United Kingdom)
1,880,000 United Pan-Europe NV sr. disc. notes 12 1/2s,
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2009 (Netherlands) (In default) (NON)
3,170,000 United Pan-Europe NV sr. disc. notes stepped-coupon
zero % (13 3/4s, 2/1/05), 2010 (Netherlands) (STP)

Chemicals (2.8%)
1,180,000 Acetex Corp. sr. notes 10 7/8s, 2009 (Canada)
260,000 Airgas, Inc. company guaranty 9 1/8s, 2011
880,000 Applied Extrusion Technologies, Inc. company guaranty
Ser. B, 10 3/4s, 2011
1,960,000 ARCO Chemical Co. debs. 9.8s, 2020
1,360,000 Avecia Group PLC company guaranty 1lls, 2009
(United Kingdom)
740,000 Compass Minerals Group, Inc. company guaranty 10s, 2011
2,280,000 Equistar Chemicals LP/Equistar Funding Corp. company
guaranty 10 1/8s, 2008
370,000 Ferro Corp. sr. notes 9 1/8s, 2009
240,000 Georgia Gulf Corp. company guaranty 10 3/8s, 2007
2,010,000 Hercules, Inc. company guaranty 11 1/8s, 2007
190,000 Huntsman Corp. bank term loan FRN Ser. B, 5.11s, 2004
(acquired 7/17/02, cost $164,825) (RES)
330,000 Huntsman Corp. bank term loan FRN Ser. C, 5.381ls, 2005
(acquired various dates 3/6/02 to 7/17/02, cost $270,625) (RES)
333,969 Huntsman Corp. bank term loan FRN Ser. L, 5.88ls, 2002
(acquired various dates 3/1/02 to 3/28/02, cost $245,216) (RES)
2,155,000 Huntsman ICI Chemicals, Inc. company guaranty 10 1/8s, 2009
1,420,000 Huntsman ICI Holdings sr. disc. notes zero %, 2009
500,000 IMC Global, Inc. company guaranty Ser. B, 11 1/4s, 2011
650,000 IMC Global, Inc. company guaranty Ser. B, 10 7/8s, 2008
1,590,000 ISP Chemco, Inc. company guaranty Ser. B, 10 1/4s, 2011
260,000 Lyondell Chemical Co. bonds 11 1/8s, 2012
790,000 Lyondell Chemical Co. notes Ser. A, 9 5/8s, 2007
1,040,000 Lyondell Chemical Co. sr. sub. notes 10 7/8s, 2009
310,000 Messer Griesheim Holdings AG sr. notes 10 3/8s,
2011 (Germany)
500,000 Millenium America, Inc. company guaranty 9 1/4s, 2008
320,000 Millenium America, Inc. company guaranty 7s, 2006
530,000 Millenium America, Inc. 144A sr. notes 9 1/4s, 2008
630,000 Noveon, Inc. company guaranty Ser. B, 1lls, 2011
1,390,000 OM Group, Inc. company guaranty 9 1/4s, 2011
609,379 PCI Chemicals Canada sec. sr. notes 10s, 2008 (Canada)
203,126 Pioneer Companies, Inc. sec. FRN 5.355s, 2006
330,000 Polymer Group, Inc. company guaranty Ser. B, 9s,
2007 (In default) (NON)
160,000 Polymer Group, Inc. company guaranty Ser. B, 8 3/4s,
2008 (In default) (NON)
1,210,000 Royster—-Clark, Inc. 1lst mtge. 10 1/4s, 2009
1,085,000 Sterling Chemicals Holdings sr. disc. notes 13 1/2s,
2008 (In default) (NON)
740,000 Sterling Chemicals, Inc. company guaranty Ser. B,
12 3/8s, 2006 (In default) (NON)
70,000 Texas Petrochemical Corp. sr. sub. notes 11 1/8s, 2006
280,000 Texas Petrochemical Corp. sr. sub. notes Ser. B, 11 1/8s, 2006

Commercial and Consumer Services (0.2%)

315,200 Coinmach Corp. bank term loan FRN Ser. B, 4.951ls, 2009
(acquired 1/31/02, cost $314,806) (RES)
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1,920,000 Coinmach Corp. 144A sr. notes 9s, 2010

Communications Equipment (0.3%)
100,000 Lucent Technologies, Inc. debs. 6 1/2s, 2028
3,360,000 Lucent Technologies, Inc. debs. 6.45s, 2029
1,460,000 Nortel Networks Corp. notes 6 1/8s, 2006 (Canada)
208,982 Telex Communications Group, Inc. sr. sub. notes zero %,
2006 (In default) (NON)

Computers (0.1%)
300,000 Seagate Technology Holdings bank term loan FRN
Ser. B, 3.938s, 2007 (acquired 5/9/02, cost $300,000) (RES)
870,000 Seagate Technology Holdings 144A sr. notes 8s, 2009

Conglomerates (0.3%)
3,210,000 Tyco International Group SA company guaranty
6 3/8s, 2006 (Luxembourgq)

Construction (0.2%)
850,000 Better Minerals & Aggregates Co. company guaranty 13s, 2009
590,000 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

Consumer (0.5%)
753,830 Derby Cycle Corp. (The) sr. notes 10s, 2008 (In default) (NON)
2,042,070 Derby Cycle Corp. (The) sr. notes 9 3/8s, 2008 (In default) (NON)
740,000 Icon Health & Fitness 144A sr. sub. notes 11 1/4s, 2012
375,000 Jostens, Inc. bank term loan FRN Ser. C, 4.61ls, 2009
(acquired 7/30/02, cost $375,000) (RES)
1,230,000 Jostens, Inc. sr. sub. notes 12 3/4s, 2010
2,330,000 Samsonite Corp. sr. sub. notes 10 3/4s, 2008

Consumer Finance (0.1%)
400,000 Conseco Finance Trust III, Inc. bonds 8.796s, 2027
3,566,000 Finova Group, Inc. notes 7 1/2s, 2009

Consumer Goods (0.5%)
580,000 Armkel, LLC/Armkel Finance sr. sub. notes 9 1/2s, 2009
770,000 Berry Plastics Corp. 144A sr. sub. notes 10 3/4s, 2012
290,000 French Fragrances, Inc. company guaranty Ser. D,
10 3/8s, 2007
220,000 French Fragrances, Inc. sr. notes Ser. B, 10 3/8s, 2007
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40,000 Iron Age Holdings Corp. sr. disc. notes stepped-coupon
zero % (12 1/8s, 5/1/03), 2009 (STP)

300,000 Playtex Products, Inc. bank term loan FRN 4.109s, 2009
(acquired 6/3/02, cost $300,000) (RES)

760,000 Playtex Products, Inc. company guaranty 9 3/8s, 2011

370,000 Revlon Consumer Products sr. notes 9s, 2006

360,000 Revlon Consumer Products sr. notes 8 1/8s, 2006

540,000 Revlon Consumer Products sr. sub. notes 8 5/8s, 2008

670,000 Scotts Co. (The) company guaranty 8 5/8s, 2009

Consumer Services (0.1%)
910,000 Outsourcing Solutions, Inc. sr. sub. notes Ser. B, 1lls, 2006
400,000 United Rentals (North America), Inc. company guaranty
Ser. B, 10 3/4s, 2008

Containers (0.7%)
968,000 AEP Industries, Inc. sr. sub. notes 9 7/8s, 2007
430,000 Fonda Group, Inc. sr. sub. notes Ser. B, 9 1/2s, 2007
1,320,000 Owens-Brockway Glass 144A sec. notes 8 7/8s, 2009
1,000,000 Owens-Illinois, Inc. debs. 7.8s, 2018
330,000 Owens-Illinois, Inc. sr. notes 8.1ls, 2007
570,000 Pliant Corp. company guaranty 13s, 2010
300,000 Pliant Corp. sr. sub. notes 13s, 2010
1,490,000 Tekni-Plex, Inc. company guaranty Ser. B, 12 3/4s, 2010

Distribution (0.1%)
600,000 Roundy's, Inc. bank term loan FRN 4.454s, 2009
(acquired 6/3/02, cost $600,000) (RES)

Electric Utilities (0.9%)
1,190,000 CMS Energy Corp. sr. notes 8.9s, 2008
440,000 CMS Energy Corp. sr. notes 8 1/2s, 2011
340,000 Mission Energy Holding Co. sec. notes 13 1/2s, 2008
186 Northeast Utilities notes Ser. A, 8.58s, 2006
500,000 Pacific Gas & Electric Co. 144A sr. notes 7 3/8s,
2005 (In default) (NON)
1,000,000 Southern California Edison Co. bank term loan FRN
5.063s, 2005 (acquired 2/28/02, cost $998,500) (RES)
1,270,000 Southern California Edison Co. notes 8.95s, 2003
130,000 Southern California Edison Co. notes 6 3/8s, 2006
977,500 TNP Enterprises, Inc. bank term loan FRN 4.589s, 2005
(acquired 4/4/00, cost $976,523) (RES)
750,000 Western Resources, Inc. bank term loan FRN 4.844s, 2005
(acquired 6/4/02, cost $750,000) (RES)
1,105,000 Western Resources, Inc. 144A 1st mtge. 7 7/8s, 2007
815,000 Western Resources, Inc. 144A sr. notes 9 3/4s, 2007

Electrical Equipment (0.1%)

280,000 Amkor Technologies, Inc. sr. notes 9 