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A LETTER FROM THE CHAIRMAN AND CEOC

Dear Sharchalder:
We are plessed to present this semlannual report for Drevfus/Standish
Fixed Income Fund, covering the six-month perlod from January 1,
2011, through June 30, 2011. For information about how the fund
performed during the reporting perlod, as well as general market
perspectives, we provide a Discusston of Fund Performance on the
pages that follow.
Although 2011 began on an optimistic note amid encouraging eco-
nomic data. by midyear Investors returned to a more cautious outlook.
The U5, and global economies continued to grow over the reporting
pertod, but at a relatively sluggish pace. First, manufacturing activity
proved unsustainably strong in late 20010 and earty 2011, leading to a
subsequent slowdown In new omders. Second, turmoll In the f\%jd:ue
East drove oil prices higher and produced an inflationary drag on real
incomes. T hird, natural and nuclear disasters In Japan added to upward
pressure on energy prices, and these unexpected events dismupted the
lobal supply chain, especially In the automotive sector. Finally, in the
nited tes, disappointing labor and howsing markets welghed on
investor sentiment. [15. government securities rallied as Investors grew
maore defensive, and most bond market sectors produced posithve total
returns over the first half of the year.
We expect economic conditions to Improve over the second half of
2011. Infationary pressures appear to be peaking In most countries,
including the United States, and we have aleady seen energy prices
retreat from thelr highs. In addition, a successfill resolution to the cur-
rent debate regarding government spending and borrowing, without
major fiscal tightening over the near term, should help avold a serlous
disruption to the domestic economy. To assess how these and other
developments may affect vour Imvestments, we encowrage vou, & abways,
to speak with your financial advisor.
Thank you for your continued confidence and support.

Sincerely,

A A

y

Jonathan E. Baum

Chatrman and Chief Executive Officer
The Dreyfus Corporation

Juiy 15,2011




DISCUSSION OF FUND PERFORMANCE

For the period of Jamuary 1, 2011, through fune 30, 2011, & provided by
Dawid Bowser, CFA, and Peter Vaream, Portblio Managers

Fund and Market Performance Overview

For the six-month perlod ended June 30, 2011, Dreyfus/Standish
Fixed Income Fund's Class | shares achieved a total return of 3.11%.1
In comparison, the Barclays Capital ULS. Apgregate Bond Index (the
“Index”), the fund’s benchmark, achleved a total return of 2.72% for
the same perlod.?

Bonds produced mixed results amid helghtensd markst volatility over
the first half of 2011, as imestors responded first to signs of economic
strength and later to evidence of renewed economic weakness. The fund
produced higher returns than s benchmark, primarily due to relatve
strength early In the year stemming from overwelghted positions among
corporate bonds and mortgage-backed securities.

The Fund's Investment Approach

The fund seeks to achleve a high level of current Income, conslistent
with conserving principal and lquidity, and secondarily seeks capltal
appreciation when changes in Interest rates and economic conditions
Indicate that capital appreciation may be avallable without significant
risk to principal. To achieve this, the fund tnvests, under normal cir-
cumstances, at least 80% of net asets In fixed-income scurities issued
by L5, and forelgn governments and companies.

The fund imvests primarily in Ivestment-grade securities, but may imvest
up to 15% of asets In below Investment-grade securities, sometimes
referred to as junk bonds. The fund will not imvest In securities rated
lower than B at the time of purchase. In this tnstance, we will attempt to
select fixed-Income securities that have the potentlal to be upgraded.

Shifting Economic Sentiment Sparked Market Volatility

Imvestors’ economic outlooks had improved dramatically by the start of
2011 due to improvements in employment, corsumer spending and
corpomate earnings, suggesting that the LS. recovery was gaining trac-
tion. These positive developments supported prices of corporate bonds,
but they sent prices of LS. government securities lower as Imvestors
looked forward to a less accommodathve monetary policy frome the
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Federal Reserve Board. However, investors’ economic optimism was
shaken in February 2011, when political unrest in the Middle East led
to sharply rising energy prices, and again in March, when devastating
natural and muclear disasters in Japan threatened one of the worlds
largest economies. Monetheless, imvestors prived resilient, and the more
economlcally sensithve sectors of the bond market bounced back from
these unexpected shocks.

In late April, imestar sentiment began to deteriorate in earnest when
Greece again appeared headed for default on its soverelgn debt. L5,
economic data proved more disappolnting than expectsd and the
debate regarding LS. government spending and borrowing Intensified.
Higher vielding bonds suffered bouts of helghtened wvolatility and
LL5. Treasury securlties recovered earller losses as newly risk-averse
Irvestors shifted thelr focus from riskler market sectors to tradition-
ally defensive Imvestments.

Higher Yielding Bias Supported Fund Performance

In this choppy Imestment environment, the fund benefited from s
overwelghted exposure to higher yielding market sectors. Incleding
Imestment-grade corporate bonds, high yield corporate bonds, com-
merclal mortgage-backed securities and residentlal morigage-backed
securities. The fund’s corporate-backed holdings were broadly diversified
across varlous industry groups. Investment-grade bonds 1ssued by
financial services companies and high yield bonds backed by utilities
fared particularly well In the constructive climate early in the vear. Our
security selectlon strategy among mortgape-backed securities also
bolstered relative results. as higher-coupon mortgages performed  well
amid historically lower-than-average prepayment rates stermming from
depressed housing prices and tighter lending standards, The fund’s
holdings of commercial mortgage- backed securities responded favorably
to an improving business cimate during the first quarter of 2011,

Although our focus on higher yielding bond market sectors detracted
from relative performance amid bouts of helghtened volatility from late
April through mid-June, it was not encugh to fully offset positive results
from earlier in the vear. The fund also suffered some mild disappoint-
ments stiemming from other strategles during the eporting period. A
relatively short average duration among LS. government securities
prevented the fund from participating fully In the second-guarter rally,
and a “barbell” yield curve posttioning reduced the funds exposure to



stronger-performing segments of the market s maturity spectrum. & shart
position tn the [apanese yven, which we established using dernvative instru-
ments In the forelgn exchange market, also proved counterproductive.

A More Defensive Investment Posture

We currently expect the U5 economic recovery to persist, but at a
more slugglsh pace than historlcal averages, as a numbser of global and
domestic headwinds continue to welgh on market sentiment. While we
have retalned a mild emphasis on higher yielding sectors of the bond
market that have tended to do well durlng economic expansions, we
have reduced the magnitude of those overwelghted positions. As a
result, the fund’s composition as of midyear more closely resembled that
of the benchmark. We Intend to maintain 2 more neutral Investment
posture untll we see stronger evidence that the risks confronting the
U5 and global economies are iIndeed waning.
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