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What do Macy’s, Kodak and General Motors have in common?

Macy'’s, Kodak and General Motors are 3 of the 8 corporate issuers initially rated ‘AAA’ which have defaulted
between 1981-2023." In the same period, 33 issuers initially rated ‘AA’, 101 issuers initially rated 'single-A" and
234 issuers initially rated ‘BBB’ defaulted — a good reminder to investors that an investment grade rating does
not equate to a risk-free investment...

Further complicating matters for fixed income investors, current EUR |G corporate spreads are clearly tight. iTraxx
Main is currently at 53bps 2 and has a median rating of BBB.> We think AAA EUR CLOs present an interesting
alternative to traditional EUR IG corporate credit by offering a pickup both in rating and in spread. They are
currently pricing at Euribor+127bps # and have not experienced a single default in over 25 years (the beginning
of rating agency data for the product).> A track record that covers the Asian Financial Crisis (1997), Russian default
(1998), Dot-com bubble (2000-2002), Global Financial Crisis (2007-2008), Eurozone crisis (2009-2012), and COVID

(2020).
Global corporate defaults vs AAA CLOs
10-year cumulative default rates of global CLOs and corporates between
1997-2023 and 1981-2023, respectively'>
AAACLO | < 0.00%

AAA Corporates _ 0.68%

AA Corporates _ 0.67%

A Corporates | 107%

BBB Corporates — 2.90%

Source: S&P Global Ratings

Macy's defaulted on 27" January 1992 and Kodak on 19" January 2012. This January, as we pass their 33rd and
13t anniversaries, we think it is worth investors reflecting on the potential benefits of a CLO allocation in
corporate credit portfolios!

Should you have any queries, please do not hesitate to contact us.

Please refer to the disclaimer of this document. Past performance is no indication of future results. Inherent in any investment is
the potential for loss.
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Endnotes

1. S&P, "Default, Transition, and Recovery: 2023 Annual Global Corporate Default And Rating Transition
Study", 28-Mar-24.

Other AAA defaults: Ally Financial Inc. (formerly known as GMAC Financial--a subsidiary of General
Motors Corp.), Ambac Assurance Corp., Mutual Benefit Life Insurance Co., Executive Life Insurance Co.
CA. and Confederation Life Insurance Co.

2. S&P's "Default, Transition, and Recovery: 2023 Annual Global Corporate Default And Rating Transition
Study", 28-Mar-24.

3. Bloomberg and Fair Oaks Capital, reference obligation/entity ratings as at 28-Jan-25.
JP Morgan as at 24-Jan-25. Euro AAA CLO primary DM.

5. S&P's, "Default, Transition, and Recovery: 2023 Annual Global Leveraged Loan CLO Default And Rating
Transition Study”, 27-Jun-24.

Disclaimer

FOR INSTITUTIONAL AND INFORMED INVESTORS ONLY. NO OTHER PERSONS SHOULD RELY ON THE
INFORMATION CONTAINED WITHIN THIS DOCUMENT.

Marketing communications issued in the European Economic Area (“EEA”): This document has been issued and
approved by AHP Capital Management GmbH, which is authorised by BaFin (ID No. 10124445). NTree Deutschland
GmbH is registered as a tied agent with BaFin (ID No. 80173272 ) and acts exclusively for the account and under the
liability of AHP Capital Management GmbH, WeissfrauenstraBe 12-16, 60311 Frankfurt am Main (Section 3 clause 2
WpIG) within the scope of investment brokerage of financial instruments pursuant to section 2 clause 2 No. 3 WpIG.

Marketing communications outside of the European Economic Area (“EEA”): This document has been issued and
approved by Fair Oaks Capital Limited and its affiliates (together “Fair Oaks Capital”). Fair Oaks Capital Limited (FRN:
604090), 1 Old Queen Street, London SW1H 9JA, is authorised and regulated by the United Kingdom Financial Conduct
Authority.

Past performance is no indication of future results. Inherent in any investment is the potential for loss. Target
returns and distributions are hypothetical targets only and are neither guarantees nor predictions or projections
of future performance. There can be no assurance that such targeted returns will be achieved or that the
product will be able to achieve its investment objective, policy or strategy or avoid substantial losses. Any
decision to invest should be based on the information contained in the appropriate prospectus and after
seeking independent investment, tax and legal advice. The content of this document does not constitute
investment advice nor an offer for sale nor a solicitation of an offer to buy any product or make any investment.

No undertaking, representation, warranty or other assurance is given, and none should be implied, as to, and no
reliance should be placed on, the accuracy, completeness or fairness of the information or opinions contained in this
document. Any views expressed in this document were held at the time of preparation and are subject to change
without notice. The information contained in this document is subject to completion, alteration and verification. Save
in the case of fraud, no liability is or will be accepted for such information by Fair Oaks or any of its directors, officers,
employees, agents or advisers or any other person.

The distribution of this document in jurisdictions other than the United Kingdom may be restricted by law and therefore
persons into whose possession this document may come should inform themselves about and observe any such
restrictions. In particular, information contained within this document is not for distribution in or into the United States
or Canada. Any failure to comply with these restrictions may constitute a violation of the securities law of such
jurisdictions.

Please refer to the disclaimer of this document. Past performance is no indication of future results. Inherent in any investment is
the potential for loss.
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