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52 days and counting...

The global rates markets have had a volatile couple of weeks. In Europe, after a political agreement was struck
in Germany to significantly expand fiscal spending on military and infrastructure,” the 10-year German Bund
yield spiked 31bps - the biggest one-day move since 1997.2 The sell-off impacted other markets and we saw
similar moves across markets including France and Italy.

As investors re-evaluate potential German growth expectations (and borrowing) upwards, in the US they're
adjusting the growth trajectory down — US 10-year rates have decreased by 32 bps since 20" January.? This is
all only a few weeks after the market consensus on growth was bullish on the US and bearish on Europe!
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Source: Bloomberg, JPM & Fair Oaks Data, 06-Mar-25.

We're only 52 days into the new US administration and the heightened macro volatility shows no signs of
stopping.

In this environment, Fair Oaks believes AAA-rated CLOs offer an interesting investment case for credit investors:
1. They offer a compelling yield to maturity of 3.6%* for a AAA-rated asset and a pickup to similarly rated
credit products.”
2. They have exhibited lower levels of volatility than some people might expect.®
They are floating rate instruments, meaning CLOs avoid the direct gyrations of the rates market.
4. They benefit from structural protections which reduce the impact of idiosyncratic defaults.
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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. Financial Times, “Germany’s Friedrich Merz strikes ‘game-changing’ deal to boost defence spending”, 04-
Mar-25.

2. Financial Times, “German borrowing costs soar by most since 1997 on ‘historic’ debt deal”, 05-Mar-25.

3. Bloomberg and Fair Oaks Capital as at 10-Mar-25. Reference bonds US 10YR: T 4.25 11/15/34, Germany
10YR: DBR 2.5 02/15/35, France 10YR: FRTR 4.75 04/25/35, Italy 10YR: BTPS 3.65 08/01/35.

4. JP Morgan as at 07-Mar-25. Euro AAA CLOIE yield to maturity.

5. JP Morgan as at 07-Mar-25. Corporate (includes Industrials and Financials) AA 3-5 year maturity yield of
2.9%.

6. JP Morgan and Fair Oaks Capital as at 07-Mar-25. Euro CLOIE AAA Index return, Corporate (includes
Industrials and Financials) and Senior bank AAA to BBB 3-5 year index level. Sovereign 2Y total return
calculated using mid yield and average duration over the period.

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 Gestion Fondo Endowment, Agencia De Valores, S.A. which is authorised and regulated by the Spanish
Comisién Nacional del Mercado de Valores (CNMV) as an authorised investment firm in accordance with the Directive
2014/65/EU of the European Parliament and of the Council of 15 May 2014 on markets in financial instruments, as
amended (MiFID).

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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