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SUMMARY

B |n January 2023, we published a review of cross-market long-term
return profiles and the importance of entry points on long-term
return outcomes: Long term case for sub-IG credit: Jan 2023.

B [|nlight of the strong performance since our initial publication, we
have updated the dataset to understand what current spreads Harry Sugiarto
imply for future outcomes. Portfolio Manager

B The data shows: Kanan Mammadov

Performance &

® For loans, the 2023 spread tightening has a slight negative Rk Al

impact on prospective returns based on the historical dataset.
However, year-end 2023 credit spreads remain consistent with
a moderate, positive excess return outcome.

® The data is mixed in high yield. Dispersion is higher and the
range captures some negative return outcomes, specifically in
US high yield. While current European high yield spreads remain
consistent with a range of neutral-positive return outcomes,
current US high yield spreads have coincided with a wider
range historically, including several negative datapoints.

B The data corroborates with where we see value in global sub-1G:

® We prefer loans to high yield

® US high yield remains our deepest underweight

B |nourview, highyield is expensive, reflecting the relative PROFESSIONAL PENSIONS
behaviour of global sub-IG credit spreads since 2021. High yield
widened by less in 2022 and saw heavy spread compression after i CG
the Federal Reserve indicated a pivot in late 2023. US high yield e
is only 36bps wide of year-end 2021 credit spreads at the index
level.



https://www.icgam.com/2023/01/30/the-long-term-case-for-sub-investment-grade-credit/
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Relationship between credit spread & 3-year returns

US loans: 3-year DM vs 3-year ann. return over T-Bills (3-years forward) European loans: 3-year DM vs 3-year ann. return over T-Bills (3-years forward)
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US HY: Spread vs gov’t vs 3-year ann. return over T-Bills (3-years forward) European HY: Spread vs gov’t vs 3-year ann. return over T-Bills (3-years forward)
25% . 25% .
20% et 20% . | :
15% o] = 15%
. [ Ve ks
10% e 10% I
5% . 5% .
0% 0%
-5% . -5%
a— Dec 2023 . = Dec 2023
-10% 0% - ec
— Dec 2022 — Dec 2022
-15% -15%
0 200 400 600 800 1000 1200 1400 1600 1800 2000 0 200 400 600 800 1000 71200 1400 1600 1800 2000

Past performance is not necessarily indicative of future results.

Source: ‘US loans’ is Credit Suisse Leveraged Loan Index, ‘European Loans’ is Credit Suisse Western European Leveraged Loan Index, ‘US HY?
is ICE BofA US Non-Financial High Yield Constrained Index (HCNF), and ‘European HY’ is ICE BofA European Currency Non-Financial High
Yield 3% Constrained Index (HPID), January 2006 - December 2023. Each data point is the credit spread at the beginning of 3-year annualised
holding period return between January 2006 and December 2023..

2022-2023 change in sub-IG credit spreads
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Past performance is not necessarily indicative of future results.
Source: ICG, December 2023. Credit Suisse Western European Leveraged Loan Index, Credit Suisse Leveraged Loan Index, HCNF index, HPID
index. Bond spread: STW vs government.
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IMPORTANT INFORMATION

For institutional/professional/accredited investors only.
Investment Risk

Investments involve risks, including possible loss of the amount invested. Past performance is not a reliable indicator of
future returns.

The financial markets may experience substantial fluctuations in prices for loans and other assets and there may be limited
liquidity for such obligations. No assurance can be given that the conditions giving rise to such price fluctuations and
limited liquidity will not occur, subsist or become more acute after the date hereof.

This document is being provided to you by the subsidiaries or affiliates of Intermediate Capital Group plc (“ICG”, and
together with their respective directors, officers, employees, partners, members, shareholders, advisers and agents, as
the context requires, “the ICG Parties”) on a strictly confidential basis and no part may be reproduced or redistributed in
any form, by any means without the prior express written consent of ICG. This document is intended only for information
purposes and convenient reference and does not create any legally binding obligation on any of the ICG Parties. The ICG
Parties expressly disclaim any liability for the use, misuse, or distribution of this information to unauthorised recipients.

This document: (i) is not intended as an offer or solicitation with respect to the purchase or sale of any security or
financial instrument; (ii) is not to be relied upon in evaluating the merits of investing in any securities; and (iii) is provided
solely as reference material for background purposes. You should be aware that investing in a fund sponsored by ICG

(an “ICG Fund”) involves a high degree of risk, and there can be no assurance that an ICG Fund’s investment objective

will be achieved or that you will receive a return on your capital. The possibility of partial or total loss of capital from an
investment in an ICG Fund will exist and you must be prepared to bear such losses. You should refrain from investing in an
ICG Fund unless you fully understand all the risks involved and you independently determine that the investment is suitable
for you. ICG is not your designated investment advisor.

ICG may encounter potential conflicts of interest in connection with the activities of an ICG Fund. Please see the applicable
ICG Fund’s offering memorandum or any other such similar documents for additional information. A private offering of
interests in an ICG Fund may only be made pursuant to the final confidential private placement memorandum for the fund
and any supplements (or any other such similar documents) thereto (the “Memorandum”) and the fund’s governing

and subscription documents (together, the “Offering Documents”), which may be furnished to qualified investors on

a confidential basis at their request for their consideration in connection with such offering. The information contained
herein will be superseded by and is qualified in its entirety by reference to the Offering Documents, which contains
additional information about the investment objective, terms and conditions of an investment in the fund and also contains
tax information and risk and conflict of interest disclosures that are important to any investment decision regarding the
fund. No person has been authorized to give any information or make any representations other than as contained in

the Memorandum and, if given or made, any such information or representation must not be relied upon as having been
authorised by the fund or any of the ICG Parties. A prospective investor should not invest in any fund interests unless
satisfied that it (alone or together with its investment representative) has asked for and received all information that
would enable the investor (or both of them) to evaluate the merits and risks of the proposed investment.

Intermediate Capital Group plc Procession House,55 Ludgate Hill,London, EC4M 7JWTel. +44 20 3545 2000 icgam.com




