Capital at risk. The value of investments and the income from them may fall as well as rise and is not guaranteed.
Investors may not get back the full amount invested.
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How can investors seek to lock in potentially higher yields without
taking undue credit risk?
After over a decade of zero-to-negative interest rates, central banks globally have implemented rate

rises to combat inflation. This interest rate normalisation has resulted in the return of the ‘income’ in
fixed income.

Joseph Galzerano

However, how long these higher interest rates are likely to remain is uncertain and market Portfolio Manager
participants are already predicting the peak of terminal rates. For fixed income investors seeking to
capitalize on the higher interest rate environment, and stability and visibility of returns, an allocation
to a fixed maturity portfolio could be an interesting option.

With credit markets finally offering what we believe to be an attractive yield that had disappeared
for many years, investing in quality credit now offers a compelling risk/reward. Combining investment
grade and high yield - a ‘crossover strategy’ - may enhance returns whilst reducing volatility.
Therefore, we believe the current environment offers a good opportunity for carry and income
without taking undue credit risk.

As the name suggests, fixed maturity funds have a finite life. Their key objective is to provide steady
returns over a set timeframe with a focus on income generation while providing a sustainable Richard Smith
distribution. Investors should be willing to commit for the life of a fund. The defined time horizon of Analyst/

the fund allows the return profile to smooth out over time, meaning the strategy can absorb short- Portfolio Manager
term mark-to-market volatility.

Depending on the structure, investors may redeem before maturity, although there is a price adjustment mechanism whereby the
transaction costs from outflows are paid for by those redeeming. This mechanism also protects the remaining investors in the
fund.

As most investments are expected to be held until the fund’s maturity date, they provide visibility into its potential return.
Investments made during the initial investment period also offer protection against potential future falls in interest rates, as
yields are locked in. Duration risk is meanwhile limited, given the short investment horizon of the strategy, and continues to
decline as the fund nears maturity.

We believe a deep focus on bottom-up fundamental credit analysis is the key to success in managing a credit focused investment
strategy. It is important to understand risk and minimize downside volatility. Thorough credit analysis helps identify attractive
investment opportunities in both sub-investment and investment grade credits. it enables the identification of mispriced
opportunities that are solid credits with upside potential. In our view diversification and strong risk management are key, and
concentration limits around individual issuer/sector exposure should be applied.

As the fund is close-ended, the coupons and maturities that come due further down the fund’s life - reinvestment risk - should be
considered. The yield achieved on reinvested capital (following coupons and/or bond repayments) may have a potentially lower
yield than that obtained during the fund’s initial investment period. A manager can seek to mitigate this risk by investing in
bonds with maturities commensurate to the lifetime of the fund. The utilisation of bullet bonds can also prevent the risk of early
call dates (predominantly for investment grade issues). An active management approach can further seek to mitigate this risk
with the manager choosing to sell outperforming credits prior to maturity and replacing them with bonds of a similar outstanding
maturity that may offer additional return potential.

Experience in managing these types of strategies is key. In our view investors should consider an active investment manager with
a long-term track record across multiple credit and economic cycles, combined with experience creating and managing fixed
maturity portfolios in different market conditions.

Although the macroeconomic outlook may be uncertain, we believe fixed maturity portfolios have the potential of offering
investors an appealing, steady income stream over a well-defined horizon.

This material is not intended to be relied upon as a forecast, research, or investment advice, and is not a recommendation,
offer or solicitation to buy or sell any securities or to adopt any investment strategy. The opinions expressed by Muzinich & Co
are as of April 2023 and may change without notice.

1 @%LW&%




Important Information

Muzinich and/or Muzinich & Co. referenced herein is defined as Muzinich & Co., Inc. and its affiliates. Muzinich views and
opinions. This material has been produced for information purposes only and as such the views contained herein are not to be
taken as investment advice. Opinions are as of date of publication and are subject to change without reference or notification to
you. Past performance is not a reliable indicator of current or future results and should not be the sole factor of consideration
when selecting a product or strategy. The value of investments and the income from them may fall as well as rise and is not
guaranteed and investors may not get back the full amount invested. Rates of exchange may cause the value of investments to
rise or fall. Emerging Markets may be more risky than more developed markets for a variety of reasons, including but not limited
to, increased political, social and economic instability; heightened pricing volatility and reduced market liquidity.

Any research in this document has been obtained and may have been acted on by Muzinich for its own purpose. The results of
such research are being made available for information purposes and no assurances are made as to their accuracy. Opinions and
statements of financial market trends that are based on market conditions constitute our judgment and this judgment may prove
to be wrong. The views and opinions expressed should not be construed as an offer to buy or sell or invitation to engage in any
investment activity, they are for information purposes only.

This discussion material contains forward-looking statements, which give current expectations of a fund’s future activities and
future performance. Any or all forward-looking statements in this material may turn out to be incorrect. They can be affected
by inaccurate assumptions or by known or unknown risks and uncertainties. Although the assumptions underlying the forward-
looking statements contained herein are believed to be reasonable, any of the assumptions could be inaccurate and, therefore,
there can be no assurances that the forward-looking statements included in this discussion material will prove to be accurate.
In light of the significant uncertainties inherent in the forward-looking statements included herein, the inclusion of such
information should not be regarded as a representation that the objectives and plans discussed herein will be achieved. Further,
no person undertakes any obligation to revise such forward-looking statements to reflect events or circumstances after the date
hereof or to reflect the occurrence of unanticipated events.

United States: This material is for Institutional Investor use only - not for retail distribution. Muzinich & Co., Inc. is a registered
investment adviser with the Securities and Exchange Commission (SEC). Muzinich & Co., Inc.’s being a Registered Investment
Adviser with the SEC in no way shall imply a certain level of skill or training or any authorization or approval by the SEC.

Issued in the European Union by Muzinich & Co. (Ireland) Limited, which is authorized and regulated by the Central Bank of
Ireland. Registered in Ireland, Company Registration No. 307511. Registered address: 32 Molesworth Street, Dublin 2, D02 Y512,
Ireland. Issued in Switzerland by Muzinich & Co. (Switzerland) AG. Registered in Switzerland No. CHE-389.422.108. Registered
address: Todistrasse 5, 8002 Zurich, Switzerland. Issued in Singapore and Hong Kong by Muzinich & Co. (Singapore) Pte. Limited,
which is licensed and regulated by the Monetary Authority of Singapore. Registered in Singapore No. 201624477K. Registered
address: 6 Battery Road, #26-05, Singapore, 049909. Issued in all other jurisdictions (excluding the U.S.) by Muzinich & Co.
Limited. which is authorized and regulated by the Financial Conduct Authority. Registered in England and Wales No. 3852444.
Registered address: 8 Hanover Street, London W1S 1YQ, United Kingdom. 2023-04-04-10606
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