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An anticipated increase of rising stars in US high yield over the next 12 to
18 months could result in a strong technical backdrop for the asset class.

The impact of the COVID-19 pandemic has been felt across global financial
markets as the economic downturn weighed on corporate profitability, leading
to a record number of ratings downgrades and an increase in defaults in 2020.!

In 2021, as global economies recover from the worst of the economic fallout,
corporates have returned to profitability. This has led to a reversal in the
ratings fortunes of many high yield companies.

We have seen hardly any fallen angels and around US$25bn of rising stars this
year - a trend that looks set to continue alongside the expected ongoing
positive global macroeconomic momentum.?

How many rising stars could emerge from the high yield universe in the next 12
to 18 months varies, with estimates ranging from US$80bn 3 to over US$200bn.*

This trend is surprising in its magnitude, but perhaps expected given the
number of companies who bore the brunt of a pandemic-induced downgrade.
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For high yield investors, current spreads appear tight.>
However, we believe they fairly reflect the positive
economic situation and are therefore likely to remain tight
for some time, in line with the economic backdrop.

Fallen angels are not predicted to increase. At the same
time net supply is likely to fall with c.US$5bn forecast for
2022, down 90% from 2021.6

As high yield managers sell their bonds following investment
grade upgrades, managers may be left with a vast amount of
capital they will likely need to redeploy into the high yield
market.

We believe this will lead to a very strong demand technical
of over US$100bn being recycled into the asset class.
Increased demand pitched against falling supply normally
drives prices higher.

For investors in US high yield, this could mean further upside
potential, even if spreads remain tight as they often do
during economic expansions.

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 November
2021 and may change without notice

5. Bank of America Merrill Lynch US High Yield Index (JC4N)
OAS 269bps as of 9 November 2021.

6. Goldman Sachs Global Credit Trader: A Friendlier net
supply backdrop for 2022, 4 November 2021




Important Information

FOR PROFESSIONAL CLIENTS AND QUALIFIED/ACCREDITED/INSTITUTIONAL INVESTORS ONLY.

Muzinich & Co. referenced herein is defined as Muzinich & Co., Inc. and its affiliates. This document 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. 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. This document and 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.

Opinions and statements of financial market trends that are based on market conditions constitute our judgement as at the date
of this document. They are considered to be accurate at the time of writing, but no warranty of accuracy is given and no
liability in respect of any error or omission is accepted. This discussion material contains forward-looking statements, which give
current expectations of future activities. Further, no person undertakes any duty or obligation to revise such forward-looking
statements to reflect events or circumstances after the date hereof or to reflect the occurrence of unanticipated events.
Muzinich makes no representation or warranty (express or implied) with respect to the information contained herein (including,
without limitations, information obtained from third parties) and expressly disclaims any and all liability based on or relating to
the information contained in, or errors omissions from, these materials; or based on or relating to the recipient’s use (or the use
by any of its affiliates or representatives or any other person) of these materials; or based on any other written or oral
communications transmitted to the recipient or any of its affiliates or representatives in the course or its evaluation of Muzinich.

This discussion material contains forward-looking statements. 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.

US: 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. (Dublin) Limited, which is authorized and regulated by the Central Bank of
Ireland. Registered in Ireland No. 625717. Registered address: 16 Fitzwilliam Street Upper, Dublin 2, D02Y221, 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. 2021-11-11-7424

JC4N - The ICE BofA ML BB-B US Non-Financial Cash Pay High Yield Constrained Index contains all securities in the ICE BofA ML US
Cash Pay High Yield Index (JOAO) that are rated BB1 through B3, inclusive, except those of financial issuers, but caps issuer
exposure at 2%.
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