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" Investing is the only business where when things go on sale, everyone runs out of the store”*

Executive Summary

- Macro tensions increasing following President Trump’s announcement of new trade tariffs.

- US 1-year recession probability has risen sharply: from ~20% to ~50% YTD.

- iTraxx Main widened to ~85bps on the 09™ April, a level rarely seen outside periods of stress.

- Synthetic vs. cash spread basis is now in positive territory — an atypical and historically rich configuration.

* Mark Yusko

Trade Tariffs Revive Fears of a Global Trade Conflict and Recession

Analysts estimate that the U.S. economy could contract by -2% to -3.5% of GDP, while the European economy would decline
by -0.2% to -0.6%, if the tariffs announced by the Trump administration were maintained throughout this year. It is difficult to
know whether this decision is part of a negotiating strategy — announcing extreme measures to open a dialogue - or if the
President Trump considers the announced tariff levels to be justified and should be maintained long-term. In our view, a
partial easing of tariffs over the next six months is likely, for two main reasons

1. Negotiation strategy: If the tariffs are part of a negotiating strategy, they are likely temporary and conditional
on obtaining concessions.

2. Market reaction: Continued pricing-in of recession risk (around a 50% chance within the next year) could
destabilize confidence across equities, services and consumptions, pressuring the US administration
politically.

That said, an escalation into a full-scale trade war cannot be ruled out —which would carry further significant downside risks
for markets and global growth.

Fig. 1: US recession probability vs iTraxx level
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Market Response: Credit Spreads Widening

iTraxx Level
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As of April 9th, 2025, the iTraxx Main 5Y (Series 43) stands at ~85 bps, reflecting increased macro risk pricing.
—  This marks a ~ +20-bps widening (taking into account the roll) since the start of the year (YTD).

— At current levels, the market is implicitly pricing ~9 defaults over 5 years (assuming 40% recovery), which is
historically elevated for European Investment Grade credit.

—  Trading volumes have picked up sharply in recent sessions (trading more than €30bn per day!), suggesting rising
interest in hedging or repositioning activity.

Fig. 2: iTraxx Main 5Y - YTD Spread and Volume
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Valuation Context: Elevated & Potentially Attractive

Current iTraxx Main 5Y spreads (~85 bps) place the index in the top ~13% of its highest levels over the past decade, well
above the long-term median and third quartile.

Historically, such elevated spreads have been seen only during periods of market stress — yet today's context reflects pricing
for uncertainty rather than realized credit deterioration.

This spread environment may offer an attractive opportunity for IG synthetic credit exposure. Investors can potentially benefit
from both enhanced carry and spread tightening as macro conditions stabilize.

Fig. 3: Historical iTraxx Level Quartile & 10Y Percentile
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Technical Indicators: Synthetic vs Cash Dislocation

The current market configuration shows a rare dislocation between synthetic and cash credit spreads:
— Thelnvestment Grade basis (difference between iTraxx and iBoxx spreads) recently turned positive, reaching +0.57
bps.

— Historically, this basis hovers around -30 bps, indicating that synthetic instruments are currently trading at a
premium vs. cash, a signal of heightened risk aversion or hedging flows.

— This technical dislocation tends to revert over time (Fig.4) — offering potential relative value opportunities for active
creditinvestors.

— OnTranches - Super Senior is offering attractive levels of correlation (priced at ~80.50%).

Fig. 4: Synthetic / Cash Index Spread Basis Over Time
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Conclusion:

We believe the current environment warrants close monitoring, as it may offer selective opportunities for risk-adjusted
positioning in Investment Grade Credit via synthetic.

Selwood AM France - 09.04.2025

Fig. 5: Word cloud**
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Word Cloud - Last Week news
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** Word Cloud from Selwood Asset Management France streaming of financial news during the month. A word cloud is a visual representation of text data,
which is used to depict keyword metadata on websites, or to visualize free form text. Tags are usually single words, and the importance of each tag is shown with

font size or colour

Selwood Asset Management France,
Please feel free to contact us for any further information at paris@selwoodam.com

This material is not intended to be relied upon as a forecast, research, or investment advice and
is not arecommendation offer or solicitation to buy or sell any securities or to adopt any

investment strategy. The opinions expressed by Selwood Asset Management France and may
change without notice.
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MONTHLY LETTER DISCLAIMER

Monthly Letter. Selwood Asset Management France SAS ("Selwood") is providing this monthly commentary solely atthe request of and for the exclusive
use of the recipient (the "Recipient") in its capacity as the investment manager.

Purpose and Non-Reliance. The monthly letter is provided to the Recipients who are sophisticated investors, being professional clients, eligible
counterparties, accredited investors or qualified purchasers. The monthly letter is provided to the Recipient for the limited purpose of providing the
Recipient with information relating to the performance and the risk profile of the Fund as at the date specified therein and/or for the purposes of
discussion with Selwood only.

The monthly letter is not intended to provide and should not be relied upon as any form of accounting, legal or tax advice or investment
recommendations. The Recipient should consult its own tax, legal, accounting or other advisors about the issues contained herein. The Recipient should
refer to the risk factors set out in the Fund’s prospectus and supplement.

Carry. Any references to “carry” are intended to refer to a specific performance computation. Carry and theta would correspond to expected
performance in a 12 months' period. Certain assumptions are used to calculate “carry”, such as no trading and all market parameters staying intact,
which may have inherent limitations. Accordingly, the estimated carry and performance is not reliable, is not exhaustive and represents subjective
views of Selwood. Please also refer to the Risk Factors listed in the Fund’s prospectus and the supplement. Note also that any estimates are gross and
do notinclude the deduction of fees and trading costs.

Accuracy of Information. The figures, estimated figures, projections, views, charts, calculations and other information (the "Information") contained in
the monthly letter is indicative only and are provided as at the date specified therein.

Information related to any net estimated returns is based on unaudited, internally prepared assessments of the performance of the Fund's portfolio by
Selwood and have not been independently verified or confirmed. The net estimated returns are subject to adjustment as a result of items such as
changes or delays in Selwood's or the Fund’s administrator’s calculation of the profit and loss of the portfolio in whole or in part and/or Selwood's
assessment of the month-end value of any one or more of the financial instruments in the Fund's portfolio. Any such adjustments could have a material
impact on the estimated net returns, including a change from a positive monthly net return or year to date performance estimate to a negative monthly
net return or year to date performance estimate.

Market views presented herein, including any forward-looking statements, are reasonably held by Selwood as at the date hereof but are subjective and
have not been independently verified. Market pricings assume. These are not intended to and do not constitute financial or investment advice.

Selwood is not under any obligation to update or revise this monthly letter or any specific Information (including, without limitation, the estimated net
returns or carry) contained therein or to correct any inaccuracies, whether as a result of new information, future events or otherwise.

No representation, warranty or undertaking, express or implied, is given as to the fairness, correctness, accuracy or completeness of the Information or
the models used in preparing such, opinions or any forward-looking statements contained in the monthly letter by any of Selwood, or its respective
members, employees or affiliates (together "Selwood Parties") and no liability is accepted by such persons for the accuracy or completeness of any such
information or opinions, and nothing contained herein shall be relied upon as a promise or representation whether as to past or future performance.

Use of Models and Simulations. Certain information contained herein is derived from simulations or models. Methodologies and models used by
Selwood are just some among alternative other methodologies that could be used, and such can produce different results. Neither the simulations, nor
the models have been independently verified. The derived information is therefore based on certain assumptions which may be subjective and may not
necessarily be reflective of reality.

Distribution and Non-Solicitation. The monthly letteris notintended, and must not be construed, as an offer of, or a solicitation of an offer to purchase,
any investments in any jurisdiction where such offer or solicitation would be unlawful. The distribution of the monthly letter may be restricted in
certain jurisdictions. It is the responsibility of any person or persons in possession of this monthly letter to inform themselves of, and to observe, all
applicable laws and regulations of any relevant jurisdiction. Please refer to the country-specific disclaimers in the prospectus and the supplements of
the Fund.

External Market Conditions. The current global market conditions are exceedingly impacted by the Russia/Ukraine conflict and the continuing
uncertainty around COVID-19 which creates unprecedented volatility and could last for an extended period thus adversely affecting the Fund’s
performance and liquidity.

Solvency Il (SCR). No representations or guarantees as to compliance with Solvency Il are being made by Selwood. Prospective and existing investors
need to complete their own analysis of Solvency Il requirements.

Confidentiality. Selwood is distributing this monthly letter to the Recipient only. The monthly letter is strictly confidential and may contain proprietary
information of Selwood. It may not be reproduced, distributed or published by any Recipient for any purpose without the prior written consent of
Selwood.

Selwood. Nothing contained herein shall be deemed to create any obligations or commitment on the part of Selwood or any of the Selwood Parties.
Selwood is acting solely as an arm's length contractual counterparty to the Fund and not as the Recipient’s financial advisor or fiduciary. To the maximum
extent permitted by law, none of the Selwood Parties shall be liable (including in negligence) for any direct, indirect or consequential losses, damages,
costs or expenses arising out of orin connection with the use of or reliance onthe monthly letter. By accepting a copy of the monthly letter, the Recipient
agrees to be bound by the foregoing limitations and conditions.

Selwood Asset Management (France) SAS is registered in France (884 339 839 RCS) with its registered office at 40 rue du Colisee — 75008 — Paris; and
is authorised and regulated by the Autorité des Marches financiers (AMF) (GP-21000006).

© Copyright 2025 Selwood Asset Management (France) SAS. Allrights reserved.



