SELWOOD Selwood Asset Management (France)

ASSET MANAGEMENT March 2026 - Credit Market update

“In credit patience compounds”

Executive Summary
- Global Equity markets are down in average circa 8-9% MTD and -3% YTD
- Rates are up circa +50bps on 5Y
- All credit markets have widened in sympathy. Nonetheless, within credit markets, the spread widening has been
asymmetrical creating interesting opportunities.

Key elements, specific to credit markets, that we will discuss here:
- Is liquidity still a coward disappearing when you need it?
- Has Synthetic Credit become the better trade (relative to cash)?
- From Relative to Absolute: Synthetic Credit’s Appeal

Synthetic instruments liquidity increased, to the detriment of cash liquidity.

Fig. 1 : iTraxx Main 5Y & Daily Volumes
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The first point to highlight is the exceptionally high level of daily trading volumes observed since 26 February. Over this three-
week period, total volumes in iTraxx reached a record €35bn per day. Excluding the roll date, average daily volumes exceeded
last year’s “Liberation Day” period by approximately €5bn and were €15bn higher than during the most volatile three-week
window of the COVID crisis. This clearly illustrates that investors are increasingly using iTraxx as a preferred instrument for gaining
exposure to, or hedging, credit spreads.

Further confirmation comes from the most recent roll. Trading volumes on the roll date (Friday the 20th of March) exceeded
€132bn, surpassing previous peaks of €110bn in September 2025 and €100bn in March 2025. For comparison, even during the
volatile period of September 2024, volumes reached only €65bn. This sustained increase in roll activity reflects the growing size
of outstanding positions in the market.
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Price action during the roll was also notable. The fair roll level on Main 5Y (i.e., the spread difference between the new and old
series) was initially estimated at around 4bps, but traded higher throughout the session, closing at approximately 5.15bps. This
upward move suggests that short investors were actively rolling their positions into the new series.

iTraxx basis shows extreme level.

Fig. 2: IG Synthetic / Cash Index Basis' spread
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The significant liquidity available in synthetic indices has, however, come at the expense of the cash market, which hasremained
comparatively subdued. Since the beginning of the year, iTraxx has widened by approximately 15bps, broadly in line with the
14bps move observed in cash indices. However, given a typical beta of around 1.7, this implies that the traditional basis (1.7 x
iTraxx minus cash spreads) has compressed back above zero (+8bps); a level last observed at the peak of the 2022 credit crisis
(see Fig.2).

Attractive level of synthetic yield compared to cash yield.

Positive rates environment and wider credit spreads make the total yield very attractive compared to historical levels. Have we
left the bulk of the stress over interest rates behind us? Now that US rate cuts are off the table and Europe is pricing in three hikes
this year (April, June, and December), it’s likely.

Fig. 3: Level of synthetic yield compared to cash yield
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Historically, although the iBoxx yield is ~ 30 bps below its third quartile, the combined iTraxx and rates measure stands nearly
50 bps above it. This configuration has historically corresponded to a relatively attractive entry point, as seen in 2022.

Fig. 4: Yield spreads between Cash and Synthetic (Cash - Synthetic).
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The spread between iBoxx and iTraxx plus rates is at historically low levels, directly reflecting the elevated iTraxx - cash basis.

Regarding the most recent iTraxx Main series (last roll), it excluded three names from the previous series; Stellantis, Sidzucker,
and Leonardo, the latest due to insufficient outstanding debt to meet eligibility criteria. These were replaced by three issuers
(Adecco, SES, GSK) trading within the tightest 20% of credit spreads, all below 35 basis points. While the new index is
fundamentally safer, the steepness of the curve between the December 2030 and June 2031 maturities (for Series 44 and Series
45, respectively) has resulted in a fair value roll of approximately +4.1 basis points, with Series 45 trading wider than Series 44.

Conclusion.

We have been waiting for market stress to add exposure at more attractive levels in our Long Only solutions. Tight spreads are
the least appealing scenario for us, as they make credit the least attractive, or most unexciting, asset class in the room. While it
may be premature to be too optimistic, we had rolled our indices (on the 20th of March) at what we believe is an opportune
moment (top 20% days for the yield level since 2024).

We now find ourselves in a position where you can gain exposure at attractive levels, to a highly liquid index, something we cannot
say for all credit asset classes. This index is highly transparent and carries minimal idiosyncratic risk, assuming you are rolling
your exposure. We can now target high single-digit returns for all our solutions, with exposure limited to Investment Grade indices
and reasonable leverage.

Of course, it is impossible to predict how much further these CDS indices will widen due to this conflict and its broader
implications. However, if you can tolerate this volatility, it is becoming an increasingly compelling time to consider IG synthetic

credit. After all, we are well compensated to wait for a more favourable environment.

Mathieu Labelle, 25.03.2026

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.

Selwood Asset Management (France),
Please feel free to contact us for any further information at paris@selwoodam.com | Website: https://selwoodam.fr/

3|Page

For Professional/ Institutional / Accredited Investors Only
Selwood AM views and opinions are subject to change without notice
Selwood AM view and opinions are for illustrative purpose and not to be construed as investment advice


mailto:paris@selwoodam.com

S E LWO O D Selwood Asset Management (France)

ASSET MANAGEMENT March 2026 - Credit Market update

DISCLAIMER

Monthly Letter. Selwood Asset Management France SAS ("Selwood") is providing this monthly commentary solely at the 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 not include 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 oryear to date performance estimate to a negative monthly netreturn oryearto 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 letter is not intended, 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 confidentialand 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 losse s, damages, costs or expenses arising
out of orin connection with the use of or reliance on the 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 106 Boulevard Haussmann - 75008 - Paris; and
is authorised and regulated by the Autorité des marchés financiers (AMF) (GP-21000006).

© Copyright 2026 Selwood Asset Management (France) SAS. All rights reserved.
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