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April 2022 High Yield Market Insights

¢ Interest rate changes impact high yield bonds less than other bonds
e Credit quality of high yield issuers has steadily improved over time

Interest rates have been rising due to inflation and anticipated Fed tightening. Rate changes affect all bonds, but high
yield bonds less so than investment grade corporate bonds or treasuries. Shorter maturities and higher yields make high
yield bonds less rate sensitive.

Changes in perceived credit quality tend to be high yield’s Achilles heel. Its issuers are considered riskier. They are
either more levered or are in more cyclical businesses than investment grade companies. The interest rate shoe has
already dropped, but the credit shoe, thus far, has not.

Figure 1: US HY Spread to Treasuries

2,000 -
1,800

1,600
1,400
1,200 -
1,000
800 -
600 -

400 A
200
0

1999 2001 2003 2005 2007 2009 2011 2013 2015 2017 2019 2021

Source: BAML

When and if credit quality does deteriorate, will high yield be as affected as it was during previous cycles? A few factors
point to the possibility that high yield could weather a deteriorating economy better than it did in the past. First up is the
improvement in the credit quality of the high yield index.

The quality of high yield issuers has gotten progressively better since the Bank of America/Merrill Lynch (BAML) Index
began in 1996. The BB share of high yield debt has been rising versus the shares of B and CCC issuers. Improvement
in credit quality has accelerated since the end of the global financial crisis.
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Figure 2: BAML High Yield Index Credit Rating Distribution (1996-2022)
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This is easier to see if we compare the BAML index proportions of BB, B and CCC rated bonds ten and fifteen years ago
to those of today. BB rated bonds comprise 55% of the high yield market now versus 40% of high yield debt in 2007,
just prior to the financial crisis. CCC bonds, the least creditworthy, have fallen from 17% then to 10% of the index today.

Figure 3: BAML High Yield Index Credit Rating Distribution (10Y, 15Y lookback)
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High yield issuers look better fundamentally. Leverage is not at its lowest, but nor should it be. It makes sense for firms
to carry somewhat higher debt burdens due to lower rates.

Figure 4: Gross Leverage of HY Issuers Figure 5: HY Interest Coverage
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Debt over the amount of earnings before interest, tax, depreciation and amortization (ebitda), is at the lower end of its
range since 2011. Coverage, the term for ebitba to interest, has risen steadily in the last ten years.

High yield debt has fixed coupons. Issuers have financed themselves at very low rates over the last several years.
Inflation will help initially, offsetting margin compression, as companies’ nominal earnings rise in comparison to their
fixed rate debts.
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Disclaimer

This material is furnished by Concise Capital Management, LP or affiliates (collectively “Concise”). This material and its contents have
been prepared solely for illustration and discussion purposes and should not be considered as an offer to buy or sell any interests in
the Funds. Any reproduction of this information, in whole or in part, without the prior written consent of Concise is prohibited. Additional
information is available from Concise upon request. Neither Concise nor its affiliates are acting as your advisor or agent. This material
is not intended to provide a sufficient basis on which to make an investment decision. An offer can only be made to qualified investors
by means of a private placement memorandum. Please refer to the private placement memorandum, Prospectus, and/or any
supplements for complete details, including information about risk, charges, and expenses. There can be no guarantee that the Fund
will achieve its investment objective. Investment in the Fund involves investment risks, including the possible loss of the principal
amount invested. All market and commercial data in this message are not warranted as to completeness or accuracy.

An investment in a Fund is speculative and may involve substantial investment and other risks described in the relevant Fund Offering
Documents. Such risks may include, without limitation, risk of adverse or unanticipated market developments, interest rate risk, risk
of counterparty or issuer default, and risk of illiquidity. The performance results of any of the Funds can be volatile. No representation
is made that a Fund’s investment objectives will be achieved, that its risk management processes will be successful, or that the Fund
or any investment will make any profit or will not sustain losses. Any investment in a Fund will be subject to applicable advisory fees
and expenses. The Funds’ high fees and expenses may offset their profits. Past performance is no indication of future results. The
Funds have substantial restrictions on investors’ ability to redeem or transfer their interests, and there is no secondary market for the
Fund’s interests.

The information and opinions expressed herein are as of the date appearing in this material only, are not complete, are subject to
change without prior notice, and do not contain material information regarding the Funds, including specific information relating to an
investment in a Fund and important risk disclosures. The descriptions herein of the Funds’ investment objectives or criteria, the
characteristics of their investments, investment processes, or investment strategies and styles may not be fully indicative of any
present or future investments, are not intended to reflect performance, and may be changed in the discretion of Concise. While certain
data contained herein has been prepared from information that Concise believes to be reliable (including data supplied by third
parties), Concise does not warrant the accuracy or completeness of such information.

This document contains certain forward-looking statements and projections. Such statements and projections are subject to a number
of assumptions, risks, and uncertainties that may cause actual results, performance, or achievements to be materially different from
future results, performance, or achievements expressed or implied by these forward-looking statements and projections. Prospective
investors are cautioned not to invest based on these forward-looking statements and projections.

Concise Capital Management, LP is an SEC-registered investment advisor, managing assets for institutions, family offices, and
wealthy individuals. The firm is also a manager of onshore funds, offshore funds, a UCITS fund, and a sub-advisor to mutual funds.
Concise Capital Management, LP was incorporated in March 2004 and is based in Miami, FL.
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