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Loomis on Loans

Turning Down the Static: Owning Loans in a Stable Rate Environment

The Fed has paused its rate-hiking cycles and the market is only pricing in 1-2 more interest rate increases this year. Some

strategists even suggest that the Fed may be finished with altering interest rates for the rest of the year. Loans ate typically

seen as an asset class to own when rates are on the rise, but what is the case for owning loans when rates are static, staying
at this level without much possibility for subsequent hikes? The answer here is yield.

What do we believe makes leveraged loans different?

Loan coupons are tied to short term interest rates, so they adjust up or down when those rates rise or fall. This makes
them an efficient place to help shield against duration, or interest rate risk, when rates are rising. Fixed rate products like
High Yield, Investment Grade, and US Treasury bonds all have varying levels of duration, so as rates go up, prices on
these fixed coupon instruments go down (based on the rate differentials and putting aside credit thoughts). 2022 was a
great example of this; the Fed raised interest rates over 4% last year, which raised rates down the curve, and this was seen
in the performance of fixed coupon instruments. HY, IG, and US Treasury bonds’ annual performance were all down
relative to loans, which were the among the highest returners for the year.

2022 Relative Outperformance of Leveraged Loans
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The charts presented above are shown for illustrative putposes only. Some or all of the information on these chart
may be dated, and, therefore, shonld not be the basis to purchase or sell any securities. The information is not intended to represent any
actnal portfolio managed by Loomis Sayles. Information obtained from outside sources is believed to be correct, but Ioomis Sayles cannot
guarantee its accnracy. "This material cannot be copied, reproduced or redistributed without authorization.

Past performance is no guarantee of future results.

LOAN MARKET QUICK TAKE as of June 30, 2023

Morningstar LSTA Index 2Q23 Return YTD Price Change Nominal Spread
“All” Leveraged Loan Index 3.15% 95.16 2.37 363.93
BB Index 2.81% 98.47 0.86 285.26
B Index 3.25% 95.68 3.13 390.31

Sonrce : Mormingstar LS TA Leveraged Ioan Index;, as of 6/ 30/ 23

The information presented above is shown for illustrative purposes only. Some or all of the information on this table may be dated, and, therefore, should not be the basis to purchase or

sell any securities. The information is not intended to represent any actual portfolio. Indices are unmanaged and do not incur fees. 1t is not possible to invest directly in an index.

Past market experience is no guarantee of future results. 1
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What do we believe could happen if interest rates remain at these levels?

If the Fed is close to finished with this cycle of interest rate increases, how should one think about loans? We still think
loans are a good place to invest while we wait out the current economic uncertainty. Why is that? With rates at the level
they are today, even with little possibility of future increases, the floating rate component of loan coupons gives the holder
a good base rate (at this writing, the 1 month term SOFR base rate is 5.14%!) return in addition to the fixed portion of the
coupon (the "spread"). The economy is proving to be more resilient than most had predicted, resulting in a constructive
environment for risk assets like stocks, HY bonds, and loans. All are having a very strong YTD period return. This also
means rates are expected to stay higher for longer.

At the beginning of this year, the market had been predicting a couple of rate cuts by year end, but the strength in the
economy and stickiness of inflation mean those expected rate cuts have been pushed out into 2024. The market currently
thinks year-end short-term rates will be higher than they are today. What does that mean for loans? The average coupon
of the loan index (base rate plus average spread) is 8.78%72. With the currently available price discount from par on loans,
this puts the current yield above 9% before factoring in potential price appreciation. Current yield is what an investor
would eatn if the price didn't change. That is compelling on a relative basis considering these loans do not have the
duration pressure other instruments have, and considering they are senior and secured (versus high yield which are often
not senior and rarely secured).

Index Yield

Morningstar LSTA US Leveraged Loan Index 9.22%
ICE BofA US High Yield Index 8.35%
ICE BofA US Corporate Index 5.55%

Source: Morningstar Pitchbook 1.CD, Bloonberg as of 6/ 30/ 2022

What do we believe could happen if rates come down?

The real question is: why would the Fed cut rates? The Fed may cut rates to help facilitate a "soft landing." In this event,
risk assets would most likely see prices increase (as a soft landing is a positive sign for risk assets). In this scenario, loan
prices should likely go up from here, which means that loans would potentially earn more than the 9% previously noted,
as there would now be a price appreciation component not previously considered. In this scenario, loans’ floating portion
of the coupon would go down with each rate cut, but the total return could go up due to price appreciation, thus leaving
loans with a still attractive return.

The Fed may also cut rates because the economy is experiencing economic distress. In this scenario, risk assets’ prices
would most likely be under pressure (loans, HY bonds, equities). We have often observed that whatever happens in the
HY market also happens to loans, only less-so for loans given their senior and secured place in the capital structure.
Loans’ floating portion of the coupon would be diminished by the rate cut and prices of loans would also go down, thus
leading to a lower total return for loans than we see today. However, in this case, the prices of HY bonds would typically
also go down and should go down more than the price of loans given that HY bonds are often unsecured. In this rate cut
scenario, loan returns would shrink but HY returns should shrink relatively more. Equity direction is more uncertain.

The takeaway here is that, even with flat rates and little to no possibility of hikes, loans can provide a good yield, even
without factoring in any price appreciation. With a rate cut, loans would still provide a good yield and, depending on the
reason for the rate cuts, may fare relatively better than HY.

While we can’t know what the future holds, we think rates will stay higher for longer, and we think there is good value in
owning loans that are trading with a 9% current yield and at a discount to par.

!Sonrce: Bloomberg as of 6/ 30/ 2023 2
2Source: Morningstar Pitchbook 1.CD as of 6/30/ 2023
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LET’S CHAT

Questions or concerns about the bank loan market?

@ Email Cheryl Stober to learn more.
cstober@loomissayles.com

Sources: Morningstar, Bloomberg

IMPORTANT DISCLOSURE

KEY RISKS: Credit Risk, Issuer Risk, Interest Rate Risk, 1iguidity Risk, Derivatives Risk, everage Risk, Counterparty Risk, Non- US Securities
Risk, Prepayment Risk, Extension Risk and Management Risk.

Any investment that has the possibility for profits also has the possibility oflosses, including the loss of ptincipal.
Diversification does not ensure a profit or guarantee against a loss.

Data and analysis does not represent the actual, or expected future performance of any investment product. Information, including that obtained from
outside sources, is believed to be correct, but we cannot gnarantee its accuracy.

This quarterly report is provided for informational purposes only and should not be construed as investment advice. Any opinions or forecasts contained
herein reflect the subjective judgments and assumptions of the authors only and do not necessarily reflect the views of Loowis, Sayles & Company, L.P.
Investment recommendations may be inconsistent with these opinions. There can be no assurance that develgpments will transpire as forecasted and actnal
results will be different. Data and analysis does not represent the actual or expected future performance of any investment product. We believe the
information, including that obtained from outside sources, to be correct, but we cannot gnarantee its accuracy. The information is subject to change at any
time without notice.

Market conditions are extremely fluid and change frequently.

Indices are unmanaged and do not incur fees. 1t is not possible to invest directly in an index.
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Additional Notes

This material has been provided for information purposes only to investment service providers or other Professional Clients, Qualified or Institutional Investors and, when required by local
regulation, only at their w ritten request. This material must not be used w ith Retail Investors.

To obtain asummary of investor rights in the official language of your jurisdiction, please consult the legal documentation section of the w ebsite (im.natixis.convintl/intl-fund-documents)

In the E.U.: Provided by Natixis Investment Managers International or one of its branch offices listed below. Natixis Investment Managers International is a portfolio management company
authorized by the Autorité des Marchés Financiers (French Financial Markets Authority - AMF) under no. GP 90-009, and a public limited company (société anonyme) registered in the
Paris Trade and Companies Register under no. 329 450 738. Registered office: 43 avenue Pierre Mendés France, 75013 Paris. Germany: Natixis Investment Managers International,
Zw eigniederlassung Deutschland (Registration number: HRB 129507): Senckenberganlage 21, 60325 Frankfurt am Main. ltaly: Natixis Investment Managers International
Succursale ltaliana, Registered office: Via San Clemente 1, 20122 Milan, Italy. Netherlands: Natixis Investment Managers International, Nederlands (Registration number 000050438298).
Registered office: Stadsplateau 7, 3521AZ Utrecht, the Netherlands. Spain: Natixis Investment Managers International S.AA., Sucursal en Espafia, Serrano n°90, 6th Floor, 28006 Madrid,
Spain. Sw eden: Natixis Investment Managers International, Nordics Filial (Registration number 516412-8372- Swedish Companies Registration Office). Registered office: Covendrum
Stockholm City AB, Kungsgatan 9, 111 43 Stockholm, Box 2376, 103 18 Stockholm, Sweden. Or,

Provided by Natixis Investment Managers SA. or one of its branch offices listed belav. Natixis Investment Managers S.A. is a Luxembourg management company that is authorized by
the Commission de Surveillance du Secteur Financier and is incorporated under Luxembourg laws and registered under n. B 115843. Registered office of Natixis Investment Managers
S.A.: 2, rue Jean Monnet, L-2180 Luxembourg, Grand Duchy of Luxembourg. Belgium: Natixis Investment Managers S.A., Belgian Branch, Gare Maritime, Rue Picard 7, Bte 100, 1000
Bruxelles, Belgium.

In Switzerland: Provided for information purposes only by Natixis Investment Managers, Switzerland Sarl, Rue du Vieux Collége 10, 1204 Geneva, Switzerland or its representative office
in Zurich, Schweizergasse 6, 8001 Zirich.

In the British Isles: Provided by Natixis Investment Managers UK Limited w hich i authorised and regulated by the UK Financial Conduct Authority (register no. 190258) - registered
office: Natixis Investment Managers UK Limited, One Carter Lane, London, EC4V 5ER. When permitted, the distribution of this material is intended to be made to persons as described as
follows: in the United Kingdom: this material is intended to be communicated to and/or directed at investment professionals and professional investors only; in Ireland: this material is
intended to be communicated to and/or directed at professional investors only; in Guernsey: this material is intended to be communicated to and/or directed at only financial services
providers which hold a license from the Guernsey Financial Services Commission; in Jersey: this material is intended to be communicated to and/or directed at professional investors
only; in the Isle of Man: this material is intended to be communicated to and/or directed at only financial services providers which hold a license from the Isle of Man Financial Services
Authority or insurers authorised under section 8 of the Insurance Act 2008.

In the DIFC: Provided in and from the DIFC financial district by Natixis Investment Managers Middle East (DIFC Branch) which is regulated by the DFSA. Related financial products or
services are only available to persons who have sufficient financial experience and understanding to participate in financial markets w ithin the DIFC, and qualify as Professional Clients or
Market Counterparties as defined by the DFSA. No other Person should act upon this material. Registered office: Unit L10-02, Level 10 ,ICD Brookfield Place, DIFC, PO Box 506752,
Dubai, United Arab Emirates

In Japan: Provided by Natixis Investment Managers Japan Co., Ltd. Registration No.: Director-General of the Kanto Local Financial Bureau (kinsho) No.425. Content of Business: The
Company conducts investment management business, investment advisory and agency business and Type Il Financial Instruments Business as a Financial Instruments Business
Operator.

In Taiwan: Provided by Natixis Investment Managers Securities Investment Consulting (Taipei) Co., Ltd., a Securities Investment Consulting Enterprise regulated by the Financial
Supervisory Commission of the R.O.C. Registered address: 34F., No. 68, Sec. 5, Zhongxiao East Road, Xinyi Dist., Taipei City 11065, Taiw an (R.O.C.), license number 2020 FSC SICE
No. 025, Tel. +886 2 8789 2788.

In Singapore: Provided by Natixis Investment Managers Singapore Limited (NIM Singapore) having office at 5 Shenton Way, #22-05/06, UIC Building, Singapore 068808 (Company
Registration No. 199801044D) to distributors and qualified investors for information purpose only. NIM Singapore is regulated by the Monetary Authority of Singapore under a Capital
Markets Services Licence to conduct fund management activities and is an exempt financial adviser. Mirova Division (Business Name Registration No.: 53431077W) and Ostrum Division
(Business Name Registration No.: 53463468X) are part of NIM Singapore and are not separate legal entities. This advertisement or publication has not been revieved by the Monetary
Authority of Singapore.

In Hong Kong: Provided by Natixis Investment Managers Hong Kong Limited to professional investors forinformation purpose only.

In Australia: Provided by Natixis Investment Managers Australia Pty Limited (ABN60 088 786 289) (AFSL No. 246830) and is intended for the general information of financial advisers
and w holesale clients only .

In New Zealand: This document is intended for the generalinformation of New Zealand wholesale investors only and does not constitute financial advice. This is not a regulated offer for
the purposes of the Financial Markets Conduct Act 2013 (FMCA) and is only available to New Zealand investors who have certified that they meet the requirements in the FMCA for
w holesale investors. Natixis Investment Managers Australia Pty Limited is not a registered financial service provider in New Zealand.

In Colom bia: Provided by Natixis Investment Managers International Oficina de Representacién (Colombia) to professional clients for informational purposes only as permitted under
Decree 2555 of 2010. Any products, services or investments referred to herein are rendered exclusively outside of Colombia. This material does not constitute a public offering in Colombia
and is addressed to less than 100 specifically identified investors.

In Latin America: Provided by Natixis Investment Managers International.

In Uruguay: Provided by Natixis Investment Managers Uruguay S.A., a duly registered investment advisor, authorised and supervised by the Central Bank of Uruguay. Office: San Lucar
1491, Montevideo, Uruguay, CP 11500. The sale or offer of any units of a fund qualifies as a private placement pursuant to section 2 of Uruguayan law 18,627 .

In Mexico: Provided by Natixis IM Mexico, S. de R.L. de C.V.,w hichis not aregulated financial entity, securities intermediary, or aninvestment manager in terms of the Mexican
Securities Market Law (Ley del Mercado de Valores) and is not registered with the Comisiéon Nacional Bancariay de Valores (CNBV) or any other Mexican authority. Any products,
services or investments referred to herein that require authorization or license are rendered exclusively outside of Mexico. While shares of certain ETFs may be listed in the Sistema
Internacional de Cotizaciones (SIC), such listing does not represent a public offering of securities in Mexico, and therefore the accuracy of this information has not been confirmed by the
CNBV. Natixis Investment Managers is an entity organized under the law s of France and is not authorized by or registeredwith the CNBV or any other Mexican authority. Any reference
contained herein to “Investment Managers” is made to Natixis Investment Managers and/or any of its investment management subs idiaries, which are also not authorized by or registered
w ith the CNBV or any other Mexican authority.

In Brazil: Provided to a specific identified investment professional for information purposes only by Natixis Investment Managers International. This communication cannot be distributed
other than to the identified addressee. Further, this communication should not be construed as a public offer of any securities or any related financial instruments. Natixis Investment
Managers International is a portfolio management company authorized by the Autorité des Marchés Financiers (French Financial Markets Authority - AMF) under no. GP 90-009, and a
public limited company (société anonyme) registered in the Paris Trade and Companies Register under no. 329 450 738. Registered office: 43 avenue Pierre Mendes France, 75013 Paris.

The above referenced entities are business development units of Natixis Investment Managers, the holding company of a diverse line-up of specialised investment management and
distribution entities w orldwide. The investment management subsidiaries of Natixis Investment Managers conduct any regulated activities only in and from the jurisdictions in w hich they
are licensed or authorized. Their services and the products they manage are not available to all investors in all jurisdictions. It is the responsibility of each investment service provider to
ensure that the offering or sale of fund shares or third party investment services to its clients complies w ith the relevant national law .

The provision of this material and/or reference to specific securities, sectors, or markets w ithin this material does not constitute investment advice, or arecommendation or an offer to buy
or to sell any security, or an offer of any regulatedfinancial activity. Investors should consider the investment objectives, risks and expenses of any investment carefully before investing.
The analyses, opinions, and certain of the investment themes and processes referenced herein represent the views of the portf olio manager(s) as of the date indicated. These, as w ellas
the portfolio holdings and characteristics shown, are subject to change. There can be no assurance that developments will transpire as may be forecastedin this material. The analyses
and opinions expressed by externalthird parties are independent and does not necessarily reflect those of Natixis Investment Managers. Past performance information presented is not
indicative of future performance.

Although Natixis Investment Managers believes the information provided in this material to be reliable, including that fromthird party sources, it does not guarantee the accuracy,
adequacy, or completeness of suchinformation. This material may not be distributed, published, or reproduced, inwhole or in part.

All amounts show n are expressed in USD unless otherwise indicated. VNAT | X I S

Natixis Investment Managers may decide to terminate its marketing arrangements for this product in accordance with the relevant legislation INVESTMENT MANAGERS
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