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Loomis on Loans
A quarterly look at data and topics in the syndicated loan market

KEEP CALM AND “CARRY” ON Annual Interest Returns:
. . S&P/LSTA Leveraged Loan Index
Interest income, or catry, is the anchor of bank loan returns. 8% - vs. 3-Month LIBOR

These floating rate instruments adjust alongside short-term
interest rates, which can provide a steady level of income, 6% -
generated by a spread over a short-term reference rate (for
now, typically 3-month LIBOR). Bank loans are regularly 49 -
refinanced and repaid for all kinds of reasons; therefore,

loans tend to have a three-year average life. This short 29%
average life supports the loan market’s general price stability
in most market environments. Since loans pay off at par,
there is a natural tendency for their prices to gravitate back
to this level. Because loan prices are often around par, price
action does not tend to have a large influence on returns.

While average annual loan total returns have been 4.60% mmmmm “All Loans” Interest Return
3 Month LIBOR
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since 1999, average annual interest returns have been 5.78%,
making up most of the return each year.

Continued on the next page. Source: 1.CD, an offering of S&P Global Market Intelligence ; Bloomberg as of 12/31/19

LOAN MARKET QUICK TAKE

Price Bifurcation
In 2019, the price gap between
double-B and single-B rated loans

S&P/LSTA Index

8.64% 96.72 3.07% L+352 widened. The environment for loans
9.31% 99.65 4.58% L+267 has been “liquidity-on” this year in
8.99% 97.70 3.25% L+383 contrast with the risk-on tone of
S SEP Capital 10, as of 12/31/19 equity markets. Many loan investors
have placed a premium on quality and
2019 Average Bid of Outstanding Loans by S&P Global Issuer liquidity rather than on yield. Factors
101 influencing  this  trend  include
100 persistent retail loan fund outflows
g 99 and more cautious CLO buying.
T 98
o 97 Bid prices of B-rated loans have risen
g 96 following the Fed’s decision to put
< 9 short-term rates on hold in October.
94 If we move into a petiod of flat
93 interest rates, retail outflows may
[?ec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec abate and could possibly change
18 direction.
BB BB- B+ B B- +eec-ec- "All Loans”

Source : LCD, an offering of S&P Global Market Intelligence; S&>P/ 1S TA Leveraged Loan Index as of 12/31/19
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KEEP CALM AND “CARRY” ON (Continued)

When building our loan portfolios, we carefully assess each individual company’s interest coverage, the amount the
company earns in relation to its required interest payments. Interest coverage is currently very healthy in the loan universe,
despite a period of prolonged interest rate increases since 2008. While individual companies vary, we estimate that average
interest coverage is north of four times for the types of companies we follow. Strong interest coverage creates a cushion,
lessening the chance of a loan missing an interest payment.

Another factor supporting stable interest payments is LIBOR floors. LIBOR floors were created following the Global
Financial Crisis (GFC) when short-term interest rates approached zero. Loan spreads based on such low rates were
unattractive to lenders given the risk entrenched in the market. As markets recovered, floors were written into many loan
agreements, enticing lenders to once again lend. These floors set a minimum level of income to which a loan’s spread was
added. For example, a loan paying LIBOR + 200 bps with a 100 bps floor would pay an annualized rate of 300 bps even if
LIBOR fell below 100 bps (100 bps floor + 200 bps spread).

LIBOR floors exist in many loan contracts today, typically at the level of 75 or 100 bps. After three short-term interest rate
cuts in 2019, the discussion of floors has become relevant again; and, we have observed an increase in the number of new
loan issues containing floors. We believe floors could come back in a big way if markets demand higher sustained income
levels than short-term rates plus loan spreads provide.

History of LIBOR Floors
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mmmm Average LIBOR Floor = Ratio of Loans with LIBOR Floors
Sonrce: LCD, an offering of S&P Global Market Intelligence as of 12/31/19

The main components of a loan portfolio’s return are each loan’s all in rate (LIBOR + spread) plus or minus the price
movement in the underlying portfolio of loans, less any default loss. Some short-term periods of volatility (GFC, 2015-
2016, 2019) have demonstrated more pronounced price action for bank loans. However, historically investors have been
able to rely on loans to produce attractive income while mitigating the impact of interest rate risk (by being floating rate)
and credit risk (by being senior and secured). To loan investors concentrating solely on short-term price movements, we
say, “keep calm and carry on.”

Tnvesting involves risk including possible loss of principal.
Please see Key Risks on the next page.
Past market performance is no guarantee of future results.
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Questions or concerns about the bank loan market? Email Cheryl Stober to learn more.

DISCLOSURE

KEY RISKS
Credit Risk, Issuer Risk, Interest Rate Risk, Liquidity Risk, Derivatives Risk, Leverage Risk, Counterparty Risk, Non- US Securities
Risk, Prepayment Risk, Extension Risk and Management Risk.

Investing involves risk including possible loss of principal.

This guarterly 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 Loomis, Sayles & Company, L.P.
Investment recommendations may be inconsistent with these opinions. There can be no assurance that developments will transpire as forecasted and actual
results will be different. Data and analysis does not represent the actnal or expected future performance of any investment product. We believe the
information, including that obtained from outside sources, to be correct, but we cannot guarantee its accuracy. The information is subject to change at any
time without notice.

Al indices are unmanaged and do not incur fees. You cannot invest directly in an index.

Past market performance is no guarantee of future results. MALR024646-0130
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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 written request. This material must not be used with Retail Investors.

In the E.U. (outside of the UK and France): Provided by Natixis Investment Managers S.A. or one of its branch offices listed below. 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, I.-2180 Luxembourg, Grand Duchy of Luxembourg. Italy: Natixis Investment
Managers S.A., Succursale Italiana (Bank of Italy Register of Italian Asset Management Companies no 23458.3). Registered office: Via San Clemente 1, 20122 Milan, Italy.
Germany: Natixis Investment Managers S.A., Zweigniederlassung Deutschland (Registration number: HRB 88541). Registered office: Im Trutz Frankfurt 55, Westend
Carrée, 7. Floor, Frankfurt am Main 60322, Germany. Netherlands: Natixis Investment Managers, Nederlands (Registration number 50774670). Registered office:
Stadsplateau 7, 3521AZ Utrecht, the Netherlands. Sweden: Natixis Investment Managers, Nordics Filial (Registration number 516405-9601 - Swedish Companies
Registration Office). Registered office: Kungsgatan 48 5tr, Stockholm 111 35, Sweden. Spain: Natixis Investment Managers, Sucursal en Espafia. Serrano n°90, 6th Floor,
28006, Madrid, Spain.

In France: Provided by Natixis Investment Managers International — 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.

In Switzerland: Provided for information purposes only by Natixis Investment Managers, Switzerland Sarl, Rue du Vieux College 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 which is authotised 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 within 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: Office 504-D, 5th Floor,
South Tower, Emirates Financial Towers, PO Box 118257, DIFC, 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 discretionary asset management business and investment advisory and agency business as a Financial Instruments Business Operator.
Registered address: 1-4-5, Roppongi, Minato-ku, Tokyo.

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, Taiwan (R.O.C.), license
number 2018 FSC SICE No. 024, Tel. +886 2 8789 2788.

In Singapore: Provided by Natixis Investment Managers Singapore (name registration no. 53102724D) to distributors and institutional investors for informational purposes
only. Natixis Investment Managers Singapore is a division of Ostrum Asset Management Asia Limited (company registration no. 199801044D). Registered address of
Natixis Investment Managers Singapore: 5 Shenton Way, #22-05 UIC Building, Singapore 068808.

In Hong Kong: Provided by Natixis Investment Managers Hong Kong Limited to institutional/ corporate professional investors only.

In Australia: Provided by Natixis Investment Managers Australia Pty Limited (ABN 60 088 786 289) (AFSL No. 246830) and is intended for the general information of
financial advisers and wholesale clients only .

In New Zealand: This document is intended for the general information 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 wholesale investors. Natixis Investment Managers Australia Pty Limited is not a registered financial service provider in New Zealand.

In Latin America: Provided by Natixis Investment Managers S.A.

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, oficina 102B, 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 Colombia: Provided by Natixis Investment Managers S.A. 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 Mexico: Provided by Natixis IM Mexico, S. de R.L. de C.V., which is not a regulated financial entity, securities intermediary, or an investment manager in terms of the
Mexican Securities Market Law (Ley del Mercado de Valores) and is not registered with the Comisién Nacional Bancaria y 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 laws of France and is not authorized by or registered with
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 subsidiaries, which are also not authorized by or registered with the CNBV or any other Mexican authority.

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 worldwide. The investment management subsidiaries of Natixis Investment Managers conduct any regulated activities only in and from
the jurisdictions in which 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 with the relevant
national law.

The provision of this matetial and/or reference to specific securities, sectors, or markets within this material does not constitute investment advice, or a recommendation or
an offer to buy or to sell any security, or an offer of any regulated financial 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 portfolio manager(s) as of
the date indicated. These, as well as the portfolio holdings and characteristics shown, are subject to change. There can be no assurance that developments will transpire as may
be forecasted in this material. 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 from third party sources, it does not guarantee the
accuracy, adequacy, or completeness of such information. This material may not be distributed, published, or reproduced, in whole or in part.

All amounts shown are expressed in USD unless otherwise indicated.
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