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BUSINESS MODEL

Indicative Breakdown of Senior Secured Loan returns

Total

LIBOR Floor Credit Spread Discount’

The minimum base rate of LIBOR, The amount of interest paid owver The amount a loan is priced below par
even if LIBOR falls below that level LIBOR to compensate an investor for in the primary or secondary market
the associated credit risk e.g. if a loan is priced at 97 this equals

a 3 per cent. discount.

1. Mewissues are typically sold ata discountto par.

Investment Process

» Comprised of loans and securities rated — S HE._NT,U HNER
BE+ and below T e
* Includes U.5. and non-U.5. issuers

+ Focused on companies with historicalty stable ———————————

cash flows, kguidity and access to capital QUALITY SCREEMS

= Seeks to eliminate: P
— Less liquid isswers (EBITDA <5100MM)

- Most defaulted and distressed securities

Focused on

— Outliers and high default potential issuers Risk
Management
- Macrosconomic Analysis: State of glabal CREDIT AND IMDUSTRY AMALYSIES
economy, credit cycle, political factors, efc. Appemomasiedy M0-250 esuers

* Industry Analysis: Comgpetitive landscape,
life cycle, regulatory envircnment, etc.

= Credit Analysis: Cash flow analysis, default
analysis, recovery analysis

= Strive to construct highly diversified portfolios

BCIOSST
— Industry — Credit ratings
- Companies —Yield analysis
— Investment size

= Avoid concentration of eyelical industries

The credit ratings noted above are those of Standard & Foor's. Ratings of BB and below are considered non-investment grade
(junk bonds). Credit ratings are subject to change st any time. This material is inftended as a broad overview of the porifolio
managers’ style, philosophy and investment process and is subject to change without notice. The portfolic managers’ views
may differ from those of other porfiolio managers as well as the views of Neuberger Berman.
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Investment Discipline

Top-Down Analysis

ECONOMY: KEY DATA POINTS

» Direction of Global Economy:
- Economic indicators
* Globalization trends
- Regional GDP/economic
forecasts
- Global equity market
movements
- Currency fluctuations

INDUSTRY: KEY DATA POINTS

* Where are we in industry life
cycle?

» Competitive landscape

* Trend forindustry consolidation

» Capacity levels

» Regulatory environment

+ Competitor analysis

Bottom-Up Analysis

ISSUER: KEY CONSIDERATIONS

Quality of Cash
Flow

Business
Fundamentals

+ Established

.

Offsetbusiness

+ Credit Cycle:
— Degree of cyclicality

— Spreads relative to historic
levels

— Banking industry

+ Political Factors:
— Budget surplus/deficit
— Election/wars

¢ Industry value chain

* Industry size and growth
+ Rating agency trends

¢ Industry model/return

» Sensitivity to exogenous
factors

.

Investment Philosophy and Selection Process

businesses with
longer-term track
records

Ability to de-lever
Origination (roll-up
Vs. organic)
Understand
business and
products

risk

transforming
acquisitions
Quantify/evaluate
CAPEX

Ability to delay
commitments

Accounting
practices

.

.

Proactive Investment Process
» Develop investment thesis and

benchmark the drivers

» Proprietary fundamental research

+ Disciplined and repeatable process

* We endeavor to add value throughout all
market cycles

Cautious of large,

: : : quidi Management/
Scenario Analysis Capital Structure Liquidi
v il quidity Ownership
« Understand + Evaluate « Cash « Understand any
upside/downside management's « Bank lines unusual equity
potential in terms intention and ability o CavarErs ownership
of credit ratios, to right size the « Evaluate
spreads and capital structure * Non-core asset management’s
ratings + Focus on senior salss abilities and
+ Benchmark structures in tight + Other sources of incentives
company vs. capital markets cash + Considerturnover
industry and its and slow growth of senior
own history periods management

Generate Added Value
* We seek to capitalize on market opportunities

and generate added value

through

— Efforts to reduce credit deterioration
— Industry and quality rotation
— Relative value analysis

Risk Management

» We have developed proprietary systems
to manage risk in accordance with client
objectives and constraints

» Oversight provided by independent NB
risk management committee
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Investment Philosophy and Selection Process

Selection Process

CREDIT VALUATION SELL DISCIPLINE
*  Processdriven by longstanding “Credit « Internal NB credit rating « Anticipation of deteriorating credit
Best Practices” checklist « Relative value spread analysis fundamentals
« Three financial models: upside, across industry and credit tier in * Unexplained shortfall relative to
downside and base case modeling light of NB rating financial scenarios
*  Focus on cash flow for debt service « Potential for deleveraging and * Unexpected developments, including

+  Assessment of management credit upgrade unanticipated change in management
»  Seek multiple sources of repayment Eundamental problems at an
+  Bond indenture/credit industry level
agreement analysis Holding reaches full valuation and NBFI
+  Vigilant and proactive monitoring using has identified a swap opportunity
proprietary monitoring database

PORTFOLIO INFORMATION

Top 10 S&P Sector Breakdown (ex Cash)
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PORTFOLIO INFORMATION

Currency Breakdown
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STRATEGIC REPORT

Heat Map of Principal Risks
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of change of risk
Macroeconomic
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