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Today’s Agenda

* Corporate bonds 101

* How the recent banking crisis and rate hikes have impacted
corporate bonds

* Where and how to find value in corporate bonds

— Qverarching investment themes
— Issuer-level financial analysis
— Bond-level analysis

— Fundamental and technical analysis

.lll * How to decide when to sell a bond before maturity
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Corporate Bonds 101




Corporate Bond Example

Each corporate bond has fixed and variable factors that provide a framework for investment
analysis most other investments do not have

LENNAR 5.875% 11/15/24
CUSIP: 526057CR3

Fixed “Security Master” Information Variable Factors*
Issue date May 10, 2018 Oct 2, 2020 Apr 11, 2023
A I f h bond 58.75
nnual coupon for each bon S Ask Price 113.40 100,65
May 15 coupon payment $29.375
November 15 coupon payment $29.375 Ask Vield to 0 5.44%
pon pay ' Maturity 2.01% R
Annual interest for 10 bonds $587.50 _
Rating Bal / BB+ Baa2 / BBB-
Maturity date November 15, 2024
Term 6.5 years Credit 1.79% 1.24%
Spread
Principal repaid at maturity per bond $1,000 e
- Bondsavvy

* April 11, 2023 data provided by Fidelity.com. October 2, 2020 pricing data from FINRA. Credit spread based on US Treasury data and Bondsavvy calculations.
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Price vs. Par Value Provides First Indicator of Value

Before doing any financial analysis, investors can look at a corporate bond’s price and YTM and
begin assessing its value and potential investment return

Illustrative Example: Target 3.90% 11/15/47

) “Discount” “Par” “Premium” ‘
All-time low* All-time high*
Oct 21 22 Apr4 23 Jul 24 20
Quoted as 75.34 80.00 87.70 100.00 110.00 120.00 137.74
I [ | I | [ I
Value per
bond $753.40 $800 $877 $1,000 $1,100 $1,200  $1,377.40
Annual
. . . 39.00 . 39.00 .
Coupon $39.00 $39.00 $39.00 S $39.00 $ $39.00
Yield to
Maturity 5.82% 5.40% 4.75% 3.90% 3.29% 2.76% 1.93%
(YTM)*

* All-time high and low pricing data sourced from FINRA market data. YTM figures calculated on April 9, 2023.
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Breaking Down Yield to Maturity for Corporate Bonds

Credit spreads reflect the amount a corporate bond’s YTM exceeds a similarly dated US Treasury.
Analyzing historical US Treasury yields and credit spreads can be a good indicator of value.

Moody’s Baa Yield vs. 20-Year US Treasury Yields Implied Credit Spread: Moody’s Baa vs. 20-Year US Treasury
April 6, 2007-April 6, 2023 April 6, 2007-April 6, 2023
10.00% 6.00%
9.00%
8.00% 5.00%
7.00%
6.00% 4.00%
5.00%
4.00% 3.00%
3.00%
2.00% 2.00%
1.00%
0.00% 1.00%
’ ~ o] (<)) o L] (o] o™ < n O ~N o] (<] o - N (22}
o o o i i .l =l i .l [l \al i i o~ o o (o]
S~ S~ S~ S~ S~ S~ S~ S~ S~ S~ S~ S~ S~ S~ S~ S~ S~
g g gegggeggLegcgegyggyggcg 0.00%
< < < < < < < < < < < < < < < < <

=20-Year Treasury ==Moody's Baa Yield

4/6/07
4/6/08
4/6/09
4/6/10
4/6/11
4/6/12
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Source: Moody’s Baa Yields and 20-Year Constant Maturity US Treasury YTM data are from the Board of Governors of the Federal Reserve. Credit spreads are

Bondsavvy calculations.
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How the Banking Crisis and Rate Hikes
Impacted Corporate Bonds
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SVB-Induced Fall in US Treasury Yields Buoyed Many Corporate Bonds...

US Treasury Yields vs. Effective Fed Funds* * US Treasury yields were trending up until
Nov 30, 2021-April 7, 2023 3/8/23 March 8, anticipating continued interest rate
o 2-year: 5.05% i .
6.00% L0/22/22 LO'year: 398% hikes. Then:
2-year: 4.50% x » March 9: Silicon Valley Bank customers

5.00% 10-year: 4.25%

withdrew $42 billion in deposits

4.00%

* March 10: Regulators closed Silicon Valley Bank

11/30/21

E s00% 2-year: 0.52% ‘
10-year: 1.43% ) 4/7/23
2.00%

March 12: Signature Bank seized

2year: 3.97% — Events caused ‘flight to safety’ into Treasurys,
10-year: 3.39% with the two-year YTM falling 1.24 percentage
points from March 8 to March 17

1.00%

— The impact of the banking crisis on the bond
0.00% . .
ISP I I PP IS FE S market showed the importance of owning a

\ \\Y AN\
0\,,,0 0\,,;» Rl Al R R RO \9\,,;» 0\,,,0 &,bs Kol

variety of corporate bonds

=—2-Year Treasury 10-Year Treasury  =—=Effective Fed Funds Rate

*Source: US Treasury and NY Fed data

Diversification does not ensure a profit or guarantee against loss



...But Heightened Perceived Risk Drove Certain Credit Spreads Higher
Corporate Bond YTM Building Blocks: Mar 8 vs. March 20, 2023 *

Apple Apple Vital Energy
3.85% 8/4/46 2.50% 2/9/25 10.125% 1/15/28
March8 March 20 March 8 March 20 March8 March 20 . .
Price 87.00  89.85 95.15 96.95 100.02 95.75 * The drop in short-term Treasury yields led
° % .9% -4.3%
% chg e e the Apple ‘25 bond YTM down 102 bps
12.00% (1.02 percentage points)

11.29%
* The 25 bond’s credit spread did increase

20 bps, slightly offsetting the drop in

10.11%
10.00%

Treasury YTMs
8.00%
— However, the bond’s near-term maturity
S ¢ oox limited the pricing impact
> 0.17%

4.87% 4.63%

* Credit spreads of many high yield bonds
widened, which drove certain high yield
bond prices lower, such as Vital Energy ‘28

4.20%

4.00% 0.37%

2.00%

3@: sSavvy.

*Source: Bond price and YTM data are from FINRA TRACE data and Fidelity.com. March 20, 2023 credit spreads are from Fidelity.com. March 8, 2023 credit spreads

0.00%

B Benchmark Treasury YTM M Credit Spread

were calculated by Bondsavvy based on 1) FINRA TRACE corporate bond YTM data and 2) Treasury yield data from the US Treasury.



Select Corporate Bond Performance: July 1, 2021-April 6, 2023

Vital Energy 10.125% 1/15/28 (B3/B+)

Ford 3.625% 6/17/31 (Ba2/BB+) “Fallen Angel”

7/1/21: Price $
111.00

110.00

Select High
Yield Bonds

Peak to o500
Trough: 3/20/23: — " i
-16.4 pts /20/23:

94.60 90.00

12/2021 05/2022 10/2022 03/2023

Exxon Mobil 2.440% 8/16/2029 (Aa2/AA-)

9/15/21: Price
106.75

102.00

96.00

Select

Peak to
Investment Trough: 5.0
Grade Bonds -22.4 pts
10/24/22: 84.00

84.34

78.00

12/2021 05/2022 10/2022 03/2023

Price $

12/31/21:
105.44

99.00

90.00

81.00

9/29/22:
73.50 i 72.00

11/2021 04/2022 09/2022 02/2023

Johnson & Johnson 3.70% 3/1/46 (Aaa/AAA)

Price $

8/4/21:

12246

120.00

4/6/23:
90.74

\ 100.00

80.00

10/24/22:  ~ S
77.22 —Q‘

60.00

Peak to
Trough:
-45.2 pts

sSavvy.

12/2021 05/2022 10/2022 03/2023

Source: Bond price charts are from FINRA market data.
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Identifying Value in Corporate Bonds




From 9,000 Available Corporate Bonds to 4-6 New Recommendations:

Our Key Investment Considerations

* Health and direction of overall economy
* Industry preferences and exclusions

* Direction of US Treasury yields

* Strength of business * Upcoming maturities

* Revenue and EBITDA growth Capital allocation

* Leverage and interest coverage

ratios
* Credit spreads * Trading activity and
* YTM, current yield, and depth of book
price * Capital structure
« Call provisions seniority

:’— BOﬁdSC’IVVY@ * |Interest rate risk

Making You a Better Bond Investor.




Using US Treasury Yields To Determine Value

US Treasury Yields vs. Effective Fed Funds Rate: 2007-Apr 7 '23*

1/2/07 4/7/23
2-year: 4.80% Taper Tantrum: 12/5/13 2-year: 3.97%
6.00% 10-year: 4.68% 2-year: 0.30% 10-year: 3.39%
/ 30-year: 4.79% 10-year: 2.88% 30-year: 3.61%

30-year: 3.92%

Pre Final ‘18 Hike: 11/5/18
2-year: 2.91%
10-year: 3.20%
30-year: 3.43%

5.00%

4.00%

3.00%

YTM

2.00%

1.00%

D W W W '»'»'»'»/\'\9'&'19@'»"9 "'Nm&'ﬁc’
KRR CEK G CUIR U YR CYEI CYIC LU M I G U G IR IR

—30-Year Treasury —2-Year Treasury

10-Year Treasury —Effective Fed Funds Rate

Where are we historically?

Are investors rewarded (or not
rewarded) with longer maturities?

Investment Grade & Fallen Angels:
Often have many bonds that trade,
offering investors various options on
maturity dates

High Yield: Typically, lower interest
rate sensitivity and, generally, fewer
CUSIPs outstanding can make other
factors more important than a bond’s
maturity date

* Sources: Treasury yields from US Treasury. Effective Fed Funds Rate from the Federal Reserve Bank of New York.
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Select Financial Metrics for Evaluating Corporate Bond Value

INTEREST COVERAGE
EBITDA RATIO LEVERAGE RATIO
Earnings before EBITDA Total Debt
interest, taxes, = =
depreciation & Interest Expense EBITDA
amortization
Higher = lower default risk Lower = lower default risk

“Purer” of the two ratios



ing You a Better Bond Inv

' Bomdsavv

Corporate Bond ‘Sweat Meter’

Lower Higher
credit risk credit risk

LEVERAGE RATIO

INTEREST COVERAGE
RATIO

INVESTOR STATE OF
MIND

Credits: Beach chair image licensed from Canva. Sweating man image licensed from Shutterstock.
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Overlaying Financial Ratios with Credit Spreads

Comparing a bond’s credit spread to its financial ratios enables investors to assess whether a bond is a
compelling relative value. It can also be helpful for investors to evaluate credit spreads on a historical basis.

Historical Credit Spreads*

Investment Grade Grocer: 5/31/19-4/5/23

2.50%
2.17% 2.13%
2.00%
1.63%
o 1.47%
O 1.50% 1.23% 1.30%
o 1.60%
= 1.42%
© . (]
© 1.00% 1.22% .
S 1.18%
()
0.50% No bond rating changes
during time period
0.00%

9 O O O O O N NN N %
A A T OO S O A A L L A A A

l\\ \ N\ q\l \ \ \ N\ v ol \ q\ N\ \ 4,\
OV AV OV APV A W AWV Y A \J O
AN G R I M G AP PG AV

Credit spread

10.00%

9.00%

8.00%

7.00%

6.00%

5.00%

4.00%

3.00%

2.00%

1.00%

0.00%

High Yield Retailer: 5/31/18-4/5/23

9.69%

3/13-5/6/20:
Multiple  cp
downgrades

3/19/21:5&P .,

4.72%

4.88%

11/25/19: S&P

down to BB-;
12/17/19: Moody’s . ,
down to Ba2 4/12/21: Moody’s  Aug ‘21: Moody’s
up to Ba3 and S&P upgrades
G I T T T Y S VA OV VR VIR, VIR, VI, VR
LIS U IR U I LA LA VA LA R U i L\ G
A AL LN U LA LA L U LA L LA U\ G L L A
EOSN AR VRS AR UV 0\.{3, A GRUERA G RV ,3,\“’0‘ W

*Credit spreads are from Fidelity.com on each date shown. Bondsavvy records historical credit spreads, which are reflected on these charts. The first date shown in

each chart is the date we initially recommended the bond. Each other data point was when Bondsavvy provided its quarterly recommendation updates to subscribers.



How We Identify Value in Corporate Bonds

Bondsavvy seeks to recommend bonds that have high credit spreads and yields and low prices relative to the bond
issuer’s financial strength. Below is a portion of the analysis we presented subscribers during a recent webcast

reviewing new corporate bond recommendations.

Pricing & Liquidity Analysis

Credit Analysis

$ in millions, except quote values Quote Offer Price
Yield to Spread to
Bond Bid Offer  Maturity " Treasury (!
Bond Recommendation 1 88.34  88.98 8.26% 4.44%

Bond Recommendation 2 82.81 83.54 8.76% 4.49%

Bond Recommendation 3 90.50 91.47 9.00% 4.80%

(1) Quotes as shown on Fidelity.com from 12:15-12:30pm EST on March 8, 2023.
(2) Most recent quarter's total debt divided by last twelve months' EBITDA.

(3) Last twelve months' EBITDA divided by last quarter's annualized interest expense.

Bid/Offer Credit Ratios
# Quotes Amount Bond Leverage Interest
(# Bonds) Outstanding Rating Gross Net  Coverage ®
6/ 7 (600) S500 Ba2 / BB 3.4x 3.1x 5.0x
9/7(1,000) $1,000 Ba3 / B+ 2.5x 1.8x 7.1x
7 /5 (500) S500 B2/B 2.8x 2.3x 5.0x
6/7(1,500) $1,000 Ba3 /BB 1.2x  Negative 26.7x




How We Identify Value in Corporate Bonds (Cont’d)

Apart from credit metrics such as leverage and interest coverage ratios, we need to understand a bond issuer’s full
picture, including recent growth, cash vs. debt, upcoming maturities, and the bond’s interest rate risk

Credit Analysis
$ in millions, except quote values YTD YOY Growth Last 12 Months Upcoming Maturities Interest
Spread to Rate
Bond Treasury ") Revenue EBITDA Revenue EBITDA Margin  Debt Cash Amount _ Date - Sensitivity
Bond Recommendation 1 4.44% 1% 9%  $4,160 $956  23% $3265  $273  $200 2025 Medium
$250 2027
Bond Recommendation 2 4.49% 26%  12%  $2,281 $537  24%  $1,316 $354 $275 2025 Low
Bond Recommendation 3 4.80% 2%  -23%  $2,308 $356  15%  $991 $157  $200 2028 Low
Bond Recommendation 4 1.82% 54%  T1%  $2,241 $600  27% $750  $2,710 $500 2032 Medium

(1) As shown on Fidelity.com from 12:15-12:30pm EST on March 8, 2023. .
All financial data are for company’s most recently reported quarter. \Q’
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Deciding When To Sell Bonds Prior to
Maturity




Deciding When To Sell a Bond — Tiffany ‘44 (FBondsavvy.

Tiffany 4.900% ‘44 Bond YTM Building Blocks

5.00%

4.00%

3.00%

2.00%

1.00%

0.00%

4.70%

Sep 5'19

3.20%

Jan 23 '20

Price

103.01

128.00

m Credit Spread

W Benchmark Treasury
YTM

* Bondsavvy recommended a purchase of Tiffany ‘44
bonds on Sep 5 ‘19 at an offer price of 103.01

* Shortly after our recommendation, LVMH announced
an agreement to purchase Tiffany

* LVMH was deemed a higher credit quality, and, since
it would assume Tiffany’s debt, the Tiffany bonds
surged to 128

* Low credit spread and Treasury yields: By January
‘20, the bond’s credit spread shrunk to 0.96%, and we
didn’t see Treasury yields falling materially

* Due to limited remaining upside, we recommended
selling the bond at 128, achieving a 26% return

* In late March ‘23, the bond traded in the high 90s

Source: YTM, pricing, and credit spread data from Fidelity.com. Dollar price reflects offer side on September 5, 2019 and bid side on Jan 23, 2020
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A Mistake Deciding Not To Sell a Bond

Especially for lower-coupon bonds, selling corporate bonds when they have increased significantly in price is a

crucial part of maximizing total returns.

Long-Dated Investment Grade Recommendation
May 31, 2019-April 3, 2023

8/4/20: Bond Price 5
reaches all-time high
/ of 122 11/9/21: Bond still

Atra/cllng around 115 120.00
100.00
\ 80.00

10/24/22: Long-dated

5/31/19: Bond Treasury YTMs reach

recommended at 10-year highs; bond o

86.44 (4.77% YTM) trades near 70 o

2019 2020 2021 2022 2023

* Bondsavvy recommended subscribers
purchase this bond at price of 86.44 on May
31, 2019

* US Treasury yields and the bond’s credit
spread fell, driving the price to 115-122 in
2020 and 2021

* Given limited other opportunities and the
bond’s pick date 4.77% YTM, we elected to
hold the bond

* As long-term Treasury yields rose in 22, the
bond fell to around 70 on Oct 24, 2022
before recovering to the high 70s on Mar 23

Source: FINRA market data

22



Deciding When To Sell a Bond — Albertsons ‘29

Albertsons 7.45% Price Performance
Sep 26, 2017 — Mar 24, 2022

* Bondsavvy recommended subscribers purchase the
Albertsons 7.45% ‘29 bond at 78.50 on Sept 26, 2017

Price $

* The bond had fallen in the wake of Amazon’s announced
2017 purchase of Whole Foods and Albertsons pulling its
100.00 planned IPO

Sep ‘21: Bond
reaches 120 all-time
high (4.65% YTM)

o * Ata 10.7% YTM and 4.2x leverage, we believed the bond
3/24/22:

Recommend sell at was a good risk-reward (bond rated CCC+ on pick date)
107.45 80.00

Deciding to sell

\ Sep 26 ‘17: Bond
recommended at * Albertsons’ strong financial performance accelerated

78.50 (10.7% YTM) ) ] ) )
2. during Covid-19, with leverage falling below 2x

2018 2019 2020 2021
* Despite strong financials, rating failed to get above B+
* As bond prices began falling in Q1 ‘22, we elected to lock
Q savvy. in nearly 30 points of capital appreciation and a 79.52%

total return

Source: FINRA market data
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Bondsavvy Disclaimer

InvestorG2 LLC d/b/a Bondsavvy is not registered as an investment adviser under the Investment Advisers Act of 1940, as amended (“Advisers Act”), or the
securities laws of any state or other jurisdiction, nor is such registration contemplated. All opinions expressed by Steven Shaw and Bondsavvy during this
presentation are solely Shaw’s opinions and not those of Fidelity Investments.

Any screenshots, charts, or company trading symbols mentioned are provided for illustrative purposes only and should not be considered an offer to sell, a
solicitation of an offer to buy, or a recommendation for the security.

As Bondsavvy operates under the publishers’ exemption of the Advisers Act, the investments and strategies discussed in this presentation do not take into
account an investor’s particular investment objectives, financial situation or needs. In making an investment decision, each investor must rely on its own
examination of the investment, including the merits and risks involved, and should consult with its investment, legal, tax, accounting and other advisors and
consultants.

The information in this presentation is based on data currently available to Shaw, as well as various expectations, estimates, projections, opinions and
beliefs with respect to future developments, and is subject to change. Neither Shaw nor any other person or entity undertakes or otherwise assumes any
obligation to update this information.

There are risks inherent in investing in bonds, which may adversely affect the bonds’ investment returns. These risks include, for example, market
decline, interest rate fluctuations, inflation, default, liquidity, and asset class risks. There is no guarantee that investors will be able to meet their
investment objectives. Past performance is no guarantee of future results. Investors could lose all or part of their investment in a bond, particularly when
investing in a high yield bond. Investing in bonds could also produce lower returns than investing in other securities. Investing in bonds does not constitute
a complete investment program.
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