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Terms

Size (€): 83m

Fund Inception:

07 January 2011
Fund Domicile: Ireland

Fund Base Currency:
EUR

Dealing Frequency:
Daily

ISIN:

IEOOBWY56Y06
Management Fee: 1.25%

15%

Fund Objective

The Algebris Financial Equity Fund
invests primarily in financial stocks
with a global remit.

Incentive Fee:

It has the ability to be both long
and short, use options where
appropriate and employ prudent
leverage.

The objective of the Fund is to
generate superior risk adjusted
returns over an investment cycle
by identifying mispricing
opportunities through systematic
analysis of a company’s intrinsic
value; the inherent complexity of
financial stocks provides fertile
ground for our team of specialist
financial analysts.

The macro environment and single
stock analyses are synthesized in
the overall portfolio construction.

Risk Profile

Lower Risk Higher Risk
Typically lower  Typically higher
rewards rewards
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Note: The synthetic risk and
reward indicator (SRRI) is based
on the historical data and may not
be a reliable indication for the
future. It is calculated using the
volatility of the Fund's weekly
performance over a five-year
period. A score of 6 means the
Fund's historic volatility is between
15% and 25%.

Contact Details

Call: +44 (0) 203 196 2450
Email: algebrisIR@algebris.com
Visit: www.algebris.com
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Performance Analytics - | EUR Performance Vs Reference Index
_ E I Il = Algebris Financial Equity Fund (UCITS) = MSCI World Financials Index
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Note: Returns and volatility numbers are annualised. Performance figures are based on returns for the | EUR share class, net of management fees, incentive fees and
operating expenses, and are reflective of the Fund’s “predecessor” (see related note below for details). MSCI World Financials Index is used as a reference index for
the Algebris Financial Equity Fund. The performance figures of the reference index are in USD, include dividends reinvested and do not consider any costs of investing
in the index. The Fund follows L/S strategy, does not necessarily invest in securities comprising the reference index and is subject to various restrictions and
requirements not applicable to the index, but this index is considered to provide a meaningful comparison. Past performance is not a guarantee of future results.
Source: HSBC Securities Services (Ireland) DAC, Morningstar
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Return Since Inception 25.95

Note: Returns are net of management fees, incentive fees and operating expenses, and are reflective of the Fund’s “predecessor”: MS Algebris Global Financials
UCITS Fund share class | EUR from 22nd October 2013 to 23rd June 2015 and Algebris Financial Equity Fund (UCITS) share class | EUR thereafter. The MS Algebris
Global Financials UCITS Fund and the Algebris Financial Equity Fund (UCITS) merged on 5th February 2016. Prices are published daily on Bloomberg. Past
performance is not a guarantee of future results.

Source: HSBC Securities Services (Ireland) DAC, Morningstar

Commentary

June was a positive month for the Fund. Top contributors to the Fund performance for the month of June were

Blackstone and Apollo Group and the top detractors were mainly European shorts.

As is usually the case, Financials have seen a significant amount of dispersion so far this year. At the top end, US

insurance stocks were up 27% YTD through June 30, Eurozone insurers +22%, and US banks +16%; whilst at the

lower end Eurozone banks were up +6% and Japanese banks actually down over 3%. Even within subsectors, stock
picking was crucial: Citigroup (a core holding for us) was up 35%, while State Street was down 11%. In Europe,
three names (of which we owned two) were up 17% or more while three were down 18% or more.

All'in, a relatively strong recovery for the sector following the 4Q meltdown, but in @ market where multiple expansion

has delivered the vast majority of the overall total return, Financials have generally not benefited from re-rating as the

negative sentiment and underweight positioning continues. While this is nothing new, we see it as extreme in Europe

(where value creation over the next 2-3 years will be significant) and increasingly so in the US, where we continue to

find compelling and idiosyncratic opportunities that are largely insensitive to the yield curve and Fed pivots.

In Europe, the market narrative for banks appears clear, but largely misplaced. “Negative interest rates are bad for

banks.” Well, partly yes. If nothing else changes, a 20bps cut in rates will lead to a 2% - 3% cut in earnings. But, it

is also not quite the axiom that is often thought. A combination of re-pricing of liabilities, volume growth, falling
provisions and reduced legacy costs has actually meant that despite 5-years of negative interest rates in the

Eurozone, the RoTE of European banks has actually risen every year since even the last cut in 2016. So, the market

narrative is not the whole story, and even probably misses the point. We expect RoTEs to continue to increase and

be closer to 9% on average in 2019.

e European bank shares are trading at historic low forward relative PE ratios, with the highest dividend yields in >30
years and when they have reached close to this level in the past, the bank sector has appreciated >50% in the
following 12 months. Perhaps, the sector really is difficult to own when forward returns are the highest. And for the
first time in 10 months, the Citi Economic Surprise Index for the Eurozone pushed into positive territory at the end
of June. We would stay/get invested.

e Atthe end of June, the BIS published its annual report, highlighting greater recognition amongst policy makers that
negative rates are harmful for banks and financial stability. The ECB has started to recognize this through hinting at
deposit tiering if they pursue a rate cut. By charging banks’ deposits lodged with it at -40bps, it currently costs the
system Eur 7.5bn annually. Pointless really. It would appear as they contemplate one further cut they might finally
stop hammering the banks as a by-product. It also seems increasingly plausible that under new leadership, the ECB
could opt to buy bank credit (as available sovereign and IG debt becomes more and more scarce) — this would have
a dramatically positive impact on the cost of capital for European banks.

e So, bank share prices have fallen considerably more than fundamentals. In fact, to such an extent that superlatives

abound. The ‘most’ upside, the ‘lowest’ PE relatives, the ‘highest’ dividend yield etc. What is clear in our minds, is

that the TBV growth and dividends to be paid by European banks over the next 2.5 years, despite consensus being
relatively bearish, is a high percentage of the current share price. With everyone on one side of the boat, the current
market view of the banks seems wildly mispriced.
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Commentary - continued

e Inthe US, CCAR represented a glimmer of good news for a sector facing a daily onslaught of negative headlines. Despite a challenging operating
environment, investors were reminded that the median CCAR bank boasts a ~12% cash-on-cash payout yield for the 2019 CCAR period. For example,
Citi increased their total payout to $21.5bn, which represents a total payout yield of 13.8% on the current market cap, fairly astounding for a bank with
an expanding ROE, minimal rate exposure, and a number of high moat businesses across its global franchise. Importantly, this year's result brings
management's three-year capital return total to $62bn (CCAR cycles 2017-2019), ahead of the $60bn+ goal outlined at the company’s 2017 Investor
Day. With the stock trading at 1x TBV despite '20 ROTCE guidance of 13.5%, management’s ability to continue delivering on financial targets should
go a long way in narrowing the valuation discount.

While we continue to see strong value in a number of US banks, the prevailing risk of rates and a slowing economy will likely impede the margin
expansion story that had fueled the group since the 2016 election. That said, we believe there are plenty of opportunities to make money across the
broader US financials landscape in companies less tied to the US business cycle. One example is Popular Inc (BPOP), the largest bank in Puerto
Rico. The stock trades at 8x earnings and 1.1x TBV despite generating 14% ROTCE (and growing). Loan growth in Puerto Rico is just beginning to
stabilize and GDP growth is now positive for the first time in over a decade. The expansion is driven by ~$85bn in US Federal aid money — representing
>100% of GDP - that will continue to flow into the territory at a measured pace over the next several years. Consensus estimates do not factor these
tailwinds into their loan growth assumptions, and we believe there will be significant positive revisions. Furthermore, recent M&A on the island means
the oligopoly there is further consolidating, which should benefit BPOP immensely with >60% market share of deposits. BPOP boasts a 16% CET1
ratio, compared to mainland mid-cap bank peers at ~11%. While management anticipates remaining above US comps, they acknowledge significant
excess capital. Assuming a 13% CET1 target, BPOP could repurchase ~$1bn of capital today, representing nearly 20% of their market cap. With high
growth, an improving economic backdrop, modest rate sensitivity and a consolidating industry, Puerto Rico has become a surprisingly strong banking
market, which is not at all reflected in the miserly valuation of its biggest and strongest bank.

Top 5 Long Holdings Net Exposure by Subsector
e | oo M s | oveen |

Unicredit 7.0% Banks 73.7%
ABN Amro 5.7% Insurance 8.7%
Carlyle Group 5.6% Diversified Financials 8.0%
KBC Group 4.7% Software & Services -3.8%
BNP Paribas 4.6% Index -25.3%
Total Exposure 61.3%

Exposure shown above is calculated on a delta adjusted basis for option positions and on a full notional basis for all other instruments.
Source: Algebris (UK) Limited

Exposure by Region (%) Net Exposure by Region (%)
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Asia I
Europe 66.1 -19.0 471 92.4
North America 45.1 -30.3 14.7 75.4
North America -
Asia 1.1 -1.6 -0.6 2.7
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Exposure shown above is calculated on a delta adjusted basis for option positions and on a full notional basis for all other instruments.
Source: Algebris (UK) Limited

About Algebris

Algebris (UK) Limited is a global investment manager with a historical focus on the financial sector across the capital structure. Founded in 2006, Algebris has gradually
expanded its expertise and entered the global credit and Italian securities space to capture a broader set of value opportunities. Most recently, Algebris on-boarded a
quant team that has embraced a statistical arbitrage strategy based on mean reversion. Algebris has a team of 26 investment professionals and manages EUR 10.7bn
AUM (inclusive of committed capital), split between credit and equity investments (data as of 30.06.2019).

Algebris (UK) Limited is authorised and regulated by the Financial Conduct Authority. Algebris Investments (US) Inc is a SEC registered Investment Adviser. Algebris
Investments (Asia) Pte Ltd is a Licensed Fund Management Company with the MAS. Algebris Investments K.K. is licensed by Financial Services Agency. Algebris
Investments S.ar.l. is authorised and supervised by the CSSF.

Contact Details

London Singapore Boston Milan Luxembourg Tokyo

Algebris (UK) Limited  Algebris Investments Algebris Investments (US) Inc. Algebris (UK) Limited - Algebris Investments  Algebris Investments K.K.

4th Floor, (Asia) Pte. Ltd 699 Boylston Street Milan Branch (Luxembourg) S.a.r.l.  JA Building 12F, 1-3-1

1 St James's Market 9 Straits View, #05-08 Boston MA 02116 Via Fatebenefratelli 10 40 Avenue Monterey ~ Otemachi, Chiyoda-ku

London SW1Y 4AH Marina One West Tower  United States of America 20121 Milano, ltaly L-2163 Luxembourg ~ Tokyo 100-0004 Japan
Singapore 018937

Tel: +44 (0) 203 196 2450
Email: algebrisIR@algebris.com
Visit:  www.algebris.com



tel:00442031962450
mailto:algebrisIR@algebris.com
https://www.algebris.com

genris

INVESTMENTS s ¥ T

Algebris Financial Equity Fund (UCITS)
| EUR June 2019

Fund Details

Share Classes |dentifiers

EUR €10,000 IEOOBTLJYM89 FAGFUBE ID
GBP GBP equivalent of €10,000 IEOOBTLJYN96 FAGFUBG ID
USD USD equivalent of €10,000 IEOOBTLJYQ28 FAGFUBU ID
CHF CHF equivalent of €10,000 IEOOBTLJYP11 FAGFUBC ID
SGD SGD equivalent of €10,000 IEQOBTLJYR35 FAGFUBS ID
JPY JPY equivalent of €10,000 IEOOBD71X526 ALGFEBJ ID
EUR €500,000 IEOOBWY56Y06 FAGIEUR ID
GBP GBP equivalent of €500,000 IEOOBWY57036 FAGIGBP ID
USD USD equivalent of €500,000 IEOOBWY56Z13 FAGIUSD ID
CHF CHF equivalent of €500,000 IEOOBWTBGB54 ALGFEIC ID

SGD SGD equivalent of €500,000 IEOOBWT6GD78 ALGFEIS ID

JPY JPY equivalent of €500,000 IEOOBD71X302 ALGFEIJ ID

EUR €10,000 IEOOBWY56V74 FAGREUR ID
GBP GBP equivalent of €10,000 IEOOBWY56X98 FAGRGBP ID
USD USD equivalent of €10,000 IEOOBWY56W81 FAGREUR ID
CHF CHF equivalent of €10,000 IEOOBWTBGC61 ALGFERC ID
SGD SGD equivalent of €10,000 IEOOBWT6GF92 ALGFERS ID
JPY JPY equivalent of €10,000 IEOOBD71X419 ALGFERJ ID

Private & Confidential

This document has been prepared and is issued by Algebris (UK) Limited (the “Firm”) who is the Investment Manager to the Algebris Financial Equity Fund. The Firm is authorised and
regulated by the Financial Conduct Authority. This document and information included herein is intended for information purposes only.

This document is intended for persons to whom it may lawfully be issued under The Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 including persons
who are authorised under the Financial Services and Markets Act 2000 of the United Kingdom (the “Act”), certain persons having professional experience in matters relating to

investments, high net worth companies, high net worth unincorporated associations and partnerships, trustees of high value trusts and persons who qualify as certified sophisticated
investors.

This document is exempt from the prohibition in Section 21 of the Act on the communication by persons not authorised under the Act of invitations or inducements to engage in

investment activity on the ground that it is being issued only to such types of person. Investing in financial markets and securities involves risk. Past performance is not a guarantee
of future results. Investment losses may occur from time to time and investors could lose some or all of their investment.

This information is not intended to provide, and should not be relied upon for, accounting, legal or tax advice or investment recommendations. This document does not constitute

or form part of any offer to issue or sell, or any solicitation of an offer to subscribe or purchase any investment nor shall it or the fact of its distribution form the basis of, or be relied

on, in connection with, any contract therefore.

You should consult your tax, legal, accounting or other advisors about the issues discussed herein. A potential investor expressing an interest to invest in the Fund will be provided

with an offering memorandum and subscription agreement (together, the “Fund Documents”) for the investment and an opportunity to review the documentation relating to the

investment. Prospective investors must review the Fund Documents, including the risk factors, before making a decision to invest and should rely only on the information contained

in the Fund Documents in making their investment decision and where necessary consult an advisor.

No representation, warranty or undertaking, express or implied, is given as to the accuracy or completeness of the information or opinions contained in this document by any of

Algebris (UK) Limited, its directors or employees and no liability is accepted by such persons for the accuracy or completeness of any such information or opinions.

Distribution of this information to any person other than the person to whom this information was originally delivered and to such person’s advisors is unauthorised and any reproduction
of these materials, in whole or in part, or the divulgence of any of their contents, without the prior consent of the Firm in each such instance is prohibited.

This document is intended for Professional Investors only. All figures, unless stated otherwise, are as at the last business day of the relevant month showing above. Some of the

figures shown in the tables are estimates, provided by the Firm. The performance shown does not take account of any commissions and costs charged when subscribing to and

redeeming shares. The strategy employed may result in the NAV exhibiting a high level of volatility. Past performance may not be a reliable guide to future performance.

The State of the origin of the Fund is Ireland. In Switzerland, the Representative is ACOLIN Fund Services AG, Leutschenbachstrasse 50, CH-8050 Zurich, whilst the Paying agent

is Vontobel Ltd, Gotthardstrasse43, CH-8022 ZUrich. The basic documents of the Fund such as the Prospectus, the key investor information document (KIID), the articles of association
as well as the semi-annual and annual reports may be obtained free of charge at the office of the Swiss Representative.

© 2019 Algebris (UK) Limited. All Rights Reserved. 4th Floor, 1 St James'’s Market, SW1Y 4AH.



