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Size (€): 174m
Domicile: Ireland
Share Classes:

R (Accumulating)

Rd (Distributing)

Liquidity: Daily
Management Fee: 1.80%
Incentive Fee: None

Bloomberg Ticker:
AFIREUR ID / AFCIRDE ID

ISIN (R/Rd EUR Share
Classes):

IEO0BCZQ7T48 /
IEO0BCZNX202

Data as of 31.12.2016

Fund Objective

The Algebris Financial Income
Fund can invest in the capital
structure of financial companies
globally, in both equities and
fixed income. The objective of
the Fund is to maximise income
and generate superior risk
adjusted returns over an
investment cycle by investing in
high dividend yielding stocks
and bonds. The Fund invests in
equities and subordinated debt
capital instruments of financial
institutions  globally, including
hybrid  capital instruments,
preference shares and
contingent convertible bonds
(CoCos), with fixed and variable
interest rates, which may be
rated investment grade or
below investment grade.

Investment in the Fund may be
suitable for investors with a
medium to long term
investment horizon.

Risk Profile
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Note: The synthetic risk and reward
indicator (SRRI) is based on
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 5 means
the Fund’s historic volatility is
between 10% and 15%.

»

Contact us

For questions regarding the
Algebris Financial Income Fund

Call: +44 (0)20 7851 1740
Email: algebrisIR@algebris.com
Visit: www.algebris.com
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_ 5.5% Note: Figures based on net returns for B EUR (Accumulating) class assuming
. admin, management and excluding ADL (Anti-Dilution Levy — currently

4.7% 12.5bps). This Share Class is used as it provides the longest track record. The

o(f20 returns of the R or Rd EUR Share Classes may differ from the B EUR

(Accumulating) Share Class. The actual price at which an investor subscribes

5.9% or redeems shares in the fund will vary, depending on the swung price based

Source: Bloomberg LP, Algebris (UK) Limited
Note: Fund gross yield reflects current yield for the bonds and dividend yield for
the equities in the portfolio.

on the ADL applied on the day in question. Further information is contained in

the Prospectus.
Inception date: 13 August 2013.

Source: Bloomberg LP, Algebris (UK) Limited

e Informatio B EUR (Accumulating)
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2.08 2.32 8.69

Sep
-1.41 1.48 4.05

0.49 2.89 1.32 -0.28 0.48 0.35 -0.25 1.23 -1.13 0.50 1.58 -0.66 6.63
0.82 4.48 191 1.08 1.14 -1.89 1.55 -3.27 -4.31 3.09 1.05 -2.40 2.92
-6.76 -2.81 3.07 3.02 1.92 -8.00 5.88 3.29 -1.72 4.88 1.47 3.35 6.68

Note: Figures are available on Bloomberg, daily. The B EUR (Accumulating) Share Class is used as it provides the longest track record. The returns of the R or
Rd EUR Share Classes may differ from the B EUR (Accumulating) Share Class. The B EUR (Accumulating) Share Class charges a 0.50% management fee.
Source: HSBC Securities Services (Ireland) DAC, Algebris (UK) Limited

Commentary

The Algebris Financial Income Fund was up 3.35% in December, bringing the performance for the year to
6.68%. Top contributors to the fund’s performance were Intesa Sanpaolo and Société Générale

The fund performed strongly in December, driven primarily by a reduction in idiosyncratic and systemic risk in
Europe. Following Prime Minister Renzi’s defeat in the December 4th constitutional referendum and his
resignation, the market appeared satisfied with the state-led ‘precautionary recapitalisation’ of MPS as well as
the NPL and asset disposals unveiled by Unicredit. Both banks have been sources of systemic concerns over
recent months and the steps taken to date are positive developments for Italian as well as for European banks,
representing a key step towards the resolution of their long-standing issues and to the restoration of investors’
confidence. This was further enhanced with the announcement of Deutsche Bank and Credit Suisse’s
settlements with the DoJ on the RMBS case, both of which came in line with or lower than analysts’
expectations. Indeed, regulation appears to increasingly be a tailwind, with the finalisation of Basel 4 being
delayed further into the new year, and 2017 SREP ratios coming out on average 100-225bps lower than last
year

Primary market activity in AT1/CoCos picked up in December, with three new deals from Unicredit, BNP and
Swedbank. The new deals’ combined market value was €1.75b which brought the total new issuance for 2016
above €22bn. The Unicredit bond was done as a private placement and came in with temporary write-down
features (5.125% trigger) and a very attractive 9.25% coupon. The 930bps backend and 5-year optional
redemption period compare extremely well with Unicredit’s existing AT1s. Between the structure, the balance
sheet cleanup and capital raise and the larger cushion to MDA levels, we think this bond should continue to
perform well and we were active participants in the primary and after-markets

We expect new supply to continue in 2017, both in AT1s/CoCos as well as in TLAC-eligible instruments. The
first four days of 2017 have already been busy in terms of new issuances, with European banks printing
~$12.5bn equivalent over 5 different names in HoldCo senior (Barclays, Santander UK), non-preferred senior
(BNP, Credit Agricole) and vanilla senior (Rabobank). We have also seen the first AT1 of the year with Intesa
issuing €1.25b at a 7.75% coupon

Stepping back and looking at the big picture for a moment, following 8 years of constant headwinds in the
financial sector, 2016 saw a number of structural turning points for financials globally. The journey to build
sufficient capital buffers to satisfy regulators has been long, volatile and arduous. Having finally cleared these
hurdles materially, we are seeing significant distributions in the US and although European banks lag their US
counterparts, that is also one of the opportunities. European banks have also finally increased their capital
sufficiently to start lending again — and loan growth in Europe was positive in 2016. Dividends, and even
buybacks, have been switched on for the first time since 2008. With valuations where they are, dividend yields
(and in the US case, total payout yields) are compelling
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Commentary - continued

Investors only started really taking notice though when two additional trends became firmly established during the year, namely: i)
confidence in the regulatory end game; and ii) the bottoming of bond vyields. Basel 4’s conclusion is clearly the end of the heavy
regulatory lifting that was initiated by the G20 in the aftermath of the crisis. Politicians, central bankers, regulators and the slightly
more beleaguered company managements and shareholders are finally agreeing on this point. And as the central bankers have finally
concluded that QE infinity was not working and should be at least partially unwound, global bond yields have started to back up. This
is clearly very positive for the banking sector

In the US, we have seen solid macro-economic data and a further increase in interest rates in December. Trump’s win reinforces a
number of the trends and also provides other stimuli, including a peaking of the regulatory burden, potential corporate tax cuts as well
as a boost to inflation and bond yields. This is particularly beneficial for US banks and life insurance companies. In 8 out of the last 10
years, earnings revisions for US banks have been negative, heavily driven by falling net interest margins. In an environment of gently
rising interest rates we have modelled Bank of America’s net profits, for example, increasing by 20% from this factor alone. Banks
outperform in inflationary periods. It's easy to see why. We believe the structure of this fund, with a core position in high yielding, short
duration credit assets with wide back-end spreads as well as a portfolio of equity assets that are levered to rising rates, make it a
positive-carry inflation hedge. This is scarce in this market — and, we believe, underappreciated and undervalued.

Top 5 Equity Holdings Top 5 Bond Holdings Portfolio Composition (Asset Allocation)

| Ranc
1
2
3
4
5

Source: Algebris (UK) Limited Source: Algebris (UK) Limited

Axa BBVA Equities 44.0%
Natixis

Barclays Bonds 54.0%

Crédit Agricole Intesa Sanpaolo Hedges (delta) -12.7%
UBS Exposure is calculated on a delta adjusted basis for option
positions and on a full notional basis for all other instruments.
Santander Excludes bond futures used for hedging duration.
Source: Algebris (UK) Limited

Banca Popolare dell'Emilia Romagna

Rank Issuer name _ Allocation
1
2
8
4
5

Azimut Holding

Bonds — Exposure by Country Equities — Exposure by Region
Other Japan APAC -ex Japan
4% 1% 1%

North America
17%

UK
3%
US 4% \
Italy
6%
France
7% Spain
12%
Switzerland
7%

Europe ex UK
23%

Exposure includes long bond holdings. Excludes bond futures used for hedging duration. Exposure includes long equity holdings. Excludes bond futures used for hedging duration.

Source: Algebris (UK) Limited Source: Algebris (UK) Limited.

About Algebris

Algebris (UK) Limited is an investment manager specialised in the global financial sector. Algebris has traditionally invested in the capital structure of financial institutions
across equity and credit. We recently expanded our expertise into global credit. Algebris has a team of 19 investment professionals and manages ~$6.1bn AUM (inclusive of
committed capital and advisory capital), split between credit and equity investments (data as of 31 December 2016).

Algebris (UK) Limited is authorised and regulated by the Financial Conduct Authority. Algebris Investments (UK) LLP is authorised and regulated by the Financial Conduct
Authority and registered with the SEC. The US office is registered with the SEC and the Singapore office is registered with MAS.
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Contact Us

London Singapore Boston Milan*

Algebris Investments (UK) LLP Algebris Investments (Asia) Pte. Ltd Algebris Investments (US) Inc. Algebris (Italy) Srl
Algebris (UK) Limited 50 Raffles Place #38-07 699 Boylston Street Via Fatebenefratellil0
7 Clifford Street Singapore Land Tower Suite #1001 20121 Milano, Italy
London W1S 2FT Singapore 048623 Boston MA 02116

United States of America
Tel: +44 (0)20 7851 1740

Email: algebrisIR@algebris.com
Visit:  www.algebris.com

*Algebris (Italy) Srl does not conduct any regulated activities, it provides research and analysis services with respect to Italian NPLs to Algebris Investments (UK) LLP.

Fund Details

Share Class Identifiers

EUR € 500,000 3/10/13 IEOOBCZNWTO08 AFIIEUR ID
GBP GBP equivalent of €500,000 N/A IEOOBCZNWW37 AFCIIGB ID
| USsD USD equivalent of €500,000 N/A IEOOBCZNW X44 AFCIIUS ID
CHF CHF equivalent of €500,000 N/A IEOOBCZNWV20 ALGFIIC ID
SGD SGD equivalent of €500,000 N/A IEOOBYYJYN11 N/A
EUR € 10,000 19/9/13 IEOOBCZQ7T48 AFIREUR ID
GBP GBP equivalent of €10,000 13/1/16 IEOOBCZNX194 AFCIRGB ID
R UsD USD equivalent of €10,000 3/12/13 IEOOBCZNXN11 AFIRUSD ID
CHF CHF equivalent of €10,000 4/12/13 IEOOBCZQ7S31 AFIRCHF ID
SGD SGD equivalent of €10,000 N/A IEOOBYYJYJ74 N/A
EUR € 500,000 3/10/13 IEOOBCZNW Y50 AFIIDEU ID
GBP GBP equivalent of €500,000 N/A IEOOBCZNX087 AFCIDGBP ID
ID USsD USD equivalent of €500,000 29/11/13 IEOOBCZQ7R24 AFCIDUS ID
CHF CHF equivalent of €500,000 N/A IEOOBCZNWZ67 AFCIDCH ID
SGD SGD equivalent of €500,000 N/A IEOOBYYJYP35 N/A
EUR € 100,000 1/4/14 IEOOBCZNX202 AFCIRDE ID
GBP GBP equivalent of €100,000 28/4/15 IEOOBCZNX319 AFCIRDG ID
RD UsD USD equivalent of €100,000 N/A IEOOBCZNX426 AFCRDUD ID
CHF CHF equivalent of €100,000 N/A |IEO0OBD3D0179 AFCRDCH ID
SGD SGD equivalent of €100,000 N/A IEOOBYYJYMO4 N/A

Private & Confidential

This document has been prepared and is provided by Algebris (UK) Limited who is the Investment Manager to the Algebris Financial Income Fund. Algebris (UK) Limited is
authorised and regulated by the Financial Conduct Authority. 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 Algebris (UK) Limited. 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. 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. The
information included herein and other materials provided to you are intended only for discussion purposes. This information is not intended to provide, and should not be relied
upon for, accounting, legal or tax advice or investment recommendations. 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 transaction 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. This
document is being issued by Algebris (UK) Limited and is for private circulation only. 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 Algebris (UK) Limited in each such instance is prohibited. Notwithstanding anything to the contrary herein, each shareholder (and each
employee, representative, or other agent of such shareholder) may disclose to any and all persons, without limitation of any kind, the tax treatment and tax structure of (i)
Algebris (UK) Limited and (ii) any of its transactions, and all materials of any kind (including opinions or other tax analyses) that are provided to the shareholder relating to such
tax treatment and tax structure. This document is being communicated by Algebris (UK) Limited only to persons to whom it may lawfully be issued under The Financial Services
and Markets Act 2000 (Financial Promotion) Order 2001 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. The strategy employed may result in the NAV exhibiting a high level of volatility and so is suitable for professional
investors only. Algebris (UK) Limited. 7 Clifford Street, London, W1S 2FT, UK.

The State of the origin of the Fund is Ireland. In Switzerland, the Representative is ACOLIN Fund Services AG, Affolternstrasse 56, CH—8050 Zurich, whilst the Paying agent is
Vontobel Ltd, Gotthardstrasse 43,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.

The current document is intended for information purposes only and shall not to be used as an offer to buy and/or sell shares. The performance shown does not take account
of any commissions and costs charged when subscribing to and redeeming shares. Past performance may not be reliable guide to future performance.
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