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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.
Furthermore the Investment
Manager aims to identify mispricing
opportunities to generate -capital
appreciation of the Fund through
fundamental bottom up analysis of a
company’s intrinsic value. 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.

Fund AUM ($):

204m

Domicile:
Ireland

Institutional Share Classes:
| (Accumulating), Id (Distributing)

Liquidity:
Daily

Management Fee:
0.90%

Incentive Fee:
None

Bloomberg Ticker:
AFIIEUR

ISIN (I EUR Share Class):
IEOOBCZNWTO08

Data as at 31 May 2014

Algebris Financial Income Fund
Monthly Factsheet: May 2014

Fund Information Performance Analytics

No. of Bonds/ No. of Issuers 38/25 Return Since Inception 14.1%
No. of Stocks 51 Annualised Return 18.1%
Duration of Bond Allocation (OAD) 5.2 yrs Annualised Volatility 5.7%
Av. Rating of Bond Allocation BB+ Sharpe Ratio 2.9

Note: Figures based on net returns for B EUR (Accumulating) class assuming

Bonds: Gross Yield to Worst 5.7% admin, management and excluding ADL (Anti-Dilution Levy — currently
25bps). The actual price at which an investor subscribes or redeems shares in
Equity: Gross Dividend Yield 4.5% the fund will vary, depending on the swung price based on the ADL applied on
the day in question. Further information is contained in the Prospectus.
Fund: Gross Yield 4.4% Inception date: 13 August 2013. Data as at 31 May 2014.

Source: Bloomberg LP, Algebris Investments (UK) LLP
Source: Bloomberg LP, Algebris Investments (UK) LLP

Performance Information (Net) % — B EUR (Accumulating)

|| an | reo | war | por [ way | iun | s | aue | sept | oct | Now | oec | vear_

2013 -1.41 148 405 208 232 869

2014 049 289 132 -0.28 048 4.97

Please see note above. Figures are available on Bloomberg, daily.
Source: HSBC Securities Services (Ireland) Ltd, Algebris Investments (UK) LLP

Commentary

The Algebris Financial Income Fund returned 0.48% in May with a running gross yield of 4.4%.

Looking briefly at the performance of the fund in May, we saw positive contributions from each regional
bucket (Europe, North America, Asia, and Latin America). Equity positions in Zurich Insurance Group,
Hercules Technology Growth Capital (a venture lending BDC in the US), and BB Seguridade, a Brazilian
insurance company, were the top individual contributors this month. The credit book also contributed
positively. These gains were partially offset by small losses across the hedge overlay as markets were
generally robust. There were no significant changes made to portfolio composition in May, apart from
slight consolidation of positions in the US equity book and small additions to the Asia equity book to take
advantage of weakness in Japanese banks during the month.

The strong performance in credit markets came in spite of some intra-month volatility. European credit,
let by peripheral government bonds, sold off sharply mid-month in the week leading up to European
Parliament elections. Weak reported GDP growth in France, Italy and Portugal contributed to a selloff
that may have begun with fears that Greece would impose a retroactive tax on bond holders. The
weakness was most likely positioning related and after a few days of selling, bond markets regained all
of the lost ground and then some as the focus shifted to the early June European Central Bank (‘ECB’)
meeting. Both rates and spread markets set new lows for the year in May; a powerful combination for
credit market returns.

The long awaited Deutsche Bank (‘DB’) Additional Tier 1 (‘AT1’) transaction finally materialized in
May. After numerous delays, the last of which was resolved with the announcement of an €8bn equity
capital increase, DB brought their 3 part AT1 deal. The total book size was €25bn and had approximately
1,400 orders across the 3 tranches. As expected, DB was fairly aggressive on pricing but the overall
strength of the fixed income market led to reasonably strong performance of the new issue.
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BNP Paribas (‘BNP’) was in focus as the bank is in discussions to settle charges with US agencies that the bank knowingly processed transactions
related to sanctioned countries. BNP recently disclosed that they had reserved €1.1bn for the settlement so when the financial press ran stories
expecting a fine in the US$10bn range, markets were caught off guard. As a result of this potential fine, European regulators are taking a closer look
at legal risk and potential exposures going into the comprehensive assessment. We believe the Asset Quality Review (‘AQR’) and stress testing will
be a rigorous process and we have already seen material capital increases as a result. With the ECB unwilling to get caught off guard by a bank
reporting adequate capital ratios but with unreserved legal risk, it is possible that we will see more equity and AT1 raised by banks with big capital
markets franchises. Asthe amounts under discussion with BNP escalate, one has to wonder whether the potential fines around LIBOR and FX market
manipulation may end up being materially higher than current market expectations. We are taking this increased legal risk into account in our
analysis. As to BNP specifically, the stock is held in the Fund's equity book (and we added slightly to this position during the intra-month weakness)
but is not currently a position in the credit book.

Looking in more detail at another key holding, Banco Popolare (‘BP’) is the fourth Italian bank by total assets and the most geared to a recovery in
the SME segment. Post the recently-completed rights issue the stock offers a compelling long-term opportunity, given its very low valuation (€2.8m
market cap / branch and 6% market cap / deposits, vs. €5.2m and 12% European averages), improved fundamentals and potential for
M&A. Management has spent the last 4 years strengthening the balance sheet and restructuring the group; based on our stress test today BP
appears in a much better position than perceived by the market. We think it is likely that BP will return soon to a level of ROE which is higher than
peers, due to its exposure to SME, as well as asset management and private banking. The bank is also keen in paying dividends, which in our view
could be 7-8% of current share price.

Focusing on macro developments during the month, the ECB delivered an easing programme slightly above expectations. What stood out for us
(aside from a negative deposit rate precedent) was the removal of €160bn of Securities Markets Programme (‘SMP’) sterilisation, and the effective
injection of €400bn of 4 year term funding for lending, all in all resulting in an approximately US$750bn liquidity injection. The latter part of this is
particularly interesting, as the mooted potential size may grow beyond the €400bn. For context, the total deleveraging in loans in the Euro area has
been €375bn since the crisis started. Furthermore, Mario Draghi signalled quite clearly that the ECB is not done with easing, leaving the door open
for ABS purchases. The earnings impact of these measures is on balance likely to be positive for European banks, as it reduces cost of funding,
improves the demand for legacy and non-performing assets, and enhances the functioning of monetary transmission. In general, the various actions
by the ECB represent a shift in monetary policy and collectively provides a constructive backdrop for investing across the capital structure in European
financial institutions.

Top 5 Bond Holdings Top 5 Equity Holdings
1 Credit Suisse 1 Zurich
2 BBVA 2 Banco Popolare
3 Santander 3 Blackstone Mortgage Trust
4 Lloyds 4 Bangue Cantonale Vaudoise
5 Barclays 5 Starwood Property Trust
Source: Algebris Investments (UK) LLP Source: Algebris Investments (UK) LLP

Portfolio Composition (Asset Allocation)

Equities 50%
Bonds 38%
Hedges (delta) -12%
Cash 13%

Source: Algebris Investments (UK) LLP
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Geographical Exposure

Bonds Equities
S spain 8% s 21%
s 8% 20%
e 6% 4%
~ swierland 6% 4%
- reland 3% i
. Germany 2%
_ o Allocation may not add up to 100% due to rounding.

2% Source: Algebris Investments (UK) LLP
@y 2%
~ Netherlands 1%

Allocation may not add up to 100% due to rounding.
Source: Algebris Investments (UK) LLP

Private & Confidential

This document has been prepared and is provided by Algebris Investments (UK) LLP who is the Investment Manager to the Algebris Financial Income Fund. Algebris
Investments (UK) LLP 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 Investments (UK) LLP.

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

The summary 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 Investments (UK) LLP 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 Investments (UK) LLP 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 Investments (UK) LLP 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 Investments (UK) LLP 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 Investments (UK) LLP. 7 Clifford Street, London, W1S 2FT, UK.
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