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Terms

Size (€): 458m
Fund Inception:
13 August 2013
Fund Domicile: Ireland

Fund Base Currency:
EUR

Dealing Frequency:
Daily

ISIN:
|IEOOBCZNWTO08

Management Fee: 0.9%

Incentive Fee: 0%

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
preference shares and hybrid capital
instruments (e.g. Additional Tier 1
securities), 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 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 5 means the
Fund's historic volatility is between
10% and 15%.

Typically higher
rewards

Contact Details

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

No. of Bonds/ No. of Issuers 61/32 39.4%

Return Since Inception

Effective Duration of Bond Allocation 55yrs 10.2%

Avg. Rating of Bond Allocation BBB- 06

Bonds: Yield to Worst (Gross) 5.2% 4.1%
Equity: Dividend Yield (Gross) 4.3% Note: Figures are based on returns for the | EUR (Accumulating) share class, net
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redeems shares depends on the ADL applied on the relevant dealing day. Further
Note: Fund gross yield reflects yield to worst for the bonds and dividend yield for information is contained in the Prospectus. Past performance is not a guarantee
the equities in the portfolio. The Avg. Credit Rating is calculated using an internal of future results.
model and includes all rated bonds and cash. Annual Distribution refers to the equivalent distributing share class (/d EUR).
Source: Bloomberg LP, Algebris (UK) Limited Share class inception date: 9 October 2013

Source: HSBC Securities Services (Ireland) DAC, Morningstar

EUR (Accumulating) 2014 - Present

I I T e I I I I I

045 28 128 031 045 082 020 119 116 046 153 069 620
080 444 188 104 111 192 152 820 435 306 101 243 251
679 284 304 299 190 803 584 825 176 486 144 882 626
144 105 816 228 020 183 205 146 848 075 008 117 1668

B3 +71 226 808 157 501 127 400 410 107 541 281 637 -17.61

Sl o665 327 175 568 515 394 046 171 380 15.56

Note: Returns are net of management fees and operating expenses but exclude ADL (Anti-Dilution Levy — Currently 12.5bps). The actual price at which an investor
subscribes or redeems shares depends on the ADL applied on the relevant dealing day. Further information is contained in the Prospectus. Prices are published daily
on Bloomberg. Past performance is not a guarantee of future results.

Source: HSBC Securities Services (Ireland) DAC, Morningstar

Commentary

Overall September was a strong month for equities, with European banks up +9% on a small sell-off in rates and supporting
measures announced by the ECB. More broadly, European indices outperformed the US, with the STOXX 600 up +3.7% against
the +1.9% and +0.5% posted by the S&P 500 and NASDAQ, respectively. Conversely, credit suffered a wobble driven by a generic
Sbps sell-off across Bunds and Treasuries rates curves, with Italian BTPs the only outright exception 10bps tighter on the back of
the agreement found between M5S and PD to form a new government in ltaly ahead of next year’s budget law. Financial credit
mostly outperformed the broader fixed income space, particularly in Europe, with spreads rallying despite the sell-off in rates. AT1
spreads compressed c25bps in September, ending around 410bps which remains an attractive risk-reward level in the current,
low yield environment.
The ECB issued a comprehensive dovish set of measures including open-ended QE, deposit tiering and another TLTRO. We believe
the latter two measures should provide some relief to banks’ net interest income as those with current account excess reserves
will be exempt from the 50bps deposit charge. Banks’ profitability remains at the forefront of regulatory concerns as more emphasis
is placed on sustainability of franchises’ business models. In recent years, asset quality has been the main driver of profitability gains
and focus has shifted to operational efficiency in order to meet more onerous requirements. As a result, we think that domestic
consolidation will eventually end up being the solution.
The EBA published its latest estimate of risk weighted asset (RWA) inflation from the Basel 4 impact. According to the new study,
RWA should grow on average ¢c19% through the phasing period, with a lower than previously modelled impact of the output floors
(+5% RWA inflation versus +9% previously). This is a positive for banks across the capital structure, especially subordinated creditors
from a fundamental (higher capital) as well as technical (lower net new supply) perspective. We note the slight increase in Operational
Risk (+4.7% versus +3.3% previously) could be construed negatively but it would trap more capital in the banks which ultimately is
credit-positive.
September was one of the busiest months this year in terms of financial credit supply with ~€33bn (~€223bn YTD) across AT1, Tier
2 and Senior. MREL/TLAC senior supply remained in the spotlight at ~€14bn (~€113bn YTD) across 18 deals as banks keep filling
resolution requirements ahead of their implementation. Also, there was a pickup in subordinated issuance - ~€5bn, ~€28bn YTD
for AT1s; ~€4bn, ~€20bn YTD for T2 — from leading players which pushes them closer to filling their buckets and reinforces the
positive technical construct, on top of which allows for ongoing redemption of legacy Tier 1 bonds.
e Fundamentally, negative rates have caused European banks’ customer spreads to have fallen 23% over the last five years. But
through this period of negative rates, bank managements have offset this pain with mix shifts and re-pricing to leave overall NIMs
flat. With balance sheet growth likely to be curtailed by slowing growth and with European banks expecting to make close to a 9%
RoTE this year, the question becomes what is the catalyst to drive share price performance. Dividend yields for large, well-capitalised
bank equities in ‘core’ European countries are now exceeding 7%, such as BNP in France. Perhaps a more actionable catalyst will
be when the banks start buying back their own shares. And interestingly, we are having conversations for the first time in more than
10-years with CEOs who are likely to pull the trigger on this over the next 3-6 months. Two examples we can identify are UniCredit
in Italy and Bawag in Austria, which is looking to buyback more than 10% of its market cap. With higher interest rates looking some
way away, the next upcoming catalysts, apart from buybacks, are likely to be domestic focused M&A and potential fiscal stimulus.
e Economic data globally, and in Europe, continues to soften, primarily in the manufacturing sector. European banks have been
shrinking their balance sheets in this cycle, not expanding, and lending growth only went positive in H2 2016, and modestly so ever
since. What that means is there is very little in the way of poorly underwritten new lending — or rather any substantial lending at all.
An economy without significant bubbles, and a loose monetary policy is unlikely to see large credit events on bank balance sheets
which haven’t been growing. Investors should probably look for bubbles in the high yield market, rather than bank balance sheets.
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Commentary - continued

Even as we observe growth slowing across the globe, we wonder if this slowdown is not the worst kept secret in markets today. Safe haven assets have been bid up
while cyclicals (Financials included) have been tossed to the curb as an economic slowdown is increasingly priced in. The ratio of gold to copper - an excellent barometer
of the defensive versus cyclical trade - is currently at highs only seen twice in the past 30 years (in early 2009 and mid-2016). We have seen a massive $550 bn of capital
moved out of equities and into bond and money market funds in the past 12 months, an amount dwarfing that of prior risk-off periods. And the crowded positioning in
growth/momentum names has hit the 100th percentile, according to MS prime brokerage data, while lowly Value is stuck in the Oth percentile.

All this is to say, the ingredients are in place for a sharp reversal if any part of the dominant narrative of low growth, low rates, low inflation comes into question. As we
saw in September, when you had one of the biggest moves in recent history in value versus momentum, it may not take much to cause such a positioning squeeze. Even
in hindsight there was no obvious catalyst for this move — but there are hints emerging for why it could recur and on a much bigger, more sustained basis. Calls for fiscal
stimulus are rising. Global bond issuance is surging. The ECB and BOJ may be approaching their limits on monetary easing. The Caixin China manufacturing PMI, a
leading indicator for global PMIs, has accelerated back up to 2018 levels. Core CPI inflation in the US is (quietly) at 11 year highs and trending up.

We are by no means calling for a growth resurgence; in fact it is quite clear that growth has stepped down and could fall further if business and consumer confidence
continues to be pressured by Brexit, trade wars, etc. But we believe that markets are very much positioned for this already and are highly vulnerable to any variation from
this view. Our equity book - which is firmly in the “value camp” — ie sitting in the Oth percentile of positioning and sentiment - is unique in that there are very few other
assets in the world which offer a robust dividend yield, have strong capital appreciation potential, and would actually benefit massively from an unwind of the dominant
market narratives discussed above.

Top 5 Equity Holdings Top 5 Bond Holdings Asset Allocation
e I T
1

1 BNP Paribas Unicredit Bonds 52.5%
2 Société Générale 2 Santander Equity 39.9%
3 Unicredit 3 CaixaBank Hedges (delta) -5.4%
4 Citizens Financial 4 Barclays Exposure calculated on a delta adjusted basis for option positions
. . and on a full notional basis for all other instruments. Excludes bond
5 Credito Valtellinese 5 Intesa Sanpaolo futures used for hedging duration.
Source: Algebris (UK) Limited
Source: Algebris (UK) Limited Source: Algebris (UK) Limited

Bonds - Exposure by Country Equities - Exposure by Region

B United Kingdom 1% B Europe ex UK 20%
B Spain 1% B North America 17%
Italy 1% Japan 1%
France 5% United Kingdom 1%
United States 4%
Switzerland 4%
' Other 7%
Exposure includes long bond holdings. Exposure includes long equity holdings.
Source: Algebris (UK) Limited 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 27 investment professionals and manages EUR 10.8bn
AUM (inclusive of committed capital), split between credit and equity investments (data as of 30.09.2019).

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: algebrislIR@algebris.com

Visit:  www.algebris.com
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EUR €500,000 IEOOBCZNWTO8 AFIIEEUR ID
GBP GBP equivalent of €500,000 |[EOOBCZNWW37 AFCIIGB ID
usD USD equivalent of €500,000 IEOOBCZNWX44 AFCIIUS ID
CHF CHF equivalent of €500,000 IEOOBCZNWV20 ALGFIIC ID
SGD SGD equivalent of €500,000 IEOOBYYJYN11 ALGFIIS ID
JPY JPY equivalent of €5600,000 IEOOBD71WT90 ALGFIIJ ID
EUR €500,000 IEOOBCZNWY50 AFIIDEU ID
GBP GBP equivalent of €500,000 IEOOBCZNX087 AFCIDGBP ID
usD USD equivalent of €500,000 IEOOBCZQ7R24 AFCIDUS ID
CHF CHF equivalent of €500,000 IEOOBCZNWZ67 AFCIDCH ID
SGD SGD equivalent of €500,000 IEOOBYYJYP35 ALGFIDS ID
JPY JPY equivalent of €5600,000 IEOOBD71WV13 ALFIIDJ ID
EUR €10,000 IEOOBCZQ7T48 AFIREUR ID
GBP GBP equivalent of €10,000 IEOOBCZNX194 AFCIRGB ID
usD USD equivalent of €10,000 IEOOBCZNXN1 1 AFIRUSD ID
CHF CHF equivalent of €10,000 IEOOBCZQ7S31 AFIRCHF ID
SGD SGD equivalent of €10,000 I[EOOBYYJYJ74 AFIRSGD ID
JPY JPY equivalent of €10,000 |[EOOBD71WW20 ALGFIRJ ID
EUR €10,000 IEOOBCZNX202 AFCIRDE ID
GBP GBP equivalent of €10,000 IEOOBCZNX319 AFCIRDG ID
usD USD equivalent of €10,000 IEOOBCZNX426 AFCRDUD ID
CHF CHF equivalent of €10,000 IEOOBD3DO0179 AFCRDCH ID
SGD SGD equivalent of €10,000 IEOOBYYJYMO4 AFIRRDS ID
JPY JPY equivalent of €10,000 |[EOOBD71WX37 ALFIRDJ 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 Income 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. Past performance may not be a reliable guide to future performance.

The strategy employed may result in the NAV exhibiting a high level of volatility. This Fund may invest in contingent convertible securities. These securities have unique risks, for
example, due to equity conversion or principal write-down features which are tailored to the issuing entity and its regulatory requirements, which means the market value of the
securities may fluctuate. Additional risk factors associated with contingent convertible securities are set out in the Fund’s Prospectus.

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.



