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Fund Terms

Size (€): 187m
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):

IEOOBCZQ7T48 /
IEOOBCZNX202

Data as of 31.05.2017

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

Fund Information

_ 5.2% Note: Figures based on net returns for B EUR (Accumulating) class assuming
admin, management and excluding ADL (Anti-Dilution Levy — currently
_ 2.9% 12.5bps). This 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

4.8% (Accumulating) Share Class. The actual price at which an investor subscribes

k) 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

Performance Information (Net)

B EUR (Accumulating)

I I I I T I I I
2.32 8.69

-1.41 1.48 4.05 2.08
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 AL fei 1.08 114 -1.89 1.65 -3.27 -4.31 3.09 1.05 -2.40 2.92
-6.76 -2.81 3.07 3.02 892 -8.00 5.88 3.29 =iL72 4.88 1.47 3.35 6.68
1.48 1.07 3.20 231 -0.16 8.12

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 Financial Income Fund had a slight pullback in May, falling -0.16%. It was generally a soft month in
financial equities, with US banks down 2.4% and their European counterparts falling just shy of 40 bps.
There was more excitement in credit, where the resolution of Banco Popular in Spain took center stage.

The largest contributors to performance during the month were Invincible Investment, a Japanese REIT,
and BCP, our recovery play in Portugal. The portfolio also benefited from holdings in Intesa and Credit
Agricole, as well as US asset manager Blackstone. However, US bank equities were in general
detractors to performance while our small exposure in Popular credit was the largest drag during the
month.

As noted, bank stocks in both Europe and the US underperformed the broader markets and fell in
absolute terms during May. US regional banks in particular were hit hard, falling over 4% and bringing
YTD performance to -6.4%. Long bond yields fell in the US and Europe, largely dragging financials down.
Political risk reduced further in Europe as Macron was confirmed as the French presidential winner in the
second round and Merkel restored her lead in regional elections in Germany. The European economy
and politics is coalescing into a much stronger positive investment case. For us, the banks’
underperformance seems a relatively short term phenomenon. The growth surprise indices in Europe,
along with PMIs and hard economic data point to a reasonably decent (compared to expectations)
growing economy...with momentum, which only a few quarters ago we were longing for. Although we
expect a very gradual move in forward guidance from the ECB, we believe the September meeting will
nonetheless start moving the debate forward with regards to tapering in Europe. This should prove a
powerful tailwind for European financials in the medium term.

In the US, expectations have clearly been reset lower (on rates, taxes, regulation, growth, and certain
pockets of credit), setting up a lower bar to clear what existed just a few months ago. At the same time,
fundamental tailwinds remain with strong operating leverage and capital return, while valuations are
cheap again (large banks, cards, and lifecos all trade below historical average multiples relative to the
market right now) and positioning is supportive (one-third of hedge funds have zero exposure to
Financials, according to MS data). Higher rates - which the bond market has largely priced out beyond
June already — and lower taxes would add incremental upside but at this point are not required for most
stocks to work from here. Stocks with 10%-+payout yields, cheap valuations, solid fundamentals, negative
sentiment, and large upside optionality are those we gravitate towards. There are a lot more available
now in the US than just a few months ago, and we have modestly increased our positioning accordingly.
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Commentary - continued

e Banco Popular was the key mover in the AT1 market in May, as concerns over its provisioning levels, capital adequacy and liquidity
caused a sharp sell-off in the bonds. Following the ECB declaration that Popular was "failing or likely to fail", the Single Resolution
Board (SRB) exercised its power to resolve the bank on June 7th. The resolution, the first under the new BRRD rules, involved the
write-off of all shares and AT1s and the conversion of Tier 2 bonds, prior to the sale of the bank to Santander for €1. The latter
announced a capital increase of €7bn, aimed at increasing coverage on the newly acquired non-performing real estate assets and
accelerate their disposal. The event had a limited impact on our portfolio, as we sold most of our position in Popular AT1s in early
2017

While supply in the US prefs space remained subdued and will likely remain so until the first wave of 2018 callable securities are
refinanced, May saw a significant increase in primary activity in Europe. In AT1s, five banks issued new bonds with a combined value
of over €6bn. Intesa (€750mm), Unicredit (€1.25bn), HSBC ($3bn), Sabadell (€750mm), and BBVA (€500mm) issued AT1s followed
by CaixaBank’s inaugural €1bn deal on June 1st, bringing YTD supply in the space to €15bn (€25-30bn expected in 2017). In our
view, yields and spreads on the Euro denominated securities continue to look very attractive given the fundamentals of the issuers.

Portfolio Composition (Asset Allocation)
1
2
3
4
5

Unicredit Intesa Sanpaolo Equities 48.2%

Banco Comercial Portugués Santander Bonds 51.0%
Wells Fargo BBVA Hedges (delta) -0.4%

Discover Financial Services

UBS Exposure is calculated on a delta adjusted basis for option
positions and on a full notional basis for all other instruments.
Lloyds Excludes bond futures used for hedging duration.
Source: Algebris (UK) Limited
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Blackstone

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

Bonds — Exposure by Country Equities — Exposure by Region

Other APAC -ex
4% Japan UK 1%

US 3% \

France
7%

North America
24%

Switzerland

%

Europe ex UK
15%

Exposure includes long bond holdings. Exposure includes long equity holdings.
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. In 2016 we expanded our expertise into macro credit. Algebris has a team of 20 investment professionals and manages ~EUR 8.4bn AUM
(inclusive of committed capital and advisory capital), split between credit and equity investments (data as of 31 May 2017).

Algebris (UK) Limited is authorised and regulated by the Financial Conduct Authority. The US office is registered with the SEC and the Singapore office is registered with
MAS.
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London Singapore Boston Milan*

Algebris (UK) Limited Algebris Investments (Asia) Pte. Ltd Algebris Investments (US) Inc. Algebris Srl

4th Floor, 1 St James’s Market 50 Raffles Place #38-07 699 Boylston Street Via Fatebenefratelli10

London SW1Y 4AH Singapore Land Tower Suite #1001 20121 Milano, Italy
Singapore 048623 Boston MA 02116

Tel:  +44(0) 203 196 2450 United States of America

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

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

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
| uUsb 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 usbD 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 IEOCOBYYJYJ74 N/A
EUR € 500,000 3/10/13 IEOOBCZNWY50 AFIIDEU ID
GBP GBP equivalent of €500,000 N/A IEOOBCZNX087 AFCIDGBP ID
ID uUsb 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 IEO0BYYJYP35 N/A
EUR € 100,000 1/4/14 IEOOBCZNX202 AFCIRDE ID
GBP GBP equivalent of €100,000 28/4/15 IEOOBCZNX319 AFCIRDG ID
RD usbD USD equivalent of €100,000 N/A IEOOBCZNX426 AFCRDUD ID
CHF CHF equivalent of €100,000 N/A IEOOBD3D0179 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. 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 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. 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. This fund may invest in contingent convertible securities ('Cocos'). CoCos 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 CoCos may fluctuate. Additional risk
factors associated with CoCos are set out in the fund’s prospectus. Algebris (UK) Limited. 4th Floor, 1 St James’s Market London SW1Y 4AH.

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 Zirich. 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.
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