www.plenisfer.com | press@plenisfer.com

For professional investors in Italy

September 12, 2023

Fixed Income: sectors to focus on nowadays

Mauro Ratto, Co-Chief Investment Officer of Plenisfer Investments SGR

In a late economic cycle like the current one, with growing dispersion of performances and the
expected increase of corporate refinancing activity starting from 2024, where to seek fixed income
yield?

At Plenisfer we believe that corporate bonds can generate attractive returns, even taking a
moderate level of risk, if you look across all the credit spectrum and carefully select individual
opportunities at global level.

In particular, there are European and US quality issuers with a sustainable level of debt and able
to generate high cash flows. We believe it should be preferred the short- to medium-term end of
the yield curve where the credit spread combines with the highest interest rates in 15 years. In
terms of ratings, this means focusing on the crossover areq, i.e. on corporate bonds between
triple B and double B.

In our opinion, energy, financial and telecommunications, as well as - albeit marginally- airlines,
are among the sectors to look at for quality issuers today.

Energy operators are characterized by high liquidity: the reduction in investments in traditional
energy sources, a direct consequence of the expected transition to alternative sources, combined
with the expected oil price, configure a scenario of strong cash generation for the next 3/5 years.
In this sector, we believe hybrid bonds are particularly attractive.

In the financial areq, the recent price dislocation phenomena resulting from the Credit Suisse
crisis have been reabsorbed. However, interest rates are structurally higher than in the past and
this is a positive scenario for banks that benefit from higher interest margins. You can still select
good opportunities in senior and junior bonds from different institutions.

Similar considerations apply to telecommunications. Where the selected issuers have excellent
fundamentals and solid investment grade ratings, investing in hybrid securities, therefore junior
in the capital structure, makes it possible to significantly improve returns without increasing the
default risk of the portfolio.
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Finally, airlines (airline companies) are now counting on strongly improving balance sheets after
years of crisis and the recent pandemic. The process of streamlining costs in the sector has led
to an increase in tariffs, pushing up the profitability of operators. In this sector, the most senior
part of the capital, in some cases guaranteed by collateral, presents interesting opportunities. In
addition, some of these companies are state-owned, which materially reduces the funding risk.

Looking at the emerging markets, a careful stock picking and a high, geographical and sectoral
diversification are required. In this phase, the so-called “special situations” appear to be of
particular interest in the area: there could be idiosyncratic opportunities that can even offer
double-digit returns in countries such as Mexico and Argentina. In any case, the exposure on this
area should also be assessed in the light of the related country risk.

Disclaimer

This analysis relates to Plenisfer Investments SGR S.p.A. (“Plenisfer Investments”) and is not a marketing
communication relating to a Fund, investment product or investment services in your country. This
document does not constitute an offer or invitation to sell or buy any securities or any business or enterprise
described herein and does not form the basis of any contract.

Any opinions or forecasts provided are accurate as of the date specified, are subject to change without
notice, do not predict future results and do not constitute a recommendation or offer of any investment
product or service. Past performance does not predict future returns. There can be no assurance that an
investment objective will be achieved or that there will be a return on capital. This analysis is addressed
exclusively to professional investors in Italy pursuant to the Markets in Financial Instruments Directive
2014/65/EU (MIFID). It is not intended for retail investors or US Persons, as defined in Regulation S of the United
States Securities Act of 1933, as amended.

The information is provided by Plenisfer Investments, authorized as a UCITS management company in Italy,
regulated by the Bank of Italy - Via Niccold Machiavelli 4, Trieste, 34132, Italy - CM: 15404 - LEI
984500E9CB9BBCE3E272.

All data used in this analysis, unless otherwise indicated, is provided by Plenisfer Investments. This material
and its contents may not be reproduced or distributed, in whole or in part, without the express written consent
of Plenisfer Investments.
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