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Why European Loans 1



4For illustrative purposes only.

• European loans typically selected by the fund are senior in the capital structure and secured against assets

• European loans typically selected by the fund have first claim on assets in the event of a default which lowers risk of principal loss vs other asset classes, 
relative to other parts of the capital structure
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• Against a backdrop of higher inflation, Alcentra believes base rates will continue to rise in the medium term

• European loans, with coupons that reset at least quarterly, benefit from rising base rates and, as such, are not subject to the same duration challenges as 
fixed rate bonds

• As a result, European Loans have typically outperformed in periods of rising rates.

Protection against Rising Rates

Floating Rate Income
Past performance does not predict future returns.

Environment For Higher Rates

Period
EUR Hedged Returns During 

Rising Rate Periods1

Date
Δ in 10-Year 
US Tsy Yield

EUR
Loans

US
Loans

EUR 
HY

US 
HY

May ‘13 – Sep ‘13 + 137 bps 2.54% 0.98% 1.78% -1.11%

Jan ‘15 – Jun ‘15 + 84 bps 3.39% 2.67% 1.81% 2.30%

Jul ‘16 – Dec ‘16 + 124 bps 4.15% 4.59% 5.35% 6.60%

Jan ’22 – Sep ’22 + 202 bps -6.04% -4.51% -15.59% -16.07%

Average 1.01% 0.93% -1.66% -2.07%

Alcentra, 30 September 2022. 1US Loans: Credit Suisse Leveraged Loan Index, EUR: Credit Suisse Western European Leveraged Loan Index, US HY: ICE BofA US High Yield Index, EUR HY: ICE BofA
Euro High Yield Index.

Returns may increase or decrease as a result of currency fluctuations.
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Alcentra, 31 October 2022. Credit Suisse Western European Leveraged Loan Index; EU Loans, Credit Suisse Leveraged Loan Index; US Loans, Credit Suisse Western European High Yield Index; EU HY,
Credit Suisse High Yield Index; US HY.

Defensive Sector Positioning

Alcentra believes the European LoanMarket is defensively positioned in comparison to other asset classes.
• Larger weighting in defensive sectors such as Media/Telecom, Healthcare and Services

• Lower weighting in cyclical sectors such as Metals/Materials, Energy or Financials

• Alcentra ELF’s sector positioning has consistently skewed overweight in those defensive sectors and underweight those more cyclical
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Market Update 2
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Attractive Risk-Adjusted Relative Value
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Returns may increase or decrease as a result of currency fluctuations. Alcentra, 31 October 2022. EUR Loans: Credit Suisse Western European Leveraged Loan Index ex USD; US Loans: Credit
Suisse Leveraged Loan Index; EU HY: ICE BofA European Currency High Yield Index; US HY: ICE BofA US High Yield Index; EU IG: ICE BofA Euro Corporate Index; US IG: ICE BofA US Corporate Index; 
EMD: ICE BofA HG EM Corporate Plus Index ; EM HY: ICE BofA HY US EM Corporate Plus Index.

Past performance does not predict future returns

Price and Discount 
Margin Moves1

Oct

3-YE AR DM/ OAS

CS WELLI ex USD 761

US Loans 655

EU HY 588

US HY 457
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Note: Views expressed are those of Alcentra.1Standard & Poor’s LCD Global View, 31 October 2022; 2Defaults as a % principal value; 32021 and 2022 growth estimates come from the IMF’s July 2022 
Economic 2022 Outlook.

• Lockdowns and social distancing measures impacted economic growth in both Europe and the US in 2020, but the rebound in 2021 and early 2022 was
robust

• The S&P default rate has fallen from the Covid default peak of 2.61% in October 2020 to 0.43% in October 2022

• Going forward, given the impact of higher inflation, higher interest rates and potential for slower growth, there is scope for higher defaults in the European 
Loan market. Currently the percentage of the index trading below 80, which Alcentra believes is a good proxy for default outlook, is at c.4.75%.

Benign Defaults

Lagging 12-Month Default Rate1,2 GDP Growth Index (2007 = 100)3
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101Standard & Poor’s LCD Global Leveraged Lending Review Q3 2022, EBITDA of Euro/$50million or more; 2Standard & Poor’s LCD Global Quarterly Review Q3 2022;

Supportive Fundamentals

Total Debt/EBITDAMultiples1
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Alcentra, 30 September 2022; 1S&P Global Market Intelligence Report September 2022; 2Standard & Poor’s CLO Historical Stats September 2022.

Balanced Demand & Supply Dynamics

New-Issue Loan Volume (bn)1 European CLO Issuance (bn)2
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• Loan issuance in Q3 2022 stood at €16.3bn and was driven by M&A and refinancing. This level is lower year-over-year relative to €24.5bn in Q3 2021 and 
was largely due to the market conditions during the quarter

• Following a slow Q2, European CLO issuance improved in Q3 2022 to €6.4bn, although was lower relative to the €10.5bn issued in Q3 2021
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This material is for use with qualified investors only, and not for use with the general public. Accordingly, this document must not be acted on or relied on by persons who are
not qualified persons.
The Interests are offered only to qualified investors who do not require immediate liquidity of the investment. An investment in the Fund does not constitute a complete
investment program. Investors must fully understand and be willing to assume the risks involved in the Fund's investment program.

This presentation shall not constitute an offer to sell or the solicitation of any offer to buy Interests, which may only be made at the time a qualified offeree receives a private
offering memorandum describing the offering and related subscription agreement. These securities shall not be offered or sold in any jurisdiction in which such offer,
solicitation or sale would be unlawful until the requirements of the laws of such jurisdiction have been satisfied.

This presentation is proprietary and not to be reproduced or redistributed in whole or in part without the prior written consent of Alcentra. All views, opinions and estimates in
this report constitute the best judgment of Alcentra as of the date hereof, but are subject to change without notice, and do not necessarily represent the views of Alcentra. The
information in this presentation may contain projections or other forward-looking statements regarding future events, targets or expectations regarding the strategies
described herein (including those introduced by the terms “may,” “target,” “expect,” “believe,” “will,” “should” or similar terms). There is no assurance that such events or
targets will be achieved, and may be significantly different from that shown here. The information in this presentation, including statements concerning financial market trends,
is based on current market conditions, which will fluctuate and may be superseded by subsequent market events or for other reasons.

Certain information contained herein is based on outside sources believed to be reliable, but its accuracy is not guaranteed.

The information in this presentation is only as current as the date indicated, and may be superseded by subsequent market events or for other reasons. Nothing contained
herein constitutes investment, legal, tax or other advice nor is it to be relied on in making an investment or other decision. Investors should independently investigate any
investment strategy or manager, and consult with qualified investment, legal, and tax professionals before making an investment.

Before investing, you should obtain and review the current Key Information Document (KID) for this Company which is available at the Company’s website
www.Alcentra.com.

Prepared for Qualified Investors or “Regulated Qualified Investors” only in Switzerland

Important Information
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http://www.Alcentra.com/
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Benchmarks

These benchmarks are broad-based indices which are used for comparative purposes only and have been selected as they are well known and easily recognizable by
investors. Comparisons to benchmarks have limitations because benchmarks have volatility and other material characteristics that may differ from the strategy or fund. For
example, investments made for the strategy or Fund may differ significantly in terms of security holdings, industry weightings and asset allocation from those of the
benchmark. Accordingly, investment results and volatility of the strategy or Fund may differ from those of the benchmark. Also, the indices noted in this presentation are
unmanaged, are not available for direct investment, and are not subject to management fees, transaction costs or other types of expenses that the strategy or Fund may
incur. In addition, the performance of the indices reflects reinvestment of dividends and, where applicable, capital gain distributions. Therefore, investors should carefully
consider these limitations and differences when evaluating the comparative benchmark data performance.

No party involved in or related to compiling, computing or creating the index data makes any express or implied warranties or representations with respect to such data (or the
results to be obtained by the use thereof), and all such parties hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a
particular purposewith respect to any of such data.
Investors cannot invest directly in an index.

Credit SuisseWestern European Leveraged Loan Index: Amulti-currency index tracking term loans syndicated to European loan investors.

Credit Suisse Western European Leveraged Loan Index excluding USD: A multi-currency index tracking term loans syndicated to European loan investors, excluding
USD denominated loans.
S&P European Leveraged Loan Index: The S&P European Leveraged Loan LBO Index is a multi-currency total return index that tracks returns on loans issued in Europe,
both euro and dollar denominated, LBO and non-LBO.

S&P 500 Index: S&P 500 Index has been widely regarded as the best single gauge of the large cap US equities market since the index was first published in 1957. The Index
has over $5.58 trillion benchmarked, with index assets comprising approximately $1.31 trillion of this total. The Index includes 500 leading companies in leading industries of
the US economy, capturing 755 coverage of US equities.
Credit Suisse (US) Leveraged Loan Index: Tracks the investable market of the U.S. dollar denominated leveraged loan market. It consists of issues rated “5B” or lower,
meaning that the highest rated issues included in this index are Moody’s/S&P ratings of Baa1/BB+ or Ba1/BBB+. All loans are funded term loans with a tenor of at least one
year and aremade by issuers domiciled in developed countries.

Credit SuisseWestern European High Yield Index: Investments in non-investment grade European fixed income securities
EURO STOXX 50 Index: The EURO STOXX 50 Index, Europe's leading blue-chip index for the Eurozone, provides a blue-chip representation of supersector leaders in the
region. The index covers 50 stocks from 8 Eurozone countries: Belgium, Finland, France, Germany, Ireland, Italy, the Netherlands and Spain.

ICE BofA US High Yield Index is an index which tracks the performance of US dollar denominated below investment grade rated corporate debt publically issued in the US
domesticmarket.
ICE BofA European Currency High Yield Index is designed to track the performance of euro- and British pound sterling-denominated below investment grade corporate
debt publicly issued in the eurobond, sterling domestic or euro domestic markets.

Important Information



This is a financial promotion and is not intended as investment advice. The information provided within is for use by professional investors and/or distributors
and should not be relied upon by retail investors.

This material has been provided for informational purposes only and should not be construed as investment advice or a recommendation of any particular investment product,
strategy, investment manager or account arrangement, and should not serve as a primary basis for investment decisions. Prospective investors should consult a legal, tax or
financial professional in order to determine whether any investment product, strategy or service is appropriate for their particular circumstances.

Franklin Templeton holds the majority of The Alcentra Group (or “Alcentra”), which is comprised of the following affiliated companies: Alcentra Ltd. and Alcentra NY, LLC.
Assets under management include assets managed by both companies. Alcentra NY, LLC is registered with the U.S. Securities & Exchange Commission under the
Investment Advisers Act of 1940. Alcentra Ltd. is registered with the U.S. Securities & Exchange Commission under the Investment Advisers Act of 1940 with respect to its
US clients.

Alcentra Ltd is authorized and regulated by the Financial Conduct Authority – Registration number 196845 - and regulated by the Securities Exchange Commission with
respect to its US clients – Registration number 801-74223. Registered office for Alcentra Ltd is 160 Queen Victoria Street, London, EC4V 4LA, UK. Alcentra NY, LLC is
regulated by the Securities Exchange Commission – Registration number 801-62417. Registered office for Alcentra NY, LLC is 9 West 57th Street, Suite 4920, New York, NY
10019, USA.

Before investing, you should obtain and review the current Prospectus and Key Information Document (KID) for this Company which is available at the Company’s website
www.Alcentra.com. The fund’s documents are available in English.

Information on investor rights including the complaints handling policy and investor redress mechanisms is available at https://www.Alcentra.com/regulatory-information/

The Manager may terminate the arrangements made for the marketing of one or more sub-funds of ALCENTRA FUND S.C.A. SICAV-SIF in one or more EU Member States
and shareholders will receive prior notification in this event.

Unless you are notified to the contrary, the services mentioned are not insured by the FDIC (or by any governmental entity).

This material is proprietary and not to be reproduced or redistributed in whole or in part without the prior written consent of Alcentra.

Disclosures
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Past performance does not predict future returns

The value of investments and the income from them is not guaranteed and can fall as well as rise due to market and currency movements
An investor should consider the Fund’s investment objectives, risks, charges and expenses carefully before investing. Portfolios are subject to investment risks, including
possible loss of the principal amount invested. Material in this publication is for general information only and is not intended to provide specific investment advice or
recommendations for any purchase or sale of any specific security or commodity. No specific investment objectives, financial situation or particular needs of any recipient
have been taken into consideration in connection with the preparation of this presentation. An investment in the Fund does not constitute a complete investment program.

Investments in sub-investment grade debt are speculative and involve special risks, and there can be no assurance that an account’s investment objectives will be realized or
that suitable investments may be identified. Many factors affect performance including changes in market conditions and interest rates and in response to other economic,
political, or financial developments. An investor could lose all or a substantial portion of his or her investment. No investment process is free of risk and there is no guarantee
that the investment process described herein will be profitable. No investment strategy or risk management technique can guarantee returns or eliminate risk in any market
environment.

Investments may involve complex tax structures resulting in delays in distributing important tax information. Alcentra may fair value securities and other instruments for which
there is no readily available market or third party pricing, or for which Alcentra believes the third party pricing does not accurately reflect the value of those securities, and
such value may be based on proprietary or other models. Leverage and other speculative investment practices may increase the risk of investment loss, and adherence to
risk control mechanisms does not guarantee investment returns. Additionally, fees and expenses of the Fund may offset an investor’s profits. A lack of strategy diversification
may result in higher risk. The Fund may limit transparency and other notification to investors, there may be restrictions on transferring interests in the Fund vehicle, and there
is generally no secondary market for an investor’s interest in the Fund. This is not an inclusive list of all risk factors, and investments in private funds may be suitable only for
certain investors. A comprehensive list of potential risk factors is outlined in the Fund’s private offeringmemorandum.

Investments in private funds are speculative and involve special risks, and there can be no assurance that a fund's investment objectives will be realized or that suitable
investments may be identified. An investor could lose all or a substantial portion of his or her investment. Investments may involve complex tax structures resulting in delays
in distributing important tax information. The manager or their administrator may fair value securities and other instruments for which there is no readily available market or
third party pricing, or for which the manager believes the third party pricing does not accurately reflect the value of those securities, and such value may be based on
proprietary or other models. Private funds may not be required to provide periodic pricing or valuation information to investors. Performance may be volatile as underlying
managers may employ leverage and other speculative investment practices that may increase the risk of investment loss, and adherence to risk control mechanisms does not
guarantee investment returns. Additionally, high fees and expenses of a private fund may offset an investor's profits. A manager may reserve the right to limit transparency
and other notifications to investors. There may be restrictions on transferring interests in private funds, and there is generally no secondary market for such interests. This is
not an inclusive list of all risk factors, and investments in private funds may be suitable only for certain investors. A comprehensive list of potential risk factors is outlined in the
Fund's private offering memorandum. Also, investors should independently investigate any investment strategy or manager, and consult with qualified investment, legal, and
tax professionals before making an investment.

Key Risks
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This material is intended to be of general interest only and should not be construed as individual investment advice or a recommendation or solicitation to buy, sell or hold any
security, or fund, or to adopt any investment strategy. It does not constitute legal or tax advice. The views expressed are those of the investment manager and the comments,
opinions and analyses are rendered as at publication date and may change without notice. The information provided in this material is not intended as a complete analysis of
every material fact regarding any country, region or market.

Issued by Franklin Templeton International Services S.à r.l. – Supervised by the Commission de Surveillance du Secteur Financier - 8A, rue Albert Borschette, L-1246
Luxembourg - Tel: +352 46 66 67-1 - Fax: +352 46 66 76.

Italy: Issued by Franklin Templeton International Services S.à r.l. – Italian Branch, Corso Italia, 1 – Milan, 20122, Italy.

Important Information –MiFID Inducements:With regards to the provision of our service (e.g. for distribution of investment funds), we may receive payments from within
our Group covering for all or a portion of costs of the services provided. Additionally, we may receive a margin of 5-10 % for tax law purposes on all of the incurred and claimed
costs. Inducements are being used to guarantee, maintain, further enhance or to facilitate the quality of the investment services provided to you. We make use of the payments 
received to establish and to maintain an efficient infrastructure of high quality when providing our services. For example, for maintenance and expansion of our infrastructure of
high quality and human resources – especially staff-related costs, costs for further trainings for our staff, expansion of information technology and costs for our forms – and
consequently, enhancing our client services. We may also receive non-monetary benefits, for example in the form of marketing material and training by the product
manufacturer. We are positive that the information mentioned above gives you a clear picture about the inducements we receive when providing our services. We are happy to
answer any further questions.

For further information about FTIS’ conflicts of interest, complaint handling and other regulatory information, please visit Regulatory Information | Franklin
Templeton

FP 1740 - 01122022

Important Information

https://www.franklintempleton.lu/about-us/regulatory-information

