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Caution Is the New Conviction

Base rates remain compelling, but tight spreads and rising idiosyncratic risk
demand discipline. In such an environment, Jon Dorfman, chief investment
officer of Napier Park Global Capital, believes caution is warranted across
credit markets. As he discusses, the Napier Park team is positioned for volatility,
emphasizing selectivity and flexibility to potentially capitalize on opportunities
across what for them is a newly expanded investment universe.

Q:

“Bubble-talk is breaking out everywhere,” according to the Financial Times and other observers, noting
increased commentary around potential overvaluations across markets.! Do you share this view?

Jon:

We agree that systemic risks are elevated, and we see clear evidence of late-cycle behavior across markets.
Investors continue to reach for yield, driven by elevated base rates that have boosted income potential, even
as spreads sit at multi-decade lows and idiosyncratic risks rise. This paradox of high base rates alongside
compressed spreads reinforces our conviction that caution, not complacency, is the right approach. We
believe attractive all-in yields exist, but they require disciplined selection and a focus on structures with strong
downside mitigation with the goal of avoiding the pitfalls of late-cycle excess.

Are certain segments in a bubble? We see signs of reduced discipline and unjustified pricing in pockets of the
market, but not systemically—at least not yet. If these trends persist and broaden, the risk of a more widespread
bubble could become significant.

1. Source: Financial Times; data as of October 22,2025 (most recent available).
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Q:

What have you been seeing this year within structured credit specifically?

Jon:

Structured credit markets in 2025 were defined by strong demand for yield-oriented assets, and issuance has
surged in response, which we continue to see in 2026. As shown in Exhibit 1, issuance of both collateralized
loan obligations (CLOs) and asset-backed securities (ABS) is on pace for new annual highs, while residential
mortgage-backed securities (RMBS) volumes are also elevated, if below peak levels.

Exhibit 1. Structured Credit Supply Remains Robust
Annual Gross Supply in Billions of US Dollars
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Source: Citi; data as of September 30, 2025 (most recent available). Figures and projections are estimates only. Due to various risks and
uncertainties, actual results may differ materially.

Despite strong demand, spreads have not broadly tightened across the structured credit universe.

Instead, we've seen meaningful dispersion, with a clear flight to quality and a reduction in demand within more
credit-intensive sectors.? This dynamic highlights the importance of disciplined underweriting and structural
protections as the cycle matures. As a result, careful underwriting remains paramount to identifying selective
pockets of opportunity and efforts to reduce the risk of late-cycle excess.

In addition, our work within specialty private credit—

focused on residential real estate and other niche Our work within specialty
lending segments—continues to uncover a deep and
diversified opportunity set. These areas often feature
amortizing exposures, moderate duration profiles and uncover a deep and diversified
embedded structural protections, which together are oppOPtunity set.

designed to support compelling, risk-adjusted returns

overthe long term.

private credit continues to

It remains difficult to call a floor for credit spreads. In our view, the still-growing US economy and healthy
corporate earnings have provided near-term support, but elevated base rates and tighter financial conditions
are gradually eroding risk appetites. Importantly, on-the-run, liquid noninvestment grade credit is exhibiting
a negatively convex return profile in 20286, given par-based valuations and limited room for further spread
compression.® This reinforces our view that caution is the prudent stance at this stage of the cycle.

2.Source: Bloomberg; data as of January 16, 2026, “Credit Crunch: Leveraged Loan, Private Credit, CLO Outlook 2026."
3. Source: Bloomberg; data as of January 30, 2026.
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While unemployment has edged higher, the labor market remains broadly healthy, suggesting a gradual cooling
rather than a sharp downturn.# Beneath the surface, however, conditions are becoming more uneven, with
certain sectors and borrower segments showing early signs of strain. For now, strong technical demand and
ample liquidity continue to provide support across markets.®

Q:

How do you identify end-cycle behavior in credit markets?

Jon:

We monitor three key indicators across the broader credit universe: underwriting standards, leverage and
fundamentals. Year to date, these signals have been mixed.

Underwriting standards have clearly deteriorated in parts of the private credit market. We are seeing increased
lending to middle market borrowers that either feature weaker or no covenant protections or have yet to demon-
strate sustained positive free cash flow—two separate but important signs of late-cycle behavior. These trends
are less prevalent in the lower middle market, where transactions typically involve closer lender engagement,
stronger structural protections and more conservative underwriting, and these areas remain central to our
focus. We have also seen a rise in transactions with payment-in-kind (PIK) interest, allowing borrowers to roll
accrued interest into principal rather than paying cash. Additionally, there's been an increase in limited-trans-
parency structures, such as forward-flow transactions, blind pools and deals completed without loan-level data.

Leverage tells a different story. We haven’t seen broad-based re-leveraging in structured credit, as managers
appear to have learned from the Covid-19 era when mismatched vehicles suffered losses and redemptions.
However, we have observed some newer strategies—particularly leveraged long/short or “liquid alternatives”™—
are running with high betas and thin liquidity buffers, characteristics that could prove problematic if aggregate
liguidity begins to recede.

Fundamentals, meanwhile, show growing bifurcation.
Higher-income households remain resilient, supported
by gains in equity and housing markets, while lower-in- growing bifurcation.
come households continue to face pressure from

Fundamentals show

high borrowing costs, elevated rents and persistent

inflation. The result is a consumer economy that looks strong on the surface but is increasingly reliant on
affluent cohorts to sustain demand. As shown in Exhibits 2 and 3, asset appreciation has far outpaced wage
growth in the US, and the share of spending driven by the top 20% of households has continued to rise. Both are
hallmarks of late-cycle divergence.

4. Source: Bureau of Labor Statistics; data as of January 9, 2026.
5. Source: Federal Reserve Economic Data; data as of February 2,2026. and S&P Global Rating; data as of January 29, 2026.
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Exhibit 2. Higher-Income Households Have Seen Greater Asset Gains...
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Source: Federal Reserve Economic Data, Federal Reserve Bank of St. Louis; data as of January 9, 2026.

Exhibit 3. ...and Have Been Responsible for a Greater Share of Spending
Share of Expenditures by Income
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Source: Consumer Expenditure Survey, Haver Analytics, Deutsche Bank; data as of December 19, 2025 (most recent available).

On the corporate side, fundamentals tell a similar
story. Larger issuers generally maintain solid An uneven distribution of

balance gheets and access to gapital mar‘kets, but . oor“por“ate eaPnings Str‘ength
smaller firms are under mounting strain, as shown in

Exhibit 4. The percentage of unprofitable companies often emerges late in the CyC|e-
among the smallest US public issuers is approaching

record levels, underscoring the uneven distribution

of earnings strength within the corporate sector. This widening gap between large and small firms mirrors the
divergence seen among consumers and often emerges late in the cycle.
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Exhibit 4. Earnings and Balance Sheet Strength Are Concentrated in Larger Issuers
Percentage of Unprofitable Companies by Size Cohort
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Source: S&P Global, BCA Equity Analyzer; data as of February 26, 2026.

Q:

How are you positioned in light of these complexities?

Jon:

Today's credit markets—marked by abundant liquidity, compressed spreads and the proliferation of more acces-
sible investment vehicles—evoke memories of previous late-cycle periods. While these dynamics have buoyed
asset prices, they also reflect a growing imbalance between perceived liquidity and underlying fundamentals.
History reminds us that this illusion can fade quickly when the cycle turns, and reinforce our conviction that
selectivity and underwriting discipline matter more than market direction in the current environment.

Napier Park’s posture is purposefully different. We continue to avoid leverage, emphasizing relative value,
hedged positioning and embedded structural protection. Our credit derivatives strategies remain among our
largest allocations, providing flexibility to potentially capture spread and volatility mispricing while maintaining
strong downside mitigation through systematic hedging. This disciplined approach—minimal leverage, limited
beta exposure and targeting convexity where it still exists—has allowed us to navigate rising dispersion and
focus on preserving capital as late-cycle dynamics have intensified.

Our portfolios remain deliberately conservative, preserving both optionality and the capacity to act opportunis-
tically. We are prepared to scale risk when valuations normalize, supported by significant dry powder within our
money-in-the-ground investment vehicles and in contingent capital structures designed to deploy quickly in the
event of a market dislocation.
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As we look ahead, we believe that preserving convexity and optionality is far more valuable than maximizing
short-term return. When spreads are trending toward their tights in certain areas, patience truly pays most. And
with the recent integration of First Eagle Alternative Credit (FEAC), Napier Park now may benefit from a broader
investment universe and enhanced flexibility to capitalize on opportunities as market conditions evolve.

Q:

Tell us more about the integration of Napier Park and FEAC and how the combined platform will operate
moving forward.

Jon:

In September 2025, we brought together First Eagle's The integr‘ation of FEAC and
two alternative credit businesses under the Napier ) )

Park brand and management, creating a single, unified Nap|eP Park results in a g|0ba|
platform. This integration combines FEAC's direct p|atfor\m able to serve clients

lending and asset-based lending capabilities with
Napier Park’s expertise in opportunistic credit, struc-
tured products and real-asset leasing. The resultis a alternative credit.
global credit platform with approximately $41 billion in

assets under management.®

across the full spectrum of

The combined business is organized around six core areas: US structured products, global credit derivatives,
European structured products, asset-backed securities and asset-based lending, lower middle market direct
lending and real-asset leasing. This breadth gives us the ability to serve clients across the full spectrum of alter-
native credit, from liquid markets to private transactions.

It's not just scale that makes this integration meaningful—it's the depth of expertise and flexibility it brings. Our
teams share a common philosophy: focus on markets where capital is scarce and complexity creates opportunity
while leveraging disciplined underwriting with the goal of delivering durable returns. By uniting these capabilities
on a single platform, we can offer clients a more holistic approach to credit investing, with the agility to pivot as
market conditions evolve.

6. AUM reflects the combined assets of Napier Park Global Capital (Napier Park), Regatta Loan Management (RLM, an advisory affiliate of
Napier Park), Napier Park CMV (CMV, an advisory affiliate of Napier Park), and First Eagle Alternative Credit (FEAC) as of December 31, 2025.
It includes $3.7B in committed/non-fee-paying capital from Napier Park, inclusive of assets managed by RLM and CMV, and $1.0B in com-
mitted/non-fee-paying capital from FEAC. For CLO warehouses, AUM represents maximum commitment (loan par value). As of September 5,
2025, Napier Park and FEAC investment activities are unified under Napier Park’s brand and management. Past performance is no guaran-
tee for future results. Actual results may vary.
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The information contained in this material is provided by First Eagle Investment Management, LLC (“FEIM”") and its global subsidiaries (collectively, “First Eagle”). FEIM is an
investment adviser registered with the US Securities and Exchange Commission (SEC). Registration with the SEC does not imply a certain level of skill or training.

This material is for informational purposes only and reflect prevailing conditions and the judgment of the author(s) as of the date of publication, all of which are subject

to change. This material should not be relied upon as investment advice; it does not constitute a recommendation to buy or sell a security or other investment; and it is
not intended to predict or depict the performance of any investment. This material is not being provided in a fiduciary capacity and is not intended to recommend any
investment policy or investment strategy or consider the specific objectives or circumstances of any investor. We consider the information in this material to be accurate,
but we do not represent that it is complete or should be relied upon as the sole source of appropriateness for investment.

Prospective investors should inform themselves and consult with an investment, tax or legal professional as to any applicable legal requirements, taxation and exchange
control regulations in the countries of their citizenship, residence or domicile that may be relevant prior to investing.

This material does not constitute an offer or solicitation in any jurisdiction where or to any person to whom it would be unauthorized
or unlawful to do so.
All investments involve the risk of loss of principal.

Past performance does not guarantee future results, which may vary. The value of investments and the income derived from investments will fluctuate and can go down
as well as up. A loss of principal may occur.

Diversification does not guarantee investment returns and does not eliminate the risk of loss.

Alternative investments can be speculative and are not suitable for all investors. Investing in alternative investments is only intended for experienced and sophisticated
investors who are willing and able to bear the high economic risks associated with such an investment. Investors should carefully review and consider potential risks
before investing. Certain of these risks include:

¢ Loss of all or a substantial portion of the investment;

¢ Lack of liquidity in that there may be no secondary market or interest in the strategy and none is expected to develop;

« Volatility of returns;

 Interest rate risk;

* Restrictions on transferring interests in a private investment strategy;

« Potential lack of diversification and resulting higher risk due to concentration within one or more sectors, industries, countries or regions;
« Absence of information regarding valuations and pricing;

* Complex tax structures and delays in tax reporting;

« Less regulation and higher fees than mutual funds;

* Use of leverage, which magnifies the potential for gain or loss on amounts invested and is generally considered a speculative investment technique and increases the
risks associated with investing in the strategy;

* Carried interest, which may cause the strategy to make more speculative, higher risk investments than would be the case in absence of such arrangements; and
* Below-investment-grade loans, which may default and adversely affect returns.

Asset-backed securities (ABS) are debt securities whose payments of principal and interest are backed by the cash flow generated by pools of income-producing credit
assets.

Asset-based lending (ABL) is corporate borrowing supported by specific assets of the borrower rather than its cash flows.

Beta is a measure of an investment’s price volatility relative to that of the overall market.

Collateralized loan obligations (CLO) are financial instruments collateralized by a pool of corporate loans.

Convexity measures the sensitivity of a bond’s durations to changes in yield.

Credit derivatives are financial contracts that transfer credit risk from one party to another in exchange for a fee.

Dry powder refers to cash reserves kept on hand by a company or investment fund in anticipation of attractive investment opportunities.

Duration is a measure of a bond price’s sensitivity to changes in interest rates.

Investment grade corporate bonds are debt securities issued by corporations perceived to have a relatively low risk of default.

Payment-in-kind loan (PIK) is a financing feature in which the borrower/issuer is allowed to roll accrued interest into the loan/bond principal rather than paying cash.

Residential mortgage-backed securities (RMBS) are debt securities whose payments of principal and interest are backed by the cash flow generated by pools of residen-
tial mortgage loans.

Structured credit is a financial instrument that pools together groups of similar, income-generating assets.

Russell 3000® Index (Gross/Total) measures the performance of the 3000 largest US companies based on market capitalization and is designed to represent approxi-
mately 98% of the investable US equity market. A total-return index tracks price changes and reinvestment of distribution income.

S&P 500 Index (Gross/Total) measures the performance of 500 of the top companies in the leading industries of the US economy and is widely recognized as a proxy for
the US market as a whole. A total-return index tracks price changes and reinvestment of distribution income.

Indexes are unmanaged and do not incur management fees or other operating expenses. One cannot invest directly in an index.
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The information presented does not reflect the performance of any fund, strategy or account managed or serviced by First Eagle, and there is no guarantee that investors
will experience the type of performance reflected. There is no guarantee that any market forecast set forth in this material will be realized. There is no guarantee that any
historical trend referenced herein will be repeated in the future, and there is no way to predict precisely when such a trend will begin. The mention of specific securities is
not a recommendation or solicitation to buy, sell or hold any particular security and should not be relied upon as investment advice.

Availability of the products or services described may be restricted by law in certain jurisdictions. This material may not be distributed, published or used by any person
or entity in any jurisdiction or country where such distribution or use would be contrary to local law or regulation.

United Kingdom: Napier Park Global Capital Ltd.is authorized and regulated by the Financial Conduct Authority (FRN: 798029).

Middle East: This material is for information purposes only and has not been, and will not be, registered with or reviewed or approved by any regulator located in the
Middle East. It does not constitute or form part of any marketing initiative, any offer to issue or sell, or any solicitation of any offer to subscribe to or purchase, any
products, strategies or other services, nor shall it, or the fact of its distribution, form the basis of, or be relied on in connection with, any contract resulting therefrom.
In the event that the recipient of this material wishes to receive further information regarding any products, strategies or other services, it shall specifically request the
same in writing from an authorized financial adviser.

Canada: This material is for information purposes only and has not been, and will not be, registered with or reviewed or approved by any regulator located in the Middle
East. It does not constitute or form part of any marketing initiative, any offer to issue or sell, or any solicitation of any offer to subscribe to or purchase, any products,
strategies or other services, nor shall it, or the fact of its distribution, form the basis of, or be relied on in connection with, any contract resulting therefrom. In the event
that the recipient of this material wishes to receive further information regarding any products, strategies or other services, it shall specifically request the same in
writing from an authorized financial adviser.

FEF Distributors, LLC (“FEFD") (SIPC), a limited purpose broker-dealer, distributes certain First Eagle products. FEFD does not provide services to any investor but rather
provides services to its First Eagle affiliates. As such, when FEFD presents a fund, strategy or other product to a prospective investor, FEFD and its representatives do not
determine whether an investment in the fund, strategy or other product is in the best interests of, or is otherwise beneficial or suitable for, the investor. No statement by
FEFD should be construed as a recommendation. Investors should exercise their own judgment and/or consult with a financial professional to determine whether it is
advisable for the investor to invest in any First Eagle fund, strategy or product.

First Eagle Investments is the brand name for First Eagle Investment Management, LLC and its subsidiary investment advisers. First Eagle Alternative Credit and Napier
Park are brand names for the two subsidiary investment advisers engaged in the alternative credit business.

©2026 First Eagle Investment Management, LLC. All rights reserved.
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