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The cyclical challenges that lie ahead for the Pan European region are immense and
mounting by the day. Over 35% of the Pan European HY market is trading below 80
cents and we believe flexible capital solutions will be needed to help companies
navigate this new environment

The end of easy money:

It is clear for all to see that central banks are taking the inflation threat seriously with
the ECB priced to raise rates to around ~3% and the BOE to a staggering 5.8% by
2023. The impact of higher interest has not just impacted total returns in fixed income
but also the business models of many companies who functioned primarily through the
availability of cheap funding. The velocity of the increase in rates and resultant volatility,
cautious risk sentiment and a lack of dry powder within the fund management industry
has also led to a death of new issue supply YTD. These conditions are likely to continue
for the foreseeable future and existing debt refinancings will need to compete with
potential new deals to fund recent private equity purchases. The likely result of this
scenario is an increase in the amount of stress and distress in the Pan European HY
market as issuers approach final maturities.

The aggregate value of bonds trading below €80 has increased from 0.5% of the entire
universe to 35% in September 2022. The opportunity set is vast and diverse, with over
300 issuers with an aggregate face value of €147 billion trading in stressed territory.

Figure 1. Percentage of Pan European HY bond market trading below €80 cash
price
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Source: Bloomberg, ICE BofAML as of 30 September 2022

The European leveraged loan market may find itself in an even more precarious
situation with over 70% of issues not hedged from a rising rate environment with loans
issued presuming a low interest rate environment. The stress is not likely to end there
as the lack of covenants in loans will also likely lead to lower recoveries than what has
been previously experienced in this asset class.
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o The scourge of inflation continues to fester.

Of course, the rationale for tightening policy has been the spectre of higher inflation
witnessed globally, with exaggerated levels in the Pan European area. Looking deeper,
we remain more concerned about the impact of higher input prices on margins and
ultimately cashflows, which could indeed turn negative for certain companies. The
dramatic spike in energy prices will certainly hit cyclical industrials that rely heavily on
not only energy to run factories, but also on the cost of other raw materials which have
been spiking simultaneously. Another likely domino to fall is companies who failed to
hedge against such spikes and already operate in a business with thin margins, such
as those in the grocery, paper, and packaging spaces. While we may be nearing the
tail end of the inflation spike as slowing growth reduces aggregate demand and we
start to become more fearful of a deflationary bust, the impact on corporations will be
significant and increase the stressed opportunity set.

Figure 2. Eurozone PPI at all time high levels
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Source: Bloomberg and Eurostat as of 31 August 2022

o The lagged effect of tighter policy will be slower growth.

There are few certainties in life, but with the myriad of risk factors impacting Europe
we feel that a best-case scenario of slowing growth and a recession as a base case,
would be a safe bet. Leading economic indicators are pointing to slowing output
relative to potential as well as a stark deterioration in the momentum of these
indicators. Additionally, the consumer is a in a very challenged position with lower
discretionary income as a result of higher energy and mortgage costs, which in turn
impacts consumption. This is a recipe for slowing growth, reduced profitability and in
our opinion more stress amongst cyclical industrials, autos and retail/consumer goods
focussed sectors.
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Figure 3. Recent government action will likely defer the pain of higher energy
prices, but it is understandable that we are seeing lower confidence figures
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Source: ING, Financial Times as of September 2022

o Flexible capital solutions can help companies deal with near term problems

In terms of a sequence of events we believe the following sectors are likely to be in

frame as potential investment opportunities
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Our universe of potential investments has started to increase with the amount of
debt trading at >800 bps standing at €55b face value across 117 issues.

Issues > 800 bps

Sector Face Value (€, bn) % of sector Number of issues
Real Estate 10.2 44% 23
Paper / 2.4 14% 6
Packaging

Automotive 5.3 12% 11
Capital .

Goods 4.4 16% 11
Basic 8.8 25% 19
Industry

Retail 15.9 51% 30
Consumer o

Goods 2.4 16% 4
Services 6.0 21% 13
Total 55 117
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We have also summarised some recent opportunities that that we think provides
attractive forward-looking returns for longer term oriented investors

Potential deals:

Sector: Consumer staples / Grocery # 1

Source: The team have been following the name for over a decade and has been
invested in the name sporadically over that time frame. Strong understanding of
business model, key risks relative to peers and performance through the cycle

Why is it stressed? Competitive pricing from low-cost peers and company specific
issues in terms of the impact of rising energy costs on margins

What is our view? Fears over energy costs are overblown even in pessimistic
scenarios within our models. Recent government support should also provide a
support in the near term. Market pricing in extra premium for UK PLC assets

Current price: £75
Spread: 1308 bps
YTW: 17.6%
Coupon: 4.625%
Maturity: 2025

Potential return — Base case IRR of 15%

Sector: Consumer staples / Grocery #2

Source: The team have been following the name since the new issue in 2021 to fund
the leveraged buyout. We passed on the deal at the time given the tight issue spreads
of 310 bps relative to the leverage and acquisition history of management.

Why is it stressed? Higher interest rates in the UK has negatively impacted a number
of companies in the mortgages, bridging loans and auction finance space.

What is our view? Underlying fundamentals remain sound and the recent sell-off in
UK assets has created an attractive valuation window

Current price: £76
Spread: 769 bps
YTW: 12.0%
Coupon: 3.25%
Maturity: 2026

Potential return — Base case IRR of 10.2%

Sector: UK Financial

Source: Followed the issue since new issue in 2021 and are familiar with the segment
of the market

Why is it stressed? Competitive pricing from low-cost peers and company specific
issues in terms of the impact of rising energy costs on margins

What is our view? Fears over energy costs are overblown even in pessimistic
scenarios within our models. Recent government support should also provide a
support in the near term. Market pricing in extra premium for UK PLC assets

October 2022, Opportunities in Stressed European Credit | 4



Current price: £70.7

Spread: 1101 bps

YTW: 156.2%

Coupon: Cash: 6.75% / PIK: 7.5%
Maturity: 2027

Potential return — Base case IRR of 15%

Sector: Real estate

Source: The team had experience in the name and sector previously but did not hold
the position in our funds.

Why is it stressed? Noted short seller published a report last year which highlighted
some governance deficiencies and questions over valuations of certain assets. It
remains a complicated capital structure, but we started to dig into the real estate
subsidiary

What is our view? Strong asset coverage with properties in prime areas across
Germany, our position in the capital structure and the first maturity coming due next
year gives us added confidence on the potential of the trade.

Market pricing: €82.8
Spread: 4124 bps
YTW: 42%

Coupon: 1.875
Maturity: 2023

Potential return — Base case IRR of 41%

Sector: UK Consumer Discretionary

Source: Provided rescue finance to the company (20% IRR) post March 2020 Covid
induced sell-off

Why is it stressed? Difficulties refinancing existing rescue financing

What is our view? We believe the company is well managed and cash flow positive
and that flexible capital solutions such as finding a third-party buyer with the proceeds
used to pay back existing bondholders

Current price: £78.5
Spread: 9756 bps
YTW: 100.6%
Coupon: Cash: 6.75%
Maturity: 2023
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Notes and disclaimers

Past performance is not indicative of future results. Returns may increase or decrease as a result of currency
fluctuations.

Investor Considerations

One should carefully consider the risks associated with investing, whether the strategy suits your investment requirements and
whether you have sufficient resources to bear any losses which may result from an investment:

Investment Objective Risk - There is no guarantee that the Strategy will achieve its investment objective.

Market Risk - The Strategy is subject to normal market fluctuations and the risks associated with investing in international securities
markets and therefore the value of your investment and the income from it may rise as well as fall and you may not get back the
amount originally invested.

Counterparty Risk - The Strategy will be exposed to credit risk on counterparties with which it trades in relation to on-exchange
traded instruments such as futures and options and where applicable, ‘over-the- counter’("OTC","non-exchange") transactions. OTC
instruments may also be less liquid and are not afforded the same protections that may apply to participants trading instruments on
an organised exchange.

Currency Risk - The value of investments designated in another currency may rise and fall due to exchange rate fluctuations.
Adverse movements in currency exchange rates may result in a decrease in return and a loss of capital. It may not be possible or
practicable to successfully hedge against the currency risk exposure in all circumstances.

Liquidity Risk - The Strategy may make investments or hold trading positions in markets that are volatile and which may become
illiquid. Timely and cost efficient sale of trading positions can be impaired by decreased trading volume and/or increased price
volatility.

Concentration Risk - The Strategy invests in a limited number of investments may be held which can increase the volatility of
performance.

Financial Derivatives - The Strategy will invest financial derivative instruments ("FDI") (instruments whose prices are dependent on
one or more underlying asset) to achieve its investment objective. The use of FDI involves additional risks such as high sensitivity to
price movements of the asset on which it is based. The extensive use of FDI may significantly multiply the gains or losses.

Leverage - The Strategy's use of FDI may result in increased leverage which may lead to significant losses.

Emerging Markets - The Strategy may invest a significant proportion of its assets in securities with exposure to emerging markets
which involve additional risks relating to matters such as the illiquidity of securities and the potentially volatile nature of markets not
typically associated with investing in other more established economies or markets.

Non-Investment Grade Securities - The Strategy may invest a significant proportion of its assets in non-investment grade securities
(such as “high yield” securities) are considered higher risk investments that may cause income and principal losses for the Strategy.
They are instruments which credit agencies have given a rating which indicates a higher risk of default. The market values for high
yield bonds and other instruments tend to be volatile and they are less liquid than investment grade securities.

Distressed Securities - The Strategy invests a significant proportion of its assets in securities issued by distressed companies that
are either in default or in high risk of default , such investments involve significant risk.
www.man.com

Important Information

This information is qualified in its entirety by the information that will be contained in each Investment Product’s governing investment
documents or confidential offering documents, including an offering memorandum or managed account agreement, as the case may
be (collectively, the “Investment Documents”). Any offer or solicitation of an investment in an Investment Product may be made only
by delivery of an Investment Product’s Investment Documents to qualified investors. Prospective investors should rely solely on the
Investment Documents in making any investment decision. The Investment Documents contains important information and should be
read carefully before any investment decision is made. This material does not take into account the particular investment objectives,
restrictions, or financial, legal or tax situation of any specific investor. An investment in an Investment Product utilizing the Proposed
Strategy GLG Global Credit Opportunities Drawdown (the “Strategy”) is not suitable for all investors.

Unless otherwise indicated, any performance shown is unaudited, net of applicable management, performance and other fees, and
expenses, presumes reinvestment of earnings and excludes investor specific sales and other charges. Fees may be modified or
waived for certain investors. Please refer to an Investment Product’s Investment Documents for more information regarding an
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Investment Product’s fees, charges and expenses, which will offset an Investment Product’s gains. Performance may vary
substantially from year to year or even from month to month. An investor’s actual performance and actual fees may differ from the
performance information shown due to, among other factors, capital contributions and withdrawals/redemptions, different share
classes and eligibility to participate in “new issues.” The value of investments can go down as well as up. Past performance is not
indicative of future results.

No representation is made that GLG Partners or any Investment Product’s investment process, investment objectives, goals or risk
management techniques will or are likely to be achieved or successful or that any Investment Product or any underlying investment
will make any profit or will not sustain losses. An investment in an Investment Product utilizing the Strategy involves risk, as
disclosed in the Investment Documents. GLG Partners may engage in investment practices or trading strategies that may increase
the risk of investment loss and a loss of principal may occur. Risk management is an effort to minimize risk, but does not imply no
risk. The risk management techniques which may be utilized by GLG Partners cannot provide any assurance that an Investment
Product will not be exposed to risks of significant trading losses.

Any descriptions involving investment process, investment examples, statistical analysis, investment strategies or risk management
techniques are provided for illustration purposes only, will not apply in all situations, may not be fully indicative of any present or
future investments, may be changed in the discretion of GLG Partners and are not intended to reflect performance. Portfolio
characteristics and limits reflect guidelines only and are implemented, and may change or be eliminated, in the discretion of GLG
Partners. Investments are selected by, and will vary in the discretion of GLG Partners and are subject to availability and market
conditions, among other factors.

Any opinions, assumptions, assessments, statements or the like (collectively, “Statements”), regarding future events or which are
forward-looking, or regarding the market or the portfolio, including regarding portfolio characteristics and limits, constitute only
subjective views, beliefs, outlooks, estimations or intentions of GLG Partners, should not be relied on, are subject to change due to
a variety of factors, including fluctuating market conditions and economic factors, and involve inherent risks and uncertainties, both
general and specific, many of which cannot be predicted or quantified and are beyond GLG Partners or an Investment Product’s
control. Future evidence and actual results (including actual composition and investment characteristics of a portfolio) could differ
materially from those set forth in, contemplated by, or underlying these Statements, which are subject to change without notice. In
light of these risks and uncertainties, there can be no assurance and no representation is given that these Statements are now, or
will prove to be accurate, or complete in any way. GLG Partners undertakes no responsibility or obligation to revise or update such
Statements. Statements expressed herein may not necessarily be shared by all personnel of GLG Partners and its affiliates.

Benchmarks and financial indices are shown for illustrative purposes only and are provided for the purpose of making general market
data available as a point of reference only. Such benchmarks and financial indices may not be available for direct investment, may
be unmanaged, assume reinvestment of income, do not reflect the impact of any trading commissions and costs, management or
performance fees, and have limitations when used for comparison or other purposes because they, among other reasons, may have
different trading strategy, volatility, credit, or other material characteristics (such as limitations on the number and types of securities
or instruments). An Investment Product’s investment objective utilizing the Strategy is not restricted to the securities and
instruments comprising any one index. No representation is made that any benchmark or index is an appropriate measure for
comparison.

Portfolio, volatility or return targets or objectives, if any, are used solely for illustration, measurement or comparison purposes and as
an aid or guideline for prospective investors to evaluate a particular investment program’s strategies, volatility and accompanying
information. Such targets or objectives reflect subjective determinations by GLG Partners based on a variety of factors including,
among others, the Investment Product’s investment Strategy and prior performance (if any), volatility measures, portfolio
characteristics and risk, and market conditions. Volatility and performance will fluctuate, including over short periods, and should be
evaluated over the time period indicated and not over shorter periods. Performance targets or objectives should not be relied upon
as an indication of actual or projected future performance. Actual volatility and returns will depend on a variety of factors including
overall market conditions and the ability of GLG Partners to implement an Investment Product’s investment process, investment
objectives and risk management. No representation is made that these targets or objectives will be achieved, in whole or in part, by
any Investment Product.

Distribution of this material and the offer of an Investment Product utilizing the Strategy may be restricted in certain jurisdictions. This
material is not intended for distribution or use by any person or entity in any jurisdiction or country where such distribution or use
would be contrary to local law or regulation.

This material is as of the date indicated, is not complete, is subject to change and does not contain material information regarding an
Investment Product, including specific information relating to an investment in an Investment Product and related risks factors.
Unless otherwise stated, information provided in this material is derived from Man’s and/or GLG’s databases and internal sources.
Certain information, including information related to indices and benchmarks, has been provided by and/or is based on third party
sources and, although believed to be reliable, has not been independently verified. GLG Partners LP is not responsible for errors or
omissions from these sources. No representation is made with respect to the accuracy, completeness or timeliness of information
and GLG Partners assumes no obligation to update or otherwise revise such information. Unless the context otherwise requires, the
term “investor” and “client” may be used interchangeably.

If so marked, this material is intended only for broker-dealers, financial intermediaries and advisers for their internal use in evaluating
investment products for their investors and clients and may not be distributed or relied upon by any other person.
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GLG Partners and its portfolio managers and its affiliates provide discretionary investment management services to other private
funds or portfolios advised by GLG Partners (collectively, “Affiliated Portfolios”), may have similar investment objectives to those of
an Investment Product and/or which engage in transactions in the same type of securities as an Investment Product. If an
Investment Product and any Affiliated Portfolio invest in the same securities certain conflicts may arise, including as they relate to
investment allocations and the prices and availability of the securities in which an Investment Product and the Affiliated Portfolios
may invest. When assets are allocated at or about the same time for the portfolios of Affiliated Portfolios and/or an Investment
Product, all such portfolios may be competing for the same or similar investments and not every portfolio may receive the same
allocations.

This information is confidential, is the property of GLG Partners and Man Investments, is intended only for intended recipients and
their authorized agents and representatives and may not be reproduced or distributed to any other person without prior written
consent.

This material must be read in conjunction with the accompanying Important Information (continued at back), notes and Risk and
Other Disclosures at the back of this material.

Recipients of this material are deemed to be investment professionals and/or qualified investors that have employed appropriately
qualified individuals to manage their financial assets and/or are a financial services entity appointed by an investor to provide
fiduciary advisory and/or portfolio management services in respect of their financial assets. Information provided in response to
queries regarding investment strategies and products managed by the Investment Manager will not be deemed to be provision of
investment advice or personal investment recommendations, or assessment of the suitability or appropriateness of any investment
products or consideration of the particular circumstances specific to any individual recipient to whom this material has been sent.

Recipients of this material are deemed to be investment professionals and/or qualified investors that have employed
appropriately qualified individuals to manage their financial assets and/or are a financial services entity appointed by an investor
to provide fiduciary advisory and/or portfolio management services in respect of their financial assets. Information provided in
response to queries regarding investment strategies and products managed by the Investment Manager will not be deemed to
be provision of investment advice or personal investment recommendations, or assessment of the suitability or appropriateness
of any investment products or consideration of the particular circumstances specific to any individual recipient to whom this
material has been sent.

This material is of a promotional nature. This material was prepared by GLG Partners LP ("Investment Manager") (company number
LP0O06776) which is registered in England and Wales at Riverbank House, 2 Swan Lane, London, EC4R 3AD. Authorised and
regulated in the UK by the Financial Conduct Authority. This material is distributed pursuant to global distribution and advisory
agreements by subsidiaries and consultants of Man Group plc ("Marketing Entities"). Specifically, in the following jurisdictions:

Australia: To the extent this material is distributed in Australia it is communicated by Man Investments Australia Limited ABN 47 002
747 480 AFSL 240581, which is regulated by the Australian Securities & Investments Commission (ASIC). This information has been
prepared without taking into account anyone’s objectives, financial situation or needs.

Austria/Germany/Liechtenstein: To the extent this material is distributed in Austria, Germany and/or Liechtenstein it is
communicated by Man (Europe) AG, which is authorised and regulated by the Liechtenstein Financial Market Authority (FMA). Man
(Europe) AG is registered in the Principality of Liechtenstein no. FL-0002.420.371-2. Man (Europe) AG is an associated participant in
the investor compensation scheme, which is operated by the Deposit Guarantee and Investor Compensation Foundation PCC (FL-
0002.039.614-1) and corresponds with EU law. Further information is available on the Foundation's website under www.eas-
liechtenstein.li.

European Economic Area: Unless indicated otherwise this material is communicated in the European Economic Area by Man Asset
Management (Ireland) Limited ("MAMIL') which is registered in Ireland under company number 250493 and has its registered office at
70 Sir John Rogerson's Quay, Grand Canal Dock, Dublin 2, Ireland. MAMIL is authorised and regulated by the Central Bank of
Ireland under number C22513.

Germany: To the extent this material is used in Germany, the communicating entity is Man (Europe) AG, which is authorised and
regulated by the Liechtenstein Financial Market Authority (FMA). Man (Europe) AG is registered in the Principality of Liechtenstein no.
FL-0002.420.371-2. Man (Europe) AG is an associated participant in the investor compensation scheme, which is operated by the
Deposit Guarantee and Investor Compensation Foundation PCC (FL-0002.039.614-1) and corresponds with EU law. Further
information is available on the Foundation's website under www.eas-liechtenstein.li. This material is of a promotional nature.

Hong Kong SAR: To the extent this material is distributed in Hong Kong SAR, this material is communicated by Man Investments
(Hong Kong) Limited and has not been reviewed by the Securities and Futures Commission in Hong Kong. This material can only be
communicated to intermediaries, and professional clients who are within one of the professional investor exemptions contained in the
Securities and Futures Ordinance and must not be relied upon by any other person(s).

Japan: To the extent this material is distributed in Japan it is communicated by Man Group Japan Limited, Financial Instruments
Business Operator, Director of Kanto Local Finance Bureau (Financial instruments firms) No. 624 for the purpose of providing
information on investment strategies, investment services, etc. provided by Man Group, and is not a disclosure document based on
laws and regulations. This material can only be communicated only to professional investors (i.e. specific investors or institutional
investors as defined under Financial Instruments Exchange Law) who may have sufficient knowledge and experience of related risks.
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Switzerland: To the extent the material is distributed in Switzerland the communicating entity is Man Investments AG, Huobstrasse 3,
8808 Pfaffikon SZ, Switzerland. Man Investment AG is regulated by the Swiss Financial Market Supervisory Authority ('"FINMA’).

United Kingdom: Unless indicated otherwise this material is communicated in the United Kingdom by Man Solutions Limited (‘"MSL")
which is an investment company as defined in section 833 of the Companies Act 2006. MSL is registered in England and Wales
under number 3385362 and has its registered office at Riverbank House, 2 Swan Lane, London, EC4R 3AD, United Kingdom. MSL is
authorised and regulated by the UK Financial Conduct Authority (the 'FCA') under number 185637.

United States: To the extent his material is distributed in the United States, it is communicated and distributed by Man Investments,
Inc. (‘Man Investments’). Man Investments is registered as a broker-dealer with the SEC and is a member of the Financial Industry
Regulatory Authority (‘FINRA’). Man Investments is also a member of the Securities Investor Protection Corporation (‘SIPC’). Man
Investments is a wholly owned subsidiary of Man Group plc. The registration and memberships described above in no way imply a
certain level of skill or expertise or that the SEC, FINRA or the SIPC have endorsed Man Investments. Man Investments, 452 Fifth
Avenue, 27th fl., New York, NY 10018.

This material is proprietary information and may not be reproduced or otherwise disseminated in whole or in part without prior written
consent. Any data services and information available from public sources used in the creation of this material are believed to be
reliable. However accuracy is not warranted or guaranteed. © Man 2021
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