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A quick guide: senior loans

What are senior loans?

Senior in the capital structure

Senior loans are below investment grade* debt obligations. They are underwritten
by banks and are then syndicated out to a broad array of institutions such as asset
management companies, resulting in a liquid secondary market.

Senior loans are utilized by corporations to finance acquisitions, refinance existing
debt or for other business purposes.

Senior loans are called “senior” because they sit atop the capital structure and are
secured by the assets of a company. In the case of a default, senior loans are the first
to be repaid.

Payback Backed by
Higher priority collateral
Senior loans
High yield debt
Lower

Why senior loans today?

Floating rate feature

Senior loans are floating rate debt instruments, as their coupon is comprised of a credit
spread over a base rate that adjusts. This results in senior loans having a duration of
0.25 years** and thus very low sensitivity to interest rate movements.

Rising interest rates

Income Prices
Floating rate Will adjust to changes Less sensitive to changes
(i.e. senior loans) in interest rates in interest rates
Fixed rate Is fixed Adjusts to changes
(i.e. government in interest rates

bonds) ( ) *

Source: Invesco, For illustrative purposes only

*Investment grade securities are: (i) securities rated BBB- or higher by S&P Global Ratings (S&P) or Baa3 or
higher by Moody’s Investors Service, Inc. (Moody’s) or an equivalent rating by another nationally recognized
statistical rating organization (NRSRO), (ii) securities with comparable short-term NRSRO ratings, or (iii) unrated
securities determined by the Adviser to be of comparable quality, each at the time of purchase.

**Source: Credit Suisse, as of June 30, 2022. Credit Suisse Leveraged Loan Index represents Senior Loans. Past
performance is not a guarantee of future results.
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Why senior loans today?

Natural hedge against rising interest rates and inflation
Senior loans have performed well during previous periods of rising rates.
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Source: Bloomberg as of May 31, 2022. Senior Loans represented by the CS LLI (outsized return in 2008-2009
period was 44%, edited for scale), IG Corporates represented by the Bloomberg US Corporate Bond Index, US
Agg. represented by the Bloomberg US Aggregate Bond index, 10 Year Treasury represented by the FTSE
10-Year Treasury Benchmark Index. Past performance is not a guarantee of future results. An investment
cannot be made directly in an index.

Senior loans provide a compelling yield

Senior loans provide a compelling yield in today’s landscape of low rates / yields.

Similar to traditional fixed income, most of senior loans return is comprised of current
income.

Strong relative value vs. high yield bonds
Historically, high yield bonds have out-yielded senior loans by 70bps* to compensate
investors for being junior and structurally riskier.

Currently, senior loans are providing a higher yield than high yield bonds. As such,
investors can swap into a structurally safer asset class, while picking up yield.

B Market yield (%) [ Duration (years)

9.32
8.70

0.25

5Y Treasury 10Y Treasury Bloomberg US JPM US LLI* JPM US HY**
Corp. Bond Index

Source: JP Morgan and Bloomberg L.P. as of August 31, 2022. Past performance is not a guarantee
of future results. An investment cannot be made directly in an index.

*Source: JP Morgan as of from March 31, 2006 to March 31, 2021. *LLI: Leveraged Loan Index. *HY: High Yield.
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Why senior loans today?

Strong attractive return profile
The unique combination of senior secured status and relatively high level of coupon
has resulted in loans generating positive returns in 28 years out of the last 30 years.
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Source: Credit Suisse Leveraged Loan Index data through December 31, 2021. *Denotes returns in excess of
the axis. 2008 returns were -28.75%, 2009 returns were 44.87%. Past performance is not a guarantee of future
results. An investment cannot be made directly in an index.

Diversification potential
Senior loans have had low correlation with other traditional asset classes, which may

help mitigate overall volatility.

Senior loans’ floating rate feature offers investors “pure” exposure to credit risk (i.e.
relatively lower duration exposure). This makes loans a compelling pairing with
corporates and other traditional fixed income asset classes that, in many cases, have
investment grade yields near historic lows, and duration at all-time highs.

10 year S&P High grade
Asset class Senior loans High yield Treasury 500 corp

Correlation attributes 1997 - December 2020

S&P/LSTA Leveraged
Loan Index

ML US High Yield
Index

0.58

ML 10yr US Treasury
Index

S&P 500

ML US Corp Index

Source: S&P Leveraged Commentary & Data (LCD) 1997- December 31, 2020. Past performance is not a
guarantee of future results. An investment cannot be made directly in an index.
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Why Invesco for senior loans?

+ With over US$1,390.4 billion* in assets under management, Invesco is one of the world’s
largest managers of senior loans.

+ Invesco’s size and scale can lead to many benefits such as preferred allocations on
new issuance and the ability to execute trades inside the bid/ask spread.

« Invesco has sizable team dedicated solely to the asset class, with 32 investment
professionals and over 100 total professionals supporting the loan platform.

+ Invesco has developed a proprietary process that evaluates each issuer’s ESG impact
and incorporates that analysis into portfolio construction.

+ Invesco was one of the first to bring a commingled ESG fund to the senior loan asset
class.

*Source: Invesco as of June 30, 2022.
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Investment risks

The value of investments and any income will fluctuate (this may partly be the result of exchange rate fluctuations) and investors may not get back
the full amount invested.

Most senior loans are made to corporations with below investment-grade credit ratings and are subject to significant credit, valuation and liquidity
risk. The value of the collateral securing a loan may not be sufficient to cover the amount owed, may be found invalid or may be used to pay

other outstanding obligations of the borrower under applicable law. There is also the risk that the collateral may be difficult to liquidate, or that a
maijority of the collateral may be illiquid.

Leverage created from borrowing or certain types of transactions or instruments may impair liquidity, cause positions to be liquidated at an
unfavorable time, lose more than the amount invested, or increase volatility.
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Important Information

This document is intended only for professional investors in Hong Kong, for Institutional Investors and/or Accredited Investors in Singapore, for
certain specific sovereign wealth funds and/or Qualified Domestic Institutional Investors approved by local regulators only in the People’s
Republic of China, for certain specific Qualified Institutions and/or Sophisticated Investors only in Taiwan, for Qualified Professional Investors in
Korea, for certain specific institutional investors in Brunei, for Qualified Institutional Investors and/or certain specific institutional investors in
Thailand, for certain specific institutional investors in Malaysia upon request, for certain specific institutional investors in Indonesia and for
qualified buyers in Philippines for informational purposes only. This document is not an offering of a financial product and should not be
distributed to retail clients who are resident in jurisdiction where its distribution is not authorized or is unlawful. Circulation, disclosure, or
dissemination of all or any part of this document to any unauthorized person is prohibited.

This document may contain statements that are not purely historical in nature but are "forward-looking statements," which are based on certain
assumptions of future events. Forward-looking statements are based on information available on the date hereof, and Invesco does not assume
any duty to update any forward-looking statement. Actual events may differ from those assumed. There can be no assurance that forward looking
statements, including any projected returns, will materialize or that actual market conditions and/or performance results will not be

materially different or worse than those presented.

All material presented is compiled from sources believed to be reliable and current, but accuracy cannot be guaranteed. Investment involves
risk. Please review all financial material carefully before investing. The opinions expressed are based on current market conditions and are
subject to change without notice. These opinions may differ from those of other Invesco investment professionals.

The distribution and offering of this document in certain jurisdictions may be restricted by law. Persons into whose possession this marketing
material may come are required to inform themselves about and to comply with any relevant restrictions. This does not constitute an offer or
solicitation by anyone in any jurisdiction in which such an offer is not authorised or to any person to whom it is unlawful to make such an offer or
solicitation.

This document is issued in the following countries:
¢ in Hong Kong by Invesco Hong Kong Limited St JIE#% & P45 [E /2 H], 41/F, Champion Tower, Three Garden Road, Central, Hong Kong. This
document has not been reviewed by the Securities and Futures Commission.
¢ In Singapore by Invesco Asset Management Singapore Ltd, 9 Raffles Place, #18-01 Republic Plaza, Singapore 048619.
e in Taiwan by Invesco Taiwan Limited, 22F, No.1, Songzhi Road, Taipei 11047, Taiwan (0800-045-066). Invesco Taiwan Limited is operated
and managed independently.
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