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Conning believes that Esoteric ABS is a compelling asset class in today’s market. Esoteric ABS typically
offer higher yields than similarly rated corporate bonds and other structured products. The asset class also
provides strong capital preservation through structural protections. Historically, Esoteric ABS have proven to
be extremely resilient through multiple market cycles.

In addition, Esoteric ABS offer diversification benefits through negative correlation to U.S. Treasury bonds
and low correlations to U.S. investment grade (IG) corporate bonds.

ABS Credit Loss Rates During the Great Financial Crisis

Peak Credit Loss Rates Team

ABS Non-Agency RMBS Michael Nowakowski
Head of Structured Products
AAA 0% 6.5% 16 years of experience
AA 0% 40.8%
A 1.2 % 45.2%
BBB 1.7 % 57.2%

Prepared by Conning, Inc. Source: ©2024 Moody's Investors Services, Inc., Moody’s
Analytics, Inc. and/or their licensors and affiliates - used with limited permission, as of
December 31, 2023.

Esoteric ABS Overview

Assets backing Esoteric ABS are less well-known than typical ABS collateral such as credit
card receivables. Esoteric ABS are not issued on a regular basis and deal sizes can be
smaller than typical ABS offerings. However, Esoteric ABS structures are similar to other ABS
structures with a senior class and some form of credit enhancement, usually in the form of
subordination, overcollateralization, excess spread, etc. Conning segregates Esoteric ABS
into two major types: Commercial and Consumer.

Commercial securities are backed by equipment including commercial jets, shipping
containers and rail car boxes. The underlying equipment is contributed by the issuer, usually
leasing companies such as Triton or Air Lease, which rent equipment to firms like Southwest,
Chiquita, Cargill, Exxon Mobil, Tyson Foods and others.

Consumer securities are backed by loans from a variety of sources, such as timeshares,
subprime auto loans, and a variety of unsecured loans. The underlying receivables are
contributed by the issuer, typically a non-bank lender like Marriott or Dell, whose loans to
consumers are generally outside traditional bank channels.
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Benefits of Investing in Esoteric ABS Investable Universe

»  Attractive Yields - Opportunity for Esoteric ABS Sub-Sectors Amount Outstanding
incremental yield relative to similarly rated
corporate bonds. Consumer
»  Low Historical Defaults - Low defaults q
Subprime Auto 79.4 B
overall and zero for AAA or AA ABS during P $
the 2008-9 financial crisis. Consumer Loan $389B

»  Shorter Durations - Limited spread
duration can help protect investors during Solar $14.4B
market turbulence.

Structured Settlement $5.1B
»  Diversification - Esoteric ABS have a lower
correlation to IG corporate bonds and Royalties $3.4B
equities.
»  Liquid Market - Esoteric ABS typically trade Timeshare $5.88B
with a bid/offer spread of 10 basis points - c ial
similar to corporates. pulULL
»  Rating Upgrades - The amortization of ABS Equipment Leases $35.8B
structures may lead to rating upgrades over
the life of the deal. Aircraft $21.8B
Data Center $13.7B
Wireless Tower $13.7B
Container $10.8 B
Fiber $7.2B
Rail $6.7 B
Total $256.7 B

Prepared by Conning, Inc., Source: ©2024 BofA Securities Global Research, used with permission.

Esoteric ABS - Liquidity

Size and Liquidity Comparison

Sub-Sector Typical Size Per Deal Typical Size Per Trade
ABS-Esoteric $250 - $800 mm $250 K - $10 mm
ABS-Auto $500 mm - $1 B $250 K - $10 mm
ABS-Student Loan $250 mm - $1 B $250 K - $10 mm
BBB-Corporate Bond $800 mm $1 mm - $10 mm

Prepared by Conning, Inc. Source: ©2024 Conning, Inc.

»  ABS market has proven to be highly liquid »  Trade size accommodates smaller and larger investors
»  Esoteric ABS have been a major component of »  Consistent TRACE volumes enhance price discovery
dealer inventories
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Esoteric ABS - Relative Value
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The Conning Advantage Conning Structured Assets Under Management

Asset Class Expertise

»  Team depth & focus

»  Credit research expertise

»  Structural expertise

»  Experience managing through multiple cycles

Enhanced Portfolio Management

»  Excellent access to trade flow and new issues
»  Proprietary systems and data dedicated to Esoteric ABS

»  Quantitative team analyzes non-commercial data

32.4% Mortgage-Backed Securities

19.6% CLO Debt

16.7% Asset-Backed Securities

16.4% Collateralized Mortgage Obligations
13.2% Commercial Mortgage-Backed Securities

B 1.7%CLO Equity

Prepared by Conning, Inc.

As of December 31, 2023, represents the combined global assets under management for
the affiliated firms under Conning Holdings Limited.
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Considerations for Insurers

Ratings
Esoteric ABS are rated by at least one major rating agency (i.e., S&P, Moody’s, Fitch, Kroll, DBRS).

Pricing
Esoteric ABS are typically priced daily, including Reuters, IDC (Interactive Data Corp.), and Pricing Direct (JPM).

Accounting Classification
Rated Esoteric ABS tranches are debt securities and can be classified as trading, available-for-sale (AFS), or held-to-maturity (HTM).

Trade / Settlement Conventions
Standard three-day settlement for secondary market purchases; primary market purchases settle trade date plus one week.

Regulatory Capital Treatment
Highly rated Esoteric ABS tranches (i.e., AAA, AA, A) are considered NAIC 1-rated assets and benefit from the most favorable statutory
capital charges.

Taxation
AAA, AA, A, and BBB Esoteric ABS tranches are debt for U.S. tax purposes and are taxed similarly to other debt instruments such as
corporate bonds.

Investment Guidelines

Insurers should review applicability under existing guidelines and, if not permitted, investment committee approval may be required
prior to investing in the asset class. For example, investment guidelines may have broad limitations on securitized asset classes, or
limitations applicable to foreign country allocations.

Esoteric ABS Risk Factors (Include But Are Not Limited To)

Structure - Esoteric ABS often involve risks that differ from those associated with other types of debt instruments. The complex structure
of the security may produce unexpected investment results not based on default or recovery statistics. Ratings agencies may downgrade
their original ratings of Esoteric ABS debt tranches.

Valuation
Valuation of structured credit products is provided by third parties based on models, indicative quotes, and estimates of value, in
addition to historical trades. There can be no assurances the assets can be disposed of or liquidated at the valuations established.

Default
During periods of economic uncertainty and recession, the incidence of modifications and restructurings of investments may increase,
resulting in impairments to the underlying asset value and reduced subordination.

LIBOR

There is uncertainty with respect to the replacement of LIBOR with proposed alternative reference rates and it is possible that different
markets might adopt different rates, or adopt replacement rates at different times, the effects of which are uncertain at this time and
could include increased volatility or illiquidity.

General Market & Economic Conditions

Changing economic, political, regulatory or market conditions, interest rates, general levels of economic activity, the price of securities
and debt instruments and participation by other investors in financial markets may affect the value of Esoteric ABS and all other asset
classes.

About Conning
Conning (www.conning.com) is a leading investment management firm with a long history of serving the insurance industry. Conning

supports institutional investors, including pension plans, with investment solutions and asset management offerings, risk modeling
software, and industry research. Founded in 1912, Conning has investment centers in Asia, Europe and North America.
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Organization

Conning, Inc., Goodwin Capital Advisers, Inc., Conning Investment Products, Inc., a FINRA-registered broker-dealer, Conning Asset
Management Limited, Conning Asia Pacific Limited, Octagon Credit Investors, LLC, Global Evolution Holding ApS and its group of
companies (“Global Evolution”), and Pearlmark Real Estate, L.L.C. are all direct or indirect subsidiaries of Conning Holdings Limited (collec-
tively, “Conning”) which is one of the family of companies owned by Cathay Financial Holding Co., Ltd., a Taiwan-based company. Conning
has investment centers in Asia, Europe and North America.

Conning, Inc., Conning Investment Products, Inc., Goodwin Capital Advisers, Inc., Octagon Credit Investors, LLC, Global Evolution USA,
LLC, and PREP Investment Advisers, L.L.C. are registered with the Securities and Exchange Commission (“SEC”) under the Investment
Advisers Act of 1940 and have noticed other jurisdictions they are conducting securities advisory business when required by law. In any
other jurisdictions where they have not provided notice and are not exempt or excluded from those laws, they cannot transact business
as an investment adviser and may not be able to respond to individual inquiries if the response could potentially lead to a transaction in
securities. SEC registration does not carry any official endorsement or indication that the adviser has attained a level of skill or ability.

Conning, Inc. is also registered with the National Futures Association. Conning Investment Products, Inc. is also registered with the Ontar-
io Securities Commission. Conning Asset Management Limited is Authorised and regulated by the United Kingdom’s Financial Conduct
Authority (FCA#189316), Conning Asia Pacific Limited is regulated by Hong Kong's Securities and Futures Commission for Types 1, 4 and
9 regulated activities, Global Evolution Fondsmaeglerselskab A/S is regulated by Finanstilsynet (the Danish FSA) (FSA #8193), Global
Evolution Fondsmeeglerselskab A/S (London Branch) is regulated by the United Kingdom’s Financial Conduct Authority (FCA# 479582)
and Global Evolution Manco S.A. is regulated by The Commission de Surveillance du Secteur Financier (the Luxembourg FSA) (CSSF#
S00001031). Conning primarily provides asset management services for third-party assets.

All investment performance information included in this document is historical. Past performance is not a guarantee of future results. Any
tax-related information contained in this document is for informational purposes only and should not be considered tax advice. You should
consult a tax professional with any questions.

For complete details regarding Conning and its services in the U.S., you should refer to our Form ADV Part 2, which may be obtained by
calling us.

Legal Disclaimer

©2024 Conning, Inc. This document and the software described within are copyrighted with all rights reserved. No part of this document
may be distributed, reproduced, transcribed, transmitted, stored in an electronic retrieval system, or translated into any language in
any form by any means without the prior written permission of Conning. Conning does not make any warranties, express or implied, in
this document. In no event shall Conning be liable for damages of any kind arising out of the use of this document or the information
contained within it. This document is not intended to be complete, and we do not guarantee its accuracy. Any opinion expressed in this
document is subject to change at any time without notice.

This document contains information that is confidential or proprietary to Conning (or their direct or indirect subsidiaries). By accepting
this document you agree that: (1) if there is any pre-existing contract containing disclosure and use restrictions between your company
and Conning, you and your company will use the information in this document in reliance on and subject to the terms of any such pre-ex-
isting contract; or (2) if there is no contractual relationship between you and your company and Conning, you and your company agree
to protect the information in this document and not to reproduce, disclose or use the information in any way, except as may be required
by law. ©

ADVISE ®, FIRM ©, GEMS ©, CONNING CLIMATE RISK ANALYZER ® and CONNING ALLOCATION OPTIMIZER © are registered trademarks
of Conning, Inc. in the U.S. Copyright 1990-2024 Conning, Inc. All rights reserved. ADVISE ©, FIRM ®, GEMS ®, CONNING CLIMATE RISK
ANALYZER ®and CONNING ALLOCATION OPTIMIZER © are proprietary software published and owned by Conning, Inc.

This document is for informational purposes only and should not be interpreted as an offer to sell, or a solicitation or recommendation
of an offer to buy any security, product or service, or retain Conning for investment advisory services. The information in this document

is not intended to be nor should it be used as investment advice.

Additional Source Information:

Bloomberg Index Services Limited. Used with permission. Bloomberg is a trademark of Bloomberg Finance L.P. and its affiliates (collec-
tively “Bloomberg”). Bloomberg does not approve this material, guaranty the accuracy of any information herein, or make any warranty as
to the results to be obtained therefrom, and shall not have any liability for injury or damages arising in connection therewith.

C#17592715B
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