SUB-ADVISOR COMMENTARY - SEPTEMBER 30, 2021
The Symphony Floating Rate Senior Loan Fund (the “Fund”) posted 2.7% for the month of September 2021. The Credit Suisse
Leveraged Loan Index returned 0.65% for the same period.
Capital markets volatility spiked in September. Concerns that a debt crisis in China’s real estate sector would lead to contagion
across markets worldwide, and expectations that the Federal Reserve (the “Fed”) would conclude its quantitative easing (QE)
program by mid-2022 (sooner than investors had anticipated) contributed to the largest one-month loss for the S&P 500 Index
(-4.75%) since March 2020. In the fixed income arena, the Fed’s accelerated tapering timetable helped push the yield on the 10year U.S. Treasury note 18bps higher, ending the month at a third-quarter peak of 1.49%. Despite widespread volatility across risk
assets, U.S. senior loans, as represented by the LSTA U.S. Leveraged Loan Index, returned 0.64%, while U.S. high yield bonds,
measured by the BofA Merrill Lynch High Yield Index, gained 0.03%.
For the month of September, senior loans produced their strongest monthly performance since January. Driving these results
were favorable technical dynamics for the loan market. On the demand side, these included a 10th consecutive month of retail
inflows (+$2.3 billion) and continued robust CLO formation. September CLO net issuance (excluding refinance/resets) totaled
$17.3 billion, following a record $18.5 billion in August. This heavy demand for loans was met by somewhat limited supply, as
primary market activity failed to meet investor expectations for a post-Labor Day issuance pick-up. Gross issuance totaled +$54.4
billion, after August’s +$41.5 billion and July’s +$64.6 billion. By use of proceeds, loans related to acquisitions accounted for
56% of gross volume, while refinancing and repricing totaled 40%. With secondary prices continuing to rally, senior loan yields
remained near record-low levels; the average yield-to-maturity ended September at 4.19%. Within the asset class, lower-quality
loans outperformed: issues rated CCC (+1.39% return) topped BBs (+0.52%) and Bs (+0.64%). The default rate of the S&P/LSTA
Leveraged Loan Index remained at 0.47%, its lowest since March 2012 (Source: S&P LCD, JP Morgan).
The largest detractor from relative performance in September was the reorganization equity of a Texas-based independent oil
and gas exploration and production (Fieldwood) company. This position had contributed significantly in August and added to
results for the third quarter overall. Also detracting from relative performance was security selection in Healthcare. In contrast,
good issue selection in Energy and Consumer Staples aided relative performance. Among our Energy holdings, loans of a refined
petroleum wholesaler (Gulf Finance) rose after the company announced sponsor equity contribution to partially pay down debt
and reduce leverage.
We believe senior loans remain attractive, providing investors with a good source of income and broad diversification benefits due
to their lower correlation to duration-sensitive assets. Technical factors for the asset class should stay favorable amid continued
CLO formation and increasing demand from retail investors. Moreover, credit fundamentals are sound, supported by healthy
consumer and corporate balance sheets and an above-trend outlook for U.S. GDP growth — all of which contribute to belowaverage default expectations for loans. Valuations however, are approaching fair value. Moreover, as commodity prices continued
to rise throughout the third quarter and supply bottlenecks persisted, we anticipate some earnings misses. Additionally, the
Delta variant, potential monetary and fiscal policy missteps and resurfaced geopolitical tensions may lead to spikes in volatility.
Therefore, credit selection and active management will be key in generating alpha.
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Returns are for the periods ended September 30, 2021 and are unaudited. The table shows the Fund’s compound return for each period indicated compared with
the Credit Suisse Leveraged Loan Index (“Loan Index”). The Loan Index is an appropriate benchmark as it is designed to mirror the investable universe of US dollar
denominated leveraged loan market in which the Fund also invests. The Loan Index is unleveraged and its returns are calculated without the deduction of fees, fund
expenses and trading commissions, whereas the performance of the Fund includes the impact of leverage and is calculated after deducting such fees and expenses.
Since the Fund is actively managed, the sector weightings may differ from those of the Loan Index.
(1)

(2)

Inception date November 1, 2011.

(3)

Inception date January 10, 2017.

This document is for information purposes only and does not constitute an offer to sell or a solicitation to buy the securities referred to herein. The opinions contained
in this report are solely those of Symphony Asset Management LLC (“Symphony”) and are subject to change without notice. Symphony makes every effort to ensure
that the information has been derived from sources believed to be reliable and accurate. However, Symphony assumes no responsibility for any losses or damages,
whether direct or indirect which arise from the use of this information. Symphony is under no obligation to update the information contained herein. The information
should not be regarded as a substitute for the exercise of your own judgment. Please read the Fund’s annual information form before investing.
You will usually pay brokerage fees to your dealer if you purchase or sell units of the Fund on the Toronto Stock Exchange or other alternative Canadian trading system
(an “exchange”). If the units are purchased or sold on an exchange, investors may pay more than the current net asset value when buying units of the investment fund
and may receive less than the current net asset value when selling them.
There are ongoing fees and expenses associated with owning units of an investment fund. An investment fund must prepare disclosure documents that contain key
information about the Fund. You can find more detailed information about the Fund in the public filings available at www.sedar.com. The indicated rates of return
are the historical annual compound total returns including changes in unit value and reinvestment of all distributions and do not take into account certain fees such
as redemption costs or income taxes payable by any securityholder that would have reduced returns. Investment funds are not guaranteed, their values change
frequently and past performance may not be repeated.
Certain statements contained herein constitute forward-looking information within the meaning of Canadian securities laws. Forward-looking information may relate
to matters disclosed in this document and to other matters identified in public filings relating to the Fund, to the future outlook of the Fund and anticipated events or
results and may include statements regarding the future financial performance of the Fund. In some cases, forward-looking information can be identified by terms
such as “may”, “will”, “should”, “expect”, “plan”, “anticipate”, “believe”, “intend”, “estimate”, “predict”, “potential”, “continue” or other similar expressions concerning
matters that are not historical facts. Actual results may vary from such forward-looking information. Investors should not place undue reliance on forward-looking
statements. These forward-looking statements are made as of the date hereof and we assume no obligation to update or revise them to reflect new events or
circumstances.
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