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The Palmer Square CLO Senior Debt Index (“CLO Senior Debt Index”) (ticker: CLOSE) and the
Palmer Square CLO Debt Index (“CLO Debt Index”) (ticker: CLODI) are rules‐based observable
pricing and total return indices for collateralized loan obligation (“CLO”) debt for sale in the United
States, original rated AAA, AA, A, BBB, BB or equivalent.

Historical index performance for total returns and statistics are available since January 2012.

*Please see Notes and Disclosures for the sub-components Bloomberg tickers.

Inception Date: January 1, 2012 / Launch Date: June 1, 2015

CLO Instruments Included:

 “Arbitrage” CLOs, collateralized by broadly syndicated loans

 Only floating rate tranches are eligible for inclusion

 Tranche must be denominated in U.S. dollar

 Closing date on or after January 1, 2009

 Minimum deal size of $600 million for deals issued Jan 1, 2009 – Dec 31, 2012

 Minimum deal size of $500 million for deals issued Dec 31, 2012 – current

The following types of CLO instruments are NOT eligible for inclusion:

 “Middle-market” CLOs, collateralized by loans to small or medium-sized firms and/or b loans
of a small or medium size

 Fixed rate, revolver, combo, and step up notes

 Asset-backed CDOs, collateralized by residential, commercial or consumer credit loan

 Emerging market CLOs, collateralized by loans to or securities of emerging markets issuers

 “Balance Sheet” CLOs

Bloomberg Index Tickers

Palmer Square CLO Senior Debt Index CLOSE

Palmer Square CLO Debt Index CLODI
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Additional Inclusion Criteria:

In addition to being Original‐Rated, AAA, AA, A, BBB, BB CLO debt eligible for inclusion in the
Underlying CLO Debt Index must be issued on or after January 1, 2009, following the financial crisis
of 2008. Index components must include debt issued by CLOs managed by managers who
manage at least three outstanding CLOs, at least two of which commenced on or after January 1,
2009. For managers with more than 2 deals issued in one calendar year, the two largest based on
par outstanding will be included. Additionally, the CLO tranches eligible for inclusion in the
Underlying Index will include the top 50% based on deal issuance size per quarter. The Index will be
rebalanced at the close of the last business day of each quarter, following the U.S. holiday
calendar. Refinancing transactions will be included in rebalances at the close of the last business
day of each month, following the U.S. holiday calendar. New transactions that meet the above
inclusion criteria and that are priced by the service provider will be included.

Diversity Scores:

Using the Index’s rules‐based criteria, Moody’s assigns a “diversity score” to eligible Index
components, based on the diversification of the CLO’s underlying loan assets. CLOs that are
collateralized by loans of a limited number of issuers or that are limited to a particular industry are
considered to be less diversified and are assigned a lower diversity score. CLO debt with a score
lower than 45 during its reinvestment period will be excluded from the Underlying Index, in
accordance with the Underlying Index methodology. After the reinvestment period ends, deals
originally in the Index will not be removed if the diversity score falls below 45.

Constituent Definition and Weighting:

Each tranche of a CLO included in the Underlying CLO Debt Index is treated as a separate Index
component. There is no limit to the number of components in the Underlying CLO Debt Index.
Individual weightings are based on market value.

Index Rebalancing:

The Index will be rebalanced at the close of the last business day of each quarter, following the U.S.
holiday calendar. Refinancing transactions will be included in rebalances at the close of the last
business day of each month, following the U.S. holiday calendar. New transactions that meet the
above inclusion criteria and that are priced by the service provider will be included.

Pricing:

This analysis and review results in a price for each constituent.

c

Palmer Square Indices Methodology

Each constituent is valued daily by
using a proprietary relative value pricing
matrix.

Multiple scenarios are calculated by generating
cashflows using assumed default, prepayment,
reinvestment and loss vectors on a granular level.

Matrix levels are appointed through a
mosaic of daily market color and
parametric analysis across constituent
level characteristics.

Including CLO manager’s objective performance,
collateral/asset level performance and structural
features.

Daily review allows for appropriate
adjustments based upon macro and
idiosyncratic asset class events.

Although all constituents are mandated to be
floating rate in nature, the daily analysis requires an
update on forward curves which impact valuations.

This relative price framework allows for
the construction of a matrix that is
applied to the entire market.

Valuation methodology utilizes market expertise
and analyzing live market color through various
mediums
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Extraordinary Events:

Extraordinary market events may occur, including but not limited to a missed principal payment,
event of default, removal of a deal, or adjustment of a deal’s weight. The occurrence of such events
may trigger an ad-hoc review by the Palmer Square Index Committee to ensure the index
appropriately reflects these changes at the appropriate time. An intra-quarter rebalancing may
occur in such instances. To reflect an event, official announcements and information from the
Palmer Square Index Committee will be made available.

Index Governance and Quality:

Palmer Square Capital Management, LLC (“Adviser”) has established an Index Committee, which
shall have the following responsibilities:

• Determining the Rules-Based Methodology for any newly created proprietary index;

• Periodically reviewing the Rules-Based Methodology of any existing index, and approving any
modifications to the Rules-Based Methodology;

• Determining all changes in the constituent components of the index;

• Oversight of index calculation;

• Preparing, maintaining and publishing an Index Methodology Guide and other publications
regarding the Adviser’s indices or index methodology;

• Disseminating public announcement of any changes to the index or methodology.

The Index Committee is currently comprised of the following individuals: Jeff Fox, President; Scott
Betz, Chief Operating Officer; Jeremy Goff, Managing Director; Teemu Tiitinen, Executive Director.

The Index Pricing and Valuation Team, which is responsible for day-to-day management of the
indices is comprised of the following individuals: Brooks Kendall, Vice President; Andy Betz,
Operations Analyst; Bennett Walleck, Operations Analyst.

Information Barriers:

Members of the Index Committee are not permitted to provide access to other personnel of the
Adviser concerning changes and adjustments to the index. Accordingly, information related to (1)
changes in the Rules-Based Methodology for the inclusion of component securities, (2) the
inclusion or exclusion of specific component securities, or (3) methodology for the calculation or
return of component securities the Rules-Based Methodology shall be restricted from other Adviser
personnel until such time as such modifications have been announced by the Index Committee.
Such information shall be maintained in a restricted location at the Adviser which shall not be
accessible to other employees.

Investment personnel who are not members of the Index Committee shall not participate in
deliberations of the Index Committee regarding changes to the Rules-Based Methodology or index
constituents.

Adviser shall implement controls to ensure that personnel with access to changes to the Rules-
Based Methodology or the constituent components do not disseminate such information to others,
including personnel of the Adviser, in advance of its public announcement.

Palmer Square Indices Methodology
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𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝑡𝑡 = 𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝑡𝑡−1 x (1 + 𝑇𝑇𝑇𝑇𝑡𝑡)
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Palmer Square CLO Indices – Calculations
The indexes started on 5/29/2015 with a value of 100.00 On 
a daily basis the index is calculated as follows:

Where:
Indext 

Indext-1 

TRt

= Index close on day t
= Index close on day t-1
= Total Return on day t

Market Value
The market value of each CLO index on day t is calculated as follows:

Where:
MVt 

PAR

t Pt 

AIi 

MFt

= Market Value of the tranche i on day t
= Par amount of the tranche i as of the last rebalance adjusted for principal pre-payments etc.
= Clean price of the tranche i on day t
= Accrued interest on tranche i up to and including day t
= Mortgage factor of tranche i used to adjust the par at principal paydown (0 < MFt < 1)

The weights of the CLO tranche is defined as the market value of the tranche expressed as a percentage of 
the aggregate market value of all the tranches in the index portfolio

Returns
Total Return
The Total Return TRt of a tranche at time t is the sum of the Interest Return and the Price Return on the day t

Where:
IRt

PRt

= Interest Return on day t
= Price Return on day t

Price return measures the return due to the change in the market price of the tranche. Interest Return (or 
Coupon Return) includes the return due to the interest earned on that tranche.

Interest Return

Where:
IRi,t 

PARi,t

Ci,t 

di,t,t-1

MVi,beg

Price Return

= Interest Return of tranche i on day t
= Par balance of the tranche i as on day t adjusted for principal pre-payments etc.
= Coupon amount of tranche i as of day t
= Day-count from the previous business day, t-1 to today, t
= Market Value of tranche i at the beginning of day t

Where:
PRi,t 

PARi,t

Pi,t 

Pi,t-1 

PPi,t-1

MVi,beg

RP

= Price Return of tranche i on day t
= Par balance of the tranche i as on day t adjusted for principal pre-payments etc.
= Clean price of tranche i on day t
= Clean price of tranche i in previous business day, t-1
= Principal Prepayment of tranche i on day t
= Market Value of tranche i at the beginning of day t
= Redemption Price, always 100
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Notes and Disclosure

This data is provided for informational purposes only and is not intended for trading purposes. This
document shall not constitute an offering of any security, product or service. The addition, removal or
inclusion of a security in the Palmer Square CLO Senior Debt Index and the Palmer Square CLO Debt Index
(the “Indices”) is not a recommendation to buy, sell, or hold that security, nor is it investment advice. It is
not possible to invest directly in an index. Index performance does not reflect the deduction of any fees
and expenses. Past performance is not a guarantee of future returns. There are risks involved with
investing, including the possible loss of principal, that investors should be prepared to bear. The
information contained herein should not be construed as personalized investment advice and should not
be considered a solicitation to buy or sell any security or engage in a particular investment strategy.

The information contained in this document is current as of the publication date or as indicated herein.
Palmer Square Capital Management LLC (“Palmer Square”) makes no representations with respect to the
accuracy or completeness of these materials and will not accept responsibility for damages, direct or
indirect, resulting from an error or omission in this document. The methodology involves rebalancing and
maintenance of the Indexes that is made periodically during each year and may not, therefore, reflect real
time information. The Indices are the exclusive property of Palmer Square.

The Indices are calculated by NYSE Group, Inc. or its affiliates (“NYSE”). NYSE MAKES NO EXPRESS OR
IMPLIED WARRANTIES, AND HEREBY EXPRESSLY DISCLAIMS ALL WARRANTIES OF MERCHANTABILITY OR
FITNESS FOR A PARTICULAR PURPOSE WITH RESPECT TO THE INDICES OR ANY DATA INCLUDED
THEREIN. IN NO EVENT SHALL NYSE HAVE ANY LIABILITY FOR ANY SPECIAL, PUNITIVE, INDIRECT, OR
CONSEQUENTIAL DAMAGES (INCLUDING LOST PROFITS), EVEN IF NOTIFIED OF THE POSSIBILITY OF
SUCH DAMAGES.

The Palmer Square CLO Senior Debt Index (ticker: CLOSE) and the Palmer Square CLO Debt Index (ticker:
CLODI) are rules‐based observable pricing and total return indices for collateralized loan obligation
(“CLO”) debt originated in Europe, original rated AAA, AA, A, BBB, BB, B or equivalent. They are designed to
reflect the risk and return characteristics of a diversified portfolio of CLOs on a long-only and liquid basis.
Additional information in relation to each Index including performance, characteristics, constituents,
sector and country weights, methodology of construction and maintenance, rebalancing dates and other
general information is available on the Index Provider’s website and in the Prospectus.

This material is subject to change without notice, and should not be relied upon by the reader as research
or investment advice. With regard to sources of information, certain of the economic and market
information contained herein has been obtained from published sources and/or prepared by third parties.
While such sources are believed to be reliable, Palmer Square employees or representatives do not
assume any responsibility for the accuracy of such information.

The securities issued under the CLO transactions have not been registered under the Securities Act of
1933, as amended, and may not be offered or sold in the United States absent registration or an applicable
exemption from registration requirements. This overview shall not constitute an offer to sell or the
solicitation of an offer to buy, nor shall there be any sale of such securities in any state or jurisdiction in
which such offer, solicitation or sale would be unlawful prior to registration or qualification under the
securities laws of any such state or jurisdiction.

Palmer Square Capital Management LLC (“Palmer Square”) is an SEC registered investment adviser with
its principal place of business in the State of Kansas. Registration of an investment adviser does not imply
any level of skill or training. Palmer Square and its representatives are in compliance with the current
registration and notice filing requirements imposed upon registered investment advisers by those states in
which Palmer Square maintains clients. Palmer Square may only transact business in those states in
which it is notice filed, or qualifies for an exemption or exclusion from notice filing requirements. Any
subsequent, direct communication by Palmer Square with a prospective client shall be conducted by a
representative that is either registered or qualifies for an exemption or exclusion from registration in the
state where the prospective client resides. For additional information about Palmer Square, including fees
and services, send for our disclosure statement as set forth on Form ADV using the contact information
herein or refer to the Investment Adviser Public Disclosure web site (www.adviserinfo.sec.gov). Please
read the disclosure statement carefully before you invest or send money.

No portion of this publication may be reproduced in any format or by any means including electronically or
mechanically, by photocopying, or by any other form or manner whatsoever, without the prior written
consent of Palmer Square.

Sub-Components Bloomberg Ticker

Palmer Square CLO AAA Total Return PCLOAAAT

Palmer Square CLO AA Total Return PCLOAATR

Palmer Square CLO A Total Return PCLOATR

Palmer Square CLO BBB Total Return PCLOBBBT

Palmer Square CLO BB Total Return PCLOBBTR

Palmer Square Indices Methodology 3

Palmer Square Capital Management LLC, 1900 Shawnee Mission Parkway, Suite 315, Mission Woods, KS 66205 www.palmersquarecap.com

5

http://www.palmersquarecap.com/

	Slide Number 1
	Slide Number 2
	Slide Number 3
	Slide Number 4
	Slide Number 5

