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Remember the Rating Agency Downgrades of 2020? How
Did Palmer Square’s Conservative Approach to CLO
Investing Fare In a Difficult Environment?

Palmer Square has compiled the following analysis that examines the sweeping downgrade actions
in CLOs in 2020 by both Moody’s and S&P. We then look to analyze how this compares to CLO debt
issued by Palmer Square and 3rd-Party CLO Debt owned by Palmer Square.

Moody’s-Rated and S&P-Rated CLO Debt Downgrades
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Palmer Square-Issued CLO Debt

In the table below, we illustrate the lack of agency downgrades across Palmer Square-issued

CLOs. We experienced a 0% downgrade rate, which ranked us as one of only 9 managers out of
a total of 128 CLO managers to do so'. Of this group of 9 managers, we have also issued the most
outstanding deals at 21. Palmer Square is extremely proud of these metrics and believes they are a
testament to our seasoned investment team and comprehensive investment process.

CLO Debt Rating Palmer Square Downgrade % S&P Downgrade %
A 0% 2%
BBB 0% 14%
BB 0% 49%
B 0% 55%

Source: Palmer Square as of 1/1/2020 - 1/04/2021

Source: BAML, Intex. As of 01/04/2021. Only includes managers having issued 3 or more CLOs since 01/01/2012, at least one CLO must have
been issued 2016 or earlier, and none of the manager’s CLOs since 01/01/2020 have been downgraded. Out of 128 CLO managers, only the 9
managers meet the criteria.
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Market Update - Palmer Square’s Conservative Approach to CLOs

We believe the fact that no piece of Palmer Square-issued CLO debt was downgraded during this
period is a boon to our valued clients who invest in our CLO equity (both directly and through our
various private funds). Maintaining the ratings on our debt is a key component to ensuring the
continuation of cash flow distribution to our equity investors (none of Palmer Square’s CLOs had
cashflows diverted during this period). Furthermore, we believe these results will continue to drive
institutional market demand for Palmer Square-issued CLO debt, which in turn can potentially reduce
financing costs and potentially increase CLO equity investor IRRs.

Palmer Square-Owned CLO Debt

Across the Firm’s mutual funds, private funds, and managed accounts, Palmer Square also invests

in “3rd-party CLO debt”, or CLOs managed by other managers. As a refresher, CLO debt trades very
similarly to corporate bonds. Each piece of debt has a CUSIP and settles T+2. The asset class trades
daily in an active, continually growing, and predominately institutional market.

When investing in 3rd-party CLO debt, Palmer Square seeks to maintain a more conservative
approach, with the goal of identifying CLOs with strong collateral pools, attractive deal terms, and
managers with a proven track record.

In the chart below, using BB-rated CLOs as an example, S&P downgraded 49% of S&P-rated BB
CLOs, while Moody’s downgraded 25% of Moody's-rated BB CLOs. Only 6.2% of BB-rated CLOs
owned by Palmer Square were downgraded by these agencies.
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From a CLO debt investor perspective, we believe this not only underscores the quality of the debt in
which we invest, but also provides the potential for less volatility and higher liquidity.

Summary

In summary, we believe our conservative approach to investing in CLOs and issuing CLOs is a
significant benefit to our cherished clients, and allowed us to better weather the storm during
market volatility resulting from COVID-19. Please do not hesitate to contact us at
investorrelations@palmersquarecap.com or 816-994-3200 should you desire more information. We
would also be happy to set up a call at your convenience.
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About Palmer Square

Founded in 2009 and based right outside of Kansas City, Palmer Square manages approximately
$13.7 billion in fixed income/credit investments on behalf of a diverse client base inclusive of
institutional investors, wealth management firms, and high net worth individuals (as of 11/30/2020).
The firm offers mutual funds, separately managed accounts, and private partnerships (including
investments focused on the CLO market).

Notes and Disclosure

This newsletter is limited to the dissemination of general information pertaining to Palmer Square Capital
Management LLC's (“Palmer Square”) investment services and general economic market conditions. The
information contained herein should not be construed as personalized investment advice and should not be
considered as a solicitation to buy or sell any security or engage in a particular investment strategy. The views
expressed are for commentary purposes only and do not take into account any individual personal, financial, or
tax considerations. There is no guarantee that the views and opinions expressed in this newsletter will come to
pass. There are risks involved with investing, including the possible loss of principal, that investors should be
prepared to bear. Past performance does not guarantee future results.

Actual events are difficult to predict, are beyond the control of Palmer Square and may differ from those
assumed. There can be no assurance that forward-looking statements will materialize or that actual results

will not be materially different than those presented. All forward-looking statements included are based on
information available on the date hereof, and Palmer Square does not assume any duty to update any forward-
looking statement.

This material represents an assessment of the market environment at a specific point in time, 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, its employees, or representatives do not assume any responsibility for the accuracy of such
information.

The credit quality distribution figures shown are used for illustrative purposes only. Palmer Square does not
guarantee to execute that credit quality distribution. Exposures information, as well as other referenced
categorizations, reflect classifications determined by Palmer Square as well as certain Palmer Square assumptions
based on estimated portfolio characteristic information. Credit quality distribution figures may not sum to
100%. Ratings listed herein are assigned by Standard & Poor’s (S&P) and Moody's Investor Service (Moody'’s).
Credit quality ratings are measured on a scale with S&P’s credit quality ratings ranging from AAA (highest) to D
(lowest) and Moody'’s credit quality ratings ranging from Aaa (highest) to C (lowest). We use the higher of the
two ratings. Credit ratings listed are subject to change. Please contact Palmer Square for more information.

Portfolio characteristics shown above represent portfolio characteristics from the Strategy’s largest
representative account. An account’s portfolio characteristics may vary due to, but not limited to, the size of the
account, which impacts security selections available to that account. Market opportunities and/or yields shown
are for illustration purposes only and are subject to change without notice. Palmer Square does not represent
that these or any other strategy/opportunity will prove to be profitable or that a strategy’s investment objective
will be met. Please note, there can be no assurance that yield, expected return and/or risk will be realized or
that actual results will not be materially different than those presented. For additional information regarding the
calculation of yield or income, expected return and/or historical risk, including modeling assumptions and other
information used, please contact Palmer Square.

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 a certain
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.

Please note that certain investments may not be appropriate for all investors. Nothing herein takes into
account any individual’s personal or financial characteristics which are important for determining suitability of
investments. Nothing herein should be construed as investment advice.
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