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Key details Summary 

 Blackstone / GSO Loan Financing (BGLF) has an attractive 9.7% dividend yield (or 
10.2% of the last NAV, ex-dividend). The income is derived, via the company’s 
investment in Blackstone / GSO Corporate Funding (BGCF), from a portfolio of CLO 
equity positions and a levered portfolio of broadly-syndicated loans. BGLF benefits from 
very favourable deal economics on its CLO assets (a rebate from the CLO management 
fees covers the majority of the cost of the investment professionals working on the CLO 
origination) and no management fees are paid by the company (the ongoing charges of 
0.5% represent only the additional costs of the listed company). All investment 
decisions, within the CLO or for the direct loan exposure, are made by GSO Capital 
Partners (GSO), the largest issuer and manager of CLOs globally (with c. $21bn of 
assets) with an 18-year track record of below-average losses (over the period from 

December 2000 to December 2016, annualised loss rates were 0.2% on US loans and 
0.4% on European loans). 
 

 The balance sheet serves as a CLO warehouse and allows the issue of CLOs to be timed 
to benefit the equity investor and there is very little reliance on an issuing investment 
bank. Moreover, the manager can be nimble in assembling a portfolio of loans during 
periods of market volatility. The quality and scale of GSO as the manager of the CLOs 
also means that the cost of CLO liabilities are typically amongst the lowest in the 
industry at the point of launch, significantly contributing to the IRR delivered to the 
equity investor over the life of the CLO. The most recent investment, Palmerston Park, 
priced its senior debt at just E+92bps, the tightest print since the CLO 2.0 market 
opened in 2012 (at the time of pricing). 
 

 Whilst the original catalyst for the launch of the company was the introduction of risk 

retention rules for European, and subsequently for US, CLOs – and this remains an 
imperative – it is the resulting investment proposition that we believe is compelling. 
Loans and CLOs demonstrated their qualities in the last financial crisis and, with a 
constructive view of the credit cycle, we believe that the risk-adjusted return is 
attractive in isolation, compared to less seasoned credit strategies such as platform 
lending, and relative to equities, given current valuations. BGLF targets mid-teens 
annualised total NAV returns with low volatility, and in 2016 it was able to achieve this, 
with a return of 13.3% and an annualised volatility of 2.2%. Furthermore, performance 
has been attractive compared to the majority of listed structured credit peers, both in 
absolute and risk-adjusted terms.   

Bloomberg code BGLF LN 

Share price   €1.0350 

Last NAV (ex-div.) €0.9777ps 

Prem./Disc. 5.9% 

Current yield 9.7% 

Market cap €418.9m 

Net assets €395.7m 

Last NAV date 30 April 2017 

Share price as at 19 May 2017 
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1. Investment case 

Overview 

The investment case for BGLF is built-up from the following components: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Fidante Capital, companies, Bloomberg. As at 19 May 2017. Axiom European Financial Debt (AXI), 

Blackstone/GSO Loan Financing (BGLF), Carador Income (CIFU), Chenavari Capital Solutions (CCSL), EJF 

Investments (EFJI), Fair Oaks Income (FAIR), Toro (TORO), TwentyFour Income (TFIF), UK Mortgages 

(UKML) and Volta Finance (VTA). Dividend yields are based on latest closing share price and last dividend 
annualised (Axiom European Financial Debt, Blackstone/GSO Loan Financing, UK Mortgages and Volta 

Finance), 12-month historical (Carador Income, Chenavari Capital Solutions, Fair Oaks Income and 

TwentyFour Income), adjusted (Toro) and target (EJF Investments). Dividend yield is for the Fair Oaks 

Income 2017 shares and the Volta Finance shares listed on Euronext Amsterdam. 
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  Widely-syndicated loans are an attractive access route to exposure to the 

senior credit risk of predominately sponsor-backed private companies. 

These loans have floating-rate coupons.  
  

CLOs are managed structures that use term-matched financing to leverage 

the returns from a portfolio of widely-syndicated loans. These structures 

demonstrated their resilience in the last financial crisis.  

The introduction of risk retention rules for CLO issuers, in both Europe 

(implemented in 2011) and the US (implemented in 2016), has created a 

need for originators to retain exposure to the transactions. In response, 

GSO launched Blackstone / GSO Loan Financing (BGLF) to invest in these 

CLOs through Blackstone / GSO Corporate Funding (BGCF).  

By investing directly in the originator, through a fee-neutral vehicle 

(ongoing charges of circa 0.5% represent the cost of the structure only), 

BGLF investors benefit from the cost efficiencies that can be derived from 

the structuring and issuance of new CLOs and the credit underwriting 

expertise of GSO.  

  The company pays a dividend of EUR 0.10 per annum (paid quarterly), 

representing 9.7% of the current share price, or 10.2% of the latest NAV. 

This is an extremely attractive dividend within the universe. Whilst 

income is the dominant component of returns, NAV total returns are 

expected to be low-to-mid teens and were 13.3% in 2016.  
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Source: Fidante Capital, S&P/LSTA, S&P LCD, GSO. To 31 December 2016. *For GSO originated CLO performance chart, US CLOs in blue and 

European CLOs in yellow. Triangles are redeemed CLOs (realised IRRs) and circles are active and inactive CLOs (LTM – last 12-month – distributions, 

to 28 February 2017). One redeemed US CLO (2009 vintage) with a realised IRR of 154.7% is not shown. 
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The advantages of BGCF/BGLF 

Stage BGCF/BGLF advantage 

Warehousing  

Loans are acquired in advance of a CLO being structured 
within a warehouse facility 

 Saved expense from not having to enter into a 

contract for a CLO warehouse from an investment 
bank 

 No pressure to ramp portfolio quickly means that 
risk-return characteristics of portfolio are better 

 Has capital readily available for deployment during 
periods of dislocation 

Structuring  

Determining the terms of the new CLO structure being 
issued 

 There are fewer services that BGCF will require from 
an investment bank so the costs are significantly 
reduced (from several hundred basis points to 
several tens of basis points) 

 The scheduling of the CLO issue is entirely under 

the control of BGCF as it has self-sourced the 
majority of the equity and GSO clients will often 
take the senior tranches 

Issuance  

The cost of the liabilities is determined at launch; 
therefore, the pricing of the senior liabilities is a critical 
component of the transaction for equity investors 

 The timing of the pricing of a CLO issue is an 

important determinant; being able to choose the 
point of execution is an advantage 

 The quality of the management team affects the 
margin on the liabilities; BGCF is a beneficiary of 
the outstanding track record of GSO 

Steady-state investing  

The ultimate returns from a CLO, other than the cost of 
the liabilities, are derived from the performance of the 
managed credit portfolio 

 The performance of GSO-managed CLOs are 
amongst the strongest in the industry, with a strong 
track record for low defaults 

 The “in-house” management of the CLO pool means 

that there is a standardised and robust credit 
underwriting process for all the credit exposure in 
BGCF 

Calling of transaction  

Majority control equity investors have the ability to call 
a CLO once the non-call period has expired in order to 
refinance the liabilities (at a lower margin), re-leverage 
the transaction and/or to crystallise a discount to the 
intrinsic net asset value of the structure 

 The participation in new issues and the visibility of 

pricing/issuance trends means that BGCF can 
optimise the point of calling an existing CLO 
transaction 

 The independence of the structure of BGCF means 
that any potential conflicts of interest are managed 

Source: Fidante Capital. 
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SWOT analysis of Blackstone / GSO Loan Financing 

Source: Fidante Capital. 

Strengths Weaknesses 

 All credit risk is managed by GSO, one of the leading 

loan managers in the industry 

 Returns from loans benefit from rising interest rates, 

assuming no changes to defaults and that interest 
rates are above any floors 

 The long-term realised returns from loans, and 
importantly from CLOs, have been robust, including 
time periods that extend through the last financial 
crisis 

 No GSO-managed CLO investing in European loans 

will be structured outside of BGCF, as long as BGCF 
is able to fund the CLO income notes; BGCF also has 
the most favoured status over the terms relating to 
the purchased CLO income notes (also applies to US 
CLOs) 

 By virtue of being exposed to the full life cycle of 

CLOs (warehousing, structuring, ongoing 
management and liquidation), returns are enhanced 
and the full value is captured   

 Based on the current share price of €1.0350, the 
shares are paying an annualised dividend of 9.7% 
which we believe is sustainable given current 
distribution rates for CLOs 

 Because there are no management fees charged at 

any level above the CLOs (where there are fees 
earned by GSO), the ongoing charges of the 
company, under the AIC methodology, are just 0.5% 

 Substantial investment in BGLF by Blackstone 

provides alignment with investors  

 The shares and the NAV are currently quoted in 

euros, which may limit the appeal to some UK 
investors and prevents it from being included in the 
FTSE indices 

 The 2014 NAV performance track record was 

dampened by writing off the IPO launch costs in line 
with origination fees on new CLOs, rather than taking 
these costs upfront, as is customary for investment 
companies. However, this has not affected returns 
subsequently 

 Limited liquidity in the shares initially, due to large 

institutional investors on the share register, but 
liquidity has increased recently following 
diversification of the investor base 

 BGCF may have a limited ability to negotiate strongly 

with GSO on the terms on which it is appointed to 
manage new CLOs, although industry standard terms 
for managing CLOs are in place 

Opportunities Threats 

 The internalised warehouse structure allows the 

managers to take advantage of credit market 
dislocation and be quick to issue a new CLO when 
there is an attractive opportunity 

 A drop in LIBOR rates below LIBOR floors, where 

these are present in the loans held within CLO loan 
portfolios (almost all in the US; this is unlikely in the 
current environment), as the assets earn the floor 
rate and the CLO pays a lower base rate on the 
liabilities 

 The calling of some of the older CLOs and the 

refinancing at lower costs of debt would enhance the 
NAV, albeit that this opportunity may be partially 
offset by the repricing of the loans themselves  

 As the only dedicated vehicle to CLO risk retention 
traded on the London Stock Exchange, the company 

has the potential to achieve significant critical mass, 
substantially larger than its current market cap of 
€419m 

 Having initially been focused on the European 

opportunity for providing risk-retention capital, the 
strategy has expanded into the US, a larger CLO 
market 

 A rise in realised defaults in the CLO loan portfolio  

 A complete inability to issue new CLOs due to lack of 

market demand for senior tranches (though this has 
never happened historically: GSO issued four US 
CLOs in 2008 and one CLO in each of 2009, 2010 and 
2011) 

 A repeal or otherwise unfavourable changes to the 

regulations, in either the EU or the US, in relation to 
risk retention rules, although this would only affect 
future origination potential 
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2. The company 

Blackstone / GSO Loan Financing  

Blackstone / GSO Loan Financing (BGLF) is an internally-managed, Jersey-domiciled 
investment company which was admitted to trading on the London Stock Exchange 
(Specialist Fund Segment) in July 2014. At its IPO, the company raised €301.2m of 
equity (£238.6m at the prevailing exchange rates, with €50m coming from 
Blackstone), and €30.7m (£22.1m) was raised in a placing in April 2015. Three 
additional placings, and a €6.9m (£6.0m) issuance out of treasury, all in March 2017, 
raised a further €81.8m (£70.1m). 

The company invests in European and US floating rate senior secured loans, either 
directly or indirectly via CLOs originated and managed by GSO. The direct exposure 
comprises portfolios of loans (levered up to 2.5x) intended to be used as collateral for 
new CLOs; direct exposure may also arise via investment in externally-financed CLO 
warehouses, being portfolios of loans levered up to 4-5x. The CLO investments are 
typically in horizontal strips (comprising a portion of the income notes issued by the 
CLOs) but can also be vertical strips (which include portions of all CLO equity and debt 
tranches). As at 22 May 2017, all the investments were in horizontal strips. 

BGLF gains these exposures by investing in Blackstone / GSO Corporate Funding 
(BGCF), a risk retention company set up by GSO in order to satisfy regulatory changes 
that require CLO managers or originators to retain a certain portion of the credit risk 
associated with the CLOs they manage or have originated, for the life of the CLOs. 
BGCF can invest in additional risk retention companies, and is exposed to Blackstone / 
GSO US Corporate Funding, a US Majority Owned Affiliate (MOA) to obtain exposure to 
US risk retention compliant CLOs. 

There are no management or performance fees at the company level. The company’s 
adviser, Blackstone / GSO Debt Funds Management Europe (DFME), earns industry 
standard management fees (c. 50bps per annum) and performance fees (20% over a 
7% hurdle) on the CLOs it manages, in which BGCF invests. DFME rebates 20% of the 
management fee it receives to BGCF, pro rata to the CLO income notes held by BGCF 
(for horizontal strips). For vertical strips, the rebate is 100% of the management fee. 
The net rebate after costs allocated to BGCF by DFME is at least 10% of the 
management fees and is expected to meet the majority of the ongoing costs of BGCF 
and the company. The impact of the rebate is reflected directly in the valuation of BGCF 
rather than that of BGLF, the valuation of which is indirectly impacted through its 
investment in BGCF. 

Figure 1: Company structure 

 

 

 

 

 

 

 

 

 

Source: Fidante Capital, Company. Shareholder breakdown as at IPO. The Blackstone ownership will vary over time. 
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Figure 2: Key attributes 

 

Source: Fidante Capital, Company. *Ratio to average net assets. 

 
 

 

 

 

 

 

Company  Blackstone / GSO Loan Financing Limited 

Sector  Alternative income – structured credit 

Listing  LSE (Specialist Fund Segment); CISE 

Launch  22 July 2014 

Domicile  Jersey 

Share class EUR 

Management 
Self-managed; independent non-executive board; Blackstone / GSO Debt Funds 
Management Europe (DFME) is the company’s adviser; GSO provides credit advice to 

Blackstone / GSO Corporate Funding (BGCF) 

Investment objective 

To provide shareholders with stable and growing income returns, and to grow the 
capital value of the investment portfolio by exposure predominantly to floating rate 
senior secured loans held directly and indirectly through CLO securities; the investment 

objective to be achieved through exposure to BGCF 

Target performance Mid-teens net total return per annum; predominantly dividend income 

Dividends Target 10% p.a. (on the €1.00 per share IPO issue price); paid quarterly 

Gearing 

Up to 2.5x for senior secured loans (with term finance); no leverage for CLO income 
notes; vertical strips expected to be levered 6-7x through BBB tranches, with the balance 
100% funded; BGCF may invest in the first loss of externally-financed CLO warehouses 

(4-5x levered) 

FX hedging Non-EUR underlying FX exposures are hedged into EUR (base currency) 

Fees 
No management or performance fees at the company level; DFME earns industry 
standard c. 50bps management fee and performance fee of 20% over 7% hurdle on the 

CLOs it manages 

Fee rebate 

BGCF receives a rebate of the CLO management fees pro rata to the CLO investment 
held (20% on horizontal strips and 100% on vertical strips); GSO charges costs to BGCF, 
the net rebate after these costs is expected to meet the majority of the ongoing annual 

expenses of BGCF and the company 

Ongoing charges* 
0.5% of NAV (operating expenses in 2016, excluding expenses relating to the 
Luxembourg restructuring and legal advice with regard to the amended investment policy 

to include CLO loan warehouses and additional risk retention companies) 

Reporting December year-end; monthly NAV estimates 

Discount management  
The directors may, at their discretion, repurchase shares when the average discount is 

more than 7.5% over rolling six month periods 

Life Unlimited 

Board  
Charlotte Valeur (Chair), Philip Austin, Gary Clark (Chair of the Audit Committee and 
NAV Review Committee), Joanna Dentskevich (Chair of the Risk Committee); all directors 

non-executive 

Website blackstone.com/bglf 
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GSO – The organisation and investment personnel 

GSO Capital Partners (GSO) is the credit platform of The Blackstone Group, one of the 
largest investment firms in the world with more than 2,200 employees in more than 
20 offices globally. As at 31 December 2016, GSO had 345 employees in New York, 
Dublin, London and Houston, with assets under management of $88.5bn across 
alternative investment funds ($54.9bn) and long-only customised credit strategies 
($33.6bn). 

According to Creditflux, as at 31 December 2016, GSO was the largest CLO manager 
globally, managing 46 CLOs with total assets of $21.4bn (€7.1bn in Europe and 
$14.0bn in the US). The Creditflux analysis also shows that GSO was the largest CLO 
manager at the end of years 2012 to 2015. 

Figure 3: Top 10 global CLO managers 

Manager 
European deals 

(€bn) 
US deals ($bn) 

Total global 
deals ($bn) 

Total number of 
deals 

GSO Capital Partners 7.05 13.95 21.36 46 

Carlyle Group 5.84 13.23 19.38 45 

Credit Suisse Asset Management 2.38 16.25 18.84 32 

Ares Management 2.04 13.46 15.61 35 

PGIM 3.05 10.03 13.24 26 

Apollo Global Management 1.61 10.83 12.52 21 

CIFC Asset Management 0.00 11.69 11.69 26 

CVC Credit Partners 2.77 8.55 11.46 24 

Octagon Credit Investors 0.00 10.93 10.93 20 

3i Debt Management 5.08 5.24 10.58 28 

Source: Creditflux. As at 31 December 2016. 

 

The DFME European Syndicated Credit Investments Committee has investment 
oversight of BGCF and comprises Fiona O’Connor (Managing Director and Head of 
Credit), Alex Leonard (Managing Director, Senior Portfolio Manager and Loan Trader), 
David Barry (Principal), Louise Somers (Principal) and John Wrafter (Principal). Fiona 
O’Connor and Alex Leonard are made available to BGCF pursuant to a portfolio service 
support agreement. Also involved in the management of BGCF/BGLF is David 
Cunningham (Principal). All of these individuals are employed by DFME and were 
previously at Harbourmaster before its acquisition by GSO in 2012. Fiona O’Connor 
was Head of Credit for Harbourmaster, while Alex Leonard was a Director and Co-Head 
of Portfolio Management and Trading. 
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GSO – Performance track record 

GSO has a verified track record managing CLOs in the US extending back to 2000, and 
in Europe from 2001. GSO emphasise careful credit selection and risk management for 
the loans they invest in (and the CLOs they manage), which results in the average loan 
default and loss rates being lower than those of benchmarks. 

Figure 4: Loan portfolio average default and loss rates 

 

Source: Fidante Capital, GSO. From inception to 31 December 2016. 
 
Figure 5: GSO-originated CLO performance 

 

Source: Fidante Capital, GSO. US (blue) and European (yellow) CLOs originated by GSO. Triangles are 

redeemed CLOs (realised IRRs) and circles are active and inactive CLOs (LTM – last 12-month – 

distributions, to 28 February 2017). One redeemed US CLO (2009 vintage) with a realised IRR of 154.7% 

is not shown.  
 

CLOs originated by GSO have demonstrated attractive performance and resilience 
through the 2008 financial crisis. Through 28 February 2017, the average last 12-
month distributions from active CLOs have been 18.0% and 17.1% in the US and 
Europe, respectively, while the average last 12-month distributions from inactive CLOs 
have been 12.9% and 13.6% in the US and Europe, respectively. To the same end 
date, the delivered IRRs for redeemed CLOs have been 12.2% (in the US) and 9.0% 
(in Europe).  
 
Between 2013 and 2016, GSO opened 15 CLO warehouses with an average loan 
portfolio exposure of $281m, each of which was converted into a CLO after an average 
investment period of five to six months. The average net IRR generated by these CLO 
warehouses was 27.7%, and the average actual first equity distribution, paid within 
eight months of closing, was 11.3% versus the target distribution of 8.3%. 
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3. Assets and performance 

Deployment 

The first CLO arranged by BGCF, Phoenix Park (deal size €413m), closed in July 2014, 
and BGCF bought just over 51% of the issued income notes (c. €23.3m investment). 
Since then, BGCF has made eleven further investments into CLO income notes (and 
loans); two further CLO investments were made in the remainder of 2014, four in 2015, 
three in 2016 and two so far in 2017. The BGLF portfolio, via its investment in BGCF, 
has shifted from being dominated by direct loan investments shortly after launch 
(92.2% as at 31 August 2014) to 29.8% by the end of April 2017. With the closing of 
Orwell Park in May 2015, the indirect exposure to loans was more than 50% for the 
first time. Overall, deployment into CLOs has been more rapid than anticipated at the 
launch of BGLF, and is anticipated to continue at the rate of about one per quarter. 

Figure 6: Retained CLO income note investments 

 Closing Currency Deal size 
Income 

notes 

BGCF 
investment 

(% of 
tranche) 

BGCF 
investment 

Phoenix Park Jul-14 EUR €413m €45m 51.4 €23.3m 

Sorrento Park Oct-14 EUR €517m €57m 51.8 €29.5m 

Castle Park Dec-14 EUR €415m €46m 100.0 €46.0m 

Dorchester Park Jan-15 USD $509m $46m 60.9 $28.0m 

Dartry Park Feb-15 EUR €411m €45m 51.1 €22.8m 

Orwell Park May-15 EUR €415m €48m 51.0 €24.2m 

Tymon Park Dec-15 EUR €414m €45m 51.0 €22.7m 

Elm Park May-16 EUR €558m €57m 82.4 €46.9m 

Griffith Park Sep-16 EUR €454m €49m 59.5 €29.0m 

Clarinda Park Nov-16 EUR €415m €45m 51.2 €23.1m 

Grippen Park Mar-17 USD $611m $59m 29.4 $17.5m 

Palmerston Park Apr-17 EUR €415m €45m 62.2 €28.0m 

 Source: Fidante Capital, Company. Investments announced as at 22 May 2017. 

 

Figure 7: BGLF net assets 

 

Source: Fidante Capital, Company. To 30 April 2017. 
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CLO income note investments 

To date, BGCF has invested c. €295m and c. $45m in twelve retention CLO income 
notes referencing a diversified pool of underlying credits. The CLO investments that 
have been made are horizontal strips (either: a) 51% or more of the income notes 
issued by European CLOs, or b) CLO income notes representing at least 5% of the 
credit risk relating to the assets collateralising US CLOs). Vertical strips, when 
introduced into the BGCF portfolio, will represent not less than 5% of the principal 
amount of each CLO equity and debt tranche. The end of the no-call periods are 
typically around two years after the close of the CLOs, and the end of the reinvestment 
period two years after that. Annualised distributions, for those CLO investments that 
have made distributions so far, range from 7.5% (for Griffith Park, which made its first 
distribution in May 2017) to 19.0%.  

The CLO investments have priced at different levels, some more attractive than others. 
For example, Dorchester Park priced at a discount margin (for the AAA tranche) of 
140bps, favourable compared to other US CLOs which priced at around the same time 
(February 2015), for which the average discount margin was 160bps. For Palmerston 
Park, which priced in February 2017, the AAA tranche achieved the tightest level since 
the CLO 2.0 market opened in 2012 (E+92bps). Low discount margins in comparison 
to the market have a direct, positive impact on the distributions to CLO equity holders. 

Five of the twelve CLOs have reached the end of their no-call periods. This gives the 
CLO manager optionality with respect to, for example, refinancing the debt. Phoenix 
Park, BGCF's first retained CLO income note investment, was refinanced in January 
2017, 18 months before the end of its reinvestment period, reducing the weighted 
average cost of debt by 21bps, from E+207bps to E+186bps, and Sorrento Park 
refinanced in April 2017 with the spread on the AAA tranche moving from E+130bps 
to E+95bps. 

Figure 8: Retained CLO income note investments 

 Closing 
End of no-call 

period 

End of 
reinvestment 

period 

AAA discount 
margin (%) 

Annualised 
distributions 

(%) 

Cumulative 
distributions 

(%) 

Phoenix Park 27-Jul-14 29-Jul-16 29-Jul-18 1.35 17.7 47.9 

Sorrento Park 16-Oct-14 16-Nov-16 16-Nov-18 1.30 17.7 43.5 

Castle Park 18-Dec-14 15-Jan-17 15-Jan-19 1.35 17.0 38.4 

Dorchester Park 26-Feb-15 20-Jan-17 20-Jan-19 1.40 15.0 40.9 

Dartry Park 16-Mar-15 28-Apr-17 28-Apr-19 1.30 16.6 36.3 

Orwell Park 4-Jun-15 18-Jul-17 18-Jul-19 1.30 16.6 32.5 

Tymon Park 17-Dec-15 21-Jan-18 21-Jan-20 1.45 19.0 22.6 

Elm Park 26-May-16 15-Apr-18 15-Apr-20 1.50 11.1 14.7 

Griffith Park 8-Sep-16 15-Apr-18 15-Apr-20 1.23 7.5% 7.5% 

Clarinda Park 15-Nov-16 15-Nov-18 15-Nov-20 1.15 n/a n/a 

Grippen Park 15-Mar-17 20-Apr-22 20-Apr-24 1.26 n/a n/a 

Palmerston 
Park 

11-Apr-17 18-Apr-21 18-Apr-23 0.92 n/a n/a 

Source: Fidante Capital, Company. Investments announced as at 22 May 2017. 
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Exposures 

Around 30% of BGCF’s assets are invested in senior secured loans, with the balance in 
CLOs. Both parts of the BGCF portfolio are well diversified by underlying issuer, with 
89 issuers in the direct loan portfolio as at the end of April 2017 (31 December 2015: 
35 issuers) and 510 issuers in the CLO portfolio (31 December 2015: 339 issuers). All 
of the direct loans are floating, up from 90.9% at the end of 2015. The weighted 
average asset spreads have come down to c. 3.9%/4.2% (for the directly/indirectly 
held loans) from 5.1%/4.6% over the last 16 months, and the weighted average loan 
prices have moved from 94.9%/98.1% to 100.5%/100.0%.  

Figure 9: BGCF portfolio attributes 

 BGCF direct 
loans/investments 

BGCF indirect 
loans/CLO portfolio 

Net assets €120.9m €284.9m 

% of NAV 29.8% 70.2% 

Number of issuers 89 510 

Senior secured 
loans/notes 

100.0% 99.8% 

Floating rate 100.0% 98.9% 

Weighted average asset 
spread 

3.94% 4.19% 

Weighted average loan 
mark-to-market 

100.5% 100.0% 

Average cost of liabilities 
0.8% undrawn/1.8% 

drawn 
2.1% 

Source: Fidante Capital, Company. As at 30 April 2017. 
 

Other than the diversification of the underlying loan exposures that can be inferred 
from the number of issuers, the BGCF portfolio is also diversified by industry sector 
and by geography. Around 32% was invested in US loans at the end of April 2017, the 
rest being in European loans, the largest representation being borrowers in France 
(13.2% of the portfolio). Over half the NAV was exposed to sectors which are not 
amongst the top five largest sectors. The largest holding by issuer represented 1.7% 
of the portfolio and the top ten issuers constituted over 13% of the portfolio. 

Figure 10: Top five geographic and sector underlying exposures 

 

 

Source: Fidante Capital, Company. As at 30 April 2017. 
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The loans in the BGCF portfolio (direct and through CLOs) are generally below 
investment grade (defined as being Baa3 and above), but extend to the top of the 
range of speculative grade ratings (Ba1 and below), and, as already noted, the average 
mark-to-market price of the loans is around 100, with just over 84% of the loans 
trading above par. 
 

Figure 11: Ratings exposures and mark-to-market bands 

  

Source: Fidante Capital, Company. As at 30 April 2017. 
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Performance 

The annualised dividend yield on the share price as at close on 19 May 2017 (€1.0350 
per share) was 9.7%. The target dividend increased in September 2016, from 8% on 
the €1.00 per share IPO issue price to 10%, due to the increase in the investment 
income received following from the portfolio’s rotation from senior loans into CLOs. 

Thomson Reuters provides the daily marks for the valuation of the CLO positions within 
the BGCF portfolio. The valuation of each tranche of the CLOs is individually calculated 
using granular loan level detail, thorough structural analysis, Moody’s Analytics CDOnet 
library and cashflow engine, scenario analysis (for example, prepayments, defaults and 
recoveries) and the discount rate. 
 
The BGLF total NAV return since launch to the end of April 2017 was 22.0%, equating 
to an annualised total NAV return of 7.5%. However, since the portfolio exposure to 
CLOs reached 50% (at the end of May 2015), the annualised total NAV return has been 
8.6%, with an annualised volatility of 2.4%. There was one month (December 2014), 
during which structured credit markets were volatile and senior loan markets were 
weak, for which the NAV performance was particularly disappointing. In addition, IPO 
costs, which were not taken up-front, were reimbursed to GSO during this month and 
contributed an NAV loss of around 2.1%. If these IPO costs are disregarded, the total 

NAV return since launch would have been 24.7% (annualised total NAV return 8.3%).  

There has been a degree of NAV volatility arising from portfolio valuation movements 
which has led to there being three months in which NAV returns were close to zero and 
one month showing a 50bps loss. Generally, after the first three months following the 
IPO, income has contributed between 0.7% and 1.8% to the NAV each month, with 
the larger amounts of income coming in months where one or more CLOs have made 
distributions (for example, the highest income contribution came in July 2015, when 
distributions were made by three of the CLOs). 

Figure 12: BGLF monthly NAV total return (%; EUR) 

Year Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 
Annual 
return 

2014        0.78 0.21 0.26 1.12 -3.05* -0.73* 

2015 1.36 0.82 0.76 0.86 1.05 -0.07 1.42 0.09 0.57 0.83 0.07 0.07 8.11 

2016 0.95 0.67 1.32 1.28 2.31 0.98 0.34 0.13 1.28 0.37 1.96 0.97 13.28 

2017 0.14 0.76 -0.53 0.02         0.38 

Source: Fidante Capital, Company. *If the upfront costs had been paid at the IPO, the December 2014 and 2014 returns would have been -0.95% and 

1.42%, respectively. 

 

The company’s shares traded at a premium to NAV for most of the period to the end 
of 2015. A wide discount opened up during H1 2016 as a result of risk aversion in the 
markets and technical pressures on the share price, which subsequently narrowed with 
the help of share buybacks (during June 2016, c. €6.3m (£4.9m) worth of shares were 
repurchased) and improving market sentiment. Shares were trading at a c. 5.9% 
premium at close on 19 May 2017 to the NAV as at 30 April 2017. 

Figure 13: BGLF share price premium/discount 

 

Source: Fidante Capital, Company, Bloomberg. From 22 July 2014 to 19 May 2017. Premium/discount is 

for the share price with respect to the most recent NAV (not adjusted for dividends intra-month). 
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4. Peer group comparison 

Listed credit investment companies and performance 

Our listed credit investment company universe had an aggregate market cap of 
£10.6bn as at the close on 19 May 2017, across 36 companies and five sectors. BGLF 
is one of ten companies (and the second largest, with a market cap of £361m, 
TwentyFour Income being the largest with a market cap of £469m) in the structured 
credit sector, which constitutes 22.7% of this listed credit universe. Companies 
investing in asset-based lending make up the largest sector in our universe (29.6%). 

Figure 14: Market composition for listed credit investment companies  

 

Source: Fidante Capital, companies. Market capitalisations as at 19 May 2017. 

 
There are no other listed investment companies in our universe that focus exclusively 
on the origination (and warehousing) of senior loans, and managing CLOs investing in 
those senior loans, as part of the managers’ risk retention requirements. However, 
Toro*, Volta Finance and EJF Investments are engaged in some of these activities as 
part of their wider investment remits. Carador Income* and Fair Oaks Income invest 
in the equity and debt of externally-managed CLOs. Chenavari Capital Solutions*, 
which entered its realisation phase from the start of 2017, and Axiom European 
Financial Debt were also established in order to benefit from regulatory changes in the 
last few years (specifically, regulatory capital release transactions and securities 

designed to improve banks’ capital ratios). Of the ten structured credit companies, 
BGLF, Chenavari Capital Solutions, EJF Investments, Toro and UK Mortgages can be 
said to originate the deals in which they invest, while the other companies are more 
focussed on the trading of existing credits or investing in other managers’ structures. 
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Figure 15: Listed structured credit peers 

Name Launch 
Size 
(NAV) 

Strategy 
Target 
return 

Dividend 
yield 

Premium 
/(discount) 

Axiom Eur. 
Financial Debt 

Nov-15 £61m European reg cap transactions 10% 5.9% 1.3% 

Blackstone/GSO 
Loan Financing* 

Jul-14 £341m 
European and US-compliant 
CLO origination 

Mid-teens 9.7% 5.9% 

Carador Income* Apr-06 £313m CLOs (income and mezzanine) 
Low double 

digit 
13.1% -3.1% 

Chenavari Capital 
Solutions* 

Oct-13 £115m European reg cap transactions 
12% or 

more 
7.4% (1.3%) 

EJF Investments Apr-17 £69m 
Structured credit, including 
risk retention and ABS 

8-10% 5.9% 0.7% 

Fair Oaks Income Jun-14 £285m US and European CLOs 12-14% 12.9% 7.1% 

Toro* May-15 £277m 
European ABS and other 
structured credit 

12-15% 9.4% (13.5%) 

TwentyFour 
Income 

Mar-13 £448m 
European ABS (CLOs and real 
estate)  

6-9% 5.9% 4.5% 

UK Mortgages Jul-15 £222m 
Diversified portfolio of UK 
mortgages 

7-10% 6.2% 8.4% 

Volta Finance Dec-06 £242m 
Structured credit multi-
strategy 

Not stated 7.8% (9.1%) 

Source: Fidante Capital, companies. As at 19 May 2017. Target return is the total net return including dividends. Dividend yields are based on latest 

closing share price and last dividend annualised (Axiom European Financial Debt, Blackstone/GSO Loan Financing, UK Mortgages and Volta Finance), 

12-month historical (Carador Income, Chenavari Capital Solutions, Fair Oaks Income and TwentyFour Income), adjusted (Toro) and target (EJF 

Investments). Premium/discount is for the mid share price as at close on 19 May 2017 relative to the latest reported NAV as at 22 May 2017. Dividend 

yield and premium/discount is for the Fair Oaks Income 2017 shares and the Volta Finance shares listed on Euronext Amsterdam. 
 

For most of 2015 and 2016 BGLF had an indirect exposure to loans of more than 50%. 
During this two-year period, those companies which have been classed as originators 
have generated NAV returns with lower volatility than those companies which trade 
existing securities. These performance characteristics reflect the relative illiquidity of 
the assets held and consequently the relative importance of mark-to-model valuations, 
together with the longer term holding periods. Of these, it should be noted that BGLF 
has generated the highest annualised NAV return. 

Figure 16: Annualised NAV return and volatility – two years to 31 December 2016 

 

 

 

 

 

 

Source: Fidante Capital, companies. Axiom European Financial Debt (AXI), Blackstone/GSO Loan Financing (BGLF), Carador Income (CIFU), Chenavari 

Capital Solutions (CCSL), Fair Oaks Income (FAIR), Toro (TORO), TwentyFour Income (TFIF), UK Mortgages (UKML) and Volta Finance (VTA). AXI, CCSL, 

TFIF and UKML in GBP; CIFU and FAIR in USD; BGLF and VTA in EUR. AXI from November 2015, TORO from May 2015 and UKML from July 2015. Blue 
markers indicate those companies which engage in trading existing structured credits, while yellow markers indicate those companies which engage in 

origination. EJF Investments listed in April 2017 and so has been excluded from this analysis. 
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Exposures and structures 

As at 31 March 2017, BGLF had one of the highest proportional exposures to CLO equity 
(c. 58%) amongst the peers, with Carador Income around 79% and Fair Oaks Income 
around 54% exposed to these assets (the remaining capital being largely invested in 
CLO debt for these two latter companies). Volta Finance was the most diversified by 
asset type, while TwentyFour Income and UK Mortgages both have sizeable allocations 
to mortgage-linked assets. Axiom European Financial Debt and Chenavari Capital 
Solutions are predominantly exposed to reg cap transactions, which give shareholders 
access to the economic interests of certain assets on banks’ balance sheets. EJF 
Investments’ investments include direct loans to law firms and an insurer, the equity 
of a risk retention CDO and discounted CDO securities. 

 
Figure 17: Portfolio exposures by asset type 

 

Source: Fidante Capital, companies. As at 31 March 2017 except for EJF Investments, which is as at 28 

February 2017. Axiom European Financial Debt (AXI), Blackstone/GSO Loan Financing (BGLF), Carador 
Income (CIFU), Chenavari Capital Solutions (CCSL), EJF Investments (EJFI), Fair Oaks Income (FAIR), 

Toro (TORO), TwentyFour Income (TFIF), UK Mortgages (UKML) and Volta Finance (VTA). The cash position 

for CIFU (-4.3%) is not shown; cash is not reported for BGLF and FAIR. 
 
In terms of underlying geographical exposures, the majority of the companies are 
biased towards Europe, the exceptions being Carador Income, EJF Investments and 
Fair Oaks Income, which are either exclusively or predominantly invested in the US. 
Volta Finance also has a majority exposure to the US, and that for BGLF has increased 
since the launch of its MOA, to stand at around 32%. UK Mortgages is focussed solely 
on UK assets. 
 
Figure 18: Portfolio exposures by geography 

 

Source: Fidante Capital, companies. As at 31 March 2017 except for EJF Investments, which is as at 28 

February 2017. Axiom European Financial Debt (AXI), Blackstone/GSO Loan Financing (BGLF), Carador 

Income (CIFU), Chenavari Capital Solutions (CCSL), EJF Investments (EJFI), Fair Oaks Income (FAIR), 
Toro (TORO), TwentyFour Income (TFIF), UK Mortgages (UKML) and Volta Finance (VTA). 
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Figure 19: Structures and terms 

 Axiom Eur. Financial 
Debt 

Blackstone/GSO Loan 
Financing* 

Carador Income* 
Chenavari Capital 
Solutions* 

Listing  
LSE (Specialist Fund 

Market) 

LSE (Specialist Fund 

Market); CISE 
LSE (Main Market) 

LSE (Specialist Fund 

Market) 

Launch  Nov-15 Jul-14 Apr-06 Oct-13 

Domicile  Guernsey Jersey Ireland Guernsey 

Share class GBP EUR USD GBP 

Investment 

manager/adviser 

Axiom Alternative 

Investments 
Blackstone/GSO Blackstone/GSO 

Chenavari Investment 

Managers (Guernsey) 

Dividends Quarterly Quarterly Quarterly Quarterly 

FX hedging Hedged to GBP Hedges to EUR Hedges to USD Hedges to GBP 

Annual 

management fee  

1% of NAV (if NAV < 

£250m) 

Nil at company level; 

underlying CLO 

management fee of 0.5% 

of gross assets, of which 

20%/100% for 

horizontal/vertical strips 

rebated to the company 

1.5% of NAV (no fee on 

primary investments in 

GSO managed CLOs) 

1% of NAV 

Performance fee  

15% of gains over a 7% 

p.a. cumulative return, 

compounded annually 

(with HWM) 

Nil at company level; 

underlying CLO 

performance fee of 20% 

over 7% hurdle 

13% over the greater of 
12-month LIBOR+2% 

and 6% 

20% over 7.5% per 

annum hurdle with 50% 
catch up, payable on 

realised returns to 

shareholders 

Discount 

management/life 

Buybacks considered if 

discount > 7.5% for more 

than 90 consecutive 

calendar days. 

Continuation vote every 

seventh AGM 

Buybacks if > 7.5% 

discount over rolling 6m 

(at directors discretion) 

Tender offer every 2.5 

years (at director’s 
discretion, to be 

approved by 

shareholders); 5-yearly 

tender offer from 2017 

(at directors' discretion), 

10-yearly continuation 

vote from 2022 

Buybacks considered if 

average discount > 7.5% 

for three consecutive 

months. Investment 

period ended on 31-Dec-

16; now in realisation 

period during which 

unencumbered cash will 
be returned to 

shareholders 

Board  
William Scott (chairman), 

John Renouf, Max Hilton 

Charlotte Valeur 

(chairman), Philip Austin 

(not independent), Gary 
Clark, Joanna 

Dentskevish 

Werner Schwanberg 

(chairman), Fergus 

Sheridan, Adrian Waters, 

Edward D’Alelio (not 

independent), Nicholas 

Moss 

Rob King (chairman), 

Rene Mouchotte (not 

independent) and Iain 

Stokes 

 

 EJF Investments Fair Oaks Income Toro* 

Listing  LSE (Specialist Fund Market) LSE (Specialist Fund Market) LSE (Specialist Fund Market) 

Launch  Apr-17 Jun-14 May-15 

Domicile  Jersey Guernsey Guernsey 

Share class GBP USD EUR 

Investment 

manager 
EJF Investments Manager Fair Oaks Capital 

Chenavari Investment Managers 

(Guernsey) 

Dividends Quarterly Monthly Quarterly 

FX hedging Hedges to GBP Hedges to USD Active hedging/risk 

Annual management 

fee  
1% of NAV 1% of NAV 1% of NAV 

Performance fee  
10% over the higher of 8% IRR 

and HWM 
15% over 7% IRR 15% of gains (with HWM) 

Discount 

management/life 

Will consider buybacks to address 

any imbalance between the supply 
and demand of shares in the 

market. Continuation vote every 

five years after admission 

Will consider buybacks if >5% 

discount. Continuation vote by 

Jun-24 (the planned end date of 
Master Fund II, which has an 

investment period to Jun-19, with 

two potential one-year extensions) 

and every two years subsequently 

Surplus cash used for share 
repurchases if discount > 7.5% 

over 6m rolling period 

Board  

Joanna Dentskevich (chairman), 

Alan Dunphy, Nick Watkins, Neal 

J. Wilson (not independent) 

Prof. Claudio Albanese (chairman), 

Jonathan (Jon) Bridel, Nigel Ward 

Frederic Hervouet (chairman), 

John Whittle, Roberto Silvotti (not 

independent) 
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 TwentyFour Income UK Mortgages Volta Finance 

Listing  LSE (Main Market) LSE (Specialist Fund Market) 
LSE (Main Market);  

Euronext Amsterdam 

Launch  Mar-13 Jul-15 Dec-06 

Domicile  Guernsey Guernsey Guernsey 

Share class GBP GBP EUR 

Investment 

manager 
TwentyFour Asset Management TwentyFour Asset Management AXA IM (Paris) 

Dividends Quarterly (larger final) Quarterly Semi-annual 

FX hedging Aim to hedge to GBP May hedge to GBP Hedges some USD exposure 

Annual 
management fee  

0.75% on lower of market cap 
or NAV 

0.75% on lower of market cap or 
NAV 

1.5% of GAV 

Performance fee  None None See footnote1 

Discount 

management/life 

Buybacks considered if discount 

> 5%. Realisation opportunity 
every 3 years after Mar-16. 

Continuation vote if dividend 

target is not met in any 

reporting period 

Buybacks considered if discount > 

5%. Realisation opportunity if 

dividend is less than 6pps in any 

financial year, and every five years 

after the fifth AGM 

None 

Board  

Trevor Ash (chairman), Ian 

Burns, Richard Burwood, 

Jeannette (Jan) Etherden 

Christopher Waldron (chairman), 

Richard Burrows, Paul le Page, Helen 

Green 

Paul Meader (chairman), Stephen Le 

Page, Joan Musselbrook, Paul 

Varotsis, Graham Harrison 

Source: Fidante Capital, companies. Directors are independent unless indicated otherwise. 1The lesser of: a) 15% or 20% (if cumulative dividends paid 

are below or above the capital raised since the IPO) of the amount by which the NAV increase over the latest semi-annual period exceeds the greater 

of (i) 8% annualised of the cumulative capital raised and (ii) 10% annualised of the NAV at the beginning of the semi-annual period, and b) 15% or 

20% of the cumulative amount over the most recent six semi-annual periods by which the NAV increase exceeds the greater of (i) 8% annualised of the 

cumulative capital raised and (ii) 8% annualised of the average NAV as at the beginning of each of the most recent six semi annual periods. 
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5. Loans, CLOs and risk retention 

 

 

Source: Fidante Capital, S&P/LSTA, S&P LCD. 
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Source: Fidante Capital, S&P LCD. 
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Source: Fidante Capital. 
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Glossary 

Below we list the main terms associated with senior secured loans, CLOs and the regulatory environment pertaining to 
BGCF/BGLF. 

Collateralised Loan Obligation Actively managed and leveraged portfolios of senior secured loans which issue equity 
and debt securities, with varying risk/return profiles (by tranche), to investors. Also 
known as a CLO. 

CLO 1.0/2.0 A way of classifying outstanding pre-crisis and post-crisis CLOs. New CLO issuance 
volumes were very low during 2009-2011; CLO 2.0 deals emerged during the recovery 
in 2012 and were more conservatively structured. 

CLO no-call period Following the CLO ramp-up there is a period (typically around two years for CLO 2.0 
transactions) during which the CLO cannot be “called”, that is: a) liquidated, with the 
proceeds paid to investors, b) refinanced or c) re-priced. 

CLO debt Debt tranches of the CLO capital structure. Tranches rated AAA-A are referred to as 
“senior”, while BBB-B-rated tranches are referred to as “mezzanine”. Each tranche has 
varying claims on the cashflows from the loan portfolio and receives contracted 
payments (the amount being related to the risk). 

CLO equity Equity tranche of the CLO capital structure. These securities bear first loss risk and 
receive the residual cash after the CLO debt tranches have been paid. Also referred to 
as CLO income notes. 

CLO refinancing After expiry of the no-call period, equity investors in CLOs can refinance the CLO 
security in which they are invested, for example, in order to receive the benefit from 
lower market interest rates. The CLO income notes being refinanced are redeemed and 
new notes, with lower associated interest rates, are issued.  

CLO warehouse Portfolio of senior secured loans established and built up, with leverage applied, 
intended for potential securitisation prior to the issuance of a CLO. 

CRD IV A package of reforms to the EU’s capital requirements regime for credit institutions and 
investment firms. The main role of CRD IV was to implement the key Basel III (and 
also non-Basel III) reforms in the EU. 

Discount margin The average expected return over a given reference rate for tranches of floating rate 
securities such as CLOs. Facilitates the comparison of prices between different CLOs 
(and tranches of CLOs).  

Dodd-Frank Act The Dodd-Frank Wall Street Reform and Consumer Protection Act, passed by the 
Obama administration in 2010 in response to the 2008 financial crisis, aims to decrease 
various risks in the US financial system, overseen by a range of government agencies. 

Horizontal strip Horizontal strips represent either: a) 51% or more of the income notes issued by 
European CLOs, or b) CLO income notes representing at least 5% of the credit risk 
relating to the assets collateralising US CLOs. 

Majority Owned Affiliate (MOA) A separate, majority-owned entity established by CLO managers as one way of 
complying with the US risk retention rules. The CLO manager either owns more than a 
majority of the voting and economic equity in the MOA, or it will control the significant 
economic decisions made by the MOA and own a controlling financial interest in the 
MOA. This structure allows the CLO manager to continue to be the collateral manager 
of the CLO (and receive the management fees) while the MOA will hold the retention 
interest (and receive the related payments). 

Originator CLO securities can be held within a separate entity (from the CLO manager) called an 
originator, in order to help ensure compliance with the EU’s risk retention regulations. 
Some originators are managed by entities which are not affiliated with the CLO 
managers, such as independent boards and managers. 

Risk retention regulations Regulations introduced in the EU (in 2011; mandated by CRD IV) and the US (in 2015 
for RMBS, 2016 for CLOs and other assets; mandated by the Dodd-Frank Act) to help 
ensure that the interests of originators/sponsors of securitisations are better aligned 
with those of investors (“skin in the game”).  

Senior secured loan Short-term debt obligations made by banks to sub-investment grade corporations, 
syndicated and sold to investors. Senior in the capital structure and secured by the 
corporate’s assets, the investors earn a spread over the base rate.  

Vertical strip Vertical strips represent at least 5% of the principal amount of each CLO equity and 
debt tranche. 
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Important Information 

This communication is issued by Fidante Partners Europe Limited ("Fidante Partners") which is authorised and regulated by the Financial Conduct Authority ("FCA") 

in the conduct of investment business in the United Kingdom. Fidante Partners Europe Limited trades as “Fidante Partners” and “Fidante Capital”.  It is for persons 

who are Eligible Counterparties or Professional Clients (for the purposes of the FCA rules) only and is not available to Retail Clients. This communication is being 

distributed (a) in the United Kingdom to, and is directed only at, persons who are (i) investment professionals as defined in Article 19 of the Financial Services and 
Markets Act 2000 (Financial Promotion) Order 2005 (the "Promotion Order") or (ii) are persons to whom this document may otherwise lawfully be issued or passed 

on or (b) outside the United Kingdom to, and is directed only at, persons to whom this document may be lawfully issued or issued without compliance with any filing, 

registration, approval or other requirement in the relevant jurisdiction, and in each such case without the inclusion of any further warnings or statements as required 

by the Promotion Order, or other applicable law or regulation, which are not included in this document (all such persons together being referred to as "relevant 
persons"). Neither this document nor any of its contents may be received by, acted on or relied on by persons who are not relevant persons.  

 

No part of this communication may be published, distributed, extracted, re-utilised or reproduced and any attempt to do so may be restricted or prohibited by law. 

Recipients are required to inform themselves of, and comply with, all such restrictions or prohibitions and none of Fidante Partners or any other person accepts 
liability to any person in relation thereto.  

 

For the purpose of United Kingdom regulation, FIDANTE PARTNERS DOES NOT PRODUCE INDEPENDENT INVESTMENT RESEARCH UNDER COBS 12.2. 

ACCORDINGLY, THIS COMMUNICATION IS NON-INDEPENDENT RESEARCH UNDER COBS 12.3, WHICH MEANS IT IS A MARKETING DOCUMENT UNDER 
THE MARKETS IN FINANCIAL INSTRUMENTS DIRECTIVE AND IS NOT REQUIRED TO BE PREPARED IN ACCORDANCE WITH THE LEGAL REQUIREMENTS 

DESIGNED TO PROMOTE THE INDEPENDENCE OF INVESTMENT RESEARCH.  Non-independent research is not subject to any prohibition on dealing ahead of 

the dissemination of investment research. However, Fidante Partners is required to have policies to manage the conflicts which may arise in the production, including 

preventing dealing ahead and Fidante Partners operates a conflict of interest policy in regard to research. This includes physical and electronic information barriers 

procedures and the operation of a cultural Chinese Wall. For further information, please view the following policies: Conflicts of Interest, Chinese Walls Policy, 
Information Barrier Procedures.  

 

Fidante Partners acts as a market maker, corporate broker and, from time to time, bookrunner to companies in the closed-end listed investment company sector. A 

list of all companies in relation to which Fidante Partners acts as market maker and/or corporate broker and/or bookrunner (and the relevant dates of any closing of 
any such capital raise) can be viewed here: Market Making Stocks, Corporate Appointments.  

 

Fidante Partners also acts as investment consultant to, and as such has received and expects to continue to receive (directly or indirectly) fees and commissions 

from Dexion Absolute Limited (until its liquidation is complete) which are securities in the same sector as the securities which are the subject of this communication.  
Fidante Partners (Guernsey) Limited, an affiliate of Fidante Partners, acts as investment manager to and as such has received and expects to continue to receive 

management and performance fees from Dexion Absolute Limited (until its liquidation is complete).  

 

Please click here for the Fidante Partners research policy. In particular, this confirms the internal guidelines and parameters in relation to which research is prepared 

dependent upon the relationship that Fidante Partners and or its affiliate, Fidante Partners (Guernsey) Limited, has with the company in question.  
 

This communication does not constitute a personal recommendation or take into account the particular investment objectives, financial situation or particular needs 

of any specific recipient. Such communications are not intended to provide the sole basis for any evaluation of an investment decision. Your attention is drawn to 

the date of issue of this document and of the opinions expressed herein. Before acting on any advice or recommendations in this communication, recipients should 
consider whether it is suitable for their particular circumstances and, if necessary seek professional advice, including tax advice. Recipients of this document should 

note that: ALL INVESTMENTS ARE SUBJECT TO RISK; THE VALUE OF SHARES MAY GO DOWN AS WELL AS UP; YOU MAY NOT GET BACK THE FULL 

AMOUNT THAT YOU HAVE INVESTED; PAST PERFORMANCE IS NOT A GUARANTEE OF, AND CANNOT BE RELIED ON AS A GUIDE TO, FUTURE 

PERFORMANCE; FLUCTUATIONS IN EXCHANGE RATES COULD HAVE ADVERSE EFFECTS ON THE VALUE OR PRICE OF, OR INCOME DERIVED FROM, 
CERTAIN INVESTMENTS.   

 

This communication is for informational purposes only and does not constitute, and should not be viewed as, an offer, invitation or solicitation in respect of securities 

or related other financial instruments nor shall it be construed as a recommendation for Fidante Partners to effect any transaction to buy or sell securities or related 
financial instruments on behalf of any recipient nor shall it, or the fact of its distribution, form the basis of or be relied upon in connection with, any contract or 

commitment in relation to such action. The securities that may be described in this communication may not be eligible for sale in all jurisdictions or to certain 

categories of investors. This communication is based upon information which Fidante Partners considers reliable, but such information has not been independently 

verified and no representation is made that it is, or will continue to be accurate or complete and nor should it be relied on as such. This communication is not 

guaranteed to be a complete statement or summary of any securities, markets, documents or developments referred to in this communication.  
 

Any statements or opinions expressed in this communication are subject to change without notice. Neither Fidante Partners, any member of the Challenger Limited 

group nor any of their directors, officers, employees or agents shall have any liability (including negligence), however arising, for any error, inaccuracy or 

incompleteness of fact or opinion, or lack of care, in this communication's preparation or publication; provided that this shall not exclude liability which Fidante 
Partners has to a customer under the Financial Services & Markets Act 2000 or under the Rules of the Financial Conduct Authority.  

 

This document contains certain forward-looking statements, beliefs or opinions. These statements concern future circumstances and results and other statements 

that are not historical facts, sometimes identified by the words "believes", "expects", "predicts", "intends", "projects", "plans", "estimates", "aims", "foresees", 
"anticipates", "targets", "may", "will" and similar expressions. Such statements reflect current views with respect to future events and are subject to risks and 

uncertainties because they relate to events and depend on circumstances that will occur in the future. These forward-looking statements are based on current plans, 

estimates, projections and expectations. These statements are based on certain assumptions that, although reasonable at this time, may prove to be erroneous. No 

statement in this document is intended to be a profit forecast. No representations or warranties, express or implied, are given as to the achievement or reasonableness 

of and no reliance should be placed on, such statements, including (but not limited to) any projections, estimates, forecasts or targets contained herein. Fidante 
Partners does not undertake to provide any additional information, update or keep current information contained in this document, or to remedy any omissions in or 

from this document. There are a number of factors that could cause actual results, developments, financial targets and strategic objectives to differ materially from 

those expressed or implied by statements in this document. Fidante Partners, nor any other person intends, and no person assumes any obligations, to update 

information or statements set forth in this document. You should not place reliance on forward-looking statements which speak only as at the date of this document.  
 

Where references to external resources such as internet websites are provided these are for reference purposes, and the external resources are not intended to be 

included as part of this publication; Fidante Partners plc has not checked and is not responsible for any external content, and makes no representation as to its 

reliability or accuracy.  
 

Any dispute, action or other proceeding concerning this document shall be adjudicated within the exclusive jurisdiction of the courts of England. All material contained 

in this document (including in this disclaimer) shall be governed by and construed in accordance with the laws of England and Wales.  

 
Fidante Partners is a wholly owned subsidiary of Challenger Limited, a company listed on the Australian Securities Exchange Limited. 

 

Fidante Partners Europe Limited 

Authorised and regulated by the Financial Conduct Authority 

Trades as Fidante Partners and Fidante Capital 
Registered Office: 1 Tudor Street, London EC4Y 0AH 

Registered in England and Wales No. 4040660 
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