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An increasingly uncertain economic outlook and rising policy uncertainty has impacted upon all asset classes over the last
12 months. Like other asset classes the emerging market ("EM") local currency debt asset class was buffered by markets
oscillating expectations of the pace of rate cuts by the US Federal Reserve, the economic and policy implications of Donald
Trump's Presidential election victory in the US and an array of other macro-economic, geopolitical, and other shocks that
have rolled across the globe in the recent past. Notwithstanding this uncertainty, the J.P. Morgan Government Bond Index-
Emerging Markets ("GBI-EM") Global Diversified Index in EUR unhedged terms rose 4.14% in 2024, slightly outperforming
the 3.62% return on developed world bonds (see Table 1). The first five months of 2025 has seen a deluge of geopolitical
and economic news, leading to a decline in the US dollar. Whilst this has had a positive impact on EM currency returns, the
Euro has also experienced an appreciation alongside. As a result, the EM index is broadly flat year to date, in Euro unhedged
terms. However, this compares quite favourably to the -3.95% return for developed market bonds over the same period. While
recent performance has been mixed, Colchester believes the asset class continues to offer attractive real yield potential, EM
currencies remain undervalued against the Euro, and robust EM fundamentals underpin the outlook. These positive factors
are likely to deliver favourable returns going forward.

Performance Year to Date

Some may be surprised at the strong year to date performance of the asset class given the recent turmoil in financial
markets. A number of favourable factors helped to offset some of the broader macro themes of 2024 to drive relative
returns. Early and assertive measures by EM central banks in 2021 and 2022 in response to the inflation shock increased
their credibility with investors and put them in a position to begin the easing cycle ahead of Developed Markets ("DM"), see
Chart 1. As the disinflation process became more visible and entrenched in EM markets this gave room for EM central banks
to begin lowering interest rates in 2023 and 2024, propelling positive bond market returns. Despite a stronger US dollar, EM
currencies benefitted from high short term real interest rates and deeply undervalued currencies in real terms in 2024. The
returns to date in 2025 have again been driven by sustained gains on the bond side, whereas stronger EM currencies have

been offset by an equally stronger Euro.

Table 1: Year-to-date Returns to end May 2025

Currency 2024 2025 YTD Return

JP Morgan GBI-EM Global Diversified (hedged) EUR 2.19% 2.76%
JP Morgan GBI-EM Global Diversified (unhedged) EUR 4.14% -0.38%
FTSE World Government Bond Index (hedged) EUR 0.67% 0.74%
FTSE World Government Bond Index (unhedged) EUR 3.62% -3.95%

Source: Bloomberg and FTSE. Year to date (YTD) return from 31st December 2024 to 31 May 2025.

The Potential Return Outlook

In considering the outlook for the asset class it is useful to break expected future returns into the return one may receive on
the underlying asset, i.e. EM bonds in this instance, and the return associated with the likely direction of the currencies in
which those assets are denominated, i.e. the basket of EM currencies associated with those bonds. Both elements contribute
to the potential total return. We consider each in turn from the perspective of a Euro-based investor.
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Potential Emerging Market Bond Returns

Inflation and Real Yields in Emerging Markets

In Colchester's investment framework, the prospective real yield is a key indicator of value. Historically, bond markets in
those countries with higher relative real yields have generated better returns than those with lower real yields. Accordingly,
after adjusting for the robustness, or otherwise, of a country's balance sheet, and the strength and quality of governance and
other ESG factors, we are drawn to countries with higher (adjusted) real yields. As the future ex-post real yield is unknown,

we focus on the outlook for inflation to determine our estimates of ex-ante or prospective real yields on offer.

Towards this end, inflation in the emerging world was buffeted over the last 3 to 4 years by the same supply and demand
shocks that the developed world was exposed to. Like elsewhere, there was a surge in inflation in response to the post-
pandemic supply chain disruptions, the subsequent demand shock driven by aggressive stimulus, and elevated food and
energy prices. Latin America and Central Europe were particularly hard hit, while the experience in Asia was more mixed'. As
global inflation pressures have receded, inflation has declined in a number of emerging markets at a similar, if not faster pace,
than that seen in some developed markets. Most notably this decline has been seen in Latin America, in economies such as

Mexico and Chile, where inflation has been on a clear downward trajectory after peaking in 2022.

The disinflationary process underway in many of the major Emerging Markets is hardly surprising given the pace and scale of
the monetary policy tightening that was undertaken. Not only were many EM central banks more conservative than their DM
counterparts in response to the Covid shock, as noted earlier, they also were much more aggressive in tightening policy in
the face of the deteriorating inflation outlook. In Mexico and Colombia for example, the respective central banks commenced
rate increases some 12 months before the US Federal Reserve (see Chart 1). This put them in a stronger position to begin

easing sooner as inflation declined.

Chart 1: The Evolution of Central Bank Policy Rates
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Source: Respective Central Bank sources, Bloomberg, Colchester Global Investors. Data from January 2020 to end May 2025.

" Inflation topped 25% in Hungary and rose to around 18% in Poland and the Czech Republic. The likes of Colombia, Brazil and Chile fared a little better, peaking somewhere
between 12% and 14%, while Mexican inflation peaked in line with the US at around 9%. In contrast, Indian inflation hardly deviated from its norms, Chinese inflation peaked at 3%
and Indonesian and South Korean inflation peaked around 6%. In comparison, Australian and Canadian inflation peaked around 8%, Swedish around 12%, the UK 11%, the Eurozone
10%, Norway and New Zealand 7%, and Japan 4%.
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However, both emerging and developed market economies now face considerable uncertainty as the global economy adjusts
to the US Administration's new tariff and trade policy. There is considerable uncertainty about the size, duration and coverage
of the proposed tariffs, and therefore the potential impact on global growth and inflation. Nonetheless the first-round impact is
likely to be inflationary, akin to a supply shock. The US is likely to see the largest move up in inflation as the tariffs on imported
goods into the US will be passed through (to various degrees) to the end consumer. The direct impact outside the US is less

clear, as in the absence of new or retaliatory tariffs on US exports there is no immediate impact on price levels in those countries.

Given the current environment we are confronted by greater complexity than normal when considering the outlook for inflation.
Nonetheless, we believe that the inflation outlook has deteriorated more in the US relative to the rest of the world. We also
see some upward pressure across Latin America and in other countries that are more exposed to the US economy. Nonetheless,
our forecasted inflation in the likes of Mexico, Brazil and Colombia, is contained relative to previous shocks that have negatively
impacted on the Latin American continent. In contrast, we see this as a disinflationary shock for China. Those countries across
Asia and elsewhere more integrated with China are also likely to see little to no additional inflation pressure.

Chart 2: Prospective Real Yields on Offer in the Emerging and Developed World as at May 2025
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Notes: 1. The prospective real yield for the 10 year sector is shown here for representational purposes. Colchester values up the 2, 5, 10 and 20 year sectors of the yield curve
when valuing a country. The final portfolio reflects the value on offer in these individual yield curve points. 2. The expected real yield for Euroland is calculated based on the 10

year German Bund yield and the Colchester forecast for inflation in the Eurozone. 3.Source: Colchester Global Investors, individual Central Bank CPI and PPI data, and Bloomberg.

Notwithstanding this evolving inflationary picture, prospective real interest rates remain high in a number of EM countries
compared to those in the developed world. This makes those markets attractive not only in absolute terms, but also relative
to their developed world counterparties, including the US Treasury market. This can be seen in Chart 2 showing Colchester's
prospective real yield estimates as at the end of May, which incorporates our initial assessment of the inflationary impacts of
the US tariffs. It is evident that the real yields on offer within a diversified basket of the emerging countries on the lefthand side
of the chart are significantly more attractive than those on offer in most DM countries. All else being the same this suggests EM

bonds have greater potential to generate higher returns going forward than those in the DM universe, including the Eurozone.
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Favourable Fundamentals

Some might argue that those higher real yields are justified given a perception that EM countries have weaker balance sheets,
poorer governance and worse ESG factors than the DM world, and the higher real yields simply reflect a higher risk premium. In
simple terms, countries with stronger balance sheets, better governance, greater respect for property rights, better educated
healthier workforces and higher social and environment standards, etc., typically generate better economic outcomes and
are more likely to pay their debt. We at Colchester agree that all these factors matter and explicitly integrate them into our
investment valuation framework. Where we would disagree with the view that the higher real yields are justified, is in the
interpretation or analysis of the current state of balance sheets, governance and other ESG factors in the emerging world

today. EM balance sheets in particular are more robust than many perceive.

Chart 3: Pre and Post Covid Primary Fiscal Balance in a Selection of Countries in the Developed and Emerging World
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Source: Colchester, IMF World Economic Outlook Database April 2025. Note:

The government primary fiscal balance is defined as the overall fiscal balance excluding net interest payments.

Over the past three decades or so there has been a 'silent' structural shift in the fundamental creditworthiness and balance
sheet strength of many countries still defined as "emerging economies". Many of those countries that once pursued unorthodox
policies and lived with the subsequent economic disruption and capital market dislocation that followed, reformed their
ways some two or more decades ago, and instead have become paragons of economic virtue in comparison. This is no more
apparent than in the credit rating of the emerging market opportunity set that comprises the local market EM debt universe.
The index is now solidly investment grade with only around 15% falling below the minimum investment grade credit rating.

In part, there has been a bit of a role reversal as a number of advanced economies today are struggling with weak balance
sheets and poor policy discipline. This was brought into sharp focus by the contrasting policy approaches taken in response
to the Covid pandemic shock, and many would argue, more recently by the seemingly erratic policy making in the US in early
2025. Many emerging markets not only demonstrated proactive and assertive monetary policy action throughout the Covid
pandemic and subsequent inflation shock, they also pursued more orthodox and prudent macroeconomic management than
that seen in much of the DM world. This heightened the increasingly divergent fiscal and government debt paths that the
developed and emerging world had been travelling along over the last couple of decades. More recently this can be seen on
Chart 3 which contrasts the average primary fiscal balance position between 2015 and 2019 (pre-Covid) with the levels in
2024 for a range of economies.
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While emergency fiscal spending was widely used to cushion the Covid shock and sustain activity, many countries surprisingly
have, to various degrees, maintained emergency spending levels in its aftermath. The persistence of meaningful fiscal support
has been more pronounced across the developed world. Traditional economic analysis would suggest that the size and
persistence of the ongoing fiscal deficits in the developed world have been inconsistent with the resilience and level of
economic activity in those countries. Such pro-cyclical fiscal policy has led to a further build-up of debt in those countries,
ironically at a time when their central banks were trying to cool the economy. In contrast, as is plainly evident in Chart 3,
many emerging markets were more prudent in response to the pandemic shock and quickly returned to more balanced fiscal
policies in its aftermath. Relative debt levels have responded accordingly.

Chart 4: Emerging and Advanced Economy Government Debt, Percent of GDP
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Source: IMF Fiscal Monitor. Latest available as of 2024, later are forecasts.

This paradox can also be seen in the evolution of government debt levels in each group since 2000. This is visibly apparent
on Chart 4 which shows the average debt levels for advanced economies, China, and emerging economies ex-China. It
may surprise some that the emerging markets as a group (excluding China) have been much more effective than their DM
counterparts at controlling debt levels over the last two to three decades. It can clearly be seen that not only do emerging
economies have much lower debt levels overall, the increase in debt has also been much more controlled. In contrast to its
emerging market peers, China has seen a rapid expansion of debt over this period. Since the GFC, government debt has more

than doubled in the country and this upward trend has continued in the post-Covid period.

Such relative balance sheet strength runs counter to many investors' perception that emerging market exposure is associated
with economically volatile and vulnerable economies. The term itself, "emerging markets" has its genesis in the 1980s and
1990s and is associated with the creation of the so called "Brady Bonds", the "Mexican Tequila Crisis", and the "Asian Bond
Crisis". However, some 30 to 40 years later, many of the countries at the epicentre of those events, Mexico, Thailand,
Indonesia etc., have transformed into solid investment grade countries. They have addressed their vulnerabilities and built
a track record of pursuing orthodox macroeconomic policy. Today, all have credible independent central banks, maintain
flexible currency regimes, have built a domestic savings industry, and fund themselves domestically in local currency. The
"Frontier Markets" of today — the likes of Sri Lanka, Egypt, Kenya, etc. — have characteristics more akin to the emerging

markets of the 1980s and 1990s, and in many respects, they may be thought of as the emerging markets of yester-year.
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In our opinion, the term itself "emerging markets" is a misnomer given the structural shift that has occurred over the past
three decades. The countries still commonly referred to as "emerging markets" today may be better thought of as investment
grade local currency markets.

Chart 5: Fiscal and Current Account
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Source: IMF World Economic Outlook, April 2025. Data uses average of 2023, 2024 and IMF forecast for 2025.
Note: DM in grey, EM in blue.

At Colchester, we always assess countries' balance sheet strength to give an insight into how they can withstand external
shocks (in this instance sustained US tariffs and a broader dislocation in economic activity). We anticipate countries with
stronger balance sheets will fare better in this environment. Specifically, those with strong external positions, with current
account surpluses, and positive or near balanced net international investment positions (NIIP) are likely to withstand the
shock better. Similarly, those with greater fiscal room may have the ability to support negatively impacted sectors and
promote a reallocation of resources and labour. Rather than retaliating directly with reciprocal tariffs, countries that can
afford to do so may be more inclined to respond with increased fiscal spending, supporting and promoting affected sectors.
Chart 5, providing an overview of both the fiscal and external balances for a selection of EM and DM countries, suggests a
number of EM countries have stronger relative balance sheets and therefore potentially have greater capacity to absorb an
external shock. Furthermore, when we consider how open EM countries are to trade, and what proportion of their trade is
with the US, we see little difference in the landscape to that when we survey the DM world. It is varied in both, with little
meaningful difference between the two. For example, Germany's and Sweden's total exports at around 50% of GDP are only
marginally lower than the average of 60% seen in Thailand and Poland. Similarly, the direct export exposure of Mexico to the
US is like that of Canada at some 80% of total exports.

This underappreciated absolute and relative balance sheet strength and changed structural characteristics underpinning
the countries deemed to be included in the EM opportunity set suggests that the immediate assumption that EM exposure
equates to higher risk is no longer valid. Rather the picture is more nuanced, and the higher relative and absolute real yields
on offer in the local currency debt space are more likely to be an opportunity, rather than a reflection of heightened risk.
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Undoubtedly higher nominal interest rates make debt servicing costs higher in a number of EM countries compared with
their DM counterparts, and there may be heightened volatility in the some 15% of the index that is below investment grade
- namely Brazil, South Africa, Dominican Republic and Turkey — nonetheless investors in the local currency debt asset class
should take some comfort that the vulnerability in the likes of Poland, Indonesia, and even Mexico where gross government
debt sits around 55% of GDP for example, is significantly less. Accordingly, the higher real yields on offer in those markets
is likely to be a structural tailwind for emerging market local currency bond returns over the medium term, enhancing the

attractiveness of the asset class.

Potential Emerging Market Currency Returns

The second potential driver of returns is the currency element. In simple terms, if the basket of currencies associated with
the foreign assets held (in this case EM currencies) is expected to appreciate against the Euro then this provides a further
structural tailwind for returns in the emerging market bond asset class? The converse also holds true.

When thinking about the potential return, volatility and correlation characteristics in the emerging market space, asset
allocators often focus on the return profile in unhedged US dollar terms. In part this is a quirk of history as both EM bond and
equity returns have traditionally been reported in US dollar terms. Whilst that may be relevant for a US dollar-based investor,
it is not the case for other investors "denominated" in their base currencies. What's relevant for a Euro-based investor for
example, is the return profile, volatility and correlation characteristics of the asset class in Euro's.

Furthermore, the potential impact of US dollar strength on the highly rated emerging markets that comprise the standard
local currency bond opportunity set has diminished. To the extent that US dollar strength often coincides with a tightening of
global financial conditions that puts pressure on those emerging and frontier economies with weaker balance sheets, running
sustained current account deficits, or dependent upon foreign capital, then the cycle in the US dollar is relevant. The corollary
of US dollar strength is counterparty currency weakness that potentially places upward pressure on inflation and prompts
a deterioration in credit quality in those countries. Whilst this mechanism plays out to various degrees across developed,
emerging and frontier markets alike, it primarily impacts those countries with weak balance sheets, dependent on foreign
capital, or funding themselves in US dollars.

Whilst clearly a continuum, the structural changes discussed above suggest that the emerging market local currency bond
opportunity set is not as vulnerable to swings in the US dollar as it once was, particularly as their dependency on US dollar
funding has reduced dramatically. Today, on average approximately 85% of government debt in the EM opportunity set is
funded in domestic currency and of that, some 80% is held by local investors domiciled in those markets. The risk of capital
flight is significantly reduced in these circumstances. Furthermore, the deepening of domestic savings industries in these
countries has produced natural buyers of domestic debt that view their own government bond market as the risk-free asset.
Gone are days when those investors would view US Treasuries as their risk-free asset. Today, for example, the risk-free asset
for a Chilean or Thai pension fund is a Chilean or Thai government bond denominated in Chilean peso or Thai baht.

Similarly, the transmission of US dollar strength into domestic inflation is partly a function of income levels and the percentage
of food, energy and other necessities in each country's consumer price baskets. Countries at the lower end of the emerging
spectrum and those in the frontier markets tend to have lower incomes and greater exposure to these essential goods prices,
thereby exposing them to greater imported inflation volatility. While still exposed to the potential pass-through of currency
depreciation into inflation, the declining proportion of "essentials" in the consumer baskets and rising incomes has reduced
the vulnerability of many of the countries in the EM opportunity set. This declining sensitivity can be seen in the rising
income level within the EM debt space. In the approximate 20 years since inception of the local currency debt index in 2003,

2 If all foreign assets are hedged back into the domestic currency, then the potential for positive or negative currency returns is negated.
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the percent of Low and Lower Middle-Income countries in the index has dropped from 35% to 2%, and the proportion of High-
Income countries has increased from zero to 23%°. This is consistent with the improving balance sheet and creditworthiness

trend discussed above.

To the extent that the direction of the US dollar still matters for some currencies in the EM debt opportunity set, it is useful to
consider where it currently is in the valuation cycle. If it is overvalued and expected to decline over the medium term, then the
potential balance sheet and inflation pressures discussed above are likely to be less pressing. Since the inception of the EM
local currency debt index, there have been three distinct episodes in the US dollar, (1) the depreciation in the first seven to
eight years of this century, (2) the major appreciation that took place from 2011 to 2022 (even though this extended upward
trend in the Dollar did see periods of weakness in 2017 and 2020) followed by a further post covid lift, and (3) a period of
consolidation over 2008-2011, (See Chart 6).

To determine the current valuation of the US dollar we turn to an assessment of the real exchange rate. Historically this
has proved to be a useful metric with which to assess the relative value of currencies over the medium term and underpins
our currency valuation framework at Colchester. Our current assessment of the real value of the US dollar suggests that it
may have peaked towards the end of 2022 and may now be in another cycle of US dollar depreciation, similar to that seen
in the early 2000s. Colchester estimates that the US dollar reached an overvaluation in real terms of close to 30% against
an equally weighted basket of five major developed world currencies* in late 2022. Whilst the US dollar has weakened a
little since then, it has remained at extremely overvalued levels throughout 2024 and into early 2025, according to our real
exchange rate analysis. Assuming, as the weight of historical evidence suggests, this super-cycle in the US dollar is likely
drawing to a close, and the probability of a retracement back towards fair value is increasing, then the inflationary and
balance sheet pressures that may have been a structural headwind for some emerging markets are likely to ease, if not
reverse. In these circumstances, the risk of further US dollar strength negatively impacting on emerging currency returns is

reduced, leaving fundamental valuations to drive currency returns going forward.

Chart 6: Cycles in US Dollar Exchange Rate
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Source: Dollar Index from Bloomberg, Colchester Global Investors. Data from December 2002 to end May 2025.

3 Source World Bank Income definitions. The comparison uses December 2002 and July 2024 data.

“The Euro, British pound, Japanese yen, Canadian dollar, and Norwegian krone.
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Notwithstanding the point that the current over-valuation of the US dollar reduces the likelihood of further appreciation
increasing vulnerabilities in the emerging currency space, the current valuation of these currencies against the Euro is more
relevant for an Euro-based investor. Should EM currencies be undervalued against the Euro, it would suggest the potential
for positive future currency returns as those currencies appreciate towards fair value against the Euro.

Chart 7 shows real exchange rate estimates for both developed and emerging world currencies as at the end of May
2025. Whilst the Euro was undervalued on this metric against the US dollar, it is overvalued against a range of DM and EM
currencies to its right on the chart. An equally weighted basket of EM currencies is undervalued relative to the Euro by some
5% in real terms, while a number of individual EM currencies are meaningfully more undervalued. This suggests EM currencies
are more likely than not to appreciate against the Euro over the medium term, providing a potential return tailwind for
unhedged EM denominated assets. At the very least it suggests that any positive bond returns, being delivered by the higher
real and nominal yields on the bond side of the EM local currency debt asset class, are unlikely to be eroded by EM currency
weakness over the medium term. Additional gains also may be sourced by exposure to a range of emerging currencies that
are more undervalued versus the Euro than the average.

Chart 7: Real Exchange Estimates Versus US Dollar as at end May 2025
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Source: Colchester Global Investors, individual Central Bank CPI and PPI data, Bloomberg and WMR.
Hard or Local Currency?

No discussion on EM debt can exclude the two distinct sub asset classes 'hard versus local currency' debate, and historically
the direction of the US dollar has been closely linked with the performance of EM assets. When the US dollar strengthens,
this often coincides with a tightening of global financial conditions putting pressure on those emerging economies with
weaker balance sheets, running current account deficits, or dependent upon foreign capital. It also typically leads to currency
weakness amongst the EM currencies, placing upward pressure on EM inflation, and prompting a deterioration in credit quality.
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This mechanism also plays out in the DM world to various degrees. It is worth noting that the commonly used index of the EM
hard currency asset class consists of around 50% investment grade countries and 50% below investment grade, which is in
stark contrast to just 15% in below investment grade for the local currency index. This credit differential may be expected to
have an impact on relative returns between the two EM sub classes at various stages of the cycle.

Furthermore, Chart 6 above highlighted the distinct cycles in the US dollar. Looking at the respective US dollar returns of
the local and hard currency EM bond classes over these periods, unsurprisingly it is readily apparent that they are highly
correlated with the direction of the Dollar (Table 2). The hard currency index outperformed relative to the local index when
the Dollar strengthened and underperformed when it weakened. In absolute terms local currency debt produced attractive
positive returns in both periods of US dollar weakness and consolidation, whilst unsurprisingly performing poorly in the period
of US dollar strength. There are other elements to this, such as the generalised global inflation of 2021/22 but nonetheless
what Chart 8 demonstrates is a statistically significant relationship between movements in the US dollar and the return
on the local currency EM debt index. Further analysis also supports the assertion that local currency EM debt outperforms
hard currency debt in an environment of a declining Dollar. Looking forward, this makes the direction of the Dollar from here
critical to the outlook for EM debt.

Table 2: EM Debt Returns in Various US Dollar Cycles

Annualised Returns (USD terms)

Hard Currency EM Debt Local Currency EM Debt

DXY Change
JP Morgan EMBI GD JP Morgan GBI-EM GD
USD weakness Dec 2002 - Mar 2008 -29.5% 11.4% 15.4%
Consolidation ~ Mar 2008 - Apr 2011 1.6% 9.0% 11.8%
USD Strength  Apr 2011 - Sep 2022 53.7% 2.6% -1.9%

Source: Bloomberg, JP Morgan. Colchester Global Investors. DXY is the US Dollar Index. Hard Currency EM is the JPM Emerging Markets Bond Index (EMBI)
Global Diversified Index, and Local Currency EM is the JPM GBI-EM Global Diversified Index USD Unhedged.

Chart 8: Relationship Between Local Currency Debt Returns and Movement in the US Dollar
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Ultimately, Colchester's outlook for the US dollar is not predicated on a forecast of US government policy, rather history
suggests that fundamentals will exert themselves at some point. We firmly believe that real exchange rates are a key driver
of long-term exchange rate shifts, and this is what indicates to us that the US dollar may be about to enter a period of
weakness following a prolonged period of relative strength. Shifting perceptions about the US's ability to sustain its" twin

deficits", an undermining of institutions and perceived policy inconsistences may accelerate this adjustment.

Comparing Apples and Oranges in the Asset Allocation Decision

Given our expectation of a gradual depreciation in the US dollar over the coming years — and — the historical evidence
suggesting a preference for local currency EM debt over hard currency EM debt in such an environment — investors must
carefully evaluate the volatility and correlation characteristics of local currency EM debt relative to other asset classes. For
Euro-based investors, EM debt is often assessed alongside other non-Euro Aggregate Index components, such as Euro high
yield or global corporate credit. While local currency EM debt is frequently perceived as highly volatile — —largely due to its
currency exposure — this perception should be assessed against the volatility of alternative fixed income allocations. In many

cases, the relative risk profile may be more favourable than commonly assumed.

The Aggregate Diversification Characteristics of the EM Local Currency Debt
Asset Class

The diverse composition of both bond markets and currencies within the standard EM index offers Euro-based allocators
a potentially compelling opportunity for return enhancement and portfolio diversification — particularly when compared to
alternatives like Euro high yield or global corporate credit. On the face of it, the unhedged currency component would imply,
on average, higher volatility for local currency EM debt relative to predominantly Euro-denominated fixed income assets.
However, three-year rolling volatility since the mid-2000s has averaged around 9% for both local currency EM debt and Euro

high yield, and 7% for Euro unhedged global corporates (see Chart 9).

However, these averages obscure the fact that volatility is not static. In recent years, Euro high yield has experienced
significant spikes in volatility. Periods such as the Global Financial Crisis, and more recently in the post-COVID normalisation
of interest rates, saw an outsized increase in volatility highlighting a greater exposure to shocks. In contrast, local currency
EM debt has exhibited greater stability, and is now less volatile than not only Euro high yield but also global corporate credit.
This is likely supported by the earlier and more proactive inflation-fighting measures taken by EM central banks since 2021,
and improving relative trend in balance sheet strength. This narrowing in volatility challenges conventional assumptions

about relative risk. We are now at a point whereby there is little difference in volatility between the asset classes.
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Chart 9: Rolling 3 Year Volatility of EM Local Currency Debt, Euro High Yield and Global Corporate Credit
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Source: JP Morgan, Bloomberg, Colchester. Data from December 2005 to end May 2025, all in Euro unhedged terms. EM Local Debt is the JPM GBI-EM Global Diversified Index,
Euro High Yield is the Bloomberg Pan-European High Yield Index, and Global Corporate Credit is the Bloomberg Global Aggregate Corporate Index.

Turning to correlation characteristics relative to the Euro Aggregate Bond Index reveals further noteworthy insights (Chart
10). As expected, global corporate credit exhibits the strongest relationship, with an average correlation of approximately 0.6
over the past two decades - largely due to the shared government bond component in both asset classes. In contrast, both
EM local currency debt and Euro high yield display significantly lower correlations to the Euro Aggregate Index, averaging
0.39 and 0.28 respectively over the same period. The recent rise in correlation of both in the post Covid period may be

attributed to the generalised increase in interest rates that impacted upon all fixed income sectors.

While differences in credit quality — EM local currency debt being predominantly investment grade versus the sub-investment
grade nature of Euro high yield — are important, investors should also consider the underlying return drivers and intra-asset
class correlations. Euro high yield returns are heavily influenced by Eurozone interest rate movements, resulting in higher
cross-correlations among its constituents. Conversely, EM local currency debt benefits from greater diversification, driven by
low cross-country correlations. These arise from varying inflation dynamics, monetary policy responses, and economic cycles

across emerging markets, further enhanced by the distinct drivers of returns between a country's bond and currency markets.
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Chart 10: Correlation of EM Local Currency Debt, Euro High Yield and Global Corporate Credit
with the Euro Aggregate Bond Index
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Source: JP Morgan, Bloomberg, Colchester. Data from December 2005 to end May 2025 all in Euro unhedged terms. EM Local Debt is the JPM GBI-EM Global Diversified Index,
Euro High Yield is the Bloomberg Pan-European High Yield Index, Global Corporate Credit is the Bloomberg Global Aggregate Corporate Index.

What is the Current Valuation Opportunity in EM Local Debt for a Euro Investor?

A primary driver of whether to invest in the EM local currency asset class within a diversified portfolio depends on the
valuation on offer. We believe that our prospective real yield and real exchange rate framework provides a useful valuation
metric within which to assess potential medium-term returns. Both the benchmark and Colchester portfolio bond and
currency exposures can be converted into a potential real return by multiplying their respective weights by the prospective
real yield and real exchange rate® on offer in each market. This provides us with an indicator of value.

Chart 11 shows Colchester's estimates of the potential "value" on offer in both the JP Morgan GBI-EM Global Diversified Index
and in the Colchester Emerging Markets Bond Strategy in Euro unhedged terms as at the end of May 2025. The attractive
prospective real yields on offer in the opportunity set, combined with the undervaluation of emerging market currencies
versus the Euro, make a compelling valuation case. Notwithstanding recent global financial market volatility across a range of
asset classes, the underlying trend improvement in the inflation outlook in several emerging market countries in conjunction
with the high nominal yields on offer in those markets, suggests a prospective real yield bond return of around 3% on the

benchmark, and something around 5% on the Colchester program.

As noted, our real exchange rate valuations point to the Euro being very overvalued relative to other currencies within the
EM opportunity set. Therefore, given the real exchange rate undervaluation of EM currencies versus the Euro, it suggests
another 1% to 2% of intrinsic value from holding the benchmark currencies and the Colchester program respectively on the
currency side. Combining both bond and currency returns suggests a potential real return of around 4% on the benchmark

and 7% on the Colchester program.

5 Assuming an average 5-year mean reversion of the real exchange rate to fair value.
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Chart 11: Potential Real Value on Offer for a Euro-based Investor
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Source: Colchester. Data as at end May 2025. Currency real value is a function of the real exchange rate and real yield differential. Currency is translated into an equivalent real
yield by dividing portfolio aggregate real exchange rate undervaluation (versus the EUR) by 5. This assumes a 5-year reversion to fair value. This enables bonds and currency to

be added to produce a prospective real yield for the combined portfolio. Note numbers may not add due to rounding.

Although the valuations cited reflect conditions as of end-May 2025, a broader historical perspective indicates that current
levels represent some of the most compelling valuations in the history of the local currency emerging markets asset class
(Chart 12).

Chart 12: Colchester Programme and Index Combined Currency and Bond Valuation for a Euro-based Investor
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Combined of bond prospective real yield (10-year nominal yield in each market, minus Colchester's forecast of inflation) and currency real yield (equivalent real yield by dividing
portfolio or benchmark aggregate real exchange rate undervaluation (versus the EUR) by 5). The difference shown is the 3-month moving average of the difference between the
portfolio and benchmark combined valuations. Data as at end May 2025. Benchmark is the JP Morgan GBI-EM Global Diversified.
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Conclusion

For those investors who appreciate the significantly changed structural characteristics of the emerging markets that comprise
the local currency bond space there is attractive value on offer. The name "Emerging Markets" and the biases associated
with it are no longer relevant for much of this opportunity set. Many have "emerged" into solid investment grade countries.
The moniker no longer fits, it is better suited to the Frontier Markets which may be thought of as "the emerging markets
of yester-year". The diversity on offer across the opportunity set provides interesting diversification, correlation and return
characteristics for a Euro-based investor. The historical evidence directly challenges the perception that emerging markets

are highly volatile, overly risky, and are likely to fall more at a time of stress.

Compelling prospective real yields, prudent monetary policy, improved macroeconomic stability across much of the EM local
currency debt space, and meaningful real currency undervaluation all provide a positive backdrop for the asset class going
forward. Moreover, in our opinion it can provide attractive diversification characteristics within a broad portfolio allocation,
particularly when compared to fixed income sectors such as global corporate debt, both investment grade and high yield.
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COLCHESTER GLOBAL INVESTORS - IMPORTANT INFORMATION

Risk Disclosures

Colchester Global Investors ("Colchester") deems this to be a marketing communication and, for prospective fund
investors, is qualified in its entirety by reference to the more complete information contained in the relevant fund's
offering documents. This material has been prepared exclusively for use with professional or institutional investors
and is not suitable for retail investors. Investors should seek professional advice before making an investment. Past
performance is no guarantee of future performance and the value of any investment may fall as well as rise. Investment
in the products mentioned in this document puts your capital at risk, and you may lose some or all of your investment.
No part of this document may be reproduced or published in any form or by any means without Colchester's prior
written permission.

Unless otherwise stated, this document reflects Colchester's views, opinions and composites of 31 May 2025. In
respect of the products and strategies mentioned in this document, the information is provided for illustrative purposes
only and is intended only for professional clients and third-party intermediaries. Opinions expressed in this document
may be changed without notice at any time after publication. Notwithstanding our fiduciary duties to existing clients,
Colchester makes no representation or warranty as to the accuracy or completeness of the information in this document
and disclaims all liability for any direct, indirect, consequential or other losses or damages including loss of profits
incurred by you or any third party that may arise from reliance on this document.

Performance for these purposes is defined as results of a portfolio (or portions of a portfolio that are included in
extracted performance, if applicable). Unless shown otherwise, all returns are illustrated as gross of fees. Gross returns
do not reflect the deduction of fees and expenses, which would inevitably reduce the client's returns. Clients may
request net performance results at fees agreed in their Investment Management Agreement or Prospectus/Offering
documents at any time. A full performance document in compliance with Global Investment Performance Standards
(GIPS ©) is available upon request. Additional information regarding policies and procedures for calculating and
reporting returns is also available on request. Nothing in this document should be construed as providing any type of
investment, tax or other advice, or be considered a solicitation, recommendation, endorsement or offer to purchase or
sell any financial instrument.

There is no guarantee that the investment approach, techniques, or strategies utilised by Colchester will be successful
or profitable. There can be no assurance that the specific trading strategies utilised will produce profitable results. Any
factor that would make it difficult to execute trades, such as reduced liquidity or extreme market developments could
have an adverse effect on performance. Investing in frontier markets involves a greater risk of loss than investing in
more developed markets due to, among other factors, greater illiquidity, regulatory, political, tax and economic risks.

Responsible investing is an integral part of the investment process, however Colchester never makes investment
decisions based solely upon Environmental Social Governance (ESG) factors. Unless specified in the client Investment
Management Agreement or offering documents, specific assets with poor ESG ratings may not be excluded from
portfolios. Client strategies which invest on the basis of sustainability/ ESG criteria involves qualitative and subjective
analysis. There is no guarantee that the determinations made by Colchester will be successful and/or align with the
principles of specific investors.

Prospective investors and clients should be aware that any investment involves a degree of risk. The return of your
investment may increase or decrease as a result of currency fluctuations if your investment is made in a currency other
than that used in the past performance calculation within this document.

Where foreign securities are included in a portfolio there may be potential constraints on liquidity and the repatriation
of funds, macroeconomic risks, political risks, foreign exchange risks, tax risks, settlement risks; and potential limitations
on the availability of market information. Clients and potential investors acknowledge the inherent risk associated with
the selected investments and that there are no guarantees.
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This is not a research report and is not intended as such. Certain information in this document may constitute forward-
looking statements. Due to the various uncertainties and actual events, the actual performance of the markets may
differ materially from those reflected or contemplated in such forward-looking statements. As a result, clients/investors
should not rely on such forward-looking statements in making any investment decisions.

This document may contain information obtained from third parties, including ratings from credit ratings agencies.
Reproduction and distribution of third party content in any form is prohibited, except with the prior written permission
of the related third party. Third party content providers do not endorse or recommend the securities or products
discussed herein, nor do they guarantee the accuracy, completeness, timeliness or availability of any information,
including ratings (negligent or otherwise), regardless of the cause, or for the results obtained from the use of such
content. Third party content providers give no express or implied warranties, including, but not limited to, any warranties
of merchantability or fitness for a particular purpose or use. Third party content providers shall not be liable for any
direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal
fees, or losses (including lost income or profits and opportunity costs or losses caused by negligence) in connection
with any use of their content, including ratings. Credit ratings are statements of opinions and are not statements
of fact or recommendations to purchase, hold or sell securities. They do not address the suitability of securities for
investment purposes and should not be relied on as investment advice.

Information concerning the calculation of statistics used for portfolio characteristics is available upon request. Various
industry standards, indices and industry performance comparative data are provided in this document and are detailed
where appropriate. These include indices from FTSE, Bloomberg, MSCI, JP Morgan and ICE. Data is sourced additionally
from Bloomberg and Datastream.

London Stock Exchange Group plc and its group undertakings (collectively, the "LSE Group"). ©LSE Group 2025. FTSE
Russell is a trading name of certain of the LSE Group companies. FTSE® is a trade mark of the relevant LSE Group
companies and is used by any other LSE Group company under license. "TMX®" is a trade mark of TSX, Inc. and used
by the LSE Group under license. All rights in the FTSE Russell indexes or data vest in the relevant LSE Group company
which owns the index or the data. Neither LSE Group nor its licensors accept any liability for any errors or omissions
in the indexes or data and no party may rely on any indexes or data contained in this communication. No further
distribution of data from the LSE Group is permitted without the relevant LSE Group company's express written
consent. The LSE Group does not promote, sponsor or endorse the content of this communication.

Bloomberg Index Services Limited. BLOOMBERG?® is a trademark and service mark of Bloomberg Finance L.P. and its
affiliates (collectively "Bloomberg"). Bloomberg or Bloomberg's licensors own all proprietary rights in the Bloomberg
Indices. Neither Bloomberg nor Bloomberg's licensors approves or endorses this material, or guarantees the accuracy
or completeness of any information herein, or makes any warranty, express or implied, as to the results to be obtained
therefrom and, to the maximum extent allowed by law, neither shall have any liability or responsibility for injury or
damages arising in connection therewith.

Information has been obtained from sources believed to be reliable but J.P. Morgan does not warrant its completeness
or accuracy. The Index is used with permission. The Index may not be copied, used, or distributed without J.P. Morgan's
prior written approval. Copyright 2025, J.P. Morgan Chase & Co. All rights reserved.

There can be no assurance that professionals currently employed by Colchester will continue to be employed by the
firm or that a level of experience or past performance is indicative of future performance or success.

Information about how to make a complaint, any right to compensation and any cancellation rights will be provided to

you upon request.

Regulatory Information

Colchester is an employee-owned firm headquartered in London and has regional offices in New York, Singapore, Dublin,
Madrid, Munich, and Dubai with a representative office in Sydney, Australia.
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*  Colchester Global Investors Limited is authorised and regulated by the Financial Conduct Authority in the United
Kingdom. Colchester is also registered with the Securities and Exchange Commission in the USA.

*  Colchester Global Investors Limited is registered with the Securities Commission of The Bahamas, as the investment
manager for an investment fund licensed as a Smart Fund model 003, in accordance with the provisions of the Investment
Funds Act, 2019.

*  Colchester Global Investors (Singapore) Pte. Ltd holds a capital markets services licence in fund management issued
by the Monetary Authority of Singapore. Colchester Global Investors (Singapore) Pte. Ltd also holds an offshore
discretionary investment management services licence issued by the Financial Services Commission of Korea.

*  Please note the following in respect of Colchester's regulatory status in Australia: (i) neither Colchester Global
Investors Limited nor Colchester Global Investors (Singapore) Pte. Ltd. holds an Australian financial services licence
for the provision of certain financial services, and both entities are exempt from the requirement to hold an Australian
financial services licence under the Corporations Act 2001 (Cwlth) in respect of the financial services Colchester
provides; (i) Colchester Global Investors Limited is authorised and regulated by the Financial Conduct Authority of the
United Kingdom under UK laws, which differ from Australian laws; (iii) Colchester Global Investors (Singapore) Pte. Ltd.
is regulated by the Monetary Authority of Singapore under Singapore laws, which differ from Australian laws. Therefore,
Australian wholesale clients are not necessarily subject to the same types of legal protections or remedies that they
would enjoy if Colchester was directly subject to the Corporations Act. Colchester is entitled to offer its financial
services in Australia pursuant to an exemption from the requirement to hold an Australian Financial Services Licence
under the Corporations Act, on the basis, among other things, that the clients are "wholesale clients" within the meaning
of the Corporations Act.

*  Colchester Global Investors (Singapore) Pte. Ltd is licensed as a financial services provider by the Financial Sector
Conduct Authority (licence number 53343) in South Africa.

+  Colchester Global Investors Middle East Limited is regulated by the Dubai Financial Services Authority for the provision
of Managing Assets, Advising on Financial Products and Arranging Deals in Investments. All communications and services
are directed at Professional Clients only. Persons other than Professional Clients, such as Retail Clients, are not the
intended recipients of Colchester Global Investors Middle East Limited's communications or services. Colchester Global
Investors Middle East Limited is a company established in the Dubai International Financial Centre (DIFC) pursuant to
the DIFC Companies Law with registration number CL 3239.

*  Colchester Global Investors Inc. is a wholly owned subsidiary of Colchester Global Investors Limited. It is not permitted
to provide investment advice or otherwise engage in a regulated activity.

*  Colchester Global Investors (Dublin) Management Limited is authorised and regulated by the Central Bank of Ireland in
Ireland. Colchester Global Investors (Dublin) Management Limited, Sucursal en Espafia is a branch of Colchester Global
Investors (Dublin) Management Limited established in Spain and supervised by the CNMV. Colchester Global Investors
(Dublin) Management Limited, German Branch is a branch of CGIE established in Germany and supervised by the
Federal Financial Supervisory Authority (BaFin).

THIS DOCUMENT IS INTENDED FOR PROFESSIONAL USE ONLY AND IS NOT FOR PUBLIC DISTRIBUTION. IT MAY CONTAIN
INFORMATION THAT IS PRIVILEGED, CONFIDENTIAL OR EXEMPT FROM DISCLOSURE UNDER APPLICABLE LAW. IF YOU
HAVE RECEIVED THIS COMMUNICATION IN ERROR, PLEASE DISREGARD AND DELETE IT AND DO NOT DISSEMINATE THE
CONTENTS TO ANY OTHER PERSON.

THIS DOCUMENT DOES NOT CONSTITUTE A PROSPECTUS OR OFFERING CIRCULAR TO SUBSCRIBE FOR ANY SECURITIES.
POTENTIAL INVESTORS MUST REVIEW THE RELEVANT PRODUCT OFFERING DOCUMENTS OR INVESTMENT MANAGEMENT
AGREEMENT, AND IN PARTICULAR, THE RISK DISCLOSURES SET OUT THEREIN.
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