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Monthly Commentary: December 2025

Global High Yield Bond

P Investsin a broadly diversified portfolio of high yield bonds issued across the
US and Europe

P The four strong portfolio management team are supported by a wider fixed
interest investment team of around 30 investment professionals

P Individual bonds carefully selected based on extensive ‘bottom-up’ research
to target those bonds believed to offer the best risk and return characteristics

Market Review - History was made

November ultimately delivered a sharp mid-way shift in tone, initially defined by market concerns
around data delays as the US government shutdown continued into November, and hawkish Fed
speak pushed out expectations for a December cut. At the same time, debt markets began to
grasp the scale of funding required for the extraordinary capital demands of Al infrastructure
buildouts, highlighted by the concessions required for jumbo deals from Alphabet and Meta. As
the month progressed, the backdrop shifted: the government-shutdown threat faded, rate-cut
expectations resurfaced, and equity volatility eased, allowing risk assets to rebound. By month-
end, the S&P 500 eked out its seventh straight monthly gain, and global HY spreads fully retraced
their early widening to finish 7 bps tighter at 287 bps.

On an unhedged total-return basis, the Bloomberg Global High Yield Corporate Index gained
0.5% in November (+0.4% hedged to GBP). Rating-level dispersion remained pronounced: Bs and
BBs returned 0.7% and 0.6%, respectively, while CCCs fell 0.3%. The weakness in CCCs was driven
by the U.S. market, where Bs and BBs each gained 0.7% but CCCs declined 0.2% for a second
straight month. Europe told a different story, where CCCs rallied 1.5% as several idiosyncratic
issuers drove the reversal of what had been a downward trend in YTD returns, while Bs and BBs
posted more modest gains of 0.03% and 0.2%.

YTD Euro High Yield Bond Returns by Rating
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Charts sources:
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From an industry perspective, media and entertainment led with a positive return of 1.4%, driven
by several U.S. based issuers benefiting from favorable news, either as potential takeover
targets or through a strategic partnership. Pharmaceuticals (+1.2%) was another top performer,
supported by names that exceeded earnings expectations, while automotive (+1.0%) gained on
short-covering momentum. Conversely, cyclically sensitive sectors such as building materials
and chemicals continued to face pressure, declining by 0.5% and 0.4%, respectively. In particular,
European chemical spread performance remains weak and continues to widen relative to the
broader European HY market due to lower global GDP growth, ongoing geopolitical tensions, and
trade policy implications. The European gaming sector also fell 1%, following the UK November
2025 budget announcement, which will nearly double the “Remote Gaming Duty” from 21% to
40% beginning in April 2026 - a shift that disproportionately impacted several online gaming
operators.

YTD - PE HY Chemicals are wider versus the PE Index
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High-yield (HY) issuance was robust with U.S. gross supply reaching $24.9bn in November,
surpassing October’s $18.7bn and bringing year-to-date (YTD) volume to $310.1 bn. In Europe,
issuance totaled €10.5bn and pushed YTD gross volume to a record €135.4bn. A continued,
robust demand for yield, and declining borrowing costs together have supported the ongoing
high level of HY issuance. At the same time, default and liability management exercise (LME)
volumes also climbed to a YTD high, with HY bond volume outpacing loan volume for only the
second time in the past 24 months. Notably for the month, New Fortress became the second-
largest default exchange YTD and the eighth largest since the post-pandemic period.

Default / Liability Management Exercise Monthly Volume Reached a
YTD High in November
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Performance

The IFSL Marlborough Global High Yield Bond Fund lagged the Bloomberg Global High Yield
Corporate Index (“Index”). Relative underperformance reflected the Fund’s defensive tilt,
which lagged in November’s risk-on rebound in cyclical areas, including chemicals recovering
from earlier-year weakness. Positive offsets came from the Fund’s underweight to high yield
technology and capital goods, both of which underperformed the Index, further supported by
favorable credit selection in these sectors.

Company News

Ardagh Group: Ardagh Group, which is among the largest glass packaging and metals
packaging companies globally, completed an out-of-court restructuring that will hand control
of the company over to former unsecured creditors, with founder Paul Coulson departing the
business. Ardagh was able to accomplish significant maturity extension, pushing out its 2026 15t
lien maturities to 2030 in exchange for higher coupons and equitising its unsecured maturities
due in 2027. Investors also funded $1.5B in new money to facilitate the refinancing of an Apollo-
owned unrestricted subsidiary obligation that encumbered the equity owned by Ardagh in
Ardagh Metals Packaging, a publicly listed metal cans subsidiary. With significant maturity
runway, Ardagh can see through to a recovery of glass volumes and pricing as the cycle begins
to turn and can realise significant sum-of-the-parts value by potentially disposing of its metals
subsidiary.

Altice International: Altice International announced that it has designated the subsidiaries
housing their Portugal and Dominican Republic cable & wireless business as unrestricted.
Simultaneously, they have announced 750m EUR of new debt raised against Portugal assets with
another 2B EUR of permitted debt, which is largely viewed as the opening gambit in a liability
management exercise that would seek to capture discount from creditors and extend maturities.
A majority of creditors are party to a cooperation agreement that prevents non-pro-rata deals
among the existing investor base and continues to negotiate with Altice on proposed solutions
for their large maturities, which come due beginning in 2027. Similar tactics were attempted by
Altice France prior to their Scheme of Arrangement where a negotiated solution was achieved
that significantly exceeded market expectations of value at the time.

New Fortress Energy: One of the largest midstream issuers by par outstanding, New Fortress
Energy (which is not owned by the fund) missed a November interest payment and entered

a 30-day grace period. This represents the 4th largest payment default in the post-COVID

era. The company has significantly expanded over the last several years, levering to acquire

LNG regasification import terminals in various emerging market geographies. The significant
acquisition spending and capital expenditures to expand their asset base became unsustainable
as they were unable to source LNG cheaply enough to deliver gas to market at an attractive
economic margin. A prior LME and enormous capital requirements to run the business are likely
to result in a very minimal recovery to formerly 18t lien (now 2"9 out) creditors and weak recoveries
even for current 1st lien (1st out) paper, trading in the high-20s.

UK Gaming: The UK November 2025 budget increase taxes on online gaming from 21% currently
to 40% starting in April 2026, as well as an increase in online sports betting (excl. horse racing)
from 15% to 25% beginning April 2027, both of these are substantially higher than expected. Price
action was most negative in Evoke (-10pts), which could see impacts of up to 37% of total EBITDA,
and Intralot (-4pts), which also expects roughly 32% of EBITDA to be impacted. While Flutter and
Entain are also negatively impacted, the impact is generally expected to be ~8% of EBITDA owing
to geographically diversified businesses and significantly healthier balance sheets to weather any
impact. Flutter and Entain price action largely limited to -0.25pt. All credits anticipate significant
mitigation efforts (e.g. odds or other economic offsets, reduced).

Monthly Commentary Global High Yield Bond 30F6



Sinclair Broadcasting goes hostile for Scripps: U.S. Broadcaster M&A heating up as
expectations of consolidation continue to drive sector performance. Sinclair has built an 8.2%
stake in Scripps and is making its case directly to shareholders on the benefit of consolidation.
With the market anticipating a high probability that the credits merge, whether by board-
approved or hostile transaction, Scripps rallied 3 to 7pts across the capital stack to trade closer to
Sinclair on a relative value basis.

Worldline: French Government (BPI France), BNP and Credit Agg (existing shareholder) back
€500mn Capital Raise to accelerate investment in Technology. This is intended to fix the longer
term outlook for the business rather than provide immediate liquidity support. Recent asset
sales have totalled €530mm adding to €1.5B cash position and will be used to manage near-
term maturities. Company has been criticised for a lack of investment in technology, capital will
support accelerating investment in technology and Product. The company further announced
anew “North Star 2030” transformation which includes ~4% revenue CAGR (27-30) and ~€1bn
EBITDA in 2030 fuelled by run-rate savings of c€210m with FCF targeted to be positive in 2027 to
reach €300-350m by 2030. Company expects to grow organic revenue in the low single digits for
2026, a slight deceleration from 2025 and expects to be roughly free cash flow neutral.

Portfolo Activity

With valuations at historically tight levels, the investment team remained focused on rotating up
in quality, including into select investment grade securities where the relative compensation was
superior to BB credit, enhancing diversification, and adding to securities that become oversold
on market overreactions to idiosyncratic events. Among cyclical industries, chemicals remain a
structural underweight as the sector appears to be affected most by weak earnings results and
poor recovery. A few key transactions to the portfolio include:

Purchases:

Ardagh 1st Lien: Ardagh Group (ARGID) issued ~$1.5B in new money 15t lien as a part of their
recent out-of-court reorganisation to refinance unrestricted subsidiary debt encumbering the
equity interests in subsidiary Ardagh Metals Packaging (AMBP, AMPBEV), which is a publicly
listed metal cans business, and to buy-out equity of founder, Paul Coulson. Ardagh is now
controlled by its former creditors.

Investment grade utility junior subordinated notes: Purchase junior subordinated notes from
Wisconsin Electric Power and NiSource, which are electric and natural gas investment grade
utilities. The sector has ramped its issuance of junior subordinated notes to manage rating
agency leverage metrics while building out their rate base in response to increased demand for
power. These junior subordinated notes have been issued at levels competitive with high yield BB
spreads despite lower fundamental risks given scale, industry regulation, access to investment
grade capital markets, and secular growth in demand.

Eurofins subordinated perpetuals: Food, environmental and clinical diagnostic testing business
that was the target of a Muddy Waters short report that pressure the capital structure lower. View
accusations as being of relatively minor financial impact, mainly related to founder Dr. Martins (the
largest shareholder at 35%) controlling position. Short report provided attractive entry-point into
subordinated perpetuals.

Sells:

Medline: Credit had rallied significantly in anticipation of a forthcoming IPO. While well
capitalised, distribution of medical supplies relies primarily on scale as a barrier to entry, with
relatively thin margins, limited growth and commoditised products.

Investment grade and cross-over junior subordinated perpetuals: sold junior subordinated
perpetuals of Veolia and British American Tobacco as they continue to compress relative to the
senior/IG parts of their capital stack, reducing relative value to high-quality high yield securities.
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Czechoslovak Group AS: sold recent new issuance of Czechoslovak Group, an artillery shells
manufacturer, following outperformance. While restocking of European ammunition depos will
continue to provide an earnings tailwind, this has largely been pulled forward and reflected in
valuation of notes.

Swaps:

The AA Group: Roadside assistance credit in the UK supported by subscription model and
strong market share. Swapped from existing 2029s to new issue 2032 notes to capture new issue
premium.

Altice International: structure sold off following announcement that they have designated
Portuguese and Caribbean subsidiaries as unrestricted. Curve flattened excessively where we
have generally seen shorter maturities outperform ahead of liability management exercises due
to company desire to extend equity optionality. Yield curve flattened considerably more than
warranted, swapped from 2028/2029 maturity to first-to-mature 2027 bonds.

Investment outlook

With global credit spreads generally at historical tights, and in high yield markets specifically, we
remain focused on upgrading portfolio quality with an emphasis on less cyclical investments,
avoiding severely mis-priced pro-cyclical risk, and capitalising on idiosyncratic dislocations
that present themselves amid the ongoing dispersion. The global chemical sector emerged this
year as the epicenter of dislocation in an otherwise tight and compressed high-yield market,
reflecting both acute sector-specific pressures and a broader macro-industrial shift. On one
side, the sector is contending with declining global demand and persistently elevated energy
prices in Europe, which continue to erode margins and competitiveness. On the other, China’s
evolving industrial policy is amplifying the strain: the “anti-involution” campaign - intended

to curb destructive domestic competition - has coincided with sluggish internal demand,
prompting Chinese producers to push excess inventory and capacity into overseas markets.
This export wave is expected to accelerate and broaden into additional industries in 2026. We
think it’s important to acknowledge that, the overcapacity driving this dynamic is not accidental
but a deliberate outgrowth of China’s production-focused Five-Year Plans, which prioritise
manufacturing scale and technological self-reliance in sectors such as EVs, Al, and green energy.
Together, these forces have made chemicals one of the clearest expressions of the imbalances
now emerging beneath the surface of global credit markets and one that will be increasingly
important to monitor and navigate as other sectors may become exposed to similar pressures.
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Risk Warnings

Capital is at risk. The value and income from investments can go down as well as up and are not guaranteed. An investor may get back
significantly less than they invest. Past performance is not a reliable indicator of current or future performance and should not be the sole
factor considered when selecting funds. Our funds invest for the long-term and may not be appropriate for investors who plan to take
money out within five years. The Fund will be exposed to financial markets and market conditions can change rapidly. Prices can move
irrationally and be affected unpredictably by diverse factors, including political and economic events. The Fund will be exposed to bonds,
the prices of which will be impacted by factors including; changes in interest rates, inflation expectations and perceived credit quality. The
Fund will have exposure to overseas markets, either directly or indirectly, and is therefore exposed to currency risk. As a result, the value
of your investment can be affected by changes in exchange rates. In certain market conditions, the Fund may not be able to sell one or
more of its assets for the full value, or at all. This could affect the performance of the Fund and could cause the Fund to defer or suspend
redemptions of its shares, meaning investors may not be able to have immediate access to their holdings. A company that we deal with
may renege on its obligations, costing the Fund money. The Fund may enter into various financial contracts (known as derivatives) in an
attempt to protect the value of the Fund’s assets or to reduce the costs of investing, although this may not be achieved. Operational
processes, including those related to the safekeeping of assets, may fail. This may result in losses to the Fund, or inconvenience to
investors.

This material is for distribution to professional clients only and should not be distributed to or relied upon by any other persons. It’s
provided for general information purposes only and is not personal advice to anyone to invest in any fund or product. Information taken
from trade and other sources is believed to be reliable, although we don’t represent this as accurate or complete and it shouldn’t be relied
upon as such. Calls will be recorded for training and monitoring purposes.

Regulatory Information

Issued by Marlborough Investment Management Limited, authorised and regulated by the Financial Conduct Authority (FRN115231).
Registered in England No. 01947598. Investment Fund Services Limited (IFSL) is the Authorised Fund Manager of the Fund. IFSL is
registered in England No. 06110770 (FRN 464193). Both firms are authorised and regulated by the Financial Conduct Authority in the UK.
Registered Office: Marlborough House, 59 Chorley New Road, Bolton, BL1 4QP.

Copies of the Prospectus and Key Investor Information Documents are available from www.ifslfunds.com or can be requested as a paper
copy by calling 0808 178 9321 or writing to IFSL at the registered office above.

Marlborough House, 59 Chorley New Road, Bolton, BL1 4QP
Intermediary Support. 0808 145 2502

Email. service@marlboroughgroup.com """
Website. marlboroughgroup.com Marlborough
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