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Key takeaways

o Europe is a scalable and high quality market for ABF investments, typically providing higher credit spreads and stronger
through-the-cycle performance than equivalent US sectors.

e Stricter lending regulation of European financial markets supports ABF asset performance and creates an opportunity for
private capital to gain market share as banks seek alternatives.

e Consumer fundamentals such as higher savings rates, less cyclical labour markets and lower household indebtedness support

the European ABF investment case.

The $5.2tr asset-backed finance (ABF) market
represents a growing opportunity to gain
exposure to high quality loan pools and the
returns they can generate. But while the US
dominates in terms of size, we believe the
European ABF opportunity has the edge

when it comes to diversification, regulatory
environment and historical performance.

ABF has been overshadowed amid the wider private credit boom

of recent years, but is now gaining prominence as investors seek
diversification in income-generating strategies.

With tighter regulation and higher capital costs pushing banks to
recalibrate their lending activities, ABF is giving investors a new
opportunity to gain exposure to high quality pools of assets, such
as mortgages and consumer loans, that would previously have
been held by banks.

While the US accounts for over half of the global ABF investment
universe by size, there are certain characteristics that we believe
make European assets preferable to those that can be sourced in
the US.

What's in the ABF universe?

One of the key advantages of ABF is the breadth and diversity of
the investment universe, which at $5.2tr globally dwarfs the rest
of private credit (see Exhibit 1).
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The vast majority of ABF falls under either traditional consumer
debt (mortgages, auto finance, credit cards) or corporate debt
(commercial mortgages, corporate loans, trade receivables), though
it also includes more esoteric markets such as data centres, fund
finance, music royalties and aviation finance.

The US unsurprisingly dominates by size, at 57% of the global total,
but Europe accounts for 20% and many of its markets are deep and
mature in their own right.* Looking at mortgages, for example, the
UK market (which dates back to the 12th century) stands at around
£1.7tr, the German market at nearly €1.8tr and the French market
another €1.3tr.?

More importantly, there are three key characteristics of the
European market that in our view make European assets preferred
“raw material” for ABF transactions.

2. Financial Conduct Authority (30 June 2025), Deutsche Bundesbank (31 March 2025), Banque de France (31 March 2025)
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1. Diversity of assets and geographies

Since ABF transactions are backed by a specific pool of loans or
other assets, investors can target preferred geographies, asset
types, lenders and asset vintages to build their desired risk and
return profile.

The European market offers a diverse range of asset classes,
such as auto loans, credit card receivables and SME loans, as
well as more esoteric assets such as trade receivables and
shipping finance (see Exhibit 2). This variety allows investors to
diversify their portfolios across different types of assets.

Exhibit 2: Europe & UK bank lending markets by volume
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In addition, Europe’s fragmented market structure - with
different countries operating under various legal, economic and
regulatory environments — provides opportunities for geographic
diversification.

Investors can spread their exposure across multiple European
economies, helping to reduce the impact of localised downturns.
While jurisdictional and convention-based differences can add
some complexity when analysing portfolios (French mortgages for
example typically follow the 30-year fixed rate format favoured in
the US, while the Spanish market tends to have a higher proportion
of floating rate loans), these nuances can create value opportunities
for investors with deep knowledge of the region’s markets.

2. Robust regulatory environment

European financial markets are generally subject to stricter
regulation than their US equivalents, including stronger consumer
protection laws and more rigorous oversight of financial products.

For ABF investors, this has two significant implications.

First, it creates an opportunity for private capital to compete with,
or acquire assets from, European banks that are facing increased
capital costs. Both US and European regulators implemented
significant reforms in the wake of the global financial crisis, but
European lending markets remain more bank-centric than the US,
so increasingly intensive regulation of the banking sector (most
recently under the Basel “endgame”) has prompted banks to scale
back certain activities. Banks’ consumer lending in the Eurozone
has been stagnant in recent years having grown just 10% since
2020, while demand for consumer credit over the same period has
increasedsharply.® Thisshortfallhasfuelled entries and expansionfor
non-bank consumer lenders, presenting an opportunity for private
funds to gain additional market share in Europe at a potentially

3. ECB Data Portal, July 2025.
4. Draghi, M. (2024). The Future of European Competitiveness—A Competitiveness Strategy
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attractive yield premium. More recently, Europe has embarked on
ambitious plans to rejuvenate its capital markets with the aim of
driving growth through increased lending to the real economy.* A
key pillar of this effort is the reinvigoration of Europe’s securitisation
market (mainly through more proportionate regulatory treatment),
which we believe is likely to drive more growth in ABF opportunities.

Second, Europe’s more stringent bank regulation ensures greater
standardisation and transparency across asset pools, which are
two characteristics we look for in ABF opportunities. European
securitisation regulations ensure transactions meet high standards
for simplicity, transparency and comparability. In particular, Europe’s
risk retention rule - issuers must retain a minimum 5% economic
interest in their securitisations - is an important safeguard in
ensuring alignment between lenders and ABF investors.

In addition, Europe benefits from stable and robust lending
standards that apply to all credit agreements, the most important of
which in our view is that lenders have full recourse to the borrower
rather than just the asset. Under the Consumer Credit Directive,
European lenders are required to assess the creditworthiness of
all borrowers before granting credit, using not just information
provided by borrowers themselves, but information available from
other sources as well.

In the US, there is a comparative lack of standardisation in the rules
governing credit agreements. While the Truth in Lending Act does
require analysis of mortgage borrowers’ ability to repay, certain
mortgage products are exempt from these requirements.” For credit
cards, US lenders are not required to undertake income verification
so long as the application includes sufficient information. In general,
there can also be some differences in how the rules are applied from
state to state.

3. Supportive consumer fundamentals

When it comes to consumer debt, the fundamentals of the European
market compare favourably with the US on a number of metrics.

First, savings rates in Europe are consistently higher, at an average
of 12.8% over the last 10 years versus 5.9% in the US (see Exhibit
3). While freer consumer spending has been a driver of strong US
economic growth, from a credit risk perspective, more conservative
saving affords European ABF a countercyclical benefit as consumers
generally have a bigger buffer to protect against changes in
circumstances such as long-term sickness or unemployment.

Exhibit 3: European consumers have historically saved more
than US consumers
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6. Ibid. Evaluation of the Consumer’s Ability to Pay - Section 1026.51". When evaluating a
consumer’s ability to pay, credit card issuers must perform a review of a consumer’s income or
assets and current obligations. Issuers are permitted, however, to rely on information provided
by the consumer...”
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Second, employees in Europe generally benefit from stronger
social support than those in the US. Since unemployment is the key
driver of consumers’ ability to make debt repayments, the more
comprehensive welfare programmes in Europe tend to provide
another countercyclical benefit for the region’s consumer assets. As
anexample, the onset of the Covid-19 pandemic in 2020 provoked a
sharp rise in US mortgage arrears (borrowers missing repayments)
that was not replicated in European markets (see Exhibit 4). In
general, the US labour market is more dynamic than those in Europe,
where laying off workers tends to be a slower and more costly
process. This makes European labour markets less cyclical, which
means consumer loan performance tends to be less volatile than in
the US.

Exhibit 4: Different labour market dynamics are clear in
mortgage arrears
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In addition to higher saving rates, Europeans on average
have lower household indebtedness compared to Americans
(Exhibit 5). US households are more leveraged; they have bigger
mortgages and consumer debt balances as a proportion of
their income, so face higher debt burdens despite having a
higher average income than Europeans. The average credit
card balance in the US is equivalent to around €6k, for example,
which is triple the average balance in the UK and France.” A
difference in debt burden is also evident in data from public
securitisation transactions, where the average loan size for
US non-prime borrowers is equivalent to €340k, compared
with €230k for the UK.

Exhibit 5: Household debt-to-GDP is generally lower in Europe
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Lower defaults and higher recoveries in Europe

As aresult of all the factors above, European consumer ABF assets
have historically performed better than US comparables.

We believe consumer asset performance is best viewed through
the lens of public asset-backed securities (ABS), where a developed
market in Europe has existed for three decades. Historically,
European ABS have exhibited lower default rates than US ABS. This
is particularly evident in sectors like auto loans and credit cards,
where credit performance is generally weaker than in residential
mortgage-backed securities (RMBS). In European auto ABS, for
example, early stage 30+ days loan arrears are running at around
1%, compared to 5% for late stage (when default is more likely) 20+
days arrears in US auto ABS (data as of June 2025). In credit card
ABS, 90+ US arrears rates are 10 times higher (see Exhibit 6).

Exhibit 6: European consumer assets have historically
performed better
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In the event of defaults, European ABS have also historically shown
higher recovery rates compared to US securities. This can be
attributed to the more stringent legal and regulatory frameworks in
Europe, which provide better protection for investors and facilitate
more efficient recovery processes. In particular, full recourse to a
borrower’s other assets (often indefinitely) is viewed as one of the
main reasons for the outperformance in Europe.
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In the US recourse varies by state, with a high proportion of the
population entering into non-recourse mortgages where only the
collateralised asset can be seized to recover an unpaid balance.
This difference is evident in the resilience of European RMBS
performance through the global financial crisis. According to data
from ratings agency Fitch, realised losses for US RMBS transactions
issued in 2007 reached a peak of 12.6%, while the equivalent figure
for European RMBS was just 0.1% (see Exhibit 7).

Exhibit 7: Crisis-era European RMBS strongly outperformed
US counterparts
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Europe is a scalable and high-quality ABF market

We regard Europe as a scalable and high quality market for ABF
investments, which typically provides higher yields and stronger
through-the-cycle performance than equivalent US sectors.

With stricter post-crisis regulation set for finalisationin the coming
months, the pressure on banks to optimise their balance sheets
and direct costly capital to higher priority businesses is growing.
This creates an opportunity for ABF investors that recalls the wave
of deleveraging and asset disposals we witnessed in the wake of
the global financial crisis.

From an investment perspective, we believe European ABF has
several advantages over the US market, particularly for those
seeking lower volatility, lower default rates, greater regulatory
protection, and opportunities for diversification.
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Important information

Past performance is not a reliable indicator of current or future
performance. Returns may go down as well as up there is no guarantee that
all or part of your invested capital can be redeemed. There can be no assurance
that investment objectives and/or targets will be achieved. Investing involves
risk, including possible loss of principal.

Information provided should not be considered a recommendation to
purchase, hold, or sell any security nor should any assumption be made as
to the profitability or performance of any company identified or security
associated with them.

The principal riskwheninvestinginto Asset-Backed Finance is the loss of capital.
Transactions of the type described herein may involve a high degree of risk, and
the value of such instruments may be highly volatile. Such risks may include
without limitation risk of adverse or unanticipated market developments, risk
of issuer default, and risk of illiquidity. In certain transactions, counterparties
may lose their entire investment.

Private market investments also involve a number of risks, including illiquidity,
potentially lower transparency, longer investment commitments; leverage;
and may engage in speculative investment practices that increase the risk of
investment loss. Prospective investors should understand such an investment
is typically only suitable for persons of adequate financial means who have
the necessary liquidity with respect to their investment and who can bear
the economic risks associated with such an investment. Prospective investors
should always consider their risk appetite and perform thorough due diligence
before investing.

Any projections or forward-looking statements regarding future events or the
financial performance of countries, markets and/or investments are based on
a variety of estimates and assumptions. There can be no assurance that the
assumptions made in connection with such projections will prove accurate,
and actual results may differ materially. The inclusion of forecasts should
not be regarded as an indication that TwentyFour considers the projections
to be a reliable prediction of future events and should not be relied upon as
such. TwentyFour reserves the right to make changes and corrections to the
information and opinions expressed herein at any time, without notice. The
information contained in this document is not intended for distribution to or
use by any person or legal entity in any jurisdiction or country in which such
distribution or use would violate any valid law or regulation or would require
\ontobel or its affiliates to register within that jurisdiction or country. Vontobel
makes no assurances that the information contained in this document is
suitable for use at all locations or by all viewers.

This document does not in any jurisdiction constitute, directly or indirectly, a
recommendation, offer or solicitation to the public or anyone else to subscribe
to, purchase, hold or sell a financial instrument and is not to be construed
accordingly.

This document is a general communication. It is not independent and was
prepared exclusively for informational and educational purposes. The
information and opinions contained in this document (jointly “information”)
are not to be taken as forecasts, research, recommendations or investment
advice, are not intended to predict actual results and no assurances are given
with respect thereto. Certain information herein is based upon forward-
looking statements, information and opinions, including descriptions of
anticipated market changes and expectations of future activity of countries,
markets and/or investments. We believe such statements, information, and
opinions are based upon reasonable estimates and assumptions. Actual events
or results may differ materially and, as such, undue reliance should not be
placed on such forward-looking information. All forecasts, forward-looking
statements and estimates contained in this document are speculative. Various
risks and uncertainties mean that it cannot be guaranteed that the estimates
or assumptions made will prove to be correct and actual events and results
may differ significantly from those presented or expected in this document.
The opinions expressed in this document may change as a result of market,
economic and other conditions. Information in this document should not be
interpreted as a recommendation but as an illustration of general economic
issues. Please note that past performance is not a reliable indicator of current
or future performance and that forecasts are essentially limited and must not
be used as an indicator for future performance.

All' information in this document is provided on the basis of knowledge and/
or the evaluation of the market at the time of preparing the document or
at the time stated in the document without making any express or implicit
representations or warranties of any kind. However such information can
become void or change as a result of subsequent political or market events or
for other reasons. Vontobel reserves the right to make changes and corrections
to the information and opinions expressed herein at any time, without notice,
but is under no obligation to do so. Viewers bear sole responsibility for

Cont.

decisions made on the basis of information in this document. They must not
rely on information in this document when making an investment decision or
any other decision.

This document was not prepared on the basis of individual investor relations.
Nothing in this document constitutes advice regarding taxes, accounting,
regulation, law, insurance, investments or any other form of advice regarding
subscribing to, purchasing, holding or selling securities or other financial
instruments, making transactions or following particular investment strategies.

Vontobel is not liable for any direct or indirect losses or damage that result
from the information available in this document, including but not limited to
loss of earnings, or for any losses or damage incurred as a direct or indirect
result of the use of information contained in the document.

\ontobel releases itself, insofar as is possible under the applicable law, from any
liability for direct or indirect damage or losses resulting from the information
provided here or from the absence of information. Although Vontobel believes
that the information in this document was compiled with all due care, Vontobel
makes no express or implicit guarantee of the accuracy or completeness or the
information, text, figures or other elements included in this document. The
document should not be used as a reliable basis for decisions. Vontobel accepts
no liability in this regard.

The information included in this document does not constitute a contractual
relationship between the provider of this information and the viewers of this
document and is not to be interpreted as such.

All aspects of this document are the copyrighted property of Vontobel or
third parties. Information in this document is intended for your personal, not
commercial, use.

\Vontobel, members of the management team or employees may have
invested in the past or currently invest in financial instruments about which
information or opinions are included in this document, or they may invest in
these instruments in future. Vontobel may also have provided services in the
past, may currently provide services or may provide services in the future for
issuers of these financial instruments, including for example. corporate finance
or market making services. It is also possible that employees or members of the
management team at Vontobel have in the past exercised certain functions for
the issuers of these financial issuers (e.g. work as member of the management
team), or that they exercise these currently or will do so in future. Vontobel,
employees or members of the management team could therefore have a
personal interest in the future performance of financial instruments.

US: Distributionto U.S. persons (as defined in Regulation Sunder the Securities
Act of 1933) by TwentyFour Asset Management (US) LP (“TwentyFour US”),
Vontobel Asset Management, Inc. (VAMUS), TwentyFour US, and VAMUS
are registered as investment advisers with the U.S. Securities and Exchange
Commission (SEC) in accordance with the current version of the 1940 U.S.
Investment Advisers Act. Registration as an investment adviser with the SEC
does not presuppose a particular level of skills or expertise. TwentyFour US'is a
wholly-owned subsidiary of TwentyFour Asset Management LLP. VAMUS is a
wholly-owned subsidiary of Vontobel Holding AG, Zurich, Switzerland.

Canada: Information herein is provided for use with permitted clients /
institutional investors only. Vontobel operates in Canada in connection with
our investment and business activity pursuant to the following: Vontobel
Asset Management Inc. relies on the International Adviser Exemption in the
provinces of Alberta, British Columbia, Saskatchewan, Ontario and Quebec and
the Investment Fund Manager Exemption in Ontario and Quebec. Vontobel
Asset Management AG relies on the Investment Fund Manager Exemption in
the provinces of Ontario and Quebec. TwentyFour relies on the International
Adviser, International Dealer and Investment Fund Manager Exemptions in the
province of Ontario.

For US Offshore and LatAm: Information herein prepared and approved
for institutional / professional investors and approved for use in certain
jurisdictions only. Vontobel offers a variety of products and services intended
solely for qualified investors from certain countries or regions. Your country
of legal residence will determine the products or services that are available
to you. Information herein should not be considered a solicitation or offering
for the sale of any investment product or service to any person in any
jurisdiction where such solicitation or offer would be unlawful or prohibited.
Furthermore, this information is not intended for use in any jurisdiction which
would subject Vontobel and/or TwentyFour to any registration, licensing or
other authorization requirement within such jurisdiction or country. It is the
responsibility of the recipient to inform themselves and observe applicable
regulations and restrictions for their respective jurisdiction(s). Information
herein is not intended for retail investors and/or distribution to the general
public in any jurisdiction.



Important information

In Mexico: None of the funds managed by TwentyFour have been, and are not
expected to be, registered in the National Registry of Securities maintained by
the National Banking and Securities Commission (‘CNBV”), and therefore may
not be offered or sold publicly in Mexico. The funds managed by TwentyFour
may only be offered or sold to qualified and institutional investors in Mexico,
pursuant to the private placement exemption set forth under Article 8 of the
Mexican Securities Market Law as part of a private offer.

Australia & New Zealand: Vontobel is represented in Australia by Vontobel
Asset Management Australia Pty Limited (ABN 80 167 015 698), which is the
holder of Australian Financial Services Licence number 453140 (“Vontobel
Australia”). Vontobel and Vontobel Australia are also an Overseas Financial
Adviser in the meaning of the Financial Advisers Act 2008 of New Zealand
(“FAA"). Neither Vontobel Australia nor any other member of the Vontobel
Group has a presence in New Zealand.

Hong Kong: The content of this document was not reviewed or approved
by any regulatory body in Hong Kong, including the Securities and Futures
Commission in Hong Kong. This document has been approved for use in
Hong Kong by Vontobel (Hong Kong) Limited, a corporation licensed by the
Securities and Futures Commission. You are therefore advised to exercise
caution and, in the event of doubt regarding the contents, to seek independent
professional advice.

Singapore: This document has not been reviewed by the Monetary Authority
of Singapore. This document should not be considered as a solicitation to the
general public or amember of the general public in Singapore to subscribe to or
purchase financial instruments, either directly or indirectly.

Japan: this material has been approved and is distributed by Vontobel Asset
Management Pte. Ltd. (Financial Instruments Business Operator conducting
Investment Advisory and Agency Business) (Director of Kanto Local Finance
Bureau (Kinsho) No. 3214) in order to provide general information only,
and is not intended as a solicitation for the purchase or sale of any financial
instruments, or as a solicitation for an investment management or investment
advisory relationship. This document is to be used solely by your company for
the purpose of research and informational purposes, and may not be copied,
reproduced, used for unrelated purposes or provided outside your company
without our company’s consent. Although this document has been prepared
based on information that we believe to be reliable, we do not warrant its
accuracy or reliability. The information and data presented here are as of
the date of preparation of this document. The historical performance and
wording of this material do not warrant or imply any future operating results.
Past performance is not a predictor of future performance or results. All
rights and obligations relating to the information in this material belong to
the information provider, and the content may be varied or modified without
notice for any reason determined by the information provider. Any investment
or other judgment based on the information in this material shall be made at
the sole responsibility of the reader, and neither Vontobel Asset Management
Pte. Ltd. nor any other information provider shall be held liable in any way for
any loss caused by the information in this material.
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Austria, Finland, lIreland, Luxembourg, Liechtenstein, Norway, Portugal,
Sweden & The Netherlands: This document has been approved by Vontobel
Asset Management SA, registered office 18 rue Erasme, |-1468 Luxembourg.
Details on the extent of regulation can be obtained upon request at the same.

France: This document has been approved by Vontobel Asset Management
SA, registered office 10, Place Vendéme, 75001 Paris. Details on the extent of
regulation can be obtained upon request at the same.

Germany: This document has been approved by Vontobel Asset Management
SA, Munich Branch, registered office Leopoldstrasse 8-10, 80802 Munich and
regulated by the Commission de Surveillance du Secteur Financier (CSSF) and
is subject to limited regulation by the German Federal Financial Supervisory
Authority (BaFin). Details on the extent of regulation can be obtained upon
request at Vontobel Asset Management SA, Munich Branch.

[taly: This document has been approved by Vontobel Asset Management
SA, Milan Branch, registered office Piazza degli Affari 3, [-20123 Milan, Italy
(telephone: 026 367 344). Vontobel Asset Management SA, Milan Branch, is
authorized by the Commission de Surveillance du Secteur Financier (CSSF)
and is subject to limited regulation by the Italian National Bank and the
CONSOB. Details on the extent of regulation by the Italian National Bank and
the CONSOB can be obtained upon request at Vontobel Asset Management
SA, Milan Branch. The content of this document has not been reviewed or
approved by any regulatory body, including the Italian National Bank or the
CONSOB. This document should not be considered as an offer to the general
public or a member of the general public in Italy to subscribe to or purchase
financial instruments, either directly or indirectly.

Spain: This document has been approved by Vontobel Asset Management SA,
registered office Paseo de la Castellana, 95, Planta 18, 28046 Madrid. Details
on the extent of regulation can be obtained upon request at the same.

Switzerland: This document has been approved by Vontobel Asset
Management AG, registered office Genferstrasse 43, 8002 Zurich. Details on
the extent of regulation can be obtained upon request at the same.

United Kingdom: TwentyFour Asset Management LLP is registered in England
No. OC335015 and is authorised and regulated by the UK Financial Conduct
Authority, FRN No. 481888. Registered Office: 8th Floor, The Monument
Building, 11 Monument Street, London, EC3R 8AF. For your protection
telephone calls are usually recorded. This document has been approved by
\ontobel Asset Management S.A,, registered office at Third Floor, 22 Sackville
Street, London W1S 3DN. Vontobel Asset Management S.A. is authorised by
the Commission de Surveillance du Secteur Financier (CSSF) and is subject
to limited regulation by the Financial Conduct Authority (FCA). Details on
the extent of FCA regulation can be obtained upon request at Vontobel Asset
Management S.A.
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