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European Short Duration High
Yield: Optimistic despite the
odds

Review and outlook for AXA IM FIIS Europe Short Duration High Yield
e European short duration high yield proved to be resilient during the tumultuous
days of Liberation Day and beyond
e The fund has been targeting a core allocation to high quality names combined with
a focus on high-conviction, lower-quality picks
e Going forward, European high yield investors potentially may still achieve attractive
total returns in the region of the current yield of 6%?.

By Chris Ellis, CFA, European High Yield Portfolio Manager, Yves Berger, European High Yield Portfolio
Manager & Richard Jones, Fixed Income Investment Specialist.

At the start of 2025 our base case outlook was for a continuation of the soft-landing that began in 2024 and an investment
return-profile centred around income.

We thought there was a risk that US tariffs might provide the Federal Reserve (Fed) with less scope to cut rates but we
certainly did not expect Liberation Day on 2 April - and everything that followed.

However, amid those tumultuous days, it was encouraging to see how resilient European short duration high yield proved to
be. This continues a long-term pattern - especially since 2022 - during which we have targeted a core allocation to high quality
names combined with a focus on high-conviction, lower-quality picks. We believe the fund should continue to offer investors
the balanced approach needed to successfully navigate these more volatile markets.

What happened to European high yield in April?

In the week or so after 2 April, European high yield had fallen a little over 2% and asset swap spreads had moved out from 304
basis points (bp) to 386bp?. After US President Donald Trump began reversing course by announcing the 90 day pause in
reciprocal tariffs, spreads steadily rallied into the month end reaching 337bp by 30 April. This saw our asset class finish the
month with a +0.3% total return3. By mid-May, spreads had fully narrowed from their wider positioning.

1 Source: AXA IM, Bloomberg as of 22 May 2025
2 Source: AXA IM, Bloomberg as of 14 May 2025
3 Source: AXA IM, Bloomberg as of 30 April 2025
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How did AXA IM FIIS Europe Short Duration High Yield perform?

As would be expected from a defensively positioned short-duration fund, it proved to be resilient amid the volatility. During
April the fund’s maximum drawdown was less than half that of the European high yield market as a whole. It also kept up well
with the pace of the snap-back - indeed, the total monthly return for the fund was +0.48%, compared to +0.30% for the
market (HPOO EUR Hedged)*. There are two key reasons for this:

e The fund has a conservative credit risk-profile. Two-thirds of the fund is invested in bonds rated either BB or
investment grade. After over two years of steady spread compression in the weakest parts of the market, we were
increasingly of the opinion that higher-rated credits represented the best balance of risk and reward for the core of
our fund’s holdings

e The fund’s very short duration (just 1.29 years) means it has limited exposure to both interest rates and to spreads.
During the inflation-driven bouts of volatility that we saw in 2022 and 2023, it was the lack of exposure to interest
rates which provided the greatest protection. Today, our focus on higher quality names gives us comfort in the case
of a weaker credit environment. Indeed, looking at it in terms of total return breakevens, the chart below suggests
this has rarely been higher for the fund.

Chart 1. AXA IM FIIS Europe Short Duration High Yield Total Return Breakevens
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Source: AXA IM as of 30 April 2025. Past performance is not indicative of future results.

What’s in store for the rest of 20257

Somewhat ironically, given what’s happened in 2025, our start-of-year expectations just about still hold i.e. we expect
total returns for European high yield to be income-driven. Obviously, this destination is unlikely to be linear — after all,
there are plenty of months left for more Trump-induced chaos. We may also find that spreads settle themselves a little bit
higher to reflect some of this uncertainty. Our positioning is therefore broadly unchanged: an emphasis on the higher-
quality credit segments, with yield boosted by extra selective picks from the lower-rated parts of the market.

4 Source: AXA IM, Bloomberg as of 30 April 2025, performance is net-of-fees, A-share class. Past performance is not indicative of future results. The AXA IM
FIIS Europe Short Duration High Yield Fund is managed without reference to any benchmark and the BofA European Currency High Yield index (HPQO) is used
to represent our investment universe.
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Should we be concerned about European high yield?

Clearly, the high yield market comes with more beta than government or investment grade bonds. And as was shown after
Liberation Day, Europe is never able to entirely avoid storms emanating from the US. The same would almost certainly be
true in any future episodes, and the risk of a full-on, global incident is surely higher now than it was a few months ago.
Still, there are sources of comfort. In contrast to the Fed, there is next to nothing now standing in the way of further
European Central Bank (ECB) rate cuts. Our economists recently lowered their year-end forecasts for the deposit rate to
1%.

This is supportive of credit conditions and, most importantly, company fundamentals. Of course, US trade policy
(whatever it ends up being) looks certain to have a negative impact on credit metrics globally.

In the short-term, revenues and margins may fall. But European high yield corporates are stepping into this new
environment in good shape: leverage ratios remain low (and trending lower) and interest coverage ratios remain high (and
trending higher). In combination, it’s difficult to point to a tangible reason to increase our expectations for default rates
over the next 12 months.

Finally, there remains the strong technical support for the asset class. Not only did this remain in place throughout the
recent volatility but muted net supply volumes are one key element of this equation - something which, paradoxically, the
events of April are likely to even further entrench as M&A and leveraged buyout appetite dries up.

The tactical case for European short duration high yield

We have often written about the strategic case for a short duration approach to investing in European high yield. What is
particularly interesting is how well the fund has adapted to the more volatile post-pandemic world. As illustrated below,
while always positive, our up/down capture ratio is even better since the start of 2022 than it was before:

Chart 2. AXA IM FIIS Europe Short Duration High Yield Upside and Downside Capture Ratios
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Source: AXA IM as of 30 April 2025. Past performance is not indicative of future returns

In a more tactical sense, we also believe the front-end of the curve is a good place to ride out the rest of 2025.
Undoubtedly, the second half offers the potential for plenty of downside risks, however as shown during April, we would
expect the fund to be capable of performing well in such conditions.
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As Trump continues to unwind more of his tariffs, investors should be careful not to neglect the upside opportunity. For
European high yield, investors may still achieve attractive total returns in the region of the current yield of 6%°. It
certainly now represents a significant pickup over short-term savings rates.

AXA IM FIIS European Short Duration currently offers yields of roughly three quarters of that available from the broader
market. As such, we believe the fund offers both an appealing hedge against wider spreads and the opportunity to capture
attractive yields.

Calendar year performance
Past performance is not indicative of future results

2024 2023 2022 2021 2020 2019 2018 2017 2016 2015
AXA IM FIIS
Europe Short  538%  8.1% -4.0% 2.4% -0.2% 5.8% -2.6% 1.5% 5.5% 3.5%
Duration High
Yield - AEUR
Net

Source: AXA IM as of 30 April 2025.
Important Information

The value of investments may fall as well as rise and you may not get back the full amount invested.
Key risks: AXA IM FIIS Europe Short Duration High Yield Fund

Credit Risk: risk that issuers of debt securities held in the Fund may default on their obligations or have their credit rating
downgraded, resulting in a decrease in the Net Asset Value.

Liquidity Risk: risk of low liquidity level in certain market conditions that might lead the Sub-Fund to face difficulties valuing,
purchasing or selling all/part of its assets and resulting in potential impact on its net asset value.

Counterparty Risk: risk of bankruptcy, insolvency, or payment or delivery failure of any of the Sub-Fund's counterparties,
leading to a payment or delivery default.
Impact of any techniques such as derivatives: Certain management strategies involve specific risks, such as liquidity risk, credit

risk, counterparty risk, legal risk, valuation risk, operational risk and risks related to the underlying assets.

The use of such strategies may also involve leverage, which may increase the effect of market movements on the Sub-Fund
and may result in significant risk of losses.

Not for Retail distribution: This document is intended exclusively for Professional, Institutional, Qualified or Wholesale Clients / Investors only, as defined by
applicable local laws and regulation. Circulation must be restricted accordingly.

This promotional communication does not constitute on the part of AXA Investment Managers a solicitation or investment, legal or tax advice. This material
does not contain sufficient information to support an investment decision.

> Source: AXA IM, Bloomberg as of 22 May 2025
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Due to its simplification, this document is partial and opinions, estimates and forecasts herein are subjective and subject to change without notice. There is no
guarantee forecasts made will come to pass. Data, figures, declarations, analysis, predictions and other information in this document is provided based on our
state of knowledge at the time of creation of this document. Whilst every care is taken, no representation or warranty (including liability towards third
parties), express or implied, is made as to the accuracy, reliability or completeness of the information contained herein. Reliance upon information in this
material is at the sole discretion of the recipient. This material does not contain sufficient information to support an investment decision.

Before making an investment, investors should read the relevant Prospectus and the Key Investor Information Document / scheme documents, which provide
full product details including investment charges and risks. The information contained herein is not a substitute for those documents or for professional
external advice.

The products or strategies discussed in this document may not be registered nor available in your jurisdiction. Please check the countries of registration with
the asset manager, or on the web site https://www.axa-im.com/en/registration-map, where a fund registration map is available. In particular units of the
funds may not be offered, sold or delivered to U.S. Persons within the meaning of Regulation S of the U.S. Securities Act of 1933. The tax treatment relating to
the holding, acquisition or disposal of shares or units in the fund depends on each investor’s tax status or treatment and may be subject to change. Any
potential investor is strongly encouraged to seek advice from its own tax advisors.

AXA IM FIIS Europe Short Duration High Yield is a sub-fund of AXA IM Fixed Income Investment Strategies which has its registered office at 49, avenue J.F
Kennedy L-1885 Luxembourg. The Fund is organized in and under the laws of the Grand-Duchy of Luxembourg as a mutual investment fund ("fonds commun
de placement") FCP UCITS IV approved by the CSSF and managed by AXA Funds Management.

AXA Funds Management is a société anonyme organized under the laws of Luxembourg with the Luxembourg Register Number B 32 223RC, and whose
registered office is located at 49, Avenue J.F. Kennedy L-1885 Luxembourg.

Past performance is not a guide to current or future performance, and any performance or return data displayed does not take into account commissions and
costs incurred when issuing or redeeming units. References to league tables and awards are not an indicator of future performance or places in league tables
or awards and should not be construed as an endorsement of any AXA IM company or their products or services. Please refer to the websites of the
sponsors/issuers for information regarding the criteria on which the awards/ratings are based. The value of investments, and the income from them, can fall
as well as rise and investors may not get back the amount originally invested. Exchange-rate fluctuations may also affect the value of their investment. Due to
this and the initial charge that is usually made, an investment is not usually suitable as a short term holding.

Information concerning portfolio holdings and sector allocation is subject to change and, unless otherwise noted herein, is representative of the target
portfolio for the investment strategy described herein and does not reflect an actual account . The performance information shown herein reflects the
performance of a composite of accounts that does not necessarily reflect the performance that any particular account investing in the same or similar
securities may have had during the period. Actual portfolios may differ as a result of client-imposed investment restrictions, the timing of client investments
and market, economic and individual company considerations. The holdings shown herein should not be considered a recommendation or solicitation to buy
or sell any particular security, do not represent all of the securities purchased, sold or recommended for any particular advisory client, and in the aggregate
may represent only a small percentage of an account’s portfolio holdings.

AXA IM FIIS Europe Short Duration High Yield is recognised by the UK Financial Conduct Authority (FCA) and available for sale to the public in the UK.

Issued in the UK by AXA Investment Managers UK Limited, which is authorised and regulated by the Financial Conduct Authority in the UK. Registered in
England and Wales No: 01431068. Registered Office: 22 Bishopsgate London EC2N 4BQ.

In other jurisdictions, this document is issued by AXA Investment Managers SA’s affiliates in those countries.

Austria: The current prospectus of the fund AXA IM FIIS Europe Short Duration High Yield Fund as well as the current respective key information document for
packaged retail and insurance-based investment products (“PRIIP”) were published in electronic form on www.axa-im.at on 24 September 2024 and by
deposition at AXA Investment Managers Deutschland GmbH, Thurn-und-Taxis-Platz 6, 60313 Frankfurt am Main. Investors and interested persons in Austria
receive the respective prospectus in German, the respective key information document for packaged retail and insurance-based investment products (“PRIIP”)
in German in paper form, the respective fund rules (Fondsbestimmungen) and the respective annual and semi-annual report of the AXA IM FIIS Europe Short
Duration High Yield Fund free of charge at AXA Investment Managers Deutschland GmbH and on www.axa-im.at. There further information and documents
regarding the product may be examined . The issue prices and redemption prices are also available at there and on www.axa-im.at. At State Street Bank
International GmbH, Luxembourg Branch Shareholder services - Registration team 49, Avenue J.F. Kennedy - L - 1855 Luxembourg the subscription-, payment-,
repurchase- and redemption orders may be submitted. At the AXA Investment Managers Deutschland GmbH as well as at www.axa-im.de/rechtliche-hinweise
a summary of information on investor rights is available upon request in German language. The company managing the respective fund may discontinue further
distribution of the fund.

Belgium: In Belgium, this document is intended for Professional Clients only, as defined by local laws and the MIFID directive, and is distributed by AXA IM
Benelux SA/NV, 1 Place du Tréne — 1000 Brussels Belgium.

Denmark, Finland, Sweden, Norway: The current prospectus of the fund AXA IM FIIS Europe Short Duration High Yield Fundas well as the current respective key
information document for packaged retail and insurance-based investment products (“PRIIP”) are published in electronic form on <relevant country website(s)>
on 24 September 2024 and by deposition at AXA Investment Managers Deutschland GmbH, Thurn-und-Taxis-Platz 6, 60313 Frankfurt am Main. Investors and
interested persons receive the respective prospectus in English, the respective key information document for packaged retail and insurance-based investment
products (“PRIIP”) in national language in paper form, the respective fund rules and the respective annual and semi-annual report of the AXA IM FIIS Europe
Short Duration High Yield Fund free of charge at AXA Investment Managers Deutschland GmbH and on https://nordics.axa-im.com/. There further information
and documents regarding the product may be examined. At State Street Bank International GmbH, Luxembourg Branch Shareholder services - Registration team
49, Avenue J.F. Kennedy - L - 1855 Luxembourg the subscription-, payment-, repurchase- and redemption orders may be submitted. The issue prices and
redemption prices are available at this information and paying agent and on [please add country website(s)]. At the AXA Investment Managers Deutschland
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GmbH as well as at www.axa-im.de/rechtliche-hinweise a summary of information on investor rights is available upon request in German language. The company
managing the respective fund may discontinue further distribution of the fund.

France: Issued by AXA INVESTMENT MANAGERS PARIS, a company incorporated under the laws of France, having its registered office located at Tour Majunga,
6 place de la Pyramide, 92800 Puteaux, registered with the Nanterre Trade and Companies Register under number 353 534 506, and a Portfolio Management
Company, holder of AMF approval no. GP 92-08, issued on 7 April 1992.

Germany: For professional clients only. Not for retail investors This is promotional material, not a regular mandatory document and is not suitable for any kind
of sales services, consulting or financial services vis-a-vis retail clients. The information in this document is exclusively addressed to professional clients who
receive this document directly from AXA Investment Managers Deutschland GmbH / its affiliated companies. It is to be treated strictly confidential. The recipients
are not allowed to pass this document and the information contained herein on to a third party, in whole or in part, without the prior written consent of AXA
Investment Managers Deutschland GmbH / its affiliated companies. You will receive the respective prospectus in German, respective key information document
for packaged retail and insurance-based investment products (“PRIIP”) in your national language in paper form and the respective annual and semi-annual report
upon request free of charge and in paper form at AXA Investment Managers Deutschland GmbH e Thurn-und-Taxis-Platz 6 ¢ 60313 Frankfurt/Main or from our
distribution partners or under www.axa-im.de. At the AXA Investment Managers Deutschland GmbH as well as at www.axa-im.de/rechtliche-hinweise a
summary of information on investor rights is available upon request in German language. State Street Bank International GmbH, Luxembourg Branch Shareholder
services - Registration team 49, Avenue J.F. Kennedy - L - 1855 Luxembourg the subscription-, payment-, repurchase- and redemption orders may be
submitted.The company managing the respective fund may discontinue further distribution of the fund.

Italy: This document is intended for informational purposes only, and in no event is intended for retail customers and/or end investors. The information contained
herein is for professional clients and eligible counterparties as defined by local laws and the MIFID directive, it is presumed, therefore, experience, knowledge
and expertise to make their own investment decisions and properly assess their risks.

Liechtenstein: Information for Investors and interested persons in the Principality of Liechtenstein: Investors and interested persons in the Principality of
Liechtenstein receive the current prospectus in German, the current key information document for packaged retail and insurance-based investment products
(“PRIIP”) in German language in paper form, the respective annual and semi-annual report of the AXA IM FIIS Europe Short Duration High Yield Fundfree of
charge at AXA Investment Managers Deutschland GmbH, Thurn-und-Taxis-Platz 6, 60313 Frankfurt am Main or in electronic form on www.axa-im.li. At State
Street Bank International GmbH, Luxembourg Branch Shareholder services - Registration team 49, Avenue J.F. Kennedy - L - 1855 Luxembourg the subscription-
, payment-, repurchase- and redemption orders may be submitted. At the AXA Investment Managers Deutschland GmbH as well as at www.axa-im.de/rechtliche-
hinweise a summary of information on investor rights is available upon request in German language. The company managing the respective fund may discontinue
further distribution of the fund.

Luxembourg: In Luxembourg, this document is intended for Professional Clients only, as defined by local laws and the MIFID directive, and is distributed by AXA
IM Benelux SA/NV, 1 Place du Trone — 1000 Brussels Belgium.

Netherlands: In the Netherlands, this document is intended for Professional Clients only, as defined by local laws and the MIFID directive, and is distributed by
AXA IM Paris - Netherlands Branch, Beethoven 500 — 4th Floor, Beethovenstraat 518 — 1082 PR Amsterdam - the Netherlands. AXA Investment Managers Paris
is a company incorporated under the laws of France, having its registered office located at Tour Majunga, 6 place de la Pyramide, 92800 Puteaux, registered
with the Nanterre Trade and Companies Register under number 353 534 506, and a Portfolio Management Company, holder of AMF approval no. GP 92-08,
issued on 7 April 1992.

Portugal: In Portugal, this document is distributed by AXA Investment Managers Paris, Sucursal en Espafia, has its registered office in Madrid, Paseo de la
Castellana no. 93, 6th floor, is registered in the Madrid Mercantile Register, sheet H-727252, and is registered with the CNMV under 38 number as UCITS
management company of the European Economic Space, with Branch.

Spain: This document is intended for informational purposes only, and in no event is intended for retail customers and/or end investors. The information
contained herein is for professional clients and eligible counterparties as established in articles 194 and 196 of the consolidated text of Law 6/2023 of 17 March
on the Securities Markets and Investment Services (Ley del Mercado del Valores y de los Servicios de Inversidn), it is presumed, therefore, experience, knowledge
and expertise to make their own investment decisions and properly assess their risks.

Switzerland: In Switzerland, this document is intended for Professional Clients only, as defined by local laws, and is distributed by AXA Investment Managers
Switzerland Ltd, Affolternstrasse 42, CH-8050 Zurich. The Swiss representative for the Luxembourg-domiciled FCP (fonds commun de placement) AXA IM Fixed
Income Investment Strategies, is FIRST INDEPENDENT FUND SERVICES LTD. (FIFS), Feldeggstrasse 12, CH-8008 Zurich. The Swiss paying agent is NPB New Private
Bank Ltd, Limmatquai 1, CH-8001 Zurich. The current prospectus, the Key Information Document (PRIIPs KID), the fund regulation as well as the annual and
semi-annual reports can be obtained free of charge from the Swiss representative. In respect of the units offered in Switzerland, the place of performance is the
registered office of the Swiss representative. The place of jurisdiction is at the registered office of the Swiss representative or at the registered office or place of
residence of the investor.



