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In a May 2024 report, Nomura CLO Research identified that across manager cohorts,
newer CLO managers in aggregate have outperformed more established managers over
the past 1-2 years, with this group having lower defaults and CCC downgrades in the
same vintage groups. This is noteworthy because CLO managers are tiered, with newer
managers trading wider, and sometimes significantly so, than established managers.

Small managers have an advantage in their ability to be nimble

We believe smaller, more nimble CLO managers, such as RBC BlueBay, have
a performance advantage relative to larger, more established managers.
This is due to the following factors:

1. Credit selection: smaller managers have the ability to be real credit pickers. For
example, we invest in ~300 of ~1,400 issuers in the broadly syndicated loan (BSL)
market versus 600+ for larger managers. Larger managers are often “forced” players,
given the need to put their AUM to work.

2. Flexibility: smaller managers have the ability to swap positions or make significant
sector rotations, more easily enabling them to minimise bid/ask spread more effectively.

3. Trading: the ability to take more concentrated positions for short-term holds enables
smaller managers to take advantage of new issue original issue discount in a hot,
volatile market.

BlueBay: a “newer” CLO manager steeped in a long history of leverage
loans and high yield

In just the last two years, there have been over a dozen new US BSL CLO managers enter
the marketplace (and nearly 30 since the pandemic in 2020). Many are independent CLO
shops, as opposed to a broader platform such as RBC BlueBay which has a long history

of leveraged loan and high yield investing (including the related operational requirements,
risk management best practices, and a dedicated Responsible Investment team).

The scale of our global leveraged finance business of close to USD20 billion provides us with
access to attractive deals and allocations'. Our deep bench of ~40 investment professionals
(including 25 analysts) gives us a level of bandwidth that would make it difficult for smaller,
“new” shops to compete with — and we can do this without the size constraints of larger
players in the market.
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Looking beyond RBC BlueBay: setting a high bar
when investing in the CLO tranches of others

In addition to our own CLO management platform, we also
manage various Securitized Credit funds in which we invest
in CLO tranches of other managers — and within these
strategies, we are very keenly aware of the same new
manager trends. While we are generally open-minded when

it comes to new managers, we have a high bar to investment.

Some of the questions we ask managers include:

4. CLO equity capital: is there a commitment in place to
support a long runway of growth via firm or external
equity capital?

5. Investment style: what kind of portfolios will the
manager build and what may cause these strategies
to drift over time?

6. People: what is the size, experience, and turnover
of the investment team?

The bottom line is that while newer managers can provide
an attractive spread pick-up to CLO liability investors,
particularly in the primary market where deadlines are tight
and many investors don’t have the capacity to do the proper
diligence, we still need to feel as though we are adequately
compensated in spread or structural protection for the
unknowns of a newer platform (and the lower liquidity

that comes with this).
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Recently, we are seeing many instances where that yield
pick-up does not feel worthwhile, as CLO debt investors are
experiencing record repayments (USD55 billion in BSL CLO
calls and amortisations YTD through May 2024%), causing
aggressive buying and a compression in the established
versus newer manager basis. However, in cases where

we have done proper diligence on a manager and find that
their style aligns with our views — and we not only buy into
the story but are also getting properly paid for the risk -
we are open to investing, and doing so in large sizes.

“While we are generally open-minded

when it comes to new managers,
we have a high bar to investment.”

New does not mean inferior

While we may be classified as a “newer” manager based

on our deal count (4 Euro deals and 4 US deals), our CLO
business is part of RBC Global Asset Management within

the established BlueBay Fixed Income platform, which spans
13 geographies and USD120 billion+ AUM across numerous
strategies’. We believe this unique positioning provides us
(and our investors) the best of both worlds, in which we can
be nimble in our investment approach, while still maintaining
the safety and support of an established

broader organisation.



RBC Global Asset Management Investing in newer CLO platforms

Portfolio Manager Perspectives

Our experts offer their perspectives on the latest developments in global credit and the state of the markets.
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