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Interest in securitized assets has climbed steadily over the past decade, > il parien O e (6l Tiesine

and for good reason.

Compared with traditional corporate debt, securitized assets can offer
exposure to diversified pools of loans, structural protections and opportu-
nities that extend well beyond the boundaries of widely used benchmarks.

That breadth matters. The US bond market is far larger than the Bloomberg
US Aggregate Bond Index, leaving meaningful segments of mort-
gage-backed (MBS), asset-backed (ABS) and commercial mortgage-backed
securities (CMBS) outside the benchmark. For active managers willing to
look beyond the index, those areas can create fertile ground for bottom-up
security selection and relative-value opportunities.

But access alone is not an advantage. Securitized markets are complex,
and opportunities often emerge through dislocations that reward patience,
experience and a deep understanding of the underlying collateral and deal
structures. A manager’s history across market cycles can say far more
than a snapshot allocation. In a market shaped by complexity, structural
nuance and periodic stress, long-term, specialized experience can be a
meaningful edge.

Growing Interest in Securitization Appears Deserved

It feels as though you can't read an investment manager summary or white
paper without encountering commentary on the virtues of investing in the
securitized sector. As shown in Exhibit 1, a simple search on Google Trends

opportunity set sits outside common bench-
marks, creating room for active managers
to uncover opportunities beyond the index.

¢ Securitized assets can offer meaningful

diversification from traditional corporate
credit. Exposure is spread across pools

of underlying loans rather than tied to the
financial health of a single issuer, while
structural credit enhancements can provide
additional protection against unexpected
losses.

The complexity and varied underlying
collateral of securitized markets can create
opportunities for differentiated positioning
while maintaining a comparable risk profile.

Managers with a long history of investing in
securitized assets across market cycles may
be better equipped to distinguish temporary
dislocations from durable opportunities..

shows a steady increase in interest in the term “securitization” over the past five to six years. We believe there is good reason for this
interest, as securitized assets offer investors a differentiated value proposition relative to corporate debt.




Exhibit 1. Searches for “Securitization” Have Spiked in Recent Years
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Note: The numbers represent search interest relative to the highest point on the chart for the selected region and time period. A value of 100,
which reflects the reading for November 2025, represents peak popularity for the term; a value of 50 indicates the term is half as popular;
and a score of 0 means there were not enough searches to register activity.

Source: Google; data as of July 31, 2026.

Corporate debt is relatively straightforward. Investors receive semiannual coupon payments from the issuer,
and their returns are directly tied to the company’s financial health. That company-specific exposure can leave
investors vulnerable to economic shifts, operational missteps and even corporate scandals.

Securitized assets work differently. Through a single security, investors gain exposure to a diversified pool of
loans backed by consumers, businesses or commercial collateral. Because the underlying credit risk is spread
across many borrowers, performance is not dependent on the fortunes of one company.

When issuers pool loans to structure an asset-backed deal, they build expected credit losses into the transaction.
No underwriting process is perfect, and borrowers face many of the same life events and business pressures we
all do—job changes, family obligations, divorce, relocation and other financial disruptions. Some of those events
may lead to missed payments or losses, which is why securitized transactions are structured to account for an
assumed level of loss from the outset.

Credit enhancements—ranging from tranching to overcollateralization to external letters of credit—provide
an additional layer of protection when losses exceed those anticipated during underwriting. By helping absorb
unexpected stress, these structural safeguards can support more resilient outcomes for investors.

Accessing Opportunities Outside the Benchmark

Within core bond strategies, active, benchmark-agnostic managers may find ample opportunities to add value
through bottom-up security selection. Understanding that opportunity begins with knowing what common invest-
ment benchmarks include—and what they leave out.

The core bond universe is vast, totaling nearly S60 trillion as of year-end 2025.! By comparison, the widely used
Bloomberg US Aggregate Bond Index represented just $29.2 trillion as of year-end 2025.2

Why the discrepancy? The index follows specific rules governing eligibility, inclusion and rebalancing, and secu-
rities must also meet sector-specific liquidity requirements. As a result, portions of the market that may offer
value to active managers are excluded. Exhibit 2 highlights the index's primary categories and the opportunities
available outside the benchmark.

These limitations can create opportunities for active managers with the flexibility to invest beyond the index,
including in mortgage-backed, asset-backed and commercial mortgage-backed securities.

1. Source: Federal Reserve Bank of St. Louis (FRED); data as of December 31, 2025 (most recent available).
2.Source: Bloomberg; data as of December 31, 2025.
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Exhibit 2. Bloomberg Agg Represents Only a Portion of the Total Fixed Income Opportunity Set
Billions of US Dollars
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Source: Federal Reserve Bank of St. Louis, Bloomberg; data as of December 31, 2025.

Resident Versus Tourist

A portfolio’s allocation at a single point in time reveals little about how a manager deploys capital across market
segments; rather, a more meaningful measure of commitment to the securitized market is the manager’s alloca-
tion over the long term. That history can help distinguish between a “resident” who invests consistently through
market cycles and a “tourist” who moves in and out as valuations or the macroeconomic outlook changes.

Neither approach is wrong. But oftentimes in securitized markets, value often emerges over time—not during
a brief visit. As shown in Exhibit 3, Diamond Hill's portfolios have maintained consistently large exposures to
securitized assets over time.

Exhibit 3. Diamond Hill’s Securitized Exposure Represents Meaningful Differentiation
Average Allocation to Securitized Assets, March 2017 through June 2026
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Source: Diamond Hill, eVestment, Bloomberg; data as of June 30, 2026.
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As investors increasingly recognize the potential benefits of securitized assets, clients may be better served

by managers who have treated the asset class as a meaningful portfolio allocation for decades, not merely

as a tactical trade. The securitized market has expanded into new areas, many of which emerged from the
global financial crisis, while continuing to grow in scale and complexity. Navigating this evolving opportunity set
requires seasoned investors who can identify dislocations and allocate capital when compelling opportunities
arise.

Experience across multiple market cycles—including the global financial crisis, the European debt crisis, the
volatility surrounding Covid-19 and shorter periods of market stress—can be especially valuable for clients still
developing their understanding of the securitized market. Managers who have invested through these environ-
ments bring perspective that can help distinguish temporary disruption from durable opportunity.

Finding Relative Value in Securitized Markets

For an asset manager focused on relative value and bottom-up security selection, securitized sectors can be
particularly compelling. Whether these markets receive less investor attention, involve more complex underlying
collateral or represent a sizable opportunity set, they can offer meaningful potential for differentiation from the
Bloomberg US Aggregate Bond Index while maintaining a comparable risk profile.

Want to learn more about the evolution, structure and advantages of
securitization? Dive into our recent paper.

Mechanics and Benefits of Securitization
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https://www.firsteagle.com/insights/mechanics-and-benefits-securitization

The information contained in this material is provided by First Eagle Investment Management, LLC (“FEIM”") and its global subsidiaries (collectively, “First Eagle”). FEIM is an
investment adviser registered with the US Securities and Exchange Commission (SEC). Registration with the SEC does not imply a certain level of skill or training.

This material is for informational purposes only and reflects prevailing conditions and the judgment of the author(s) as of the date of publication, all of which are subject
to change. This material should not be relied upon as investment advice; it does not constitute a recommendation to buy or sell a security or other investment; and it is
not intended to predict or depict the performance of any investment. This material is not being provided in a fiduciary capacity and is not intended to recommend any
investment policy or investment strategy or consider the specific objectives or circumstances of any investor. We consider the information in this material to be accurate,
but we do not represent that it is complete or should be relied upon as the sole source of appropriateness for investment.

Prospective investors should inform themselves and consult with an investment, tax or legal professional as to any applicable legal requirements, taxation and exchange
control regulations in the countries of their citizenship, residence or domicile that may be relevant prior to investing.

This material does not constitute an offer or solicitation in any jurisdiction where or to any person to whom it would be unauthorized or unlawful to
do so.

All investments involve the risk of loss of principal.

Bloomberg US Aggregate Bond Index (Gross/Total) measures the performance of the investment grade, US dollar-denominated, fixed-rate taxable bond market in the US,
including Treasuries, government-related and corporate securities, fixed-rate agency MBS (agency fixed-rate and hybrid ARM passthroughs), ABS, and CMBS. A total-re-
turn index tracks price changes and reinvestment of distribution income.

Mortgage-backed securities (MBS) are debt securities whose payments of principal and interest are backed by the cash flow generated by pools of mortgage loans.

Asset-backed securities (ABS) are debt securities whose payments of principal and interest are backed by the cash flow generated by pools of income-producing credit
assets.

Commercial mortgage-backed securities (CMBS) are debt securities secured by cash flows from commercial real-estate mortgages.

Atranche is a portion of a securitized debt instrument that stratifies credit risk based on seniority, providing investors the opportunity to target a range of risk/return
profiles.

Indexes are unmanaged and do not incur management fees or other operating expenses. One cannot invest directly in an index.

Past performance does not guarantee future results, which may vary. The value of investments and the income derived from investments will fluctuate and can go down
as well as up. A loss of principal may occur.

The information presented does not reflect the performance of any fund, strategy or account managed or serviced by First Eagle, and there is no guarantee that investors
will experience the type of performance reflected. There is no guarantee that any market forecast set forth in this material will be realized. There is no guarantee that any
historical trend referenced herein will be repeated in the future, and there is no way to predict precisely when such a trend will begin. The mention of specific securities is
not a recommendation or solicitation to buy, sell or hold any particular security and should not be relied upon as investment advice.

Availability of the products or services described may be restricted by law in certain jurisdictions. This material may not be distributed, published or used by any person
or entity in any jurisdiction or country where such distribution or use would be contrary to local law or regulation.

United Kingdom: Napier Park Global Capital Ltd. is authorized and regulated by the Financial Conduct Authority (FRN: 541427).

Middle East: This material is for information purposes only and has not been, and will not be, registered with or reviewed or approved by any regulator located in the
Middle East. It does not constitute or form part of any marketing initiative, any offer to issue or sell, or any solicitation of any offer to subscribe to or purchase, any
products, strategies or other services, nor shall it, or the fact of its distribution, form the basis of, or be relied on in connection with, any contract resulting therefrom.
In the event that the recipient of this material wishes to receive further information regarding any products, strategies or other services, it shall specifically request the
same in writing from an authorized financial adviser.

Canada: Pursuant to the international adviser registration exemption in National Instrument 31-103, First Eagle Investment Management, LLC. is informing you that:

(i) First Eagle Investment Management, LLC. is not registered in Canada and is advising you in reliance upon an exemption from the adviser registration under National
Instrument 31-103; (ii) First Eagle Investment Management, LLC's jurisdiction of residence is New York, USA,; (iii) there may be difficulty enforcing legal rights against First
Eagle Investment Management, LLC. because it is a resident outside of Canada and all or substantially all of its assets may be situated outside of Canada.

FEF Distributors, LLC (“FEFD") (SIPC), a limited purpose broker-dealer, distributes certain First Eagle products. FEFD does not provide services to any investor but rather
provides services to its First Eagle affiliates. As such, when FEFD presents a fund, strategy or other product to a prospective investor, FEFD and its representatives do not
determine whether an investment in the fund, strategy or other product is in the best interests of, or is otherwise beneficial or suitable for, the investor. No statement by
FEFD should be construed as a recommendation. Investors should exercise their own judgment and/or consult with a financial professional to determine whether it is
advisable for the investor to invest in any First Eagle fund, strategy or product.

©2026 First Eagle Investment Management, LLC. All rights reserved.
First Eagle Investments is the brand name for First Eagle Investment Management, LLC and its subsidiary investment advisers.
Diamond Hill is the brand name for Diamond Hill Capital Management, LLC, an investment adviser.

M-TL-NPD-SECSTR-P-LT

325 John H McConnell Blvd #200, Columbus, OH 43215 | www.diamond-hill.com DlAMO N D H | LL

A First Eagle Investments Company



