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Covid-19 has wreaked havoc across the global markets. With broad parts of the

economy remaining shut, the impact across industries has been widespread. We Mi'riam Legrand

take a closer look at how this crisis is impacting the leverage profile, ratings Vice President
trajectory, default rates and recoveries across the corporate market. Corporate Credit Research
LEVERAGE

US companies entered the COVID-19 pandemicwith diminished aedit profiles as leverage had steadily increased over the years due to
large debt funded acquisitions and recapitalization that weakened corporate balance sheets. The unexpected Covid-19 induced recession
has only exacerbated balance sheet pressures. In the early part of the crisis, access to funding became challenged with some companies
tapping their lines of credit facilities outstanding with financial institutions. Following announcements by the Federal Reserve in late
March to purchase corporate bonds, there was increased corporate debt issuance to raise @sh (see second chart below). Many companies
boosted their liquidity given the uncertainty surrounding the duration and severity of shutdowns. The expectation is that companies will
use this additional cash to pay down debt and improve their balance sheets as economic activity resumes, but this is vulnerable to the
timing of a vaccination. We are seeing companies demonstrate more conservative behavior including reduced M&A activity, share
repurchases and dividend payments to preserve cashflow. In the initial stages of the crisis, we analyzed all of our holdings to assess the
liquidity and defensiveness of corporate business models. We identified sectors that were likely to see the greatest impact on their

leverage including sectors like media, autos and transportation and looked at levers each company had to provide support to their overall
credit profile.
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RATINGS ACTIVITY
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Ratings downgrade activity accelerated in the early period of COVID-19. Over the past few months, the pace of downgrades has slowed
as the agencies largely take a wait and see approach and give companies time to navigate this pandemic. The sectors that have seen the
largest ratings impact include the ones thatare most vulnerable to the shutdowns including autos, energy and media. And while leverage
is currently above the downgrade triggers for many companies, rating agencies have still afforded companies time to manage through
the cycle. We have seena pick-up in fallen angels this cycle as some companies have migrated from the high grade to the high yield
universe. (see second chart below)
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LARGEST US FALLEN ANGELS IN 2020
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Issuer Sector/subsector Rated debt
affected (mil.$)

Ford Motor Co. BB+ BBB- Automotive u.s. 113,862

Occidental Petroleum Corp. BB+ BBB  Oilandgas u.s. 43,913

Kraft Heinz Co. (The) BB+ BBB-  Consumerproducts U.S. 31,539

Apache Corp. BB+ BBB  Oilandgas U.s. 11,080

Western Midstream Operating L.P. (Occidental Petroleum BB+ BBB-  Midstream u.s. 8,120

Corp.)

Macy's Inc. BB+ BBB- Retail/restaurants U.s. 7,149

Service Properties Trust BB+ BBB- Homebuilders/real  U.S. 5,350
estate companies

Continental Resources Inc. BB+ BBB- Qilandgas U.S. 5,200

EQT Corp. BB+ BBB-  Utilities U.s. 4,945

Delta AirLinesInc. BB  BBB- Transportation u.s. 4,550

Source: S&P, as of 6/30/2
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DEFAULTS

Defaults this cycle may breach the levels seen since after the global financial crisis though we believe this will largely be dependent on
the timing of a vaccination and the potential for additional stimulus. S&P’s trailing 12-month issuer-weighted US defallt rate stood at
5.4% as of June 30, 2020. Foreasts for defaults over the next 12 months range from the high single digits to the low to mid-teens.
Moody’s annual defaulted bond recoveries for 2019 was 42%. During the financial crisis, the recoveries were closer to 34%. Defaults this
cycle have been in sectors like energy, retail and media. The majority of defaults this cycle has primarily been due to missed interest
payments followed by distressed exchanges and bankruptcies.

U.S. SPECULATIVE DEFAULT RATE (%) ANNUALDEFAULTED CORPORATE BOND RECOVERIES
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DEFAULTS BY SUBSECTOR

Qil & gas 27

Consumer products 25

Media & entertainment 21

Retail/restaurants 1

Metals, mining, steel

Transportation

Capital goods

Healthcare

Homebuilders/real estate

Telecomm.

Hightechnology

Midstream

Forest products, building materials

Utilities

Aerospace/defense

Automotive

Chemicals, packaging, environmental services

Finance companies

Insurance

Total 147
Source: S&P, as of 7/29/20
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Important Disclosures ¥ FIERACAPITAL

Past performance is not a guarantee of future results. Inherent in any investment is the potential for loss.

All information is as of the date of this document unless otherwise noted. This document is not intended as investment advice or a recommendation of
any security or investment strategy for a specific recipient . Investments or strategies described herein are provided as general market commentary, and
there may be no account or fund managed by Fiera Capital Inc. for which investments or strategies described herein are suitable due to the various
types of accounts or funds that are managed by Fiera Capital Inc. Nothing herein constitutes an offer to sell, or a solicitation of an offer to purchase, any
securities, nor does it constitute an endorsement with respect to any investment area or vehicle. This material cannot not to be reproduced or
redistributed without the prior written consent of Fiera Capital Inc.

Certain information contained in this document may constitute “forward-looking statements,” which can be identified by the use of forward-looking
terminology such as “may,” “will,” “should,” “expect,” anticipate,” “project,” “estimate,” “intend” “continue,” or “believe” or the negatives thereof or
other variations thereon or comparable terminology. Due to various risks and uncertainties, actual events or results or the actual performance of any

"o

strategy or market sectormay differ materially from those reflected or contemplated in such forward-looking statements.

Statements regarding current conditions, trends or expectations in connection with the financial markets or the global economy are based on subjective
viewpoints and may be incorrect.

The information provided is proprietary to Fiera Capital Inc. and it reflects Fiera Capital Inc.'s views as of the date of this document. Such views are
subject to change at any point wit hout notice. Some of the information provided herein is from third party sources and/or compiled internally based on
internal and/or external sources and are believed to be reliable at the time of production but such information is not guaranteed for accuracy or
completeness and was not independently verified. Fiera Capital Inc. is not responsible for any errors arising in connection with the preparation of the
data provided herein. No representation, warranty, or undertaking, express or implied, is given as to the accuracy or completeness of such information
by Fiera Capital Inc. or any other person; no reliance may be placed forany purpose on such information; and no liability is accepted by any person for
the accuracy and completeness of any such information.

Any charts, graphs, and descriptions of investment and market history and performance contained herein are not a representation that such history or
performance will continue in the future or that any investment scenario or performance will even be similar to such chart, graph or description. Any
charts and graphs contained herein are provided as illustrations only and are not intended to be used to assist the recipient in determining which
securities to buy or sell, or when to buy or sell securities. Any investment described herein is an example only and is not a representation that the same
or even similar investment scenario will arise in the future, or that investments made will be as profitable as such examples or will not result in a loss to
any such investment vehicles. All returns are purely historical and are no indication of future performance.



