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About Channel Specialty Finance Defined

Channel Capital Advisors Specialty finance can be
LLP is the FCA authorised defined as any financing
and regulated unit of activity that occurs outside of
Channel Digital Holdings Ltd.  the incumbent banking system,
a London based firm using a sector with significant growth
technology to fund the since the GFC period. Non-
specialty finance and  bank lenders require funds to
innovation sectors. on-lend to their customers.

Non-bank lenders leverage competitive advantages via technology,
alternative data, speed, and market access. The specialty finance market is
estimated to be $20 trillion globally* and is experiencing rapid growth.
Empirical research shows that non-bank lenders can lend to under-banked
sources without taking undue risks?. Unlike direct lending, the underlying
collateral pool often revolve throughout the facility term and thus offers
substantial downside protection and lower return correlation. Asset
Volume: $25 billion of managers like Channel fund specialty finance operators and typically
financing incorpqrate protective features,l inc;luding segregation of collqteral, cash
Website: collection controls, robust termination events, subordination/alignment of
interest and technology-led monitoring.

Founded: 2007

Location: London, UK
Funds: Open pooled funds,
SMAs and co-investment
mandates

Share class: Traditional and
Sharia compliant certificates

www.channelcapital.io
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3. The Specialty Finance Frontier: How our structuring provides downside investor protection

Specialty finance assets can provide an Return profile for an actual debt investment (red line) into specialty finance: Completed by Channel in

attractive risk / return frontier compared 2023 at a 14% return, with equity subordination and 5% reserves under varying constant default scenarios

to other private debt investment IRR%
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direct lending to sponsor-backed firms. Debt return *Break’

Transactions include granular portfolios of O/o Originator Q
B2B or B2C assets and termination events Pl et
that trigger the repayment of more senior  -25%

positions upon defaults, losses or other
risk measures occurring, before any
erosion of principal occurs to investors.
The panel to the right illustrates an
investment made by Channel in 2023.
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In this example, the sponsor contributed a substantial first loss to the investment strategy in order to demonstrate their

alignment of interest. As illustrated in the dark line above, while we do not earn returns greater than 14% per annum, we do

expect to receive income until the Constant Default Rate (CDR) over the investment life to exceeds 30% on average, given the

subordination and 5% accumulation of reserves. This compares favourably to the yellow line where higher profits can occur

for low CDR rates but more quickly erode upon crossing over CDRs of 10%-12%.

This report has been prepared by Channel Capital Advisors LLP in its capacity as Investment Manager. Channel Capital Advisors LLP is authorised and regulated by the Financial Conduct Authority in the UK. The information contained in this report does not
constitute advice and is intended solely for use of the intended recipients. This report is for information purposes only and is provided without any representations or warranties as to (il its accuracy or completeness. or (ii) the achievement or reasonableness
of future projections, management targets. estimates, prospects or returns contained in this document. Without prejudice to liability for fraud. no member of Channel Capital Advisors LLP accepts or will accept any liability. responsibility or obligation
(whether in contract, tort or otherwise) in relation to this report. The information contained herein is strictly confidential and may not be disclosed. in whole or in part. in any manner, reproduced. distributed or released without the express written permission
of Channel Capital Advisors LLP. The recipients undertake not to use any confidential information for any unlawful purpose. This information contained therein is intended solely for use of the intended recipients and the sharing of this information to non-
authorised persons is prohibited. If you are not the intended recipient, any disclosure, copying, distribution or any action taken in reliance on it. is prohibited and may be unlawful If you are not the intended recipient, please return the email to the sender and
delete it from your records. Channel Capital Advisors LLP is registered in England (No. 0C322712). with its registered address and its principal place of business at 44 W hitfield Street, London. W1T 2RH. Past performance is not a guide to the future. The value
of investments can go down as well as up. None of the information shared in this email should be construed as an inducement to purchase or sell certificates in the fund or as investment advice. More information about the fund is available in the Terms and
Conditions and the Information Memorandum and should both be read carefully before investing in conjunction with the other transaction documents (together the ‘Documents’). You can obtain a copy of the Documents on request
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