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The U.S. Federal Reserve’s fight against inflation through increases in the Fed Funds rate and quantitative
tightening has led to the worst year on record for the U.S. fixed income markets (as measured by Bloomberg
U.S. Aggregate Bond Index performance of -15.7% year-to-date through October 31,2022). This environment,
when combined with the potential for additional rate hikes, has resulted in significant losses to fixed income
portfolios.

When considering allocations to fixed income, convertible securities should not be overlooked. We believe
an allocation to Palisade’s Short Duration Convertible Bond strategy can provide investors with an attractive
risk-reward profile, particularly in a “higher rates for longer” environment. Our strategy has performed
well in periods of rising interest rates and outperformed during fixed income market drawdowns, all while
maintaining additional return potential from the hybrid nature of the asset class.

CURRENT MARKET ENVIRONMENT

For more than a decade, central banks around the world kept interest rates at (or near) zero (negative when
factoring in inflation). 2022 marked a stark about-face as most central banks, led by the U.S. Federal Reserve,
aggressively raised interest rates to combat 40-year high inflation caused by unprecedented fiscal and
monetary spending.

This paradigm shift from “lower for longer” to “higher for longer” interest rates has risks and challenges that
bond investors have not experienced in decades. We are likely facing a potentially long period of rate increases
and higher inflation coupled with higher volatility. We believe such conditions require an active approach to
fixed income investing while paying close attention to duration and credit quality.

THE STRATEGY — AN ATTRACTIVE OPTION TO COMBAT DURATION RISK

Palisade’s approach uses strict pricing and maturity criteria, focusing the strategy on a well-defined subset
of the U.S. convertible bond universe. We believe this subset of convertibles are overlooked by investors,
yet the performance drivers are different from other asset classes, such as fixed income, equities, and
alternatives.

Our investment parameters result in a portfolio of carefully selected short duration convertible bonds issued
by companies we believe have a strong ability to repay debt at the applicable maturity or put date. A short
duration convertible bond portfolio may provide an attractive alternative to investment grade and high yield
corporate bond strategies for investors looking to reallocate risk assets in the current market environment
while benefitting from competitive yields. In addition, the embedded option within convertible securities
provides more upside potential than traditional bonds.
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Performance During Market Drawdowns

Palisade’s Short Duration Convertible Bond strategy has also outperformed relative to the broader fixed income market,
particularly in periods of market volatility. Since its inception in March 2016, returns of the strategy have been positive during the
top three drawdowns for the Bloomberg U.S. Aggregate Bond Index.
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Risk Adjusted Returns
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The strategy has also demonstrated favorable upside capture due to the optionality inherent in short-term, out-of-the-money
convertible bonds while providing downside protection derived from a portfolio priced near par value.
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CONCLUSION

We believe short duration convertible bonds can be used to diversify a portfolio and enhance risk-adjusted returns as a
component of a fixed income allocation, especially as we enter a new paradigm where interest rates will likely remain higher for
longer. Investing in Palisade’s Short Duration Convertible Bond strategy has the potential to provide investors with favorable
asymmetrical returns with upside participation and less downside capture. We believe this optimal risk-reward profile will likely
be further enhanced during this uncertain market environment.

Past performance is not a guarantee of future results.




PERFORMANCE AS OF OCTOBER 31, 2022

October 3 Year 5 Year
2022 YTD 2022 1 Year Annualized Annualized  ITD (3/1/2016)
Short Duration Composite (Gross) 0.9% -5.5% -4.5% 4.6% 4.3% 5.4%
Short Duration Composite (Net) 0.9% -6.0% -5.1% 4.0% 37% 47%
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IMPORTANT INFORMATION

Past performance is not a guarantee of future results.

No assurance can be given that the strategy will be successful. The performance of the strategy can be volatile and involve a high degree of risk. Investors may lose some or all
of their investment.

The information contained herein reflects the view of Palisade Capital Management, L.L.C. and its affiliates as of the date of publication. These views are subject to change without
notice at any time subsequent to the date of issue. All information provided in this commentary is for informational purposes only and should not be deemed as investment advice
or a recommendation to purchase or sell any specific security. While the information presented herein is believed to be reliable, no representation or warranty is made concerning
the accuracy of any presented data. In addition, there can be no guarantee that any projection, forecast or opinion will be realized. This white paper is confidential and for the use of
the intended recipients only. It may not be reproduced, redistributed or copied in whole or in part for any purpose without prior written consent. This is not intended for distribution
to, or use by, any party in any jurisdiction where such distribution or use would be contrary to local law or regulation.

Certain information contained herein has been obtained from third party sources and such information has not been independently verified by Palisade Capital Management, L.L.C.
No representation, warranty, or undertaking, expressed or implied, is given to the accuracy or completeness of such information by Palisade Capital Management, L.L.C., or any
other person. While such sources are believed to be reliable, Palisade Capital Management, L.L.C., does not assume any responsibility for the accuracy or completeness of such
information. Palisade Capital Management, L.L.C., does not undertake any obligation to update the information contained herein as of any future date.

Certain information contained in this white paper constitutes “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, results or the actual performance of investments may differ materially from those reflected or contemplated in such forward-looking
statements. Nothing herein may be relied upon as a guarantee, promise, assurance or a representation as to the future.

Investing in securities involves risk, including the risk the entire amount invested may be lost. Securities investments are not guaranteed. Fixed income securities are generally
subject to interest rate risks. The risk is greater for long-term securities than for short-term securities. A risk in a long-term purchase strategy is that Palisade may not take advantage
of short-term gains that could be profitable. Moreover, if Palisade’s predictions are incorrect, a security may decline sharply in value before being sold. Equity-linked securities
fluctuate in value in response to many factors, including the activities and financial condition of individual companies, the business market in which individual companies compete,
industry market conditions, interest rates, and general economic environments. REITS are affected by underlying real estate values, which may have an exaggerated effect to the
extent that those REITs concentrate investments in particular geographic regions or property types. A company issuing convertible securities may default. Palisade’s portfolios are
susceptible to operational, information security, and related risks from cyber security incidents resulting from deliberate attacks or unintentional events.

The Short Duration Convertible Bond Composite includes all tax-exempt portfolios invested in convertible bonds which meet the following criteria: a maturity or put date within
3 years or less from the date of purchase and priced between 90%-106% of par value at purchase. Accounts with zero commissions are included in the composite. There is no
available industry benchmark that invests solely in convertible bonds meeting these criteria; therefore no benchmark is being disclosed. Any account in the composite that has a
cash flow withdrawal or deposit of 50% or greater of the assets of the account will be removed from the composite for that month and will be added back in the following month.
The minimum account size for this composite is $3 million. The investment management fee schedule for the composite is 1% on the first $10 million, 0.75% on the next $10 million,
0.65% on the next $20 million, and 0.55% on the remainder. Actual investment advisory fees incurred by clients may vary. The Short Duration Convertible Bond Composite was
created April 1, 2016 and the inception date is March 1, 2016.

The Bloomberg U.S. Aggregate Bond Index covers the USD-denominated, investment-grade, fixed-rate, taxable bond market of SEC-registered securities.
The ICE BofA U.S. High Yield Index (HOAO) tracks the performance of U.S. dollar denominated below investment grade corporate debt publicly issued in the U.S. domestic market.
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