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Key takeaways:

* On average, interest rate risk accounts for approximately 67% of a corporate bond fund's total return, while credit risk
contributes the remaining 33%.

* Fixed income portions of portfolios are already typically sensitive to interest rates via core holdings, creating the need for pure
credit exposure.

* Modern alternative mutual fund structures now enable investors to separate credit risk from interest rate risk. This allows for
targeted exposure to credit markets, creating opportunities for more consistent and fundamentally driven sources of alpha.

* Integrating pure credit strategies into portfolios can offer equity-like returns with lower volatility, improving diversification and

risk-adjusted performance.

Discussions around asset allocation often gravitate toward the traditional pillars: fixed income, equities, and alternatives. While
these broad categories provide a useful framework, they can obscure differentiated opportunities now accessible through modern
investment vehicles, particularly alternative mutual funds.
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Fixed income: Disaggregating the risk profile

Fixed income is too often perceived as a monolithic asset class. In reality, fixed income allocations typically include a range of

debt securities, including corporate bonds. Within the corporate bonds allocation exists a complex interplay of risks—including
interest rate, term structure, default, and liquidity risk. These elements are bundled into the total return of what may appear to be a
straightforward 5-year corporate bond.

When we decompose this bundle, interest rate risk and credit risk emerge as the primary drivers. On average, interest rate
risk accounts for approximately 67% of a corporate bond fund’s total return, while credit risk contributes the remaining 33%
(see chart below). This means that even investors seeking to diversify their fixed income allocation via credit exposure through
traditional corporate bond funds are still predominantly exposed to interest rate movements.

Isolating pure credit exposure can be a useful tool to generate diversified sources of alpha within the broader fixed income
allocation without overexposing to interest rate risk.

Decomposing sources of return for corporate bonds
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Pure credit provides a more persistent and controllable source of alpha

What if investors could surgically separate these risk factors and focus exclusively on credit? The advent of alternative mutual fund
structures now makes it possible to isolate pure credit exposure—unlocking a distinct source of return without adding exposure to
interest rate risk.

We believe the credit markets offer a more persistent and accessible source of alpha compared to interest rate risk, which is
heavily influenced by macroeconomic policy, central bank activity, and other non-fundamental factors. In contrast, credit risk is
fundamentally driven, shaped by issuer quality and market structure. By concentrating active management on credit selection,
investors can pursue a more reliable and attractive risk-adjusted return profile.

Unlocking pure credit: A strategic evolution in portfolio construction | 2



CIBC Asset Management

Comparing interest rate risk and credit risk

Characteristic Interest rate risk Credit risk
* Economic forecasting * Company health
. * Central bank thinking * Sector dynamics
Dependencies
= Geopolitical risks * Supply / Demand
= Inflation expectations vs reality * Company specific
Ability to manage * Harder to manage * Easier to manage

The role of pure credit in portfolio allocation

Pure credit strategies, which strip out interest rate risk, effectively create a hybrid asset class—positioned between traditional
fixed income and equities. This approach offers the potential for equity-like returns with lower volatility, enhancing portfolio
diversification and risk-adjusted performance.

Integrating pure credit exposure presents an opportunity to refine portfolio construction, moving beyond binary asset class
distinctions. By targeting the nuanced risk-return characteristics of pure credit, investors can address gaps left by conventional
approaches and better align allocations with specific investment objectives.

Traditional asset classes can overlook compelling new sources of return. Pure credit exposure, facilitated by innovative mutual
fund structures, is a valuable addition to the modern investor's toolkit. It enables more precise risk targeting and the pursuit of
differentiated alpha—positioning portfolios to capitalize on opportunities that traditional frameworks may miss.

Risk & returns across traditional and alternatives
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Putting into practice

CIBC Alternative Credit Strategy is an actively managed credit solution that can complement a core fixed income portfolio by
providing a consistent and diversifying return potential that aims to minimize volatility and interest rate risk.

» Seeks to provide capital growth: aims to generate credit-like returns without increasing credit risk or extending duration.

* Minimize downside risk: aims to reduce the vulnerability to interest rate volatility and credit deterioration relative to a corporate
focused portfolio.

* Enhances diversification: access to the full opportunity set across the fixed income universe, offering the potential for enhanced
portfolio diversification within a risk-managed framework.

To learn more about this strategy, and other credit solutions, please contact your CIBC representative.
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About CIBC Asset Management

OO .

At CIBC Asset Management, we believe that every customized investment solution
begins with research and rigour. We specialize in a variety of investment solutions
such as equities, fixed income, currency management, liability-driven investments,
asset allocation, and responsible investments.

Across a spectrum of investment solutions, we commit to robust research.

Dedicated sector and regional analysts focus on industry research and security-
specific idea generation. Our investment professionals leverage deep and diverse
expertise by sharing proprietary research across asset-class teams. By sharing
insight across asset class teams, we maximize opportunities to add value to our
client portfolios.

Contact us anytime

To learn more about CIBC Asset Management and our investment solutions, please contact your advisor
or your CIBC representative. For more insights, connect with us on LinkedIn.

The views expressed in this material are the views of CIBC Asset Management Inc,, as of March 2026 unless otherwise indicated, and are subject to change at any time.
CIBC Asset Management Inc. does not undertake any obligation or responsibility to update such opinions. This material is provided for general informational purposes
only and does not constitute financial, investment, tax, legal or accounting advice, it should not be relied upon in that regard or be considered predictive of any future
market performance, nor does it constitute an offer or solicitation to buy or sell any securities referred to. Individual circumstances and current events are critical to sound
investment planning; anyone wishing to act on this material should consult with their advisor. The material and/or its contents may not be reproduced without the express
written consent of CIBC Asset Management Inc. Past performance may not be repeated and is not indicative of future results.

The CIBC Alternative Credit Strategy is permitted to invest in certain assets and employ alternative investment strategies generally prohibited by conventional mutual
funds. The CIBC Alternative Credit Strategy may use leverage through the use of derivatives, short sales, and/or borrowing within prescribed limits. The fund may also use
derivatives for currency management purposes. The fund's use of derivatives may introduce leverage into the fund. Leverage occurs when the fund's notional exposure to
underlying assets is greater than the amount invested and is an investment technique that can magnify gains and losses. The information does not constitute legal or tax
advice.

"Bloomberg®” is a service mark of Bloomberg Finance L.P. and its affiliates, including Bloomberg Index Services Limited (“BISL"), the administrator of the indices (collectively,
“Bloomberg") and have been licensed for use for certain purposes by CIBC Asset Management Inc. Bloomberg is not affiliated with CIBC Asset Management Inc., and
Bloomberg does not approve, endorse, review, or recommend any CIBC Asset Management Inc. products

®The CIBC logo and “CIBC Asset Management” are registered trademarks of CIBC, used under license.
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