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Executive Summary

In the first quarter of 2026, market activity softened modestly as private equity sponsors adopted a more
selective stance amid ongoing Al-driven disruption in software and continued geopolitical uncertainty in the
Middle East. While M&A volumes remained below prior years, deal pipelines are building, suggesting a pause
in execution rather than a structural slowdown. M&A dominated activity, accounting for c.65% of transaction
volume (LCD PitchBook).!

In this update, we contextualise the Q1 market backdrop and highlight two areas of focus: the evolving dynamics
in the software sector and Spain, which has demonstrated notable resilience despite broader global headwinds.

Direct Lending? Deal Activity Q1-26

Q1 activity remained robust as we committed capital across 6 investments and add-ons, totalling €604m, a strong
result for what was a quarter disrupted by macroeconomic events. The level of new investment introductions was
resilient to the external factors with 156 opportunities reviewed.
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Source: Pemberton internal data as of 31 March 2026.
Source: Pemberton internal data as of 31 March 2026. Sectors as defined by Pemberton.

'LCD Pitchbook: European Credit Markets Quarterly Wrap Q1 2026
2Pemberton’s direct lending funds include Mid-Market Debt (MDF), Senior Loan (SLF) and Strategic Capital (SCF).
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Sector Focus — Software

Software sector exposure has dominated private

credit headlines in early 2026. Over the past decade,
software companies, and SaaS businesses in particular,
became the defining growth story. Predictable recurring
revenues, high margins, and asset-light models made
them attractive to lenders, driving the highest valuations
and entry multiples in the market.

Al-driven concerns that software revenue models

face structural disruption raised questions over loan
valuations and led to a sharp turn in sentiment,
triggering a surge in redemption requests at non-traded
US Business Development Companies (BDCs). BDCs are
closed-end vehicles that provide direct lending to mid-
market companies and carry notable software exposure.

The data points in a clear direction. US exposure to

the software sector is materially higher, as evidenced

by non-traded BDCs carrying 20-30%? and the US

LSTA at 14.1%. European leveraged loan markets show
lower aggregate exposure at 7.8%, consistent with a
market that has historically been less concentrated in
technology-driven lending. Pemberton’s direct lending
portfolio, with just 1% exposure to software reflects a
consistently disciplined underwriting approach. One
that led Pemberton to step back from software and
SaaS transactions when entry valuations were extremely
high and leverage levels moved well above 6x. However,
Pemberton'’s position is not representative of European
private credit managers more broadly. Software
exposure across the market varies significantly and

can be materially higher, a reminder that manager due
diligence and selection is more important than ever.

Against this backdrop, understanding a manager’s
actual exposure, and the analytical rigour applied

to it, is essential. Pemberton’s Direct Lending portfolio,
which includes the Mid-Market Debt, Senior Loan and
Strategic Capital strategies, continues to demonstrate
strong resilience and adaptability in the face of
accelerating Al-driven change.

Exposure
Market to Software
Sector
US Non-traded BDCs 20-30%
US Leveraged Loans (US LSTA) 141%
Europe Leveraged Loans (ELLI) 7.8%

Pemberton Direct Lending Portfolio 1%

For illustrative purposes only. Sources: Houlihan Lokey BDC Monitor Q4 2025,
Pitchbook/Morningstar April 2025 (Pitchbook Sectors). Pemberton Direct Lending
Al Impact Assessment, March 2026.
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Source: Pemberton Capital Advisors LLP, data as of 5 February 2026.
This information is for illustrative purposes only.

In March 2026, Pemberton’s team of senior credit analysts published Al Impact Assessments for the portfolio, drawing
on a range of internal and external sources including proprietary sector research, external diligence reports, public
source materials, and direct dialogue with our portfolio companies. The assessments confirm Pemberton’s limited
software exposure: just one investment out of 104 portfolio companies, representing 1% of the Direct Lending

portfolio, with only limited threats identified from Al.#

Across the Direct Lending portfolio, the majority of portfolio companies are expected to experience a neutral to positive
impact from Al, supported by defensible business models, regulatory barriers, and technical expertise that position
them to benefit from Al adoption while limiting downside exposure to disruption. The portfolio is highly diversified
across sectors and business models, with particularly broad spread within Technology and Business Services, providing
significant downside protection and ensuring resilience as Al evolves.

3Houlihan Lokey, BDC Monitor, Summer 2025

“No investment strategy or risk management technique can guarantee returns or eliminate risk in any market environment.
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Regional Focus — Spain

Spain has emerged as one of the strongest-performing
large economies in Europe, with GDP growth of
approximately 2.9% in 2025 and a projected ~2.3%

in 2026, compared with around 1.0-1.2% growth for
the euro area over the same period. This sustained
outperformance, roughly double the euro-area
average, has been driven by resilient domestic
demand, rising employment, and strong services
exports, positioning Spain among the fastest-

growing advanced economies.®

Spain combines scale with a broad, resilient
mid-market corporate base. As the fourth-largest
economy in the euro area, Spain has approximately
23,000-26,000 companies employing between 100
and 1,000 people, forming the core sponsor-relevant
mid-market. These companies operate across a
diversified set of sectors, including manufacturing,
business services, healthcare, infrastructure,
agribusiness, consumer goods, and renewable energy,
creating a deep and well-balanced opportunity set for
private equity and private credit investors.®

Family ownership remains highly prevalent within Spain’s sponsor-relevant mid-market. An estimated 60-70%
of Spanish companies employing between 100 and 1,000 people are still family-owned or founder-controlled,
typically characterised by conservative balance sheets, long operating histories, and limited prior exposure

to institutional capital. A significant share of these businesses remains led by first-generation owners,
reinforcing a sustained pipeline of succession-driven M&A and sponsor-backed opportunities for private
equity and private credit providers?’

Exports account for approximately 40% of GDP and have grown strongly over the past five years. Between
2019 and 2024, Spanish exports of goods and services increased by approximately 30-35%, rising from just
under US$480bn to over US$640bn. This growth reflects a rapid post-pandemic recovery and continued
gains in competitiveness, driven by industrial goods, pharmaceuticals, agri-food, renewable-energy-linked
manufacturing, and high-value services, alongside structurally strong tourism exports.®

Spain’s private equity market continued to grow in 2025. According to SpainCap estimates, total Private
Equity & Venture Capital investment reached approximately €6.4bn in 2025, representing a +1.8% increase
versus 2024, with activity intensifying in the second half of the year as financing conditions and economic
visibility improved. Capital deployment remained predominantly focused on mid-market buyouts and growth
investments, reflecting continued selectivity by sponsors, whilst average transaction sizes increased modestly
as sponsors prioritised higher-quality assets and platform strategies.’

Deal activity remained resilient but disciplined in 2025. SpainCap estimates indicate approximately 828

private equity and venture capital investments completed, an increase of ¢.5.5% versus 2024. Within private
equity specifically, the middle-market (EV €10-100m) remained the main driver of activity, while the large-cap
segment (EV > €100m) slowed relative to 2024, with approximately 10-15 large transactions closed, accounting
for a smaller share of deal count but a disproportionate share of invested capital. Activity remained below

the peaks of 2021-22 but demonstrated resilience, supported by sector-focused strategies and continued
availability of private credit financing.®

SIMF, World Economic Outlook, January 2026; European Commission, Economic Forecast for Spain, Autumn 2025.

SEurostat Structural Business Statistics; Instituto Nacional de Estadistica (INE), DIRCE database; European Commission SME demography data.

"OECD family-business studies; Banco de Espafia corporate sector analysis; IESE Business School and Tharawat Magazine research on Spanish family enterprises.
8World Bank; UNCTADstat; Macrotrends, Spanish exports of goods and services, 2019-2024.

SpainCap, Venture Capital & Private Equity Activity in Spain (latest available estimates); Chambers & Partners, Private Equity 2025 — Spain.
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International private equity funds strengthened their role in Spain during 2025. SpainCap data shows that
international managers completed approximately 266 investments, representing a +63% year-on-year increase
in number of transactions, while deploying around €4bn of capital. Despite a moderation in large-cap deal
flow, Spain continues to rank as a core destination for cross-border private equity investment in Southern
Europe, particularly in mid-market transactions.™

The private debt market has expanded rapidly alongside sponsor activity. In 2025, an estimated 40 direct
lending transactions were completed in Spain, reflecting roughly 40% year-on-year growth in deal volume
and increasing adoption of private credit in acquisition financings, refinancings, and event-driven situations.™
Despite this growth, Spain remains a bank-dominated lending market. Banks account for approximately
80-85% of total mid-market corporate lending, while direct lenders represent around 15-20%. Penetration

is higher in sponsor-backed deals, where private credit now finances approximately 30-40% of transactions,
highlighting significant headroom for further expansion.”

Spain remains underpenetrated relative to core European private credit markets. Its share of European

direct lending activity is still in the mid-single digits, competitive pressures remain lower than in the UK or
France, and structural protections have not yet been materially eroded, supporting attractive risk-adjusted
opportunities for lenders.” Looking ahead, Spain is well positioned to follow the private capital development
trajectory seen previously in the UK, France, and Italy. Sustained economic growth, a vast pool of family-owned
businesses, succession-driven M&A, EU-supported investment, and continued bank retrenchment point to a
durable, multi-year runway for private equity and private credit deployment.

Against this backdrop, Pemberton is well positioned to capitalise on this opportunity. Since opening its
Madrid office in 2020, Pemberton has established itself as a leading direct lender in Spain. Over this period,

it has closed more than 20 transactions in the region, deploying €3bn to support both local and international
sponsors in the acquisition, refinancing, add-ons, and sale of landmark Spanish companies such as Natra,
Donte, Ayesa and many more. Through this activity and proven track record, Pemberton has built long-
standing relationships with more than 40 active sponsors in the region, enabling consistent access to

a strong pipeline of high-quality opportunities, including a meaningful proportion of proprietary transactions.
The firm expects this momentum to continue, with a positive outlook for deal flow in the year ahead.

°SpainCap, Venture Capital & Private Equity Activity in Spain (latest available estimates); Chambers & Partners, Private Equity 2025 — Spain.
"Deloitte analysis cited by White & Case Debt Explorer; Debtwire, European Direct Lending Rankings 2025

2Banco de Espafia, Financial Stability Report; Deloitte private credit market studies.

*Debtwire; Reuters; comparative European private credit penetration analyses.
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Direct Lending Portfolio Overview

In Q4-25, Pemberton’s portfolio companies across our direct lending strategies continued to deliver strong financial
performance, reflecting a disciplined strategy targeting resilient mid-market companies. Notably, 71.9% of the
companies analysed showed positive revenue delta. The graphs below show the diversified nature of Pemberton's
portfolio. Note that while we are a European-focused lender, some of our borrowers have global revenues.

Portfolio Companies by Region'® Portfolio Companies by Sector

Analysis based on 58 portfolio companies with
the methodology outlined below'™

2% 1%

® Pan-Europe
Global
United Kingdom

Tech 5%

= Business Services 16%

19%

= Netherlands Industrials Manufacturing

Spain & Logistics
Germany 13% = Food & Beverage
France Financial Services
Italy 29% Other
Healthcare 16%
Source: Pemberton internal data as of Q4-2025. Chart data reflects region
where portfolio companies generate majority of revenues (over 50%). Source: Pemberton internal data as of Q4-25. Sectors as defined by Pemberton.

Direct Lending Portfolio Statistics per Q4-25

€38.9m 9.8x 4.6x

Median company size Average EV/LTM EBITDA Average net leverage
(LTM EBITDA)

Source: Pemberton internal data as of Q4-25. For illustrative purposes only.

“Past performance is not a reliable indicator of future results.

“Borrowers with more than 50% of revenues within the country where they are headquartered will be classified as within that specific country. Pan-Europe: Borrowers
who have more than 50% of their revenues outside of the country in which they are headquartered but still largely within Europe. Global: Borrowers who have more than
50% of their revenues outside of Europe.

"®Portfolio analysis is based on a sample size of 58 companies. Criteria excludes (i) companies with material M&A activity (financial data is not like-for-like or PF adjusted),
(i) turnaround situations (material growth due to underperformance in PY), (i) underperforming names (year-on-year revenue or EBITDA decline of >25%).
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Sector Performance Q4-25 vs. Q4-24

We saw revenue growth in all sectors, with standout performance in Healthcare (13.0% revenue growth).
Industrials, Manufacturing & Logistics and Food & Beverage showed more modest revenue growth at 1.5%
and 2.5% respectively.

Year-on-year EBITDA growth exceeded revenue growth in several sectors. This trend was most pronounced in
Industrials, Manufacturing & Logjistics (5.2% EBITDA growth vs. 1.5% revenue growth), Others (12.3% vs. 11.9%), and
Business Services (11.8% vs. 9.8%). Food & Beverage experienced EBITDA decline, despite positive top-line growth,
broadly reflecting sector-wide volume pressure and continued commodity inflation.

Average EBITDA margins remained strong across sectors, with Food & Beverage at the lower end at 16.9%,
and peak margins recorded in Financial Services (32%), Business Services (23.2%), and Healthcare (21.5%).
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Source: Pemberton internal data as of Q4-25.
There is no guarantee that sector performance growth will be achieved in the future. Past performance is not a reliable indicator of future results.
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Disclaimer

This document is intended only for the person to whom it has been
delivered and is solely for discussion / information purposes.

Any third-party information (including any statements of opinion and/
or belief) contained herein is provided by Pemberton Capital Advisors
LLP (“we", “our” or "us") and has not been independently verified.

Statements of opinion, market or performance information and any
forecasts or estimates contained in this document are prepared on the
basis of assumptions and conclusions reached and are believed to be
reasonable by us at the time.

No representation, warranty, assurance or undertaking (express or
implied) is given (and can therefore not be relied upon as such),

and no responsibility or liability is or will be accepted by us or any

of our affiliates or our respective officers, employees or agents as

to the adequacy, accuracy, completeness or reasonableness of the
information, statements and opinions expressed in this document. Any
opinions expressed in this document do not constitute legal, tax or
investment advice and can therefore not be relied upon as such. Please
consult your own legal or tax advisor concerning such matters.

The information contained in this document (which does not purport
to be comprehensive) is believed to be accurate only at the date of this
document and does not imply that the information herein is correct at
any time subsequent to the date hereof and such information is subject
to change at any time without notice.

The views expressed herein are subject to change based on market
and other conditions and we give no undertaking to update the
information, to reflect actual events, circumstances or changes in
expectations or to provide additional information after its distribution,
even in the event that the information becomes materially inaccurate.

The recipient acknowledges and agrees that no person has, nor is held out
as having, any authority to give any statement, warranty, representation,
assurance or undertaking on our behalf. No part of this document may be
reproduced in any manner without our written permission.
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This document has been prepared and issued for use in the UK and

all countries outside of the European Union and Middle East by
Pemberton Capital Advisors LLP. Pemberton Capital Advisors LLP is
authorised and regulated by the Financial Conduct Authority (“FCA")
and entered on the FCA Register with the firm reference number
561640 and is registered in England and Wales at 5 Howick Place,
London SW1P 1WG, United Kingdom. Registered with the US. Securities
and Exchange Commission as an investment adviser under the U.S.
Investment Advisers Act of 1940 with CRD No. 282621 and SEC File No.
801-107757. Tel: +44(0) 207 993 9300.

This document has been prepared and issued for use in the European
Union by Pemberton Asset Management S.A.. Pemberton Asset
Management S.A. is authorised and regulated by the Commission de
Surveillance du Secteur Financier (“CSSF") and entered on the CSSF
Register with the firm reference numbers A1013 & A1342 and is registered
in Grand Duchy of Luxembourg at 70 route d'Esch, L-1470. Pemberton
reports to the US. Securities and Exchange Commission as a reporting
exempt investment adviser under the U.S. Investment Advisers Act of
1940 with CRD 282865 and SEC File No. 802-107832. Tel: +352 26468360

This material is being distributed/issued in the Middle East by
Pemberton Capital Advisors LLP (DIFC Branch) (“PCA DIFC"). PCA

DIFC is regulated by the Dubai Financial Services Authority (“DFSA”).
This document is intended only for Professional Clients or Market
Counterparties as defined by the DFSA and no other person should

act upon it. Please note that this Fund is not based in the Dubai
International Financial Centre ("DIFC). This material relates to a Fund
which is not subject to any form of regulation or approval by the DFSA.

www.pembertonam.com

Pemberton is a registered trademark. © Pemberton
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