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VIEWPOINT
The Trust is a newly incorporated Listed Investment Trust (LIT), managed by Metrics Credit
Partners (Metrics), a Sydney-based specialist Australian loans manager. The Trust invests in a
number of Metrics' underlying funds spanning mid-market corporate lending, property, acquisition
finance, asset-backed financing and growth capital. While the Trust is structured with an aggressive
return target, Zenith believes the diversifying properties of the underlying asset class, coupled with
Metrics' high calibre investment team, positions the Trust to deliver attractive risk-adjusted returns.

Metrics was formed in 2011 by four key principals; Andrew Lockhart; Justin Hynes; Graham
McNamara; and Andrew Tremain. The business is 65% owned by the principals with the remaining
equity owned by Pinnacle who is also responsible for distribution. Zenith notes that investing in
loans is a highly specialised skill set, that extends well beyond traditional credit investing. This
includes a complete understanding of the origination process, detailed knowledge of funding
structures, and the ability to manage distressed assets.

The Trust's investment objective is to deliver an absolute return of 8% p.a. to 10% p.a. (net of fees)
over an economic cycle, while paying a 7% p.a. quarterly coupon. To achieve this, the Trust inter-
funds into the following internally-managed strategies (indicative ranges included in brackets): MCP
Credit Trust (MCT) (40% to 50%); MCP Secured Private Debt Fund (SPDF and SPDF II) (20% to
30%); and MCP Real Estate Debt Fund (REDF) (20% to 30%).

To meet the investment objective, Metrics targets bespoke lending opportunities across a range of
sectors and industries, covering the entire risk continuum, from senior secured loans to deeply
subordinated loans / mezzanine debt financing. In addition, Metrics retains the flexibility to include
upside equity participation as part of its lending agreements e.g. via out-of-the-money call options,
equity warrants, preference shares or contractually.

Zenith is supportive of this feature noting the potential return enhancement. While Metrics needs to
evolve its operational framework (including valuation policies) to correctly value equity/optionality
and convertible notes, we are supportive of the potential for investors to receive enhanced returns.

Portfolio construction at the underlying fund reflects the top-down views of the Metrics Investment
Committee (MIC). In setting each portfolio, the MIC considers each Fund's target return,
diversification guidelines and issuer limits. In addition, given the limited liquidity of the asset class,
the MIC will seek to diversify across holding periods, tenors to maturity and credit quality.

The position sizing of loans across portfolios is subject to each fund's diversification guidelines.
Further, this can be an outworking of the origination pipeline and the maturity profile of the fund.
Zenith notes that each of the underlying funds permits sizeable allocations to individual borrowers.
While we are confident that this flexibility is used in isolated circumstances, we nevertheless would
prefer that this aspect of the process is tightened.

On listing, Trust units are expected to have a Net Tangible Asset value (NTA) equal to the listing
price. This is achieved with Metrics absorbing the initial establishment costs and partially recouping
these via the application of an Investment Equalisation Expense (IEE) of 0.26% p.a. Zenith
highlights that to be consistent with best practice, Metrics should consider absorbing all of the costs
associated with establishment. The Trust is seeking to raise a minimum of $A 200 million under the
offer, with a maximum of $A 300 million (excluding up to 5% of oversubscriptions). The closing date
of the priority and general offer is 12 April 2019.

FUND FACTS
LIT seeking to generate absolute returns of 8% p.a. to 10% p.a. (net of fees)●

High quality investment team with deep lending experience●

Diversified exposure to the Australian corporate loan market●

Zenith charges a fee to the Product Issuer to produce this report.
For further information please refer to the Disclaimer & Disclosure at the end of this report.
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APPLICATIONS OF INVESTMENT

SECTOR CHARACTERISTICS
Listed Investment Trusts (LITs)
In assessing the performance of LITs, it is vital to understand
how their structure affects the final performance figures as it is
materially different to unlisted funds. As listed vehicles, the
portfolio returns generated are exposed to additional volatility
from unit price movements and can trade at significant
premiums or discounts to Net Asset Value (NAV).

As an indication however, a series of return data can be
viewed on the basis of the returns generated by:

Unit price and distributions●

Change in NAV and distributions●

Returns generated internally by the investment portfolio●

For comparison purposes, the use of the internal portfolio
returns versus the benchmark gives the closest measure of the
investment manager's skill in generating returns. However,
these returns may not be able to be fully crystallised for holders
given the potential for unit price movements on the ASX.

At various times when assessed on a purely quantitative basis,
a LIT can trade away from its NAV which may represent good
buying or selling opportunities. While these instances may
boost investment returns, there is no guarantee that the
discount or premium will converge to NAV, therefore, gains
cannot be crystallised.

LITs differ in several important ways from Listed Investment
Companies (LICs). Of particular note, owing to the trust
structure used by LITs, 100% of net trust income must be paid
as a distribution in the year it is earned. As a company, LIC's
will pay dividends at the election of the Board in accordance
with the LIC's dividend policy. LIC profits may be retained in
order to create a more even flow of dividends.

Australian Fixed Interest
The sector typically comprises funds investing in the Australian
fixed interest market, specifically focusing on the corporate
debt market. The sector incorporates both benchmark aware
and unaware strategies. Managers typically add value through
sector positioning and security selection.

Zenith benchmarks all funds in this space against the
Bloomberg AusBond Bank Bill Index, which is reflective of the
underlying benchmark used by the majority of managers in this
category. Given funds in the sector typically invest in longer
dated corporate securities they may display greater downside
volatility than the Index, i.e. while the index is used as a
performance benchmark it’s not representative of the risks
involved in investing in the corporate debt sector.

Demand for higher yielding corporate issues (including loans)
has risen in more recent times owing to the co-ordinated effort
by central authorities to maintain historically low cash rates.
This has increased investor tolerance for lower-grade and
higher yielding debt to enhance income generation.

PORTFOLIO APPLICATIONS
From a portfolio perspective, the Trust may be suitable as a
component in the income portion of a well-diversified portfolio.
The Trust is considered appropriate as a complementary
exposure to domestic fixed interest for investors with a greater

sensitivity to inflation eroding returns. It may be blended with
international fixed interest strategies to produce a more
balanced set of investment outcomes.

Investors should be aware that the Trust may not provide the
defensive characteristics of traditional bonds and returns may
be correlated with those of broader equity markets in periods of
stress.

Notwithstanding the more conservative nature of Metrics'
lending process, there is potential for moderate to high levels
of volatility, with the possibility of capital loss, Zenith
recommends taking a medium to long-term investment
timeframe.

RISKS OF THE INVESTMENT

SECTOR RISKS
Funds within the “Australian Fixed Interest – Listed Investment
Company” sector are exposed to the following broad risks:

MARKET RISK: Changes in economic, technological,
environmental or political conditions and market sentiment may
lead to a decline in general security prices and overall market
volatility. During a general downturn in the securities markets,
multiple asset classes may decline in value simultaneously.

CREDIT SPREAD RISK: In addition to being sensitive to
general interest rate changes, non-government securities are
also sensitive to changes in credit spreads (commonly the
difference in yield between a government bond and a corporate
security). A widening of spreads results in a fall in the value of
these securities.

DEFAULT RISK: Given fixed interest securities represent
loans to borrowers (including governments, banks and
companies) there is a risk that these borrowers may default on
interest or principal repayments. Default risk is often reflected
in credit ratings assigned by various credit agencies, which are
subject to change.

LIQUIDITY RISK: Fixed interest markets can experience
periods of illiquidity, which can result in difficulties in buying or
selling securities without adversely impacting the price.

CREDIT RISK: Loans to borrowers involve risk that these
borrowers may default on interest or principal repayments.
Credit risk is often reflected in credit ratings assigned by
various credit agencies, which are subject to change.

INTEREST RATE RISK: May be derived from a number of
sources including market interest rate movements, prepayment
risk and overweighting to low yielding assets.

CAPITAL RISK: Occurs when loans default and the realisation
of the security asset is insufficient to repay the debt.

PREMIUM / DISCOUNT TO NTA: The listed structure means
that a LIC's share price may deviate substantially from its
underlying net tangible assets due to cyclical and/or sentiment
driven factors. Movements in either premiums or discounts can
be unpredictable and may have a significant impact on
realisable value and the overall investment returns regardless
of the investment managers skill.

REGULATORY RISK: The ASIC Regulatory Guide 97
‘Disclosing Fees and Costs in PDSs and Periodic Statements'
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came into effect on 1 October 2017, and seeks to establish a
common framework for disclosing fees with respect to
registered managed investment schemes issued to retail
investors.

In January 2019, ASIC released a Consultative Paper (CP),
seeking feedback with respect to proposed changes to the
existing fee and cost disclosure regime. The consultation
period ends in April 2019, following which, ASIC will collate
feedback and structure final recommendations, notifying of an
intended implementation period.

In its current form, RG97 is not expected to impact the actual
costs (or net returns) on existing investments. Rather, the
guide is focused on providing increased transparency with
respect to the costs of management. Given this, it is feasible
that under RG97, investors become more sensitive to the costs
charged and seek lower cost alternatives, potentially leading to
fund outflows.

FUND RISKS
Zenith has identified the following key risks of the Trust.
Although Zenith believes the risks noted are all significant, we
have listed them in order of importance. In addition, we have
not intended to highlight all possible risks.

KEY PERSON RISK: Given the collegiate nature of the four
key principals, Zenith considers key person risk to be low.
Notwithstanding this, if any of the principals departed, this
would warrant a reassessment of our rating.

EQUITY RISK: Metrics has the flexibility to include upside
equity participation as part of its loan agreements e.g. via out-
of-the-money call options, equity warrants, preference shares
or contractual. Where these events are crystallised, the Trust
may gain exposure to equity risk. While this isn't expected to
be a material allocation, it nonetheless has the potential to
increase volatility.

IPO / LIQUIDITY RISK: There is a risk that the IPO of the Trust
fails to raise sufficient capital to enable efficient market liquidity
and pricing. Should Metrics fail to raise a level of capital that
Zenith believes is required for the Trust to be priced effectively,
Zenith will retain the right to revisit our issued rating.

LEVERAGE RISK: The underlying Metrics funds to which the
Fund is exposed may use financing to manage their lending
commitments and ultimately achieve their investment
objectives. This may magnify gains and losses on underlying
holdings.

ASSET CLASS RISK: Although the Fund offers diversity in
terms of regions, sectors, issuers, securities and maturities, the
majority of the portfolio is exposed to the performance of the
loan market. As such, a key risk to the performance of the
Fund is a significant deterioration in this market, which could
eventuate due to an economic shock (e.g. 2007-2009) or a
general deterioration in the economic and credit environment.

RELATIVE PERFORMANCE RISK: Investors should also
acknowledge that the Fund may underperform traditional bond
funds and those benchmarked against domestic or global bond
indices in a falling interest rate environment or in an
environment where credit performs poorly relative to
government bonds.

VALUATION RISK: Given the idiosyncratic nature of loans

investing coupled with the limited secondary market, valuation
risk is considered high for the Trust. While Metrics has a robust
and clearly defined valuation policy, there is a risk that the
realisable value of securities may not align with the mark-to-
market value carried by Metrics.

LIQUIDITY RISK: As an over-the-counter 'private market',
liquidity can vary significantly through different market
conditions. While the listed structure obviates most of the
liquidity risk, this can have an effect on market pricing and the
mark-to-market of specific assets.

SUB-INVESTMENT GRADE CREDIT RISK: By its nature and
as reflected by its rating, sub-investment grade debt has a
higher potential of default. Although investors have historically
been compensated, in the form of excess returns, there is the
potential for the strategy to experience more defaults than the
broader market.

Additionally, defaults tend to cluster in certain years and
therefore investors should expect periodic episodes of higher
defaults. Nevertheless, given the Fund is expected to have a
significant proportion of the portfolio in sub-investment grade
debt, investors should be aware of the increased risk involved
in this allocation. That said, given the secured nature of the
loans, they have traditionally had higher recovery rates in the
event of defaults.

UTILISATION RISK: The Trust will invest in loans whose level
of draw down may vary over time. Returns to the Trust will vary
according to the level of utilisation by borrowers of such
revolving credit facilities.

QUALITATIVE DUE DILIGENCE

ORGANISATION
Metrics Credit Partners (Metrics) was formed in 2011 by
principals: Andrew Lockhart; Justin Hynes; Graham
McNamara; and Andrew Tremain, and is a specialist domestic
loans manager. The business is 65% owned by the key
principals with equity equally split across each member, while
Pinnacle Investment Management (Pinnacle) holds the
remainder of the firm's equity.

Metrics was originally formed with the support of the National
Australia Bank (NAB) who acquired a 35% equity stake in
return for providing a range of support services. This stake was
reacquired by Metrics in mid-2018 and subsequently sold to
Pinnacle. Following the change, all commercial terms between
Pinnacle and Metrics remained in place, while Pinnacle added
two representatives to the Metrics board (Ian Macoun and
Andrew Chambers).

Zenith considers the change in ownership from NAB to
Pinnacle to be positive, noting the close working relationship
between the two organisations. Further, with a greater
alignment of interest in terms of profitability, Zenith expects the
collaboration to increase over time.

In terms of distribution, Metrics is represented by Pinnacle who
is a specialist third party distributor, currently supporting a
further ten boutique investment managers. Pinnacle is listed on
the ASX and its underlying managers collectively manage in
excess of $A 46.7 billion as at 31 December 2018.

Metrics manages approximately $A 3.3 billion (as at 31
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December 2018). Due to the nature of the asset class i.e.
limited liquidity, Metrics has historically focused on the
institutional market, with its retail presence limited to the listed
trusts. Overall, Zenith considers Metrics to be a well structured
and focused Australian loans manager, while Pinnacle's
distribution support ensures the key principals focus on
investment related matters.

The Trust is seeking to raise a minimum of $A 200 million
under the offer, with a maximum of $A 300 million (excluding
an allowance of up to 5% for oversubscriptions).

INVESTMENT PERSONNEL

Name Title Tenure

Andrew Lockhart Managing Partner 7 Yr(s)

Justin Hynes Managing Partner 7 Yr(s)

Graham McNamara Managing Partner 7 Yr(s)

Andrew Tremain Managing Partner 3 Yr(s)

The investment team is comprised of 21 investment
professionals (as at 31 December 2018) and is built around the
four key principals, with support provided by the New Asset
Origination and Portfolio Risk Management teams. These
teams are further supported by a pool of investment analysts
and associates who contribute fluidly across the loan
origination and servicing process. Zenith highlights that Metrics
continues to invest heavily in resourcing with the investment
team consistently expanding over time.

The primary decision-making body is the Metrics Investment
Committee (MIC) which is comprised of the principals and is
responsible for approving all loan proposals, ongoing
monitoring and determining risk management strategies in the
case of impaired borrowers. The MIC meets on a daily basis,
albeit communication is ongoing and fluid across the team.

Employing a flat structure, each of the principals is jointly
responsible for all aspects of the loan origination and ongoing
monitoring process. Interestingly, Metrics does not assign
specific responsibility for a borrower to a member of the team,
but instead, this resides with the MIC as a collective.
Therefore, each team member is familiar with all of the
borrowers in the portfolio and can work interchangeably across
the loan book. As such, workflow allocation is an informal
process and guided by each team member's respective
workload.

The current decision-making structure collectively harnesses
the depth and expertise of the senior members of the team
(which is significant). However, in Zenith's opinion, the current
approach may not be sustainable as the loan book grows. As
the number of borrowers and products increase over time,
Metrics may need to introduce a layer of specialisation, which
could include allocating responsibility based on industry and/or
sector lines.

In terms of the backgrounds of the key principals, Lockhart has
approximately 32 years of lending experience, spanning loan
origination, structuring and portfolio management. This has
been gained across multiple senior lending positions at NAB.
Importantly, Lockhart has led a number of steering committees
with respect to distressed assets. Zenith considers Lockhart to

be a highly experienced and impressive loans investor,
demonstrating a fierce loyalty to protecting the interests of
underlying investors.

Hynes has a similar background, with approximately 22 years
of lending experience largely gained at NAB and Credit Suisse,
with specialisation in leveraged and acquisition finance as well
as corporate lending.

McNamara is the most experienced member of the team with
in excess of 39 years of experience, across traditional lending,
but also including agency management and corporate banking.
McNamara joined Metrics from NAB and prior to that Westpac,
where he was responsible for setting up loan syndication
businesses.

Tremain was the final member of the team to join Metrics,
transitioning across from Mizuho in 2015, where he was the
International Head of Acquisition Finance. Tremain has
extensive experience in debt origination, portfolio management
and syndication experience, which has been gained across a
number of financial institutions including NAB and ABN AMRO.

The MIC is supported by the specialist New Asset Origination
team which is responsible for all aspects of the origination of
new portfolio assets including review and analysis of due
diligence materials, preparation of investment submissions,
review and negotiation of transaction documentation through to
transaction close.

Zenith notes that the remit of this team has evolved over time
where previously it was responsible for analysing background
information, key financial metrics, documentation and
transaction closing etc. The team has been structured to
perform a more traditional origination function i.e. where team
members are meeting with prospective borrowers and
maintaining an origination pipeline based on their respective
areas of expertise i.e. acquisition finance, real estate
transactions and traditional corporate lending.

The New Origination team is supported by a pool of six
investment associates who provide ongoing support in terms of
background industry/borrower research, new loan submission,
preparation of loan documentation and loan servicing.

Finally, a Portfolio Risk Management team is responsible for
the ongoing management, monitoring and review of portfolio
assets together with portfolio analytics and monitoring. Zenith
notes that Metrics has continued to invest in the above-
mentioned functions, growing them in parallel with increased
FUM.

Zenith believes that it is important to note that there is a clear
separation between each of these teams which Zenith sees as
strongly appropriate, adding considerable robustness to the
Fund's operations.

The firm's remuneration structure is a combination of base
salary/discretionary bonuses and dividends that are paid from
the profitability of the business. In assessing Metrics'
remuneration structure, it is important to distinguish between
equity holders and salaried employees. Equity holders receive
a base salary which is benchmarked to industry levels, with
variable compensation received in the form of dividends paid
out by the company. Further, any performance fees generated
by the business form part of the company's revenue and are
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not individually attributed to specific employees.

The salaried team members are remunerated with a
combination of base salary and a variable bonus component
which is subject to further deferral provisions. The bonus
reward payments are reflective of each team member's
individual contribution coupled with business performance.

Overall, Zenith considers the Metrics investment team to be
high quality with deep lending experience. In particular, the
credit assessment skills across the team is considered a strong
point of differentiation, which is further augmented by the
collegiate approach to lending decisions. In our opinion, as the
business grows and potentially moves further down the risk
continuum, additional specialisation across the key principals
and potent ia l  increases in  resourc ing to  manage
underperforming assets will be required.

INVESTMENT OBJECTIVE, PHILOSOPHY AND
PROCESS
The Trust's investment objective is to deliver an absolute return
of 8% p.a. to 10% p.a. (net of fees) over an economic cycle.
The strategy is facilitated via a quarterly distribution profile
coupled with low volatility and diversification across a broad
cross-section of Australian corporates. Zenith notes that the
investment objective is a guide and will be influenced by
industry pricing in the broader loan market, which can vary
depending on the prevailing economic environment and
appetite for risk.

Metrics believes that the Australian corporate loan market
represents an attractive opportunity set, providing superior risk-
adjusted returns compared to traditional bond portfolios. In
particular, the crossover range between investment grade and
sub-investment grade provides the greatest opportunity set,
particularly in terms of market pricing relative to default risk.

Zenith notes that investing in loans is a highly specialised skill
set, that extends well beyond traditional credit investing. For
example, this includes a detailed understanding of the
origination process, funding structures i.e. revolving facilities,
term loans with different amortisation features, and the ability
to manage distressed assets which also includes the ability to
work and influence syndicate loan members with different risk
tolerances and return expectations, with a view to maximising
investment outcomes.

In addition, gaining access to attractive loan deals is largely
relationship/network based, and a function of Metrics' deep
experience in the lending market. Zenith notes that Metrics
works closely with the major banks who provide asset
origination and warehousing facilities, which underpins deal
flow and ensures that investors capture the scale benefits of
each organisation. Metrics also originates loans directly with
borrowers.

To reach the investment objective, Zenith notes that the Trust
has been designed with an aggressive investment strategy,
where Metrics targets bespoke lending opportunities across a
range of industries and sectors including mid-market corporate
lending, property acquisition finance, asset-backed financing
and growth capital for fast growing companies typically backed
by private equity. This can include higher risk lending where
there is less subordination and asset protection, while there is
also scope for Metrics to acquire equity interests from

borrowers.

As a consequence, Zenith highlights that while the Trust is
structured to produce a regular income distribution (net
distribution of 7% p.a.), the underlying investment exposures
are expected to cover the full continuum of risk assets
including senior secured borrowers to deeply subordinated
loans / mezzanine debt financing. Therefore, the Trust is
expected to exhibit both equity and debt properties, with the
potential for meaningful drawdowns.

The Trust inter-funds into the following three investment
vehicles:

MCP Credit Trust (MCT) (40% to 50%)●

MCP Secured Private Debt Fund (SPDF and SPDF II) (20%
to 30%)

●

MCP Real Estate Debt Fund (REDF) (20% to 30%)●

Zenith notes that the allocations to each strategy is largely
subjective, albeit consistent with the Trust achieving
diversification across borrower, industry and credit spectrum.
Further, the allocations to each vehicle are not bound by any
limits, to ensure maximum flexibility to capture potential
opportunities. Zenith highlights that while this structure affords
a high level of autonomy to Metrics, we are confident that the
underlying loan mix will be managed in a prudent manner and
consistent with the firm's longer-term track record.

Zenith notes that the MCP Credit Trust is a recently
established vehicle (inception date: 21 December 2018) while
the SPDF and SPDF II vehicles were launched in November
2015 and October 2017, respectively. The REDF was launched
in October 2017. The following section provides an overview of
each of the underlying funds:

MCT

The Fund provides private capital to companies, projects and
special purpose vehicles (SPVs), diversified across borrowers
and industries. While the type of lending is flexible, it is
expected to include a combination of mid-market corprorate
lending, property financing and growth capital for fast growing
companies.

In addition to traditional lending, Metrics has the flexibility to
include upside equity participation in loan agreements e.g. via
out-of-the-money call options, equity warrants, preference
shares or ordinary equity, where a share of equity will be
included, based on the crystallisation of a pre-defined event
e.g. ASX sharemarket listing, private equity buyout etc. Under
this scenario, Metrics receives a regular coupon payment (or
payment in kind interest) through the life of the loan until one of
the aforementioned events occurs. The inclusion of equity
optionality is expected to occur relatively infrequently i.e. less
than 10% of all loans.

Zenith is supportive of this feature noting the potential return
enhancement. While Metrics needs to evolve its operational
framework (including valuation policies) to correctly value
equity/optionality and convertible notes, we are supportive of
the potential for investors to receive enhanced returns.

Metrics targets a return of 11% p.a. to 14% p.a. (with a cash
yield of 7% p.a.) with an expected asset duration of three to
five years, albeit this may vary over the life of the Fund. While
the portfolio is yet to be fully invested, Metrics expects an
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average weighted credit rating of approximately B at the time of
full capital deployment. There is no minimum requirement in
terms of investing in senior versus subordinated loans, albeit
we expect the latter to comprise the majority of loans.

Zenith highlights that Metrics is an externally marketed vehicle,
managed under its own set of investment objectives, portfolio
guidelines etc. Therefore, the ability to tailor the underlying
investment exposures at the Trust level (i.e. MOT entity) is
constrained versus investing via segregated mandate
approach. For example, if there were unintended sector biases
permeating across the three underlying funds i.e. a bias to
commercial real estate, there is limited flexibility to steer the
borrower mix away from these biases.

SPDF and SPDF II

The Funds offer investors direct exposure to the mid-market
corporate loan market by investing in loans to private
corporates, private equity sponsored, real estate and
structured finance borrowers. The Fund seeks to achieve a
hurdle return of 4.0% above 90-day Bank Bill Swap Rate
(BBSW) with an asset duration range of six months to ten
years. The Fund typically invests in sub-investment grade
loans, across 15 to 25 borrowers each, diversified across
industry and sectors.

In terms of SPDF II, as at 31 December 2018, the Fund
comprises 14 borrowers with an average exposure of
approximately 7% and the largest borrower accounting for 11%
of the portfolio's net asset value (NAV). At the same date the
portfolio value was $A 190 million with a weighted average
tenor of approximately 3.2 years.

Zenith notes that Metrics has been managing these types of
transactions since the inception of the firm in 2011, while the
first SPDF vehicle was launched in 2015. Over this period,
Metrics has consistently achieved a net running yield that
exceeds the stated objective with no incidence of distressed
assets.

REDF

The Fund invests in a portfolio of Australian Commercial Real
Estate (CRE) loans, diversified across office, retail, industrial,
residential development and specialist real estate assets i.e.
hospitality, healthcare etc. The Fund seeks to achieve a hurdle
return of 5.0% above 90-day Bank Bill Swap Rate (BBSW) with
an asset duration range of six months to ten years. The Fund
typically invests in sub-investment grade loans, across 10 to 20
borrowers, diversified across industry and sectors.

A set of guidelines, control the level of geographic risk (on a
state-by-state basis) and development risk which is restricted
to less than 70% of the portfolio's net asset value (NAV). The
Fund is managed to a set of guidelines, which limits the level of
concentration on a state by state level. At least 50% of loans
are required to be senior ranking.

In terms of the current portfolio (as at 31 December 2018), the
Fund comprises 17 borrowers with an average exposure of
approximately 6% and the largest borrower accounting for 11%
of the portfolio's net asset value (NAV). At the same date the
portfolio value was $A 186 million with a weighted average
tenor of approximately 1.1 years.

Investment Process

The cornerstone of the investment process is a daily portfolio
meeting where the key principals discuss the macroeconomic
environment, relative value across industries and the preferred
setting across risk bands. Across the firm's lending and
origination networks, a detailed understanding of major
corporate participants is maintained, including their market
position, credit quality and debt maturity profile.

The top-down views of the team influence the allocation of its
resources regarding the assessment of new opportunities,
particularly when resource prioritisation is required. Given the
time sensitive nature of corporate lending, often the funding
requirements of borrowers will take precedence over top-down
sectoral preferences.

The first step in the process involves identifying potential
borrowers through Metrics' origination networks. Origination
sources include the following: Direct - where Metrics works
directly with a corporate to arrange a lending facility;
Syndication - Metrics will form part of a syndicate of lenders
that meet the borrowing requirements of a corporate; and
Secondary - where loans are purchased and sold on the
secondary market.

Metrics maintains a pipeline of asset origination opportunities,
which are cross referenced with the broader requirements of
each of the underlying portfolios. This includes the maturity
profi les of each of the underlying funds, scheduled
amortisations and asset divestments. Target borrowers are
tracked over time with the objective of moving to full diligence
once the opportunity to acquire an asset becomes available i.e.
refinancing, acquisition.

Zenith considers Metrics' origination networks to be a key
competitive advantage. Invitations to loan syndications and
club facilities are highly relationship based and are not easily
replicated. We believe this creates a healthy pipeline of new
deal opportunities.

SECURITY SELECTION
The lending process involves traditional bottom-up credit
analysis which is detailed in an investment submission, forming
the basis for all investment decisions. The submission
comprises a summary of the lender's borrowing requirements,
relevant exposure limits, financial statements and an
investment paper which highlights and evaluates the risks
associated with a new proposal.

The investment paper includes both traditional financial
statement analysis and qualitative research with a focus on a
borrower's operating environment. Financial statement analysis
includes a detailed review of a prospective borrower's
financials, which is distilled into a range of key metrics and also
used to generate cashflow forecasts and undertake sensitivity
analysis. The analysis also includes a comparison with the
broader peer group, both in terms of pricing and risk.

With respect to qualitative research, some of the key metrics
assessed include: industry structure; management strategy
and governance; corporate structure; capital structure of the
firm i.e. level of subordination and equity support and the level
of operational risk.

In support of the credit research process, Metrics has a clearly
defined Environment, Social and Governance (ESG)
framework, which excludes a number of industries such as
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tobacco, pornography, weapons etc. The process culminates
with a credit rating for both the issuer and the proposed
transaction.

The MIC is ultimately responsible for approving/rejecting
borrowing requests.

In Zenith's opinion, Metrics' credit research is comprehensive,
making effective use of external due diligence providers
including tax, accounting, legal, industry/commercial,
environmental and insurance experts. We believe the firm has
a sustainable competitive advantage in post-investment
analysis, which includes defining its exit strategy in both normal
circumstances and in the case of a distressed borrower.

At a granular level, Metrics' outlines the type of security that it
is willing to hold, including the frequency of asset value
reviews, legal risks associated with taking security and the
documentation requirements. In the case of a distressed
borrower, this can involve participating in workout committees
and engaging with a range of independent experts.

The Investment Committee considers ESG risks in its
investment decision making processes in order to protect and
manage its investments on behalf of its clients for the long-
term. Metrics defines ESG as an investment decision making
that considers environmental, social and governance risks
associated with companies in which it invests and employs
strategies to evaluate their impact within the context of financial
and investment risk analysis.

PORTFOLIO CONSTRUCTION
Employing a fund-of-fund structure, portfolio construction
occurs at the underlying fund level. Portfolio construction is the
responsibility of the MIC, with all investment decisions requiring
unanimous approval prior to proceeding.

As detailed previously, the Trust includes an initial indicative
allocation to the following strategies (with target range in
brackets): MCT (40% to 50%); SPDF and SPDF II (20% to
30%); and REDF (20% to 30%). The Trust's strategic weighting
is set to achieve the Trust's investment objective and provide a
structural level of diversification.

Zenith notes that the aforementioned investment ranges are
indicative only, with Metrics retaining the flexibility to invest
outside of these limits. This is largely reflective of the
opportunistic nature of direct lending, where the timeliness of
deal flow often takes precedence over top-down asset
allocation considerations. Thus, the enhanced flexibility is
designed to afford the key investment principals the ability to
respond to lending opportunities as they arise.

In our opinion, the additional flexibility reflects the nature of
private lending, and the requirement to lend in a timely manner.
With the underlying asset pools having commensurate
risk/return profiles, there is less risk of the portfolio being
skewed to riskier assets and producing investment returns
outside of investor expectations.

Zenith notes that Metrics has the flexibility to hold the same
loan across multiple portfolios. For example, MCT and SPDFII
may each hold an interest in a loan from the same borrower.
Zenith is supportive of this flexible approach noting the
potential synergies from executing in larger parcel sizes i.e.
higher upfront fees, greater access to syndication deals etc.

Portfolio construction at the underlying fund level is largely
subjective, reflecting the top-down views of the MIC. In setting
each portfolio, the MIC considers each Fund's target return,
diversification guidelines and issuer limits. In addition, given
the limited liquidity of the asset class, the MIC will seek to
diversify across holding periods, tenors to maturity, credit
quality. In practice, each fund will have a staggered maturity
profile, to facilitate the payment of redemptions and for
redeployment as lending opportunities are identified.

The position sizing of loans across portfolios is subject to each
Trust's diversification guidelines. Further, this can be an
outworking of the origination pipeline and the maturity profile of
the Fund. Zenith notes that each of the underlying funds
permits sizeable allocations to individual borrowers e.g. up to
15% at the borrower level. Further, the guidelines are
structured to permit these limits to be exceeded, if it is deemed
in the best interests of unitholders. While Zenith is confident
that this flexibility is used in isolated circumstances, we
nevertheless would prefer that this aspect of the process is
tightened.

The underlying funds have the flexibility to utilise core leverage
subject to the investment strategy and objectives of each
vehicle. Subject to meeting diversification, credit quality,
performance and the availability to source financing at a
competitive rate, each Fund is permitted to borrow up to 50%
of the portfolio's gross asset value (GAV). Zeniths expects the
use of leverage for investment gearing purposes to be limited
and well below the maximum permissible range.

In addition, the Trust (through its underlying entity), has the
ability to borrow under a revolving credit facility for the
purposes of meeting short-term working capital requirements
and short-term financing to enable the underlying funds to
finance investment opportunities. This type of borrowing is
expected to occur relatively infrequently, with any leverage
outstanding for less than 12 months. Zenith notes that this type
of facility is not designed to provide core leverage, although
there is scope for Metrics to manage the portfolio with an
investment exposure above 100% of NAV.

Overall, Zenith considers Metrics' portfolio construction process
to be well structured and consistent with attaining the Trust's
investment objective. While the process relies more on 'art' as
opposed to a scientific approach, we nevertheless believe this
is consistent with the skill set of the team. The key principals of
Metrics have a proven track record in originating loans and
managing loan portfolios, which has been refined over multiple
decades.

RISK MANAGEMENT

Portfolio Constraints Description

MCP Secured Private Debt Fund and
MCP Secured Private Debt Fund II (%)

20% to 30%
Initially

MCP Credit Trust (%) 40% to 50%
Initially

MCP Real Estate Debt Fund (%) 20% to 30%

Maximum Single Exposure Up to 15% of of Portfolio
NAV
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Portfolio Constraints Description

Leverage (%) Up to 50% of Gross
Asset Value

Expected Duration 6 months to 10 years

ESG N/A

Given the Trust's inter-funding structure, each underlying pool
of loans is managed in accordance with a pre-defined set of
guidelines, which extend across issuer diversification, credit
quality, tenor and ranking i.e. senior secured etc. While the
allocation to each sub-strategy will vary over time, it is
expected that over the medium to long-term, MCT will
represent the Trust's largest exposure.

Metrics' risk management process is largely an outworking of
the firm's application of its detailed credit process, which is
complemented by the issuer and credit quality limits detailed
above.

Metrics' bottom-up fundamental credit analysis utilises a range
of qualitative and quantitative criteria and is similar to the
framework employed by Standard and Poor's (S&P) Corporate
Ratings Methodology. This process is externally reviewed by a
major accounting firm regularly.

Responsibility for risk management and compliance rests with
the MIC. Zenith notes that in May 2018, Metrics appointed a
General Counsel who, amongst other duties has taken
responsibility for Metrics' risk and compliance function. Given
Zenith had previously noted that a dedicated risk manager
would be preferable, Zenith views this development favourably
as it frees up Partner resources who had previously performed
this role.

In terms of external oversight, the Fund is subject to the
governance and compliance structures designed by the
Responsible Entity (RE) (The Trust Company). The RE has
formulated a monitoring and review process to ensure
adherence to service agreements, including minimum
standards. Metrics is externally audited by KPMG, including an
audit of Metrics' adherence to its obligations under its AFS
Licence.

In Zenith's opinion, the most significant risk to the Fund
pertains to valuation risk, or more specifically the determination
of fair value of each underlying loan. While Metrics has a
clearly defined set of valuation policies, the nature of the
underlying asset class means that there is an absence of
observable market data, which makes it problematic to
accurately value securities. Therefore, Metrics is often relying
on comparable pricing observed by other market participants,
who have no vested interest to provide reliable estimates.

Zenith will continue to monitor this going forward, noting that
Metrics has a well documented process, that is subject to
external review.

Overall, Zenith believes Metrics' risk management framework is
sound. While we would prefer more invasive issuer/sector
limits, we believe this risk is offset by the team's experience
and track record in managing loan portfolios.

Distribution Policy
The Trust's investment objective is to deliver an absolute return
of 8% p.a. to 10% p.a. (net of fees) over an economic cycle.

The Responsible Entity intends to pay distributions to
Unitholders quarterly and is expected to distribute income of
approximately 7% p.a. (net of fees and expenses). The Trust
may establish a Distribution Reinvestment Plan.

INVESTMENT FEES

LICs/LITs can broadly be categorised into two groups from a
management and fee standpoint on the basis of whether they
are internally or externally managed (operating under an IMA).
Typically, internally managed vehicles have lower proportional
management costs due to a larger asset pool. Externally
managed vehicles tend to have base management fees more
in line with unlisted managed funds.

The Trust has a management cost of 1.49% p.a. and
performance fee of 15.38%, subject to a hurdle rate of RBA
Cash plus 6.0%. The performance fee is subject to a high
watermark with no reset period, accrued daily and paid monthly
in arrears. Zenith considers the Fund's base management cost
to be high relative to peers, albeit reasonable given the high
excess return target.

The management cost includes an Investor Equalisation
Expense (IEE) (0.26% p.a.) which is payable as a monthly
expense for the term of the management agreement. The IEE
pertains to the provision of capital advisory and investor
relations services to the Trust under the Investment
Management Agreement (IMA).

Zenith notes the IEE essentially reimburses Metrics for a
portion of the costs (approximately 50%) associated with
setting up the Trust, with Metrics absorbing the remainder.
While Zenith is supportive of the simplicity of the IEE structure,
we believe that to align with best practice, Metrics should
consider absorbing all of the Trust's establishment costs.

On listing, Trust units are expected to have a Net Tangible
Asset value (NTA) equal to the listing price.
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PERFORMANCE ANALYSIS

Monthly Performance History (%, net of fees)
Growth of $10,000

Monthly Histogram

Minimum and Maximum Returns (% p.a.)

ABSOLUTE PERFORMANCE ANALYSIS
Readers should note that unless otherwise indicated, all
performance, consistency and risk/return data is referenced to
the Zenith assigned benchmark (as represented by Benchmark
1 in the above table) with the LIT returns representing those
attributable to shareholders (i.e. unit price + dividends). Zenith
typically includes the ongoing net returns of a LIT's investment
portfolio as we believe this is the best measure of the
investment manager's skill.

Zenith benchmarks funds in the "Australian Fixed Interest -
Listed Investment Companies" peer group against the
Bloomberg AusBond Bank Bill Index (Benchmark 2). While this
benchmark may not be consistent with the one adhered to by
all rated participants, it has been adopted to provide investors
with a common reference point against which similarly
structured strategies may be assessed.

The following commentary is effective as at February 2019.

The Trust's investment objective is to deliver an absolute return
of 8% p.a. to 10% p.a. (net of fees) over an economic cycle.

As at the date this rating was released, the Trust has no
performance track record. Notwithstanding this, Metrics has
managed a comparable LIT (ASX: MXT) since 2017 and the
underlying asset pools since 2015. Over this period,
performance has been consistent with Zenith's expectations.

Over the longer-term, Metrics' flagship fund, the Australian
Senior Loan Fund has operated since 2013 and delivered
returns consistent with stated investment objectives.

RELATIVE PERFORMANCE ANALYSIS
The following commentary is effective as at February 2019.

Zenith typically seeks to identify funds which can outperform
their index in greater than 50% of months as we believe this
represents a persistence of manager skill. As at the date this
rating was released, the Trust has no performance track
record.

DRAWDOWN ANALYSIS
Drawdown analysis assesses the relative riskiness of a Fund
versus the benchmark, in reference to capital preservation. The
maximum Drawdown is recorded as the percentage decline in
the value of a portfolio from peak to trough (before a new peak
is achieved). All Drawdown analysis is calculated commencing
from the inception date of the Fund in question, and Drawdown
analysis for the Fund and benchmark(s) are calculated
independently. That is, the largest drawdown for the Fund and
benchmark(s) will not always refer to the same time period.
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The following commentary is effective as at February 2019.

As at the date this rating was released, the LIT has no
performance track record.

REPORT CERTIFICATION

Date of issue: 26 Feb 2019

Role Analyst Title

Author Rodney Sebire Head of Alternatives &
Global Fixed Income

Sector Lead Dugald Higgins Head of Property & Listed
Strategies

Authoriser Dugald Higgins Head of Property & Listed
Strategies

RATING HISTORY

As At Rating

26 Feb 2019 Recommended

Last 5 years only displayed. Longer histories available on request.
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DISCLAIMER AND DISCLOSURE

Zenith Investment Partners (ABN 27 103 132 672) is the holder of Australian Financial Services Licence 226872 and is authorised
to provide general financial product advice. This Product Assessment Report (report) has been prepared by Zenith exclusively for
Zenith clients and should not be relied on by any other person. Any advice or rating contained in this report is limited to General
Advice for Wholesale clients only, based solely on the assessment of the investment merits of the financial product. This report is
current as at the date of issue until it is updated, replaced or withdrawn and is subject to change at any time without notice in line
with Zenith’s regulatory guidelines. Zenith clients are advised to check the currency of reports and ratings via Zenith’s website for
updates. Any advice contained in this report has been prepared without taking into account the objectives, financial situation or
needs of any specific person who may read it. It is not a specific recommendation to purchase, sell or hold the relevant product(s).
Investors should seek their own independent financial advice, obtain a copy of, and consider any relevant PDS or offer document
and consider the appropriateness of this advice in light of their own objectives prior to making any investment decision. Zenith
charges an upfront flat fee to the Product Issuer, Fund Manager or other related party to produce research on funds that conform to
Zeniths Research Methodology. Zenith’s fee and Analyst remuneration are not linked to the rating outcome in any way. Views
expressed in Zenith reports accurately reflect the personal, professional, reasonable opinion of the Analyst who has prepared the
report. Zenith may also receive a fee for other non-research related services such as subscription fees for Zenith’s research
services and/or for the provision of investment consultancy services. Conflicts management arrangements are in place where
Zenith provides research services to financial advisory businesses who provide financial planning services to investors and are also
associated entities of the product issuers, with any such conflicts of interest disclosed within reports as appropriate. Full details
regarding such arrangements are outlined in Zenith’s Conflicts of Interest Policy
www.zenithpartners.com.au/ConflictsOfInterestPolicy

Zenith’s research process seeks to identify investment managers considered to be the ‘best of breed’ through a comprehensive,
multi-dimensional selection process. Zenith utilises both quantitative and qualitative factors in its ratings models. Models maximise
commonality across different asset classes while retaining flexibility for specialist asset classes and strategies. The selection
process is rigorous in both its qualitative and quantitative analysis and each component is equally weighted. Zenith does not
manage any proprietary assets and as such Zenith is able to choose investment managers with absolute independence and
objectivity. More detailed information regarding Zenith’s research process, coverage and ratings is available on Zenith’s website
www.zenithpartners.com.au/ResearchMethodology

This report is subject to copyright and may not be reproduced, modified or distributed without the consent of the copyright owner.
The information contained in this report has been prepared in good faith and is believed to be reliable at the time it was prepared,
however, no representation, warranty or undertaking is given or made in relation to the accuracy or completeness of the information
presented in this report. Except for any liability which cannot be excluded, Zenith does not accept any liability, whether direct or
indirect arising from the use of information contained in this report. Past performance is not an indication of future performance.

Full details regarding the methodology, ratings definitions and regulatory compliance are available at
www.zenithpartners.com.au/RegulatoryGuidelines

© 2019 Zenith Investment Partners. All rights reserved.

Zenith has charged Metrics Credit Partners a fee to produce this report.
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