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Global Short Duration: the what, the why and the when

In June 2025, Federated Hermes launched

a new strategy dedicated to global credit
opportunities at the shorter end of the
curve. In this Q&A we explore the rationale
behind the launch and why we think the time
is right for this kind of offering.

What does the Strategy do?

The Federated Hermes' Global Short Duration Strategy's aim
is to provide total return by investing at least 80% in a globally
diversified portfolio of short-duration debt securities. These
are predominantly corporate bonds but there is also freedom
to include a meaningful allocation to Asset Backed Securities
(ABS), Mortgage Backed Securities (MBS), government bonds
and money market instruments for cash management
purposes. The Strategy also includes the ability to invest in
both developed and emerging market securities.

Why launch now?

Based on our recent experience, we believe the short-dated
investment grade space has very much become 'the place to
be’, with rates likely to remain elevated and the pace of future
monetary policy easing likely to be slow and gradual and to
take time to come through. We expect the market to be
driven by further geopolitical risks, idiosyncratic events and
ongoing political upheavals.

For this reason, we believe the case for the asset class will
remain strong from here and into at least the medium term.

One other noteworthy development is how short duration
strategies have begun to offer higher yields than liquidity
portfolios. Historically, with the exception of periods of rapidly
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rising interest rates, these strategies have tended to
outperform liquidity investments over the long term. In light
of our expectations that interest rates may remain on a flat or
downwards trajectory (albeit a slow and gradual one), this
provides another argument in support of considering an
allocation to the short-duration space.

Finally, for investors seeking additional yield and total return,
the Strategy offers investors an attractive option: the ability
to take a step further along the yield curve from liquidity
products while still maintaining a lower exposure to interest
rate and credit risk than intermediate and long-duration fixed
income offerings.

“In a world of high volatility and stretch valuations in many
asset classes, we believe investors can benefit from some
allocation to the short duration space earning in the region
of 4-5% returns with limited downside,” explains lhab Salib,
Head of International Fixed Income, Federated Hermes.

What tailwinds does the asset class
benefit from?

History shows that the short duration sector generally grows
and shrinks in line with interest rate movements, with clients
tending to move out of cash and extending duration when
interest rates fall as they search for more attractive returns.
We have already begun to see this trend play out; the short-
term sector saw positive flows in 2024, after experiencing net
outflows over one, three and five years (see Figure 1 below).

The current market size of the EAA Short-Term Bond
Morningstar Sector is US$126bn but based on the above we
expect this to grow from here.
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Who manages the Strategy and what are their
responsibilities?

lhab Salib, Head of International Fixed Income, Federated
Hermes, manages the Strategy along with Nick Tripodes,
Head of Low Duration/Structured Products Group.

John Polinski, Fixed Income, Pittsburgh, is responsible for
European Credit research. His counterpart, Andrew Lennox,
Fixed Income, London, is responsible for European ABS
research. Yulia DI Mambro, Fixed Income, London, is
responsible for emerging markets corporate research.

Where is the Strategy domiciled?

The Strategy is domiciled in Ireland denominated in US
dollars. It may own derivatives for investment or efficient
portfolio management purposes (including credit default
swaps) and currency swaps but these are not be its main
focus. Its benchmark is the ICE BofA 1-3 Year US Corporate &
Government Index.

What experience does the team have in
managing this kind of Strategy?

Federated Hermes has capabilities in the US- and UK-based
fixed income teams that are perfectly suited to run this type of
Strategy. Between them, our portfolio managers, lhab, John
and Nick, along with the rest of the team, have more than 100
years' experience of successfully running global ultrashort, US
short duration and securitised asset strategies.

Nick Tripodes has worked at Federated Hermes for 31 years
and has been an analyst and portfolio manager on the US-
dollar low duration strategies for 22 years. Likewise, lhab
Salib has managed global short duration portfolios — both
UCITS and separate accounts — for more than 25 years for
Federated Hermes.

What responsible investing characteristics does
the Strategy have?

The Strategy is classified as Article 8 under SFDR and, as such,
promotes investments with environmental or social outcomes,
with investee companies subject to a 'good governance'
requirement. It also uses ESG integration through a
proprietary ESG scoring model, exclusions, and engagement
to achieve these outcomes.

How does the new Strategy fit in with other
Federated Hermes capabilities?

The Federated Hermes' fixed income offering previously
consisted of money market strategies (denominated in US
dollar, euro and sterling); a global ultrashort duration

strategy (the Federated Hermes Euro-Kurzlgufer Strategy) with
a duration of less than a year; and then credit strategies with
longer duration characteristics such as the Federated Hermes
Unconstrained Credit strategy and the Federated Hermes
Emerging Market Debt strategy.

This new addition to our range offers international investors
a multi-currency share class product that invests across the
one-to-three-year part of the duration curve. By launching
this Strategy we have a capability across the entire duration
and credit curves to meet the needs of both existing and
new clients.

"We believe this new offering perfectly complements our
existing liquidity and ultrashort duration strategies including
our Kurzlgufer ultrashort strategies,” Ihab Salib concludes.

Key points

@ Federated Hermes Global Short Duration is an
investment-grade strategy with the ability to invest up
to 20% of the fund in high yield in order to maximise
the yield profile and aim to deliver an absolute return
(typically a good alternative to cash/money markets)
throughout the cycle with very low volatility.

@ |t invests globally and seek to capture upside by
looking at relative value across regions and currencies.

@ It seeks to identify investment opportunities in
special situations (potential upcoming downgrades,
idiosyncratic stories) but remains short on the curve,
as it looks to generate alpha.

@ It aims to have multiple small, uncorrelated positions
to exploit a yield advantage over money markets
while seeking to minimise price fluctuations caused
by changes in interest rates.

@ It allows duration of one to three years which should,
we believe, ensure it has limited sensitivity to interest
rate volatility.

@ Typical short duration strategies are limited by a
regional focus. Our global approach creates more
opportunities and diversifies sources of alpha.
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The value of investments and income from them may go down as well as up, and you may not get back the original amount
invested. Any investments overseas may be affected by currency exchange rates. Past performance is not a reliable indicator of
future results and targets are not guaranteed.

For professional investors only. This is a marketing communication. It does not constitute a solicitation or offer to any person to buy

or sell any related securities, financial instruments or financial products. No action should be taken or omitted to be taken based on

this document. Tax treatment depends on personal circumstances and may change. This document is not advice on legal, taxation or
investment matters so investors must rely on their own examination of such matters or seek advice. Before making any investment (new or
continuous), please consult a professional and/or investment adviser as to its suitability. Any opinions expressed may change. All figures,
unless otherwise indicated, are sourced from Federated Hermes. Whilst Federated Hermes has attempted to ensure the accuracy of the
data it is reporting, it makes no representations or warranties, expressed or implied, as to the accuracy or completeness of the information
reported. The data contained in this document is for informational purposes only, and should not be relied upon to make investment
decisions. Federated Hermes shall not be liable for any loss or damage resulting from the use of any information contained on these
pages. All performance includes reinvestment of dividends and other earnings. Please consider all strategy characteristics when investing
and not just ESG characteristics.

Where the strategy invests in debt instruments (such as bonds) there is a risk that the entity who issues the contract will not be able

to repay the debt or to pay the interest on the debt. If this happens then the value of the strategy may vary sharply and may result in
loss. The strategy makes extensive use of Financial Derivative Instruments (FDIs), the value of which depends on the performance of an
underlying asset. Small changes in the price of that asset may cause larger changes in the value of the FDIs, increasing either potential
gain or loss.

The strategy has environmental and/or social characteristics and so may perform differently to other strategies, as its exposures reflect its
sustainability criteria.

SFDR classification is subject to a contractual agreement with the client and is subject to change depending upon client requirements.

Federated Hermes refers to Federated Hermes Limited (“Federated Hermes"). The main entities operating under Federated Hermes are:
Hermes Investment Management Limited (“HIML"); Hermes Fund Managers Ireland Limited (“HFMIL"); Hermes Alternative Investment
Management Limited (“HAIML"); Hermes Real Estate Investment Management Limited (“HREIML"); Hermes Equity Ownership Services
Limited (“EOS"); Hermes Stewardship North America Inc. (“"HSNA"); Hermes GPE LLP (“Hermes GPE"); Hermes GPE (USA) Inc. (“Hermes
GPE USA"), Hermes GPE (Singapore) Pte. Ltd (“HGPE Singapore”), Federated Investors Australia Services Pty Ltd. (“"FIAS"), Federated
Hermes Japan Ltd ("FHJL") and Federated Hermes (UK) LLP (“FHUK"). FHUK, HIML, HAIML and Hermes GPE are each authorised and
regulated by the Financial Conduct Authority. HAIML and HIML carry out regulated activities associated with HREIML. FHUK, HIML, Hermes
GPE and Hermes GPE USA are each a registered investment adviser with the United States Securities and Exchange Commission (“SEC")
and HAIML and HFMIL are each an exempt reporting adviser. HGPE Singapore is regulated by the Monetary Authority of Singapore. FHJL
is requlated by Japan Financial Services Agency. FIAS holds an Australian Financial Services Licence. HFMIL is authorised and regulated by
the Central Bank of Ireland. HREIML, EOS and HSNA are unregulated and do not engage in regulated activity.

In the European Economic Area ("EAA”) this document is distributed by HFMIL. Contracts with potential investors based in the EEA for a
segregated account will be contracted with HFMIL.

Issued and approved by Hermes Investment Management Limited which is authorised and regulated by the Financial Conduct Authority.
Registered address: Sixth Floor, 150 Cheapside, London EC2V 6ET. Telephone calls may be recorded for training and monitoring purposes.
Potential investors in the United Kingdom are advised that compensation may not be available under the United Kingdom Financial
Services Compensation Scheme. BD014948 0018101 11/24
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Federated Hermes

Federated Hermes is a global leader in active, responsible investing.

Guided by our conviction that responsible investing is the best way to create long-term wealth, we provide
specialised capabilities across equity, fixed income and private markets, multi-asset and liquidity management
strategies, and world-leading stewardship.

Our goals are to help people invest and retire better, to help clients achieve better risk-adjusted returns and, where
possible, to contribute to positive outcomes that benefit the wider world.

Our investment and stewardship capabilities:

@ Active equities: global and regional

@ Fixed income: across regions, sectors and the yield curve

@ Liquidity: solutions driven by five decades of experience

@ Private markets: private equity, private credit, real estate and infrastructure

@ Stewardship: corporate engagement, proxy voting and policy advocacy

For more information, visit www.hermes-investment.com or connect with us on social media: m
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