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Quarter in Review

Off to a Strong Start .
Enthusiasm and optimism regarding expectations of a faster pace of economic growth arising Credit Index Performance
from the proposed policy changes of the Trump administration supported the strong

performance for risk assets in the first quarter. The Bank of America Merrill Lynch U.S. High Yield 240 1065
Index and the S&P 500 were up 2.71% and 6.05% in the quarter, respectively. 220 Investment Grade (LA)* 965
A The combination of oil prices in the mid-$50s per barrel and elevated expectations for near-term . . R
improvement in economic growth underpinned high yield performance in the quarter. Credit 200 ===High Yield (RA) 865
spreads on the Bank of America Merrill Lynch U.S. High Yield Index tightened to a low of 355bps ¥ w
during the quarter before receding on heightened concern surrounding crude oil supply/demand .g 180 765 2
dynamics. Details regarding tax reform and infrastructure spending are still only speculation but o o
the economy appears to be on solid footing with unemployment at 4.7% and the highest labor a 160 665 &S
force participation rate since March 2016. The Federal Reserve raised interest rates for only the = §
third time this cycle in March, affirming the economy continues to move gradually in the right 140 565 «
direction.
A Through the end of February, high yield fund flows totaled a positive of $1.6B. However, with 120 465
credit spreads near their year-to-date tights and as crude oil prices fell below $50 per barrel,
fund flows reversed, finishing the quarter with a cumulative outflow of $5.9B. 100 6 o o o © © © © © © © ~ ~ 365
A According to S&P, the default rate declined from 5.1% at year end to 4.1% as of the end of u‘_|> IR, 3. ﬂ S oA Sf S' S' I S'i S < 9 A ":'.
March. Excluding the Energy and Metals & Mining sectors, the default rate was only 1.8%. 2539 % 8 3 3 'cis e B <E(. 2539 % g 3 3 § Gl
A Transportation (ex Air and Railroad) was the best-performing sector, returning 7.38% for the =" <o z 0 L= =" <o z 0 L=
quarter. Telecom and Healthcare were a distant 2nd and 39, returning 4.17% and 4.15% Source: Citigroup as of 3/31/17.
respectively. The only two sectors with a negative return for the period were both retail- *Investment Grade Index Name: Citi US Broad Investment-Grade Bond Index.
oriented, Food & Drug Retail and Retail, returning -0.87% and -1.12% respectively. “High Yield Index Name: Citi High Yield Market Index.
A CCCs continued to outperform, tightening 113bps and returning 5.17%. The performance for the
BB and B-rated segments of the high yield market were more modest, tightening 18bps and CLO vs. HY
22bps respectively, and returning 2.01% and 2.67%, respectively. 400
300
Benchmark Performance 12/31/2016 3/31/2017
2-Year Treasury 1.19 1.25 6 200 A I
- . . +
JAY) A \
5-Year Treasury 1.93 1.92 -1 100 ¥ W | ] w
10-Year Treasury 2.44 2.39 -5 v "V
. 0
0il 53.72 50.60 -581 o ) =1 ) ]
Iron Ore 78.87 80.39 +193 S < R S ]
VIX 14.04 12.37 -1189 e Difference e MEAN(Difference)
S&P 500 Total Return Index 4,279 4,538 +605 MEAN(Difference)-STDEV(Difference) e MEAN(Difference)+STDEV(Difference)
BAML U.S. 1G Bond Index OAS 129 124 -5 MEAN(Difference)-(2*STDEV(Difference)) === MEAN(Difference)+(2*STDEV(Difference))
BAML U.S. HY Bond Index OAS 422 392 -30
Source: Bloomberg, Yieldbook. Source: Citigroup as of 3/31/17.
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Fundamental Backdrop

Industrial Production and GDP U.S. Trailing 12-Month Speculative-Grade Default Rate
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Source: FRED as of 3/31/17. Source: S&P as of 3/31/17.
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Source: FRED as of 3/31/17. Source: FRED as of 3/31/17.
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Portfolio Performance

Summary:

A For the quarter ending March 31, 2017, the Angel Oak High Yield Opportunities Fund returned 2.60%,
slightly behind the Bank of America U.S. High Yield Index return of 2.71%.

A High yield performance during the quarter continued to benefit from the recent election result and the
potential economic benefit from the Trump administration’s proposed policies targeting tax reform,
infrastructure spending, and deregulation. To benefit from this continuing theme, the portfolio is
overweight allocations to the Basic Industry, Capital Goods, and Energy sectors.

A Given that the Federal Reserve has transitioned to raising interest rates, we have allocated approximately
10% of the portfolio to CLOs, which are floating rate, enhancing our positioning by reducing our interest
rate duration while also maintaining attractive yields that increase with interest rates.

Annualized

Net Total Returns as of 3/31/17

Class 1 -0.18 2.60 2.60 17.06 5.20 6.68 10.18
Class A at NAV -0.28 2.53 2.53 16.74 4.89 6.42 9.92
Class A at MOP? -2.56 0.23 0.23 14.10 411 5.94 9.61
BofA ML U.S. High Yield Bond Index -0.21  2.71 2.71 16.88 4.62 6.85 1291

Current performance may be lower or higher than performance data quoted. Performance quoted is past
performance and is no guarantee of future results. The investment return and principal value of an
investment in the Fund will fluctuate so that an investor’s shares, when redeemed, may be worth more or
less than their original cost. Current performance to the most recent month-end can be obtained by
calling 855-751-4324. 'The inception date of the Angel High Yield Opportunities Fund I Class (ANHIX)
was March 31, 2009, while the inception date of the A Class (ANHAX) was July 31, 2012. The returns of
ANHAX shown for periods prior to the inception date include the returns of ANHIX and are adjusted to
reflect any applicable sales charges and the higher annual operating expense of Class A. ’Maximum
Offering Price takes into account the 2.25% maximum initial sales charge.
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FUND INFORMATION AS OF 3/31/17

Class A Class I

Gross Expense Ratio
Net Expense Ratio”
SEC Yield (Subsidized)

1.22% 0.97%
0.90% 0.65%
5.94% 6.34%

SEC Yield (Unsubsidized) 5.60% 5.98%
FUND CHARACTERISTICS

Fund Assets (All Classes) $50.3M
Number of Securities 90
Distribution Monthly
Effective Duration 3.6
Average Coupon (%) 7.20
Average Yield-to-Worst (%) 6.96
FUND STATISTICS

(Since Inception) Fund3 Index
Standard Deviation 6.0 8.0
Sharpe Ratio 1.7 1.6
Correlation to Index 0.9 1.0
Positive Months (%) 70.8 74.0
Negative Months (%) 29.2 26.0

3ANHIX

“The Adviser has contractually agreed to waive fees
through May 31, 2018.



Sector Attribution

Corporates:

A The high yield corporate allocation returned 2.71% for the quarter and contributed 241bps to the total return of the portfolio. High yield corporate bond returns were
supported by similar themes that drove returns in the fourth quarter of 2016, mainly optimism and high expectations for the new Trump administration’s policy
proposals targeting tax reform, infrastructure spending and deregulation, and the rebound in crude oil prices supported by the cut in production by OPEC.

A Within the portfolio’s corporate bond allocation, the Automotive sector had the largest positive contribution to performance attribution, returning 9.01% compared to
the benchmark return of 2.13%. The outperformance was attributable to the performance of an auto supplier whose financial performance has improved after taking
steps to expand capacity to meet greater-than-expected demand. The Retail sector was the second-largest positive contributor to performance attribution, returning
2.37% compared to the benchmark’s negative return of -0.56%. The positive attribution was the result of a combination of sector allocation and issuer selection. The
portfolio had a 2.2% allocation to retail, significantly less than the benchmark allocation of 4.73%. Energy was also a significant positive contributor to performance

attribution, returnini 3.28% comiared to the benchmark return of 2.28%. The irimari driver of the outperformance is attributable to a private offshore oil field services

A

-than-
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