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The Multi-Disciplinary Income Fund (KMDNX) seeks to generate current income and aims to avoid significant

interest rate risks inherent in more traditional fixed income strategies. We believe that Collateralized Loan

Obligation (“CLO”) transactions represent an attractive area of investment consistent with the Fund’s approach.

Target investment portfolio1

The Initial target investment portfolio will consist of 20 to 75 investments.

• The Multi-Disciplinary Income Fund (the “Fund”) is a diversified fund2, the target weight of each investment is

intended to be below 5% (of the total fund size), to mitigate the risk of several positions being above 5% at any

one time, after factoring into account potential fair value adjustments.

• We intend to initially invest in AAA and AA rated CLO debt tranches.

• There is currently a ~50 to ~75 bps pick-up in yield for AA rated versus AAA rated tranches in the market.

• The AA yield benefit comes at a negligible increase in credit risk.

• There have been no AAA and only one AA tranche default in the ~30-year CLO history

• AAA and AA tranches are the senior notes of a CLO and are not subject to interest diversion.

Access for individual investors

• CLO debt tranches are unregistered securities and can only be purchased by qualified institutional buyers (QIB)

per Rule 144a or Reg S (under the Securities Act of 1933).

• Our Fund will provide a way for individual investors to gain exposure to the CLO market.

1) Target investment initial portfolio is subject to change at any time at HKAM’s sole discretion (subject to the terms of the underlying prospectus). The target investment 
portfolio is for discussion purposes only and based on the current market environment.  The actual investment portfolio will be determined based on future market 
conditions and ultimate size of the fund and may vary substantially from the initial target investment portfolio presented above. 

2) To be classified as “diversified” under the 1940 Act, all the positions that are over 5% of the total assets, when aggregated together, cannot be greater than 25% of the 
fund’s total assets.
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A CLO is structured as a securitization vehicle1.

• CLO collateral is primarily floating rate, first lien senior secured loans (representing at least 90%

of the CLO’s assets), and broadly syndicated to institutional investors.

• Credit ratings for the CLO collateral assets (first lien loans) are typically BB+ through B-, with a

weighted average portfolio credit rating of approximately B.

• CLOs issue several debt tranches and an equity tranche and use the proceeds to build a

diversified portfolio of assets, which is actively managed by a CLO manager.

• CLOs are typically $300 million to $600 million in total amount.

• CLO debt tranches are rated AAA through BB (with a single B tranche issued on occasion).

• Quarterly payments to the debt and equity tranches are made per a “waterfall” mechanism

defined in the CLO indenture, with the AAA debt tranches having first payment priority,

followed by the AA debt tranche and so on.

• Any potential collateral losses are incurred in reverse order, with the equity absorbing

such losses first, and if such losses exceed the equity tranche outstanding, followed by

the junior debt tranche and so on.

1) All references to CLOs in this presentation are intended to be with respect to CLOs which invest in broadly syndicated leveraged loan. CLOs which 
invest in middle market loans are excluded in this presentation.
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Corporate

Capital Structure

(for a Levered 
Borrower)2

Senior Secured Debt
Up to ~30% to 50%
of Capital Structure

Unsecured Debt and
High Yield Bonds 

Up to ~20% to 30%
of Capital Structure

Preferred Stock and
Common Equity 

Up to ~20% to 50%
of Capital Structure

CLO Portfolio2

Actively Managed

~150 to 300 Assets
~20 to 30 Industries

Weighted Average Rating
of CLO Portfolio

is ~B rated

~$300 million to
$600 million

in total amount

CLO Securities

Capital Structure2

Class A: AAA Rated
~60% to 65%

Class B: AA Rated
~10%

Class C: A Rated
~5%

Class D: BBB Rated
~5%

Class E: BB Rated
~5%

CLO Equity: Not Rated 
~8% to 12%

Lo
ss

es

Cash Flow
s

CLO receives 
Contractual 
Principal and 
Interest due 
from its 
Investments 
- - - - - - - -
CLO makes 
Quarterly
Cash Flow 
Payments by 
Priority to
CLO Securities

CLO 
Investments

1) All references to CLOs in this presentation are intended to be with respect to CLOs which invest in broadly syndicated leveraged loan. CLOs 
which invest in middle market loans are excluded in this presentation.
2) The corporate capital structure, the CLO portfolio and the CLO securities capital structure are for illustrative purposes only.  An actual CLO and 
corporate structure may vary substantially from the above example.

CLO Investments are at
least 90% First Lien

Senior Secured Loans
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• Floating interest rate provides a hedge against duration/ interest rate risk.

• U.S. dollar denomination eliminates foreign currency exposure.

• Default rates are low for CLO debt tranches compared to similarly rated corporate debt.

• Collateral is primarily senior secured first lien leveraged loans (at least 90% of the CLO’s assets).

• Historical annual default rate of loans is approximately 2.9% during the past 20 years1.

• Loan recoveries (post-default) is about 76% from 2002 to 20211.

• Market volatility mitigation:

• CLOs are structured as cash flow (not market value) structures.

• CLO managers are generally not forced sellers of collateral during period of market

volatility.

• Active management, not an index vehicle.

• CLO managers have the flexibility to buy or sell assets at any time at their discretion.

1) Based on information obtained from a nationally recognized statistical ratings organization (“NRSRO”).
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• Transparency:

• CLOs are subject to considerable documentation and reporting, including monthly and

quarterly reporting prepared by the Trustee and an independent audit; CLO collateral

is primarily corporate loans that are rated by a nationally recognized statistical ratings

organization (“NRSRO”); and third-party pricing of the collateral is generally available.

• Credit Spread:

• CLO have historically had wider credit spreads than comparable rated corporate debt

to attract investors.

• Diversification:

• CLOs typically hold between 150 to 300 collateral assets invested in approximately 20 to

30 different industries, limiting concentration risk.

• Low Correlation:

• CLO debt tranches (AAA to BBB rated) have had a low correlation to U.S. treasury

notes (1-year to 5-year notes) given CLOs’ floating rate debt tranche structure.
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• The CLO market was established in the early 1990s and there have been two distinct periods.

• Primary deals issued from the early 1990s to the Great Financial Crisis (“GFC”), around 2009, are

referred to as CLO 1.0.

• CLO 2.0/3.0 deals were issued after the GFC, and these transactions have stronger covenants

and higher quality collateral portfolios.

• In 2021, primary CLO issuance totaled ~$185 billion, with resets/refinancings totaling ~$240 billion.

• In 2022, primary CLO issuance was ~$129 billion and resets/refinancings were ~$25 billion.

• The U.S. CLO market has grown to ~$900 billion as of year-end 2022, up from ~$600 billion four years

prior.

• The anticipated growth of the U.S. leveraged loan market (~$1.4 trillion as of 12/31/22), should result

in a corresponding increase in CLOs.

• CLOs represent the largest investor group (~65%) in the U.S. leveraged loan market.

• Establishment (in June 2022) of an electronic trading platform (by Octaura Holdings, created by

seven major CLO banks) will provide better market execution and trading information.

• The CLO investor base has historically been only institutional.

• There has been growing interest among institutional and now retail investors due to the

attractive risk-adjusted returns and low default rates of CLOs.
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CLO Market: Recent Pricing and Settlement Periods
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Primary CLO market

• CLO debt tranches have recently been priced at the Secured Overnight Financing

Rate1 (“SOFR”) plus a credit spread.

• In the primary market, CLO debt tranches (AAA to BBB rated) are usually priced at par and

BB rated debt tranches are generally priced at a discount (~98% of par).

• When a CLO is purchased (pricing date) in the primary market, the settlement (closing date) is

generally ~6 weeks after the pricing date.

• There are ~15 financial institutions which have been lead arrangers and placement agents for

most CLOs issued in the primary market.

1) 3-month SOFR was 5.08% as of April 28, 2023.
2) The credit spread for the debt tranches in the primary market represent the approximate credit spread for recently priced deals. The credit spread for

future primary deals may vary substantially based on the specific CLO terms and other factors including who is the CLO manager.

Rating Credit Spread  (bps)2 Price at Closing Coupon Rate

AAA ~190 100 ~7.00%
AA ~250 100 ~7.60%
A ~325 100 ~8.35%

BBB ~525 100 ~10.35%
BB ~875 ~98 ~13.85%
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Secondary CLO market

• In the current secondary market, CLO debt tranches generally trade at a discount to par.

• The amount of the discount to par will be determined by several factors, including the specific

indenture terms, collateral quality, maturity date and credit spread of the CLO debt tranche

(compared to the credit spreads of CLO debt tranches in the primary market).

• The credit spreads in primary market for recently closed CLOs are generally greater than the

credit spreads of seasoned CLOs due to the higher risk premium in today’s market.

• In the secondary market, the CLO index pricing for AAA, AA, A, BBB and BB rated CLO debt

tranches is approximately 98.6%, 97.3%, 95.2%, 92.3% and 86.9% of par1, respectively.

• In the secondary market, the total return can be generated through both the coupon rate

and the purchase price discount.

• CLO’s secondary market settlement is T+2 business days after the trade date.

• ~30 financial firms actively trade CLO debt and equity tranches in the secondary market.

1) The CLO debt index prices represent the approximate price of similarly rated CLO debt tranches, as of April 28, 2023. The price for any specific CLO debt
tranche may vary substantially from the respective index price.
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• The CLO market is expected to become more liquid, have better pricing information, and is

expected to grow in dollar amount and number of issues going forward.

• The anticipated continued growth of leveraged loan market should result in a corresponding

increase in CLOs, which represent the largest investor group (~65%) in the loan market.

• Institutional and retail investor interest is expected to continue to expand given the risk adjusted

returns of CLO debt and equity tranches and low default rate.

• Establishment (in June 2022) of an electronic trading platform (Octaura Holdings) will provide

better market execution and trading information.

• Octaura was created by seven major CLO banks (Citibank, Goldman Sachs, JP Morgan,

BofA, Morgan Stanley, Wells Fargo and Credit Suisse).

• It is an independent company set up to create the first open market electronic trading

platform for syndicated loans and CLOs.

• Syndicated loans will be available, first followed by CLOs, with other credit products

expected to follow thereafter.
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• There are approximately 150 U.S. CLO managers.

• The top 50 are private equity credit affiliates, hedge funds, insurance companies and

traditional asset management firms.

• Approximately 25 CLO managers each have in excess of $10 billion of CLO assets under

management.

• CLO managers generally earn between 40 bps to 50 bps per year on each deal, based on the par

amount of the CLO, and are paid quarterly.

• The fee is split between a senior fee (generally 15 bps to 20 bps) and subordinated fee

(generally 25 bps to 35 bps). There is also an incentive fee paid to the CLO manager (subject

to an equity return hurdle being achieved) at termination of the CLO.

• The senior fee is paid at the top of the interest payment waterfall and the subordinated fee

(subject to overcollateralization and Interest coverage test compliance) is paid after the most

junior debt tranche payment, but above the equity tranche payment.

• Some of the largest U.S. CLO managers: Credit Suisse Asset Management, CIFC Asset

Management, Blackstone, Octagon Credit Investors, Carlyle Group, Prudential Financial, Ares

Management, MJX Asset Management, Sound Point Capital Management, and Voya Alternative

Asset Management.
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What are leveraged loans?

• Leveraged loans are senior secured (first or second lien), floating rate bank loans.

• Loans have payment priority (first or second) over other lenders with respect to the borrower.

• Maturities are typically 6 to 7 years (first lien loans) and 7 to 8 years (second lien loans).

• Borrowers are both public and private cash flow positive companies, with revenues and

EBITDA generally in excess of $500 million and $50 million, respectively.

• The loans are typically rated below investment grade (BB+ or lower).

Who invests in leveraged loans?

• Financial institutions (arrangers) structure and broadly syndicate loans to institutional investors.

• CLOs currently represent approximately 65% of the broadly syndicated leveraged loan

investor base.

• CLOs invest at least 90% of their assets in senior secured first lien leveraged loans.

• The anticipated growth of the leveraged loan market (~$1.4 trillion as of 12/31/22) should result

in a corresponding increase in CLOs.

• Several dozen large financial institutions provide daily bids and offers on many outstanding

loans in the secondary market.
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Default and recovery rates

During the period 2000 to 2021, the annual default rate of first lien loans averaged approximately

2.9%1.

• The highest default rate on a last-twelve-month (“LTM”) basis was ~10.8%1 as of November

2009 (during the Great Financial Crisis – “GFC”).

• First lien loan recoveries from 2002 to 2021 have been about 76%1.

• CLO managers have generally been able to maintain a lower default rate of their loan

investments within their CLOs, due to active management.

1) Based on information obtained from a NRSRO.
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CLOs normally have a stated maturity of 12 to 13 years, a reinvestment period of between 3 to

5 years and a non-call period of between 1 to 2 year.

Warehouse Facility

• Prior to closing the CLO, the arranger bank for the CLO will often structure a warehouse

facility with two financing tranches.

• The warehouse is created to allow the CLO manager to purchase at least 50% and up

to 75% of the eventually CLO assets, prior to closing the CLO.

• Once the warehouse has reached its desired target, the CLO is structured, and the

warehouse assets are sold to the CLO.

• Fully investing the proceeds from the warehouse can take about six months, but the

warehouse may have up to a 2-year stated maturity.

• The arranger bank will fund the debt tranche in the warehouse which usually

represents 80% to 85% of the total warehouse financing.

• An equity tranche (15% to 20%) is funded by third-party investors who may include

the equity investor(s) in the eventually CLO take-out.

.

.
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Warehouse 
Period

Ramp-Up 
Period

Reinvestment Period

Wind-down 
Period

Lifecycle of a CLO (Stated maturity is generally 12 to 13 years after Closing CLO)~6 months
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Period
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Prior to closing the CLO, the arranger bank for the CLO may structure a warehouse facility (which has a single debt tranche and equity tranche).
Once the warehouse facility has reached its desired target size (usually 50% to 75% of proposed CLO facility amount), the warehouse assets are
sold to the CLO.

The above Lifecycle of a CLO is for illustrative purposes only. An actual Lifecycle of a CLO may vary substantially from the above illustration.

Time period when it 
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• Pricing of the CLO usually occurs about 6 weeks prior to the CLO closing date.

• On the pricing date the arranger bank will price the debt tranches (coupon and any OID if

applicable) and equity.

• Once agreed to, all the primary investors and the CLO manager are committed to the transaction.

• On the closing date, the CLO is created, and the assets from the warehouse are transferred to the CLO.

• After the closing date, during a period of about 6-months (the “ramp-up”), the CLO fully invests its

proceeds, and its initial ratings are confirmed by the rating agencies (the ‘Effective Date”).

• After the Effective Date and during the reinvestment period (subject to overcollateralization

(“OC”) and interest coverage (“IC”) test compliance), the CLO may reinvest any principal

proceeds received from any collateral assets sold and/or paid-off.

• Any time after the non-call period has expired, the majority equity investor(s) (and sometimes the

CLO manager’s co-approval is required) can call the CLO.

• To call the CLO also requires confirmation that there will be sufficient proceeds from the

liquidation of the CLO assets at that time to pay off all the debt tranches, plus accrued

interest in full.

• After the reinvestment period, principal proceeds received are used to pay down the AAA debt

tranche followed by the AA debt tranche and so on per the principal waterfall.
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Default rates

• Since the establishment of the CLO market in the early 1990’s through year-end 2021, no U.S.

AAA CLO tranche has defaulted1.

• During this same time period, there has been one default of an AA tranche, five defaults of an

A tranche, nine defaults of a BBB tranche, twenty-four defaults of a BB tranche and six defaults

of a B tranche1.

Ratings Upgrades and Downgrades from the early 1990s to 20211

1) Based on information obtained from a NRSRO.

Number of Ratings Upgrades Downgrades

AAA 4,869 N.A. 2.7%
AA 3,281 24.6% 1.0%
A 3,010 28.2% 1.8%
BBB 2,787 23.5% 8.1%
BB 2,217 15.7% 18.5%
B 401 3.7% 19.7%
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CLOs are structured as a cash flow transaction

• CLO investments are generally carried at par (with some exceptions) for calculation purposes of the

various financial tests.

• The benefit of a non-mark-to-market structure is that the CLO will generally not be a forced seller of

collateral assets during market volatility.

• In some cases, mark-to-market valuations are required for certain collateral assets.

• Typically, if the asset is in default, the purchase price of an asset is 85% of par or lower, or

the total amount of CCC rated assets in the CLO portfolio exceeds the standard 7.5% limit.

CLO collateral consists primarily (at least 90%) of first lien leveraged loans

• First lien leveraged loans are floating rate, senior secured debt, with maturities of ~6 to ~7-years, that

may have incurrence and/or maintenance covenant tests.

• First lien loans have had a historical annual default rate of ~2.9% during the 20-year period through

20211.

• Principal recoveries of defaulted first lien loans have been ~76% from 2002 to 20211.

1) Based on information obtained from a NRSRO.
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There are three main options used to call CLOs and/or refinance certain debt tranches:

Standard Call Option

• A majority of equity investor(s) have the right to direct the collateral manager to call a deal

after the non-call period.

• Under the condition that the liquidation proceeds from the sale of the collateral assets will

be sufficient to pay off all outstanding CLO debt tranches and accrued interest.

Refinance: some debt tranches refinanced with minimal other changes

• A majority of equity investor(s) may direct the collateral manager to refinance certain debt

tranches after the expiration of the non-call period.

• These tranches would be refinanced at a lower cost, with the same maturity, and few

changes to the existing terms and conditions for the CLO.

• Existing debt investors do not have to participate in the refinanced CLO transaction.



© 2023 Horizon Kinetics LLC.® 

Redemption Options for CLOs (continued) 

21

Reset: refinance along with significant changes to the CLO terms and conditions

• A reset involves negotiations between the majority holder(s) of equity and the CLO manager.

• The entire capital stack of the CLO is refinanced.

• The CLO debt tranches’ maturities are extended, and the reinvestment date and call

date may also be extended.

• Other terms of the CLO may be amended, including covenants as part of the reset

process.
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CLO debt tranche price recovery during the Covid market dislocation
• The most significant market price dislocation during the past 20 years, occurred during the GFC in

2008 (CLO 1.0), which lasted the longest and had the most significant impact on CLO market

pricing.

• The most recent dislocation occurred during Covid-19 (CLO 2.0/3.0), and the recovery time was

far shorter than the GFC.

Date of Market Low Market Low Price
Months to Recover / (Market Price  

after Recovery)
AAA 3/24/2020 92.26 of par ~5 months / (99.0+ of par)
AA 3/24/2020 86.02 of par ~6 months / (99.0+ of par)
A 3/25/2020 83.11 of par ~9 months / (99.0+ of par)
BBB 3/24/2020 70.83 of par ~11 months / (99.0+ of par)
BB 3/24/2020 60.20 of par ~13 months / (97.0+ of par)
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Interest and principal payment waterfalls

• There are two quarterly payment waterfalls in a CLO: the interest and principal waterfalls; which are

subject to overcollateralization ("OC") and interest coverage (“IC”) tests.

• These tests are calculated quarterly on the payment dates.

• The quarterly interest and principal waterfall payment mechanism are outlined in the CLO indenture.

Priority of payment

• The AAA debt tranche has first payment priority, followed by the AA debt tranche and so on.

• Any potential collateral losses are incurred in reverse order, with the CLO equity absorbing such

losses first, and if such losses exceed the equity outstanding, followed by the junior debt

tranches and so on.

• The AAA and AA tranches (the “Senior Notes” of the CLO) are not subject to the OC or IC tests, and

therefore are not subject to any interest diversion.

• OC and IC tests are determined after the AAA and AA debt payments in the waterfall.

• The AAA and AA quarterly interest and principal payments are at the top of the payment waterfalls

(after certain expenses).
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The overcollateralization test requires that the par value of collateral assets divided by the par value of

CLO debt tranches exceeds a certain ratio.

• The ratio has a higher covenant threshold for each lower rated debt tranche, since it includes

the aggregate amount of debt senior to that tranche in the calculation and is also structured

with a smaller covenant cushion.

The interest coverage test measures investment income of collateral assets divided by CLO debt

interest.

• If either test is out of compliance for a particular quarter, distributions that would have been paid to

CLO equity, followed by the junior debt tranches in order of priority (if needed) are either fully or

partially diverted: this is referred to as “interest diversion”.

• The diverted proceeds are used to purchase additional collateral or redeem the AAA debt

(followed by AA debt and thereafter in priority order), until the tests are back in compliance.

• Any interest diverted from junior debt tranches is accrued and is eventually paid back in full,

subject to sufficient proceeds being available in the CLO to service the more senior debt.

• This self-curing mechanism is an important protection measure that benefits the debt tranches,

especially the Senior Notes of the CLO.
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The Interest Waterfall and Principal Waterfall are for illustrative purposes only. They do not include every expense or payment in an actual CLO waterfall.
They do not present every situation which can lead to diversion of payments to the CLO equity and/or debt tranche investors. During the reinvestment
period only, if the interest diversion test (highest threshold OC test) is not in compliance, the lesser amount of up to 50% (of the available interest
proceeds) or the amount needed to cure the interest diversion test is diverted and used to purchase additional collateral, rather than all available
interest proceeds being used to paydown debt (per the other OC tests).

Interest 
Waterfall

Interest Proceeds Received

Trustee Fees, Taxes (if applicable)

CLO Manager – Senior 
Management Fee

Class A: AAA Debt Interest Payment

Class B: AA Debt Interest Payment

If OC and IC test (for AAA & AA 
Debt Tranches)  Fails

If OC and IC test (for AAA & AA 
Debt Tranches)  Fails

Principal 
Waterfall

Principal Proceeds Received

Fees, Taxes not covered by Interest 
Proceeds

Class A: AAA Debt not covered by 
interest proceeds

Class B: AA Debt not covered by 
interest proceeds

If OC or IC test fails, or any shortfall, 
follow Interest Waterfall

During the Reinvestment Period 
(if OC and IC tests pass)

After the Reinvestment Period

Purchase new assets in accordance 
with indenture

Pay down the CLO debt in order of 
priority

Pay off of accrued subordinated 
management fees

Residual Paid to Equity until IRR 
hurdle reached and then to CLO 

Manager for Incentive Fee (at 
termination of CLO)

Self-curing Mechanism: Paydown 
Senior most debt until OC and IC Test 

Passes

Pay next debt tranche in the capital stack

Pay next debt tranche in the capital stack

CLO Manager – Subordinated 
Management (and deferrals) Fee

Residual Paid to Equity until IRR 
hurdle reached and then to CLO 

Manager for Incentive Fee (at 
termination of CLO) 

If OC and IC tests     (for A, 
BBB and BB debt 

tranches)

Self-curing Mechanism: 
Paydown Senior most 

debt until OC and IC Test 
(for A, BBB and BB debt 

tranches)      Passes

Fails

Passes

Senior Notes Interest Payments
are paid prior to OC and IC tests

Senior Notes Principal
Payments are paid prior to 
OC and IC tests
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26

Concentration limit and collateral quality tests.

• Minimum and maximum % of senior secured/unsecured debt, floating/fixed rate, among other

concentration limits.

• CLOs also have credit quality tests.

• Limit on covenant lite loans (typically up to 60%).

• Limit on the amount of CCC rated loans (usually capped at 7.5%).

Diversification requirements to avoid concentration risk of investments.

• CLOs have limits for each asset held and industry concentrations.

• This usually results in the CLO holding between 150 and 300 unique collateral assets among 20 to

30 different industries.

Covenants to maintain certain portfolio criteria for weighted average spread (“WAS”), weighted

average life (“WAL”) and weighted average risk factor (“WARF”).

• These concentration and collateral quality tests are “maintain or improve” covenants.

• If the CLO is not in compliance with any of these tests, collateral manager’s ability to buy or sell

assets on a going forward basis may be limited, as any purchase or sale must maintain and/or

improve the test ratio that was in non-compliance until the test is back in compliance.
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Overcollateralization and Interest Coverage Test Ratios

• During any OC or IC violation, there will be interest diversion of the affected junior debt and/or equity tranche.

• The CLO manager’s subordinated management fee may also be diverted for that quarter and the payment is accrued.

Coverage Tests (1)
Covenant 

Level
Initial Level Expected at 

Closing
Initial Cushion at 

Closing

Overcollateralization Tests ("OC")
Class A/B Overcollateralization Ratio 121.60% 131.60% 10.00%
Class C Overcollateralization Ratio 114.00% 122.00% 8.00%
Class D Overcollateralization Ratio 107.60% 113.60% 6.00%
Class E Overcollateralization Ratio 103.70% 108.70% 5.00%
Interest Diversion Test (3) 104.20% 108.70% 4.50%

Interest Coverage Test ("IC") (4)

Class A/B Interest Coverage Ratio 120.00% 292.30% 172.30%
Class C Interest Coverage Ratio 115.00% 263.20% 148.20%
Class D Interest Coverage Ratio 110.00% 230.50% 120.50%

OC Test Ratios IC Test Ratio

Par Amount of Total Assets In CLO >=  OC Covenant Level Interest on Total Assets In CLO >=  IC Covenant Level
Par Amount of Liabilities 4 Interest due on debt tranche 5

1) The OC and IC tables (from a January 2022 CLO), are for illustrative purposes. 
They represent an example of the OC and IC test covenants and initial cushion at closing.
The actual OC and IC levels and cushions in any CLO may vary substantially from the figures presented in the table above. 

2) Class A is the AAA tranche, Class B is the AA tranche, Class C is the A tranche, Class D is the BBB tranche and Class E is the BB tranche.
3) The interest division test is only measured during the reinvestment period.  

If the interest diversion test in not in compliance, the lesser amount of up to 50% (of the available interest proceeds) or the amount needed 
to cure the interest diversion test is diverted and used to purchase additional collateral. 

4) Liabilities represent the outstanding total amount of that debt tranche and all more senior debt tranches outstanding.
5) Interest due represents the total interest amount due on that debt tranche and all more senior debt tranches.
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• During the period 2000 to 2021, the average annual default rate for leveraged first lien loans was approximately 2.9%1.

• The highest default rate on a LTM trailing basis was 10.8%1 in November 2009 (during the GFC).

1) Based on information obtained from a NRSRO.

Loan Recovery Rate                  
(80% of par)

Loan Recovery Rate                  
(75% of par)

Loan Recovery Rate                  
(70% of par)

Loan Recovery Rate                  
(65% of par)

Par Asset 
Coverage

at Closing (2)
Breakeven 

Level (3)
Annual

Defaults
Annual

Defaults
Annual

Defaults
Annual

Defaults
Class A Notes 156.25% Yield N.A. N.A. N.A. N.A.
AAA Tranche Principal N.A. N.A. N.A. N.A.

Class B Notes 131.58% Yield N.A. 82.84% 47.56% 32.65%
AA Tranche Principal N.A. N.A. 60.56% 41.58%

Class C Notes 121.95% Yield 59.11% 35.81% 26.61% 21.32%
A Tranche Principal 87.17% 42.91% 30.11% 23.60%

Class D Notes 113.64% Yield 26.38% 19.86% 15.91% 13.27%
BBB Tranche Principal 33.66% 24.09% 18.90% 15.61%

Class E Notes 108.70% Yield 15.30% 11.99% 9.86% 8.37%
BB Tranche Principal 20.21% 15.57% 12.69% 10.72%

1) The above analysis (from a January 2022 CLO), is for illustrative purposes only.  

The actual breakeven levels in any CLO may vary substantially from the figures presented in the tables above and are heavily dependent on the assumptions used at closing.  

2) The par asset coverage measures the par amount of CLO collateral in excess of the total amount of that debt tranche and any more senior debt tranches at closing.

3) The breakeven yield and principal levels measures the constant annual default rate (CDR) during the life of a CLO that 

a debt tranche can sustain prior to not receiving all interest due and/or losing any amount of principal, respectively
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Collateral

• Primarily broadly syndicated leveraged loans, with each loan generally between $250 million to $1.0+ billion in

total amount.

• Approximately 98% of such loans are individually rated by a NRSRO.

• Secondary market where many financial institutions participate and provide firm bids and offers of loans.

• Multiple 3rd party pricing services provide pricing levels for leveraged loans.

• Each loan is subject to an underlying credit agreement which among other terms, requires borrowers to provide

quarterly financial statements and annual audited reports to its lenders, and maintain compliance with various

terms and conditions.

Legal documentation

• Each CLO is governed by a series of underlying documents, the most prominent being the indenture.

• The indenture provides the provisions the CLO manager must follow to close the CLO and maintain compliance

while the CLO is outstanding.

• Standard “boilerplate” provisions (specific financial ratios and investment criteria, and fees will differ by CLO),

reporting requirements, etc., ensure generally overall consistency among all CLOs for investors’ benefit.

• The indenture also requires that an independent auditor (of international standing) be appointed to prepare an

agreed-upon-procedure (“AUP”) annual report, which verifies the trustee’s calculations and reports are correct

and the CLO is properly allocating cash flows.
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Trustee1 and CLO reporting

• A trustee oversees CLO compliance, is the custodian of the CLO’s collateral and other assets (including cash),

monitors all inflows/outflows of cash and tracks all loan settlements of the CLO.

• Each month, a trustee report (which can be up to several hundred pages long) discloses all the assets held by the

CLO (including any monthly loan settlements) and confirms compliance (or lists non-compliance) with all terms

and conditions of the underlying CLO indenture (including calculations of all financial ratios and concentration

limits).

• Each quarter a payment report is also provided to the investors which presents in detail all cash disbursements per

the interest and principal “waterfalls” as permitted under the indenture, and a calculation of the interest due to

investors.

• Several 3rd party paid subscription services download the monthly and quarterly CLO reports, and, through their

proprietary analytics, allow investors to perform additional monitoring of their CLO holdings and/or prepare

projections of a CLO’s financial performance under various assumption scenarios.

CLO debt tranche ratings

• Almost every CLO debt tranche is rated by a NRSRO at time of closing and during the period when the CLO is

outstanding.

• The debt tranches are usually initially rated AAA to BB, and in some CLOs as low as B.

• Any upgrades and/or downgrades of CLO tranche ratings are provided on a timely basis to the investors (through

the trustee’s reporting requirements).

1) CLO trustees include such firms as State Street, US Bank and BNY Mellon, among others.
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As of 
December 31, 2022

KMDNX
(Net of Fees)

TOTAL RETURN (%)

Year-to-Date -2.30
One Year (annualized) -2.30
Three Year (annualized) -0.84
Five Year (annualized) 1.03
Ten Year (annualized) 2.44
Since Inception (annualized) 3.55
Since Inception(cumulative) 68.19

RISK (%)

Annualized Volatility (Three Year) 6.52
Annualized Volatility (Five Year) 5.43

The past performance data quoted is as of December 31, 2022. Performance data quoted represents past performance and does not guarantee future results. Investment return and principal value will vary,
and shares may be worth more or less at redemption than at original purchase. Current performance may be lower or higher than the performance data quoted. Visit www.kineticsfunds.com or call 800-930-
3828 for more information, including the most recent month-end performance and expense figures and for a copy of the most recent Prospectus. You should read the prospectus carefully before you invest.
Performance does not reflect the deduction of a sales load or fee, which if included would reduce the performance quoted.

In April 2019, Kinetics Asset Management LLC (“KAM”) and Kinetics Advisers, LLC (“KA”) reorganized into Horizon Asset Management LLC (“HAM”), following which HAM was renamed Horizon Kinetics Asset
Management LLC (“HKAM”). KAM, HAM and KA were all wholly-owned subsidiaries of Horizon Kinetics LLC, and HKAM will remain a wholly-owned subsidiary. HKAM is the Fund's adviser, previously, KAM was
the Fund's adviser. Neither the portfolio managers of the Fund nor the Fund’s investment objective and investment strategy have changed.

KMDNX is the No-Load Class of the Kinetics Multi-Disciplinary Income Fund. One-Year, Three-Year, Five-Year, Since Inception and Volatility figures are annualized. The inception date for KMDNX is February
11, 2008. As a no-load fund, there is no sales charge. The above performance assumes dividends are reinvested. You will be charged a redemption fee equal to 2.00% of the net amount of the redemption if
you redeem or exchange your shares 30 days or less after you purchase them. The gross expense ratios listed are as of 12/31/2021 as reported in the 4/30/2022 prospectus. The Fund’s adviser voluntarily
agreed to waive management fees and reimburse fund expenses so that net annual fund operating expenses do not exceed certain levels, not including acquired fund fees and expenses (AFFE), through May
1, 2023, and may be discontinued at any time by the Fund’s adviser after May 1, 2023. The Fund changed its name from The Multi-Disciplinary Fund to The Multi-Disciplinary Income Fund in April 2015.
Volatility statistics begin with first complete month of performance.
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As of 
December 31, 2022

KMDNX
(Net of Fees)

Maximum Drawdown -28.6%

A drawdown is defined as the peak-to-trough decline over a given period of time. All return data is calculated using a daily net asset value (NAV). The chart
assumes $100 invested in KMDNX on 2/29/2008. The inception date for KMDNX is February 11, 2008. Slide 31 contains standardized performance data.
Additional disclosures are located on Slide 35.
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Income Portfolio Exposure

Cash & Equivalents 85.3%

Other Investments 11.8%

Fixed Income 1.3%

Common Stocks 1.1%

Total Number of Positions* 4
*Calculated such that all securities issued by one issuer are 
counted as one position.

Top Holdings
Weight %

1 PIMCO Dynamic Income Fund 7.2%

2 Doubleline Opportunistic Fund 4.6%

3 Ball Corporation 5.250% due 01-Jul-2025 1.3%

4 Valaris Limited 1.1%

Please see Slide 35 for additional information and important disclosures.
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Class Ticker CUSIP 12b-1 Fee

Net 
Expense 

Ratio

Gross 
Expense 

Ratio

FUND CLASS INFORMATION

No Load KMDNX 494613672 - 1.72% 2.33%

Adv. A KMDAX 494613664 0.50% 1.97% 2.58%

Adv. C KMDCX 494613656 1.00% 2.47% 3.08%

Inst. KMDYX 494613649 - 1.52% 2.28%

You will be charged a redemption fee equal to 2.00% of the net amount of the redemption if you redeem or exchange your shares 30 days or less after you purchase them. The gross expense ratios listed are as
of 12/31/2021 as reported in the 4/30/2022 prospectus. The Fund’s adviser voluntarily agreed to waive management fees and reimburse fund expenses so that net annual fund operating expenses do not
exceed certain levels, not including acquired fund fees and expenses (AFFE), through May 1, 2023, and may be discontinued at any time by the Fund’s adviser after May 1, 2023. The Fund changed its name
from The Multi-Disciplinary Fund to The Multi-Disciplinary Income Fund in April 2015. Volatility statistics begin with first complete month of performance.
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You should consider the investment objectives, risks, charges and expenses of the fund carefully before investing. For a free copy of the fund’s prospectus, which contains
this and other information, visit our website at www.kineticsfunds.com or call 1-800-930-3828. You should read the prospectus carefully before you invest.

In April 2019, Kinetics Asset Management LLC (“KAM”) and Kinetics Advisers, LLC (“KA”) reorganized into Horizon Asset Management LLC (“HAM”), following which HAM
was renamed Horizon Kinetics Asset Management LLC (“HKAM”). KAM, HAM and KA were all wholly-owned subsidiaries of Horizon Kinetics LLC, and HKAM will remain a
wholly-owned subsidiary. HKAM is the Fund's adviser, previously, KAM was the Fund's adviser. Co-Portfolio Manager Darryl Monasebian has been added to the investment
team for the Fund, but neither the Fund’s investment objective nor investment strategy has changed.

Past performance does not guarantee future results. You will be charged a redemption fee equal to 2.00% of the net amount of the redemption if you redeem or exchange
your shares less than 30 days after you purchase them. The Multi-Disciplinary Income Fund is classified as diversified; however, asset allocation/diversification does not
guarantee a profit or eliminate risk of loss.

Unlike other investment companies that directly acquire and manage their own portfolios of securities, the Multi-Disciplinary Income Fund pursues its investment objective
by investing all of its investable assets in a corresponding portfolio series of Kinetics Portfolio Trust. Annualized Volatility is the standard deviation of periodic returns
multiplied by the square root of the number of periods in one year, e.g., the standard deviation of daily returns multiplied by the square root of 250 trading days per year.

This presentation is for informational purposes only, is not a solicitation to purchase shares, does not constitute investment or tax advice and is not a public or private
offering or recommendation of any kind. This document and its content are the property of Horizon Kinetics Asset Management LLC (“HKAM”), a wholly-owned subsidiary
of Horizon Kinetics LLC, and cannot be reproduced or transmitted to any person in any form or by any means in whole or part without prior written consent from HKAM.
Mutual Funds, including Kinetics Multi-Disciplinary Income Fund, are subject to stock market risks significant fluctuations in value. If the stock market declines in value, the
Funds are likely to decline in value and you could lose money on your investment.

This Multi-Disciplinary Income Fund invests in CLOs and debt securities, which carry special risks further discussed in the Fund’s Prospectus. Concentrated portfolios that
invest a substantial portion of their assets in a particular industry carry a risk that a group of industry-related securities will decline in price due to industry specific
developments. Companies in the same or similar industries may share common characteristics and are more likely to react comparably to industry specific market or
economic developments.

Portfolio holdings information is subject to change at any time and is as of the date shown. For more information, including the risks associated with the Multi-Disciplinary
Income Fund, you may refer to the funds’ prospectus by visiting us at www.kineticsfunds.com.

The information contained herein should not be construed to be a recommendation to purchase or sell any particular security. It should not be assumed that any of the
security transactions or holdings referenced herein have been or will prove to be profitable or that future investment decisions will be profitable or will equal or exceed the
past investment performance of the securities listed.

No part of this material may be: a) copied, photocopied, or duplicated in any form, by any means; or b) redistributed without Horizon Kinetics LLC’s prior written consent.

© 2023 Horizon Kinetics LLC ® All Rights Reserved
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