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Even at a time of economic uncertainty and high interest rates, we believe

there is no shortage of opportunity for investors in public debt and private
credit markets. Investors today can find highly attractive risk-adjusted returns

in the high yield market, where credit quality is the best, it has been in many
years. Meanwhile, commercial banks have pulled back on lending to businesses,
creating opportunities for private, non-bank lenders to provide direct loans at
highly favorable rates, especially to high-quality middle-market companies. At the
same time, the dramatic shift in the lending market has created a growing group
of good companies with bad balance sheets. Many of these firms may emerge
as targets for distressed debt investors in the next few years as interest rates
stay higher for longer, creating conditions where firms face the dual challenge
of higher debt-servicing costs with lower revenues as the economy slows.

Oaktree’'s Armen Panossian recently sat down with Bloomberg Intelligence’s
FICC Focus podcast to talk about market conditions, bond returns, and how
Oaktree’s decades of experience in credit positions the firm to find new
investment opportunities.

Q: How significant is the opportunity in private credit today?
Private credit represents a very large opportunity set. Today, with banks stepping away from lending because of
regulatory reasons and balance sheet losses from syndication, we are finding opportunities to generate attractive
risk-adjusted returns in the heart of the private credit or corporate direct lending market.

As a consequence of both higher rates and economic dislocation, what we're finding is that you can lend on

a first-lien basis to large businesses being bought by private equity firms at a cost of debt between 11% and 13%.
That's the best risk-adjusted return | can think of currently in the market—and one that'’s certainly much higher
than it's been at any time in the last 10 years. For these reasons, we believe it's a great vintage and a great time
to really lean into private credit, even in the most highly trafficked part of the market.
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Q: Will the Federal Reserve’s monetary policy achieve its goal of a soft landing for the U.S. economy?
If you look historically at periods of rapid rate increases, it usually takes about 18 months from the rate peak
to experience stress or distress in the markets. You also have seen historically a 100% correlation with an inverted
yield curve resulting in a recession. No one has given me a compelling argument to say this time is materially
different. | think that the next 12 to 24 months are going to look a whole lot worse than the last 12 months.

Q: Where do you see areas of opportunity that might weather a potential downturn?
| think high yield bonds are probably the most interesting of the publicly traded credit products. The high yield
universe has the highest credit quality it has seen in many years with the highest percentage of BB-rated credits
in at least a decade. These companies might have the opportunity to de-lever by the time you get to maturity
on a nominal-dollars perspective. So, | think earning a 9% yield-to-maturity on high yield bonds today is probably
more like 9.5-10% in terms of actual recovery, because a good high yield issuer is going to refinance its bond
one year or 18 months before its maturity. To me, that's a very attractive risk-adjusted return, given the size
and leverage of those borrowers.

| also think we are embarking on a great set of circumstances for distressed debt investing. Sectors like software
and healthcare are still pretty high quality, but they are not levered appropriately given the cost of borrowing

at this time. With base rates at over 5%, these companies are going to have a very tough time managing their
cash flow because their debt burden is too high. These are great examples of good companies with bad balance
sheets, which is a recipe for a very attractive distressed investment opportunity that | think will unfold over

the next couple of years.

Looking at credit markets more generally, at some point duration will be your friend, but | think something
has to break first. Conventional wisdom says we'll need a recession or some other trigger to bring down rates.
There will be a buying opportunity in high-quality duration, but it's just not here yet.

Q: How do you think Oaktree’s expertise and scale will benefit the firm and its investors as private credit
markets grow?
There’s not enough private credit capital relative to private equity demand. Based on our numbers globally, there’s
over $2 trillion of private equity capital looking for deals. Last time | checked, private equity sponsors are not known
for returning drawn capital. So that money is going to be spent. It might take two years, or three years, but it is not
going to take 10 years.

Given this, if you consider demand to deploy private equity capital, and juxtapose that with what's happening

in the banking environment and what's happening with bank tolerance for lending or using their balance sheet

to earn syndication fees, those two things are going in opposite directions. Based on our numbers, there’s only
about $300 billion of private credit dry powder. That is a huge mismatch, and indicates that certainly more growth
is possible. Oaktree’s size and scale mean we should be well positioned to capitalize on this opportunity.
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IMPORTANT DISCLOSURES

All investing involves risk. The value of an investment will fluctuate

over time, and an investor may gain or lose money, or the entire
investment. Past performance is no guarantee of future results. As an
asset class, private credit is comprised of a large variety of different
debt instruments. While each has its own risk and return profile, private
credit assets generally have increased risk of default, due to their typical
opportunistic focus on companies with limited funding options, in
comparison to their public equivalents. Because private credit usually
involves lending to below investment grade or non-rated issuers, yield

on private credit assets is increased in return for taking on increased risk.

Views and opinions expressed are those of the speaker and may not
necessarily reflect those of Brookfield or its affiliates.

The information contained herein is for educational and informational
purposes only and does not constitute, and should not be construed
as, an offer to sell, or a solicitation of an offer to buy, any securities
or related financial instruments. This commentary discusses broad
market, industry or sector trends, or other general economic

or market conditions, and it is being provided on a confidential basis.

FORWARD-LOOKING STATEMENTS

Information herein contains, includes or is based on forward-looking
statements within the meaning of the federal securities laws, specifically
Section 21E of the Securities Exchange Act of 1934, as amended, and
Canadian securities laws. Forward-looking statements include all
statements, other than statements of historical fact, that address future
activities, events or developments, including, without limitation, business
or investment strategy or measures to implement strategy, competitive
strengths, goals, expansion and growth of our business, plans, prospects

Diversification does not assure a profit or protect against loss in declining financial markets.
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and references to our future success. You can identify these statements
by the fact that they do not relate strictly to historical or current facts.
Words such as “anticipate,” “estimate,” “expect,” “project,” “intend,”
“plan,” “believe” and other similar words are intended to identify these
forward-looking statements. Forward-looking statements can be
affected by inaccurate assumptions or by known or unknown risks and
uncertainties. Many such factors will be important in determining our
actual future results or outcomes. Consequently, no forward-looking
statement can be guaranteed. Our actual results or outcomes may

vary materially. Given these uncertainties, you should not place undue
reliance on these forward-looking statements. This communication is not
intended to provide an overview of the terms applicable to any products
sponsored by Brookfield Corporation and its affiliates (together,
“Brookfield”). Information and views are subject to change without
notice. Some of the information provided herein has been prepared
based on Brookfield’s internal research, and certain information is based
on various assumptions made by Brookfield, any of which may prove

to be incorrect. Brookfield may not have verified (and disclaims any
obligation to verify) the accuracy or completeness of any information
included herein, including information that has been provided by third
parties, and you cannot rely on Brookfield as having verified any of

the information. The information provided herein reflects Brookfield’s
perspectives and beliefs as of the date of this commentary.
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