Ik -

WEALTH SOLUTIONS

Oaktree’s Panossian: Why Interest Rates
May Stay Higher for Longer

Despite financial markets pricing in interest rate cuts beginning in May or June of 2024,
Oaktree’s Co-Chief Executive Officer and Head of Performing Credit, Armen Panossian, thinks
investors should be prepared for the possibility that the U.S. Federal Reserve may instead
wait until it is forced into action.

Speaking with the Financial Times, Panossian offered two reasons why the central bank may

opt for caution: First, policymakers were scrutinized for their 2021 comments that inflationary

ARMEN PANOSSIAN pressures were “transitory,” and secondly, they will not want to risk even the appearance
g‘;;ICCHE';;,E\‘);E'C_ETA'S’E of influencing the upcoming U.S. presidential election. Given those considerations, Panossian
OF PERFORMING CREDIT said the central bank could instead decide to retain its firepower in case it has to respond

AT OAKTREE CAPITAL to a major event.

MANAGEMENT

Panossian said that although credit markets face an uncertain macroeconomic outlook,
2024 should nevertheless offer opportunities for investors. He shared the following views:

* High yield bond yields remain attractive, particularly when comparing BB-rated debt
with investment grade bonds. At the same time, while defaults are expected to rise, credit
quality has improved—roughly half of high yield bonds today are rated BB, versus one-third
a decade ago!’

* Leveraged loans that were bought at deep discounts are now trading above par. However,
the rising likelihood of refinancing or repricing once rates decline has caused spreads
to tighten. Yields are also high at 9.4%, but this may be a function of valuation mechanics
(e.g., loss provisioning, an income statement expense that lenders can use for potential
delinquent interest payments) and higher leverage.

* Private credit yields have decreased slightly (spreads are about 100-150 bps tighter versus
last year) as deal volume declined as a result of capital market and merger & acquisition
activity slowing in the face of higher interest rates. Still, the opportunity remains
substantial, with large investor inflows into BDCs? coupled with demand from private
equity firms for private credit due to the certainty and speed that private lenders can
provide compared with traditional banks.

Given this environment, Panossian stressed the importance of credit investors working
with an asset manager that has a proven track record of skillfully navigating through various
market cycles while seeking to avoid losses.



D077/

Oaktree'’s Panossian: Why Interest Rates May Stay Higher for Longer

ENDNOTES

! Bond ratings are grades given to bonds that indicate their credit quality
as determined by private independent rating services such as Standard
& Poor’s, Moody's and Fitch. These firms evaluate a bond issuer’s financial
strength or its ability to pay a bond'’s principal and interest in a timely
fashion. Ratings are expressed as letters ranging from ‘AAA’, which is the
highest grade, to ‘D’, which is the lowest grade. Credit ratings are subject
to change.

2A BDC, or business development company, is a closed-end investment
company is regulated by the U.S. Securities and Exchange Commission
under the Investment Company Act of 1940. BDCs primarily invest in
small and midsize companies (often privately held or founder-owned).
BDCs were initiated by the U.S. Congress in 1980 under the Small Business
Investment Incentive Act to help facilitate investment in small, growing,
U.S. businesses by offering a financing alternative for firms that may
otherwise have difficulty accessing traditional financing via bank loans
or public markets. To maintain BDC status, the company must invest
70% of its assets in qualifying BDC assets. Generally, these are private
U.S. companies or public U.S. companies with a market capitalization
of less than $250 million at the time the investment is made. The
remaining 30% can generally include other non-qualifying assets.

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.
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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
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.
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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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