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Global Credit: Carry On

Amid a strong U.S. economy and potentially inflationary policies from the incoming
administration, yields may remain higher for longer. High-income assets will likely
benefit, but investors should avoid complacency, particularly given the unpredictability
of macroeconomic factors.'
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Expectations for further cuts to the federal funds rate have moderated amid a remarkably robust U.S. economy and
the prospect of inflationary policies from the incoming Republican administration. With credit spreads already on the
tight end of the historical range, duration failing to be a reliable return-driver given the volatile interest rate environment,
and Treasury yields remaining elevated, there has only been one sure game in credit: income. Assets offering high
coupons — notably floating-rate instruments, such as senior loans and CLOs - have especially profited from this backdrop.

So, what's led to a more hawkish Fed, and may keep Treasury yields higher for longer?

1. The exceptional resilience of the U.S. economy:
* U.S. GDP increased at a robust annual rate of 2.8% in the third quarter.?
» Consumer sentiment hit a seven-month high in early November.*

* Jobs data has been stronger than expected, with over 225,000 jobs added in November.*

2. The incoming Republican administration’s potentially inflationary campaign promises:
* Imposing steep tariffs could increase the cost of imported consumer goods.
* Reducing taxes would add to the national deficit.

* Restricting immigration could trigger higher wage growth and make job openings harder to fill.

However, these factors may not run a linear course. In a recent interview, Howard Marks reminded us that “probably
98% of the things Trump will do can't be predicted, and even the consequences of the things we know he'll do probably
can't be predicted.” The U.S. economy seems to be on solid footing, but data surprises could lead to volatility, and
policies introduced by the Trump administration may have unpredictable second-order impacts.

Though it's difficult to predict macroeconomic factors, investors may benefit from focusing on yield and maximizing
income to drive portfolio returns. Certainly, assets generally offer more income when they present more credit
risk. Selecting for high income therefore isn't a panacea; it must be matched with diligent underwriting and robust
downside protection.


https://www.youtube.com/watch?v=u36afZDX8Jo

D077/

Global Credit: Carry On

ENDNOTES

'Source: The Roundup: Top Takeaways from Oaktree’s Quarterly
Letters — December 2024 Edition. The content is derived from
or inspired by ideas in 3Q2024 letters or other materials sent
to clients in 4Q2024; the text has been edited for space, updated,
and expanded upon where appropriate.

?Bureau of Economic Analysis.
*University of Michigan Survey.

4U.S. Bureau of Labor Statistics.

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. 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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