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Private Credit:
Open for Business'

The private credit market has stayed open for business amid the volatility of the last few
months. Issuance is still modest as private equity deal activity remains sluggish, but the
direct lending market has successfully provided capital for new LBOs and refinancings
of near-term debt maturities despite the ongoing tariff uncertainty and geopolitical
concerns, reinforcing its reputation for quick and certain execution.

When public debt market accessibility is limited, private credit truly shines as a financing
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MANAGING DIRECTOR,

beginning in 2022, and again in the second quarter of this year. None of these events were
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associated with default rates spiking to recessionary levels or even prolonged distress,
but the uncertainty was enough for (a) the banks that intermediate the leveraged loan
market to take a pause and (b) public lenders to step back and assess the mark-to-market
volatility in their portfolios. In each case, private credit helped fill the gap.

Moreover, private credit activity in Europe has been notably robust amid the volatility,
with over €11 billion of direct lending volume in the last three months.? (See Figure 1.)
Admittedly this figure is boosted by a handful of mega-deals, but investor sentiment
regarding Europe is improving: the region may be reasonably isolated from tariff
pressures, and corporate fundamentals remain strong.

With more stringent bank capital rules set to be enforced, an extraordinary volume
of private equity dry powder, and the likelihood of continued market volatility, it's fair
to expect private credit will be an increasingly critical financing source for corporates
and private equity sponsors.

Figure 1: Direct Loan Issuance Has Been Robust Amid Recent Volatility
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Source: PitchBook, as of May 31, 2025.


https://www.brookfieldoaktree.com/glossary/leveraged-buyout-lbo
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ENDNOTES

' Source: The Roundup: Top Takeaways from Oaktree’s Quarterly Letters—
June 2025 Edition. The content is derived from or inspired by ideas in
recent letters, or other materials featuring or produced by Oaktree
thought leaders; the text has been edited for space, updated, and
expanded upon where appropriate.

2 PitchBook, as of May 31, 2025.

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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