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FOREWORD

Jollows is based on that conversation.

Oaktree recently hosted an investment professional discussion on credit investing in today’s markets. John Frank,
Oaktrees Vice Chairman, moderated the discussion and was joined by Raj Makam (Co-Portfolio Manager,
Middle-Market Finance) and Justin Bickle (former Managing Director, European Principal and European
Private Debt, and current CEO of Glenveagh Properties, a European Principal portfolio investment). What

John Frank: Justin and Raj, you focus on middle-
market lending in Europe and the U.S. respectively.
Is this a good time to be providing private loans,
particularly as there has been a lot of capital
directed at private lending opportunities? If so,
where are the opportunities?

Justin Bickle: We believe this is a good time to be
lending to the middle-market segment that we target,
comprising European companies with enterprise
values of €500 million and below. Industry research
estimates that there is a €2 trillion gap between
demand and supply, meaning there is significantly
more demand for financing than there is capital
available to meet it. We think the best opportunities
are in the non-sponsor-led middle-market segment
because there are fewer lenders in this segment, which
means there is less competition and we can potentially
charge more for our capital. In addition, sourcing
non-sponsor-led deals requires an investment team
with a broader reach, as well as the tenacity and
structuring expertise to source and execute these
deals, which further limits our competition.

Raj Makam: [ think the U.S. is another good place
to be investing, because right now it’s possible to earn
unlevered yields of approximately 6.5% on private
loans. This compares favorably to seven-year Treasury
yields around 2.15%. Despite this favorable lending
environment, it's important to be aware of the pace
of U.S. middle-market lending activity and where we
are in the economic and credit cycles. We are in the
midst of the third-longest economic expansion in the
U.S. since World War II. There has been a meaningful
amount of money raised for direct lending and private
debt strategies, but overall company performance is
sluggish and deal flow is down. Given this potential
imbalance of supply relative to demand, while we feel
the environment in the U.S. is conducive to Oaktree’s
style of investing in credit, we have to be extremely
discriminating and selective. 'This is the time to be
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defensive, because you don’t know when the cycle will
turn against us.

John Frank: What would you say are the main
differences between the private debt markets in the
U.S. and Europe?

Justin Bickle: My sense is that the U.S. market is more
liquid and commoditized than the European direct
lending market, but Raj is best placed to comment
given his experience there. I will say that because we
target the non-sponsor-led segment, each transaction
we look at requires more work on the front end in
order to identify interesting opportunities across
Europe and devise an individualized structuring
solution for each. In contrast to the U.S., which
has a unified legal regime, you need “feet on the
ground” in the various jurisdictions and more than
just credit under-writing expertise. Our private debt
strategy would not otherwise be feasible except that
it is undertaken by the European Principal Group,
which has approximately 50 investment professionals,
including senior advisors and a team of in-house
lawyers already focused on private equity transactions
in the same jurisdictions in which we lend.

Raj Makam: [ think lending in connection with
financial sponsor-backed deals in Europe is probably
a little less relationship-driven compared to deal-mak-
ing in the U.S., where lender-sponsor relationships are
quite important and symbiotic. Sponsors drive deal
flow for private debt funds and, in turn, managers
of debt funds are usually incentivized to participate
in the next deal so that sponsors will continue to
approach them with financing opportunities. At
the same time, sponsors want to be able to obtain
financing from these lenders on a regular basis. As
a result, both lenders and sponsors are motivated to
make sure each loan performs as anticipated and to
work together when issues arise.



John Frank: Raj, can you tell us a little more about
your team’s relationships with sponsors?

Raj Makam: Our relationships are primarily with
middle-market sponsors whose funds range in
size from $250 million to $2 billion of committed
capital. Over 75% of our loans since inception have
been to sponsors to whom we've provided financing
for multiple deals. Considering that our track record
spans 16 years and over 80% of our investments are in
junior debt, we believe it’s quite an achievement that
so much of our business is with repeat sponsors. We
have found ourselves in difficult situations in which we
were at odds with the sponsors to whom we lent, but
because of our constructive, responsible approach and
the long-term nature of our relationships, both sides
were motivated to work together toward resolutions.
We feel it’s a testament to our franchise and willingness
to work through tensions to resolve issues that we
have maintained strong sponsor relationships, which
has resulted in strong deal flow for us.

John Frank: How do you mitigate risk and structure
transactions to protect the downside?

Justin Bickle: As a team with both a private equity
background and credit underwriting capabilities, we
work on a credit-by-credit basis, undertaking private-
equity-style diligence on the companies and assets
to whom or against which we lend. If we decide to
proceed with a transaction, our next step is to decide
how to structure a loan that will satisfy our risk
criteria. We create bespoke structures that protect
our downside and, in a worst-case scenario, enable us
to take control of the underlying asset. This is not a
“loan-to-own” strategy, but if something goes wrong,
we will exercise our share and asset pledges. Also,
when structuring our loans, we avoid jurisdictions
where there is less certainty that we could exercise these
pledges. Typically, our investments are structured as
senior debt plus some upside consisting of equity or
warrants. We like first-lien interests and uni-tranche
loans, and we will accept a combination of cash and
PIK coupons. Because we are not the source of the
cheapest capital, one of our big concerns is that our
borrower will prepay our loan, so we typically include
prepayment penalties in our loan documentation.

Raj Makam: We are very selective and turn down
80-90% of the deals we see. It is extremely important
for us to pick the right partner, so that if things go
wrong, no one panics; instead, we take our time and
work together on a solution. An important part of
our diligence involves stress-testing every factor to see
whether a company will still be able to repay our loan
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after accounting for all fixed charges, interest payments
and capital expenditures. Managing unpredictability
is key, and we look to maximize our chances of fully
recovering all of our capital and interest. ~ With
regard to structuring our loans, the majority of our
investments are junior debt, which we structure to
ensure as much downside protection as possible. Our
loans have a combination of cash and PIK coupons,
initial commitment fees, and some call premiums.

John Frank: Raj, Justin mentioned uni-tranche
loans — what are these, and how do they affect what
you do?

Raj Makam: A uni-tranche structure places both
tranches of debt — junior and senior — in one
instrument. Usually, we don’t believe this is a great
choice for companies because pricing tends to be
more expensive. Also, if things go well, the company
can’t pay off the more expensive portion of the debt,
whereas they can if their debt is structured as first-lien
and mezzanine tranches. Uni-tranche structures are
typically used in situations where time is of the essence.
For example, in an M&A situation, a uni-tranche
provider can help get the deal done more quickly. We
find uni-tranche deals a little more complicated for
our investment strategy, because if you want to hold
a diversified portfolio, issuance has to be sizeable.
Right now, we estimate that 10-15% of the market is
in uni-tranche debt, but I don't foresee a scenario in
which uni-tranche loans will be as much as 30% of
the market.

John Frank: Speaking of the market, can you
discuss your industry sector preferences?

Justin Bickle: We like manufacturing and tend to
stay away from pharmaceuticals and other sectors with
a heavy research and development component. A
large number of our investments have been referred to
us by our other portfolio companies, which means we
tend to stick to sectors in which we've invested before.

Raj Makam: We are industry-agnostic, but we like
stable companies with slow, careful growth. It’s easier
to point to the sectors that are not a focus for us. For
example, we tend to stay away from industries whose
growth is the result of some short-term trend, because
it’s difficult to incorporate this into our analysis.
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NOTES AND DISCLAIMERS

This document and the information contained herein are for educational and informational purposes only and do 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. Responses to
any inquiry that may involve the rendering of personalized investment advice or effecting or attempting to effect transactions in securities
will not be made absent compliance with applicable laws or regulations (including broker dealer, investment adviser or applicable agent
or representative registration requirements), or applicable exemptions or exclusions therefrom.

The document may not be copied, reproduced, republished, posted, transmitted, distributed, disseminated or disclosed, in whole or in
part, to any other person in any way without the prior written consent of Oaktree Capital Management, L.P (together with its affiliates,
“Oaktree”).

This document is being made available for educational 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 an offer invitation or solicitation of any specific funds or the fund management
services of Oaktree, or an offer or invitation to enter into any portfolio management mandate with Oaktree in any jurisdiction. Any offer of
securities or funds may only be made pursuant to a confidential private placement memorandum, subscription documents and constituent
documents in their final form.

An investment in any fund or the establishment of an account within Oaktree’s investment strategies is speculative and involves a high
degree of risk. Such risks include, but are not limited to, those described below. There can be no assurance that investments targeted by any
strategy will increase in value, that significant losses will not be incurred or that the objectives of the strategy will be achieved. Moreover,
a portfolio within a strategy may not be diversified among a wide range of issuers, industries and countries, making the portfolio subject
to more rapid changes in value than would be the case if the portfolio was more diversified.

Hiigh Yield Bonds

Securities in the lower rated categories and comparable non-rated securities are subject to greater risk of loss of principal and interest than
higher rated and comparable non-rated securities and are generally considered to be predominantly speculative with respect to the issuer’s
capacity to pay interest and repay principal. They are also generally considered to be subject to greater risk than securities with higher
ratings or comparable non-rated securities in the case of deterioration of general economic conditions. Because investors generally perceive
that there are greater risks associated with the lower rated and comparable non-rated securities, the yields and prices of such securities may
be more volatile than those for higher rated and comparable non-rated securities. The market for lower rated and comparable non-rated
securities is thinner, often less liquid, and less active than that for higher rated or comparable non-rated securities, which can adversely
affect the prices at which these securities can be sold and may even make it impractical to sell such securities.

Bank Loans and Participations

Bank loans and participations involve the risk of invalidation as a fraudulent conveyance, lender liability claims, environmental liabilities
with respect to collateral and limitations on the holder's ability to directly enforce its rights with respect to participations.

Nature of Bankruptcy Proceedings

Investing in companies involved in bankruprcy proceedings presents significant risks, foremost of which are the lack of control over certain
events, the bankrupicy filing itself may have an adverse impact on the company, the duration of the proceedings are difficult to predict
and may be further impacted by delays, the costs inherent in the process are frequently high, creditors can lose their priority and ranking
in a variety of circumstances and representation on a creditors committee may subject the creditor to various trading and confidentiality
restrictions.

Foreign Investments

Investments in securities or obligations of foreign entities involve certain special risks, including social, political or economic instability;
the possibility of unfavorable foreign governmental actions; price fluctuations and market volatility; differences in auditing and financial
reporting; adverse taxes; and different laws and customs. These factors may increase the likelihood of potential losses being incurred in
connection with such investments. Further, because such investments in foreign entities are likely to be denominated in multiple currencies,
the fluctuation in currency exchange rates may have an adverse impact on performance.

Convertible Securities

Many convertible securities are not rated investment grade. Securities in the lower-rated and non-rated categories are subject to greater risk
of loss of principal and interest than higher-rated securities and are generally considered to be predominantly speculative with respect to
the issuer's capacity to pay interest and repay principal. They are also generally considered to be subject to greater risk than securities with
higher ratings in the case of deterioration of general economic conditions. Because investors generally perceive that there are greater risks
associated with lower-rated and non-rated securities, the yields and prices of such securities may be more volatile than those for higher-
rated securities. The market for lower-rated and non-rated securities is thinner, often less liquid, and less active than that for higher-rated
securities, which can adversely affect the prices at which these securities can be sold and may even make it impractical to sell such securities.
The limited liquidity of the market may also adversely affect the ability to arrive at a fair value for certain lower-rated and non-rated
securities at certain times and could make it difficult to sell certain securities.
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Stressed Credits

Any deterioration of underlying market fundamentals could negatively impact the performance of investments in stressed companies.
Changes in general economic conditions, tax rates, operating expenses, interest rates and the availability of debt financing may also
adversely affect the performance of such investments. For these or other reasons, investments in stressed companies may become ‘non-
performing” after their acquisition, and during an economic downturn or recession, stressed investments are more likely to go into default
than securities of other issuers not experiencing financial stress. Securities of stressed companies are also often less liquid and more volatile
than securities of companies not experiencing financial difficulties, often involving a higher degree of credit and market risk.

Real Estate Investinents

The value of real estate-related securities can fluctuate for various reasons. Real estate values can be seriously affected by interest rate
Sfluctuations, bank liquidity, the availability of financing, and by regulatory or governmentally imposed factors such as a zoning change, an
increase in property taxes, the imposition of height or density limitations, the requirement that buildings be accessible to disabled persons,
the requirement for environmental impact studies, the potential costs of remediation of environmental contamination or damage and the
imposition of special fines to reduce traffic congestion or to provide for housing. Income from income-producing real estate may be adversely
affected by general economic conditions, local conditions such as oversupply or reduction in demand for space in the area, competition from
other available properties, and the owner provision of adequate maintenance and coverage by adequate insurance. Furthermore, certain
investments in mortgages, real estate or non-publicly traded securities and private debt instruments have a limited number of potential
purchasers and sellers. This factor may have the effect of limiting the availability of these investments for purchase and may also limit the
ability to sell such investments at their fair market value in response to changes in the economy or the financial markets.

Hlliquid Investments

Certain strategies will involve the use of illiquid securities or securities which are restricted as to their transferability. Such restrictions may
limit the ability to sell such securities at their fair market value.

Leverage

Certain strategies may engage in activities that involve the use of leverage. While leverage presents opportunities for increasing the strategy's
total return, it may increase losses as well. Accordingly, any event that adversely affects the value of an investment would be magnified ro
the extent leverage is used.

Investments in companies whose capital structures have significant leverage are inherently more sensitive than others to declines in revenues
and to increases in expenses and interest rates, posing a greater possibility of bankruptcy or default.

This document contains information and views as of the date indicated and such information and views are subject to change without
notice. Oaktree has no duty or obligation to update the information contained herein. Further, Oaktree makes no representation, and it
should not be assumed, that past investment performance is an indication of future results. Moreover, wherever there is the potential for

profit there is also the possibility of loss.

Certain information contained herein concerning economic trends and performance is based on or derived from information provided by
independent third-party sources. Oaktree believes that such information is accurate and that the sources from which it has been obrained
are reliable; however, it cannot guarantee the accuracy of such information and has not independently verified the accuracy or completeness
of such information or the assumptions on which such information is based. Moreover, independent third-party sources cited in these
materials are not making any representations or warranties regarding any information attributed to them and shall have no liability in
connection with the use of such information in these materials.
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