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Q12024 Update | Private Credit And Middle-Market CLOs

Credit-Estimated Companies Under Stress

Along with record U.S. middle-market (MM) collateralized loan obligation (CLO) issuance and corresponding growth in our number of credit-estimated
companies, 2023 saw record credit-estimate downgrades, driven by a steep rise in benchmark rates of about 500 basis points (bps) during the year.
Although credit-estimated companies have initiated cost-cutting measures and brought in efficiencies, higher interest costs continue to depress margins and
pose liquidity challenges. For the year, S&P Global Ratings lowered estimates on a total of 276 entities, representing 15% of the total actions taken

(see slide 13). The remainder of the estimate actions were either upgrades (5%) or affirmations (80%).

We expect to see continued downgrades and selective defaults on credit-estimated companies in 2024. However, we think the downgrade momentum is
likely to slow down this year, with more certainty around rates and execution of asset sales and transactions during the year. For recurring revenue loan
issuers, downgrades outpaced upgrades by about six-to-one in 2023. Recurring revenue loans represent about 5% of our current credit estimates, with more
than 75% of these having a credit estimate score in the ‘ccc’ range (see slide 9).

Selective defaults, driven primarily by maturity extensions and instances of partial or full payment-in-kind (PIK), also remain elevated (slide 16). Asset
sales and private equity (PE) exits are getting pushed back as buyers and sellers fail to agree on valuations, and we're seeing more amendments to extend
near-term maturities. Acute liquidity issues for some borrowers are causing lenders to allow for a partial or full PIK of their interest on their term loans.

Among rated loan issuers, the LSTA Leveraged Loan Index default hit 2.05% at the end of 2023, up from 0.68% at the start of the year, not counting
selective defaults. S&P Global Ratings forecasts defaults among loan issuers to reach 3% by September 2024, excluding selective defaults. The historical
average default rate for the leveraged loan market is 2.67%, and the average default rate over the last decade has been 1.83%.

MM CLOs See Robust Issuance

MM CLOs continue to grow as a proportion of the U.S. CLO market. In recent years, MM CLOs have accounted for somewhere between 9% and 12% of total U.S.
CLO issuance volume, but 2023 was different, with 23.4% of issuance volume coming from the private credit space. In a year where broadly syndicated loan

(BSL) CLO issuance saw a 24.2% decline in issuance (to $88.7 billion) amidst limited corporate loan supply and challenged new issue CLO economics, MM CLOs
surged to $27.1 billion, a 126.2% increase over 2022 (see slide 18).

This growth is due to an expanding MM CLO buyer base as investors take note of higher spreads and CLO tranche subordination. Fear of missing out
(FOMO) is also a factor, with some investors working to get internal approval for MM CLO purchases before spreads tighten. We also think the strong
performance MM CLO ratings showed during the pandemic played a role. In conversations we've had with MM CLO issuers, some tell us they plan to increase
their use of CLOs as a means of diversifying their funding sources for direct lending, and many investors have told us they plan to increase allocations; so in the
nexus between these two things, we expect continued growth from the MM CLO space.



Q12024 Update | Private Credit And Middle-Market CLOs

MM CLOs Collateral Metrics Still Relatively Stable

Many credit-estimated companies are feeling the strains of higher interest rates and slowing growth, and credit estimate downgrades have picked up
materially in recent quarters. But so far, MM CLO metrics are doing relatively well (see slide 19). Exposure to ‘CCC’ assets, which started 2023 at 9.5%, ended
the year at just over 14.0%--a significant increase to be sure, but proportionally less than the increase seen in BSL CLO collateral pools. This leaves the average
MM CLO with some cushion before breaching the typical excess ‘CCC’ asset threshold of 17.5%, while the average BSL CLO is already slightly breaching its ‘CCC’
limit (7.67% at year-end 2023 versus a typical threshold of 7.5%).

Other MM CLO metrics are also holding steady. The average S&P Global Ratings' weighted average rating factor (SPWARF)--a measure of rating quality of the
companies in the collateral pool, with a lower number indicating higher ratings--was 3909 at the end of 2023, slightly worse than the 3778 seen at the start of
the year. Nonperforming assets remain low at 0.43%, in part because MM CLO managers can swap out distressed assets and replace them with stronger
ones, and because middle-market companies tend to see selective defaults rather than conventional defaults (see slide 16). The average MM CLO has built up
and maintained a par level slightly above target par (101.07%), and the average junior overcollateralization (O/C) test cushion is 6.82%, only a modest decline
from the average cushion at the start of 2023 (7.07%). By way of comparison, the average BSL CLO saw a drop to a 4.08% cushion today from 4.95% at the
start of 20283.

We Expect Stable MM CLO Ratings Performance

Our outlook for MM CLO ratings continues to be mostly benign, despite the uptick in credit estimate downgrades. MM CLOs saw zero downgrades during
2023, continuing a “no downgrade” streak that began in fourth-quarter 2020 (see slide 30). We attribute this strong rating performance to a variety of factors,
including CLO structural reasons: MM CLOs tend to have more par subordination and rating cushion at a given tranche level than a typical BSL CLO, and MM
CLOs sometimes don’t issue lower-rated (‘BBB’ and ‘BB’) tranches, which would be more likely to experience downgrades than more senior tranches when a
CLO comes under stress. Our scenario analysis for MM CLO ratings (slides 31-32) shows that they can withstand considerable defaults with limited CLO
rating impact. Under our most punitive scenario, which assumes 30% of collateral defaults with a 45% recovery, no CLO tranche rated ‘A’ or higher defaults,
and nearly 99% of CLO ‘AAA’ ratings are either affirmed (no downgrade) or are lowered by one notch.

Assuming we’re correct in our economic outlook, we expect MM CLO ratings to remain stable in 2024. To the extent we see MM CLO downgrades, these
should be limited to subordinate tranches of transactions showing obvious signs of distress. Given the limited diversity in some MM CLO collateral pools,
however, distress or default of a single obligor can have a material impact. To that end, we noted a significant drop in junior overcollateralization (O/C) ratio
cushion for several MM CLOs last quarter after the sales of an assets at a distressed prices. The ratings assigned to these CLOs, however, were not affected.
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Credit Metrics | Median Leverage And Interest Coverage By Sector

Metrics for companies with credit estimates updated during 2023

S&P Global Ratings-calculated leverage ratios (after factoring in the higher
benchmark rate) for the top 10 most represented sectors

Median of .

Industry debt/EBITDA (x) Number of obligors
Software 7.98 241
Heal.thcare providers and 7 o5 215
services

Commermal services and 6.33 136
supplies

Professional services 5.68 18

IT services 7.07 79
Media 6.16 73
Diversified consumer services 7.29 72
Construction and engineering 5.74 68
Healthcare equipment and 6.50 62
supplies

Health care technology 6.96 57

S&P Global Ratings-calculated interest coverage ratios (after factoring in
the higher benchmark rate) for the top 10 most represented sectors

Median interest

Source: S&P Global Ratings.

S&P Global
Ratings

Industry coverage (x) Number of obligors
Software 1.06 241
HeaLthcare providers and 141 215
services

Commermal services and 159 136
supplies

Professional services 1.76 18
IT services 1.42 79
Media 1.68 73
Diversified consumer services 1.33 72
Construction and engineering 1.70 68
Healthcare equipment and 157 62
supplies

Health care technology 1.35 57

Source: S&P Global Ratings.



Credit Metrics | Year-Over-Year Deterioration In Leverage And Coverage

Metrics for companies with credit estimates updated during 2022 vs. 2023

Change in median leverage for the top 10 most represented sectors

Change in median interest coverage for the top 10 most represented sectors

Industry % change from 2022 Number of obligors Industry % change from 2022 Number of obligors

Healthcare providers and +14% 215 Diversified consumer services -35% 72

services

Media 113% 73 Health care technology -30% 57

Diversified consumer services +11% 72 Construction and engineering ~30% 68
Healthcare providers and

Construction and engineering +10% 68 services P -30% 215

Health care technology +9% 57 IT services -29% 79

IT services +8% 79 Healthcare equipment and 289, 62
supplies

Software +1% 241 Media 96% 73

Healthcare equipment and

supplies AP +0% 62 Software -25% 241

Commermal services and 0% 136 Commermal services and 049% 136

supplies supplies

Professional services -5% 18 Professional services -22% 18

Average (of all sectors) +7% 38 Average (of all sectors) -28% 38

Source: S&P Global Ratings.

S&P Global
Ratings

Source: S&P Global Ratings.



Credit Metrics | Revenue And Leverage Trends

« Each pointin the scattergrams represents a credit-estimated company that was reviewed both in 2022 and 2023. Points above the trendline indicate

growth in revenue and leverage.

» Our sample size included over 1,150 credit estimates, more than half of the credit estimate portfolio.

Change in metrics for credit-estimated obligors (2022 reviews vs. 2023 reviews)

Revenue: 2022 vs. 2023 Leverage: 2022 vs. 2023
1,000 25
800 20
@ 600 "o o Fogne 2 1® g 28 &
o Lo’ 8
® . & 8, 25,
S 400 10 R
N , 4,." X
e ¢
200 5 o $
0 0
0 200 400 600 800 1000 0 5 10 15 20 25
2022 (mil. $) 2022 (x)

Source: S&P Global Ratings.

S&P Global
Ratings

For reviews done in 2023, revenue has
continued to grow due in part to
acquisitions.

Revenue and EBITDA increased year
over year in 80% and 59% of cases,
respectively. Still, leverage increased in
53% of cases.

For reviews done, median revenue and
EBITDA increased by 22% and 32%,
respectively, while leverage went up by
30%.

In 25% of the cases, revenue increased
and EBITDA declined, representing a
higher sensitivity to inflation.

In less than 5% of the sample, revenue
declined but EBITDA increased,
indicating better cost control.



Credit Metrics | EBITDA And Free Operating Cash Flow Distribution

* Roughly 3% of companies reviewed in 2023 generated negative EBITDA .

« Of the companies with recurring revenue loan structures, 36% generated negative EBITDA (more on recurring revenue on slide 9).

« About 45% of companies reviewed during the same period generated negative free operating cash flow (FOCF) (post-application of higher benchmark

rates).

EBITDA

2021 . 2022

30

25

20

% of credit estimated companies
o1

Less than

$0

Source: S&P Global Ratings.

S&P Global
Ratings
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Recurring Revenue | Credit Metrics

» Recurring revenue companies represent a small proportion (<5%) of our outstanding credit estimates, typically for software companies.

» These companies use revenue-based leverage rather than EBITDA for covenant compliance.

Recurring revenue score distribution Credit metrics: Recurring revenue deals

70
Metrics (median)

Total outstanding

60
No. of deals 100
50 EBITDA (mil. $) 4.91
Leverage 38.71
40
S Cash interest coverage 0.28x
30
Interest coverage 0.22x
20 Capex (mil. 1.85
14 pex (mil. $)
10 . FOCF to debt (%) -7.64
3
Liquidity ratio 1.88
— e
CCC CCC-

b- cce+

Capex—Capital expenditure. FOCF—Free operating cash flow. Source: S&P Global Ratings.

S&P Global
Ratings

In a higher-for-longer rate
environment, increased debt servicing
charges will exert pressure on
recurring-revenue companies to
prioritize liquidity.

This may be at the expense of upfront
investments and could affect their
long-term trajectory and growth.

Recurring revenue deals compare
unfavorably on metrics such as
EBITDA and FOCF compared to other
middle-market deals.

They tend to have higher LTVs and a
higher sponsor equity contribution.



Credit Estimates | Growth In Outstanding Credit Estimates
All outstanding S&P Global Ratings credit estimates (2012-Q4 2023)*

3,000
£ 2500
(2
§
€ 2,000
E
[

()]
-]
5 1,500
o
o
o0
£ 1,000
©
C
7
£ 500
®)
0

2012 2013 2014 2015 2016 2017 2018

*Covers all outstanding S&P Global Ratings U.S. credit estimates, including a small number of estimates for obligors not currently held within a
CLO transaction. CLO--Collateralized loan obligation. Source: S&P Global Ratings.

S&P Global
Ratings
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Credit Estimates | Credit Estimate Scores As Of Fourth-Quarter 2023

* Many of the companies we assign credit estimates to are financial sponsor-owned and generally highly levered.
» For credit-estimated companies reviewed in 2023, the median EBITDA was $29 million, and the median adjusted debt was about $190 million.
* Due to their weaker business and financial risk profiles, a large majority of these companies tend to have credit estimate scores at the lower end of the credit spectrum, especially ‘b-’.

+ Credit estimates are updated at least every 12 months, but, in practice, the average time since last review of outstanding estimates is shorter, at just over five months.

Credit estimates outstanding as of fourth-quarter 2023* Credit estimates by number of months since last update*
80 74 14
12
70 12 1
60 0 o o 10
w 50 8
L
g 40 S . 6 6 6 &
5 30 5
8 3
20 4
) e H B = .
b+ & above b b- cce+ cce & below 0 1 2 3 4 5 6 7 8 9 10 M 12
Issuer credit estimate Age of credit estimate (months)*
*Covers all outstanding S&P Global Ratings U.S. credit estimates (estimates less than one year old), including estimates *Covers all outstanding S&P Global Ratings U.S. credit estimates (less than one year old), including estimates for obligors not
for obligors not currently held within a CLO transaction. CLO--Collateralized loan obligation. Source: S&P Global Ratings. currently held within a CLO transaction. CLO--Collateralized loan obligation. Source: S&P Global Ratings.

S&P Global
Ratings "



Credit Estimates | Credit Quality Over The Years

Outstanding credit estimate distribution by issuer count (2007-Q4 2023)*
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*Covers all outstanding S&P Global Ratings U.S. credit estimates, including estimates for obligors not currently held within a CLO transaction. CLO--

Collateralized loan obligation.
Source: S&P Global Ratings.

S&P Global
Ratings

» Before the pandemic, about 75% of

our outstanding credit estimates
were ‘b-".

» This dropped to about 71% after the

pandemic induced downgrades of
‘b-" credit estimates into the ‘ccc’
category.

By 2023, over 74% of outstanding
credit estimates were back at ‘b-’
as performance of companies
rebounded, and many obligors saw
their credit estimates raised back
to ‘b-’ from the ‘ccc’ range.

12



Upgrades And Downgrades | Credit Estimate Changes Vs. BSL Rating Changes

» 2023 saw record downgrades eclipsing 2020. However, the downgrades-to-upgrade ratio of 3.2 remains less than the 2020 metric, 3.9.

» For the companies reviewed during the year, 80% were affirmed, 15% were downgraded, and 5% were upgraded.

* |n the fourth quarter of 2023, we saw the highest number of credit estimate downgrades since the second quarter of 2020.

Credit estimates raised and lowered (Q12020-Q4 2023)

H Raised Lowered
120

100
80
60 55
45
40 32 35
25 25 24
22
) 20 16 18 20 19
Er [ilul
[ |
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q@ Q2 Q3 Q4 Q@ Q2 Q3 Q4
2020202020202020 2021 2021 2021 2021 2022 2022 2022 2022 202320232023 2023

Credits estimates (no.)

(@]

o

BSL Ratings raised and lowered (Q1 2020-Q4 2023)

BSL Ratings (no.)

350

300

250

200

150

100

35
EEE
0
o

Beginning in second-quarter 2023, we have excluded upgrades/downgrades outside the construct of a CLO. CLO--Collateralized loan obligation.

Source: S&P Global Ratings.

S&P Global
Ratings
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Upgrades And Downgrades | Credit Estimates Raised And Lowered By Sector

85 upgrades in 2023(i)

Overall percentage

Sector exposure of total

Top five sectors upgraded of upgrades (%) credit estimates (%) Count of obligor (no.)
1 Commercial services and supplies 12.9 7.2 n
2 Software 10.6 12.7 9
3 Healthcare providers and services 7.1 .4 6
4 Hotels, restaurants, and leisure 7.1 2.7 6
5 Media 4.7 3.9 4
276 downgrades in 2023
Overall percentage Sector exposure of total
Top five sectors downgraded of downgrades (%) credit estimates (%) Count of obligor (no.)
1 Healthcare providers and services 16.7 .4 46
2 Software 14.5 12.7 40
3 Commercial services and supplies 6.2 7.2 17
4 Media 4.3 3.9 12
5 Health care technology 4.3 3.0 12

(hBeginning in second-quarter 2023, we have excluded upgrades/downgrades outside the construct of a CLO. CLO--Collateralized loan obligation.

“Source: S&P Global Ratings.

S&P Global
Ratings

Credit-estimate downgrades
increased substantially in
the second-half of 2023, due to:

Upcoming maturities with no
refinancing plans in place.

Negative FFO because of
higher interest rates.

Unsustainable capital
structures with high leverage.

Repeated covenant
breaches.

Inflation, resulting in
increased wages and material
COSIE:

14



Upgrades And Downgrades | Does Company Size Affect Performance?

* Thereis not a strong correlation between the size of a company and its credit quality.

Debt size of downgrades

All 2023 CEs Downgraded CEs

% difference

Median debt size 190 239

+26%

Average debt size 335 359

+7%

CE--Credit estimate. Source: S&P Global Ratings.

EBITDA size of downgrades

All 2023 CEs Downgraded CEs

% difference

Median EBITDA size 29 19

-34%

Average EBITDA size 44 28

-36%

CE--Credit estimate. Source: S&P Global Ratings.

S&P Global
Ratings

Debt size of defaults

All2023 CEs Defaulted CEs % difference
Median debt size 190 179 -6%
Average debt size 335 248 -26%
CE--Credit estimate. Source: S&P Global Ratings.
EBITDA size of defaults
All2023 CEs Defaulted CEs % difference
Median EBITDA size 29 17 -41%
Average EBITDA size 44 26 -41%

CE--Credit estimate. Source: S&P Global Ratings.

15



Defaults | Credit-Estimated Companies Have Higher Selective
Defaults But Fewer Conventional Defaults . he dachod blue e i the shart. which

includes both selective and conventional

Credit estimate default rates (with and without SDs) compared to conventional . . _
. - defaults among credit-estimated issuers,

defaults on loans (LSTA Index) and overall SG default rate (including SDs) has trended up towards 5%, as selective
9 - defaults picked up during the second half

""" Credit Estimate of the year when distressed companies
8 - Default Rate . L .
A (including selective addressed liquidity concerns with A-to-E
defaults) or interest deferral. The S&P U.S.

Speculative Grade default rate has also

[4
]
]
)
7 i
]
i Morningstar LSTA . i
6 :’ US Leveraged Loan ticked up (both defaults and selective
. ! '”Ci'ext(excdlufiﬂi | defaults) and is expected to reach 5% by
selecCtlive aetaults ofa
s i September 2024 on a trailing 12-month
4 :' Credit Estimate basis.
! Default Rate . .
3 ( (excluding » Defaults have begun to pick up in the
i selective defaults) syndicated loan market as well. In
2 v S%P US. December 2023, the trailing 12-month
: Speculative Grade Morningstar LSTA U.S. Leveraged Loan
Default Rate 0
(including selective IQdex default rate reached 2.05%, the
0 defaults)* highest since late 2027.
2017 2018 2019 2020 2021 2022 2023 s _
« Other default studies’ calculations may
*The data for the S&P U.S. Speculative Grade Default Rate is through Nov. 30, 2023. SD--Selective default. SG--Speculative grade. Source: S&P Global Ratings dlﬂier because Of methodology and
sample use.

and Pitchbook/LCD.
16
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Defaults | Credit Estimate Selective Defaults Grow

* The biggest reasons for selective defaults were A-to-E transactions followed by interest deferrals.

* Close to 70% of selective defaults that occurred in the ‘b-’ category were reassessed at the ‘ccc’ category post-selective default.

Transition table for credit estimate selective defaults

that occurred in 2023

ccc+

cccC

Credit estimate score pre-SD

ccc-

Credit estimate score post-selective default
b- ccc+ ccc ccc-
1
13 9 / 12
2 6 § 1
1 1 1 2
4 2 o

LTM count of selective defaults (Q1 2020 - Q4 2023)

LTM count (no.)

120

100

8

o

6

(@]

4

o

2

o

o

Q1 Q2 Q3 Q@4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q@ Q2 Q3 Q4
2020202020202020 2021 2021 2021 2021 2022 2022 2022 2022 2023 2023 2023 2023

SD--Selective default. LTM--Last 12 months. Source: S&P Global Ratings. As of fourth-quarter 2023, we are still receiving selective default notices from managers and
incorporating them into our dataset.

S&P Global

Ratings
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Issuance | Middle-Market CLO Issuance Increased By 126% In 2023
U.S. BSL CLO and middle-market CLO new issuance by month (2012-2023) (bil. $)

m BSL CLO New Issuance

Middle Market CLO New Issuance

30
25
20
15
10
’ II|\|I‘ [l ||| IHI \ || il ||I (it ||| | il ‘ QA MO m |||||
R AL T HTHAT b | I
ggggeerpedIIdIseoreeeeeelbll2R2222IRI883595338883888882¢8
§ 538 §5338§538§5308 55385838 §538§538¢538 8038558385635
U.S. CLO issuance, 2012 through 2023 (bil. $)
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023  Change
BSL CLOs $50.11 $78.12 $117.78 $93.76 $64.01  $103.58  $112.88  $103.65 $82.21  $164.97  $116.99 $88.71 -24.1%
New lssue MM CLOs $4.15 $4.31 $6.32 $5.15 $8.28 $14.49 $15.97 $14.82 $11.33 $22.53 $11.98 $27.10 126.2%
Total New Issue $54.26 $82.43 $124.10 $98.91 $72.30 $118.07  $128.86 $118.47 $93.54  $187.49  $128.97 $115.81 -10.1%
MM CLO % 7.6% 5.2% 5.1% 5.2% 1.5% 12.3% 12.4% 12.5% 12.1% 12.0% 9.3% 23.4%
BSL CLOs $0.00 $0.00 $0.00 $0.00 $39.73  $161.53 $151.97 $41.33 $30.39  $237.61 $17.35 $21.55 24.2%
Reset/Refi MM CLOs $0.00 $0.00 $0.00 $0.00 $0.00 $5.48 $3.92 $2.46 $1.09 $13.70 $7.42 $3.05 -58.9%
Total Resets/Refis $0.00 $0.00 $0.00 $0.00 $39.73  $167.01  $155.89 $43.79 $31.48  $251.31 $24.77 $24.60 -0.7%

Source: S&P Global Ratings, Pitchbook LCD.

S&P Global
Ratings
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CLO Performance | ‘CCC’ Buckets Increase, Other Metrics Stable

» The increased count of lowered credit estimates in the third and fourth quarters (slide 13) have resulted in a notable increase in ‘CCC’ buckets as well as
default buckets across MM CLO portfolios.

* Inasmall handful of instances, portfolio par loss, haircuts from defaults and excess ‘CCC’ exposures have resulted in O/C numerator haircuts, leading to a
decline in junior O/C test cushions.

* However, the average MM CLO junior O/C test cushion still remains at 6.8%.

Credit metrics averaged across 65 reinvesting S&P Global Ratings-rated middle-market CLOs

As of date 'B-' (%) 'CCC' category (%) No rating/CE (%) Nonperforming assets (%) SPWARF Jr. 0/C cushion (%) % of target par
12/31/2022* 73.68 9.47 5.81 0.16 3778 7.07 101.02
1/31/2023* 7412 9.52 5.65 0.18 3778 7.08 101.02
2/28/2023* 73.63 9.41 5.97 0.26 3787 7.07 101.01
3/31/2023* 73.63 9.46 6.01 0.23 3788 7.05 101.01
4/30/2023* 73.75 9.68 6.19 0.23 3798 7.04 101.01
5/31/2023* 73.55 9.66 6.53 0.23 3807 7.07 101.03
6/30/2023* 73.26 10.25 6.14 0.24 3806 7.00 101.04
7/31/2023* 72.46 10.97 6.31 0.23 3825 7.03 101.07
8/31/2023* 72.04 11.80 5.86 0.41 3842 6.95 101.10
9/30/2023* .74 12.35 6.18 0.39 3861 6.91 101.1
10/31/2023* 70.46 13.50 6.54 0.42 3887 6.84 101.07
11/30/2023** 69.61 14.25 6.68 0.43 3906 6.82 101.07
12/20/2023*** 69.36 14.03 7.4 0.43 3909 6.82 101.07

*Index metrics based on end of month ratings and pricing data and as of month portfolio data available. **Index metrics based on Nov. 30, 2023, ratings and pricing data and latest portfolio data available to us. ***Index metrics based on Dec. 20, 2023,
ratings and pricing data and latest portfolio data available to us. SPWARF—S&P Global Ratings’ weighted average rating factor. O/C--Overcollateralization. Source: S&P Global Ratings.

S&P Global
Ratings



CLO Performance | O/C Test Haircuts Remain Modest

Average O/C metrics for reinvesting U.S. MM CLOs

'CCC Haircut %
'Discount Haircut %

'Default Haircut %
'‘Other Haircut %

mmmm 'Total Haircut %
'‘Deferring Haircut %

0.5%
0.4%
0.3%
0.2%

0.1% -
0.0% m_.s-é;:—ﬂ
av

Average O/C metrics for amortizing U.S. MM CLOs

'CCC Haircut %
'Discount Haircut %

'Default Haircut %
'Other Haircut %

mm 'Total Haircut %
'Deferring Haircut %

2.0%
1.5%

1.0%

-
0.5% '=.il-| »
0.0% A_.‘BA—AA
v V)

0/C—Overcollateralization. MM--Middle market. Source: S&P Global Ratings.

S&P Global
Ratings

O/C cushions across reinvesting U.S. MM
CLOs have declined slightly since the
start of the year; though on average, they
still remain positive at just under 7% as of
the end of 2023.

The O/C haircuts for the reinvesting U.S.
MM CLOs mostly come from default
exposures; most reinvesting deals are not
close to breaching their ‘CCC’ thresholds,
though a few transactions exceeded their
‘CCC’ thresholds (most deals have a 17.5%
‘CCC’ threshold).

O/C haircuts across amortizing U.S. MM
CLOs are larger relative to the reinvesting
transactions; both default exposures and
excess ‘CCC’ exposures contribute a large
majority of the haircuts.

Despite the higher average haircuts, the
junior O/C cushions for amortizing
transactions are higher than reinvesting
transactions due to senior note
paydowns.
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BSL And MM CLOs | Comparing Middle-Market CLOs To BSL CLOs

Broadly syndicated loan CLOs (BSL CLOs)

Middle-market loan CLOs (MM CLOs)

Outstanding Amount (Q4 2023)

About $875 billion

About $125 billion

Size of median CLO (par $)

About $500 million

About $475 million

Collateral attributes

Senior secured loans to larger companies:
- EBITDA greater than $100 million; and,
+ Loan facility sizes greater than $500 million.

Senior secured loans to smaller companies:
+ Loan facility sizes of $50 million to $300 million
* Issuer EBITDA sizes of:
« < $20 million (lower middle market)
«  $20 to $50 million (core middle market)
+  $50 to $100 million (upper middle market)

Source of CLO collateral

BSL CLO managers purchase the loans for their CLOs in the open market to
create a portfolio

Some MM CLO managers (or their affiliates) are direct lenders and issue
some/most of the loans in their CLOs

Typical issuer motivation

BSL CLO managers typically use BSL CLOs to build assets under management
and generate fee income

Most MM CLO managers use CLOs to fund their direct lending and
maintain diverse funding sources

CLO manager relationship with borrower

Investor

Direct lender or Investor

Risk retention

U.S. BSL CLOs are generally not subject to risk retention since the manager
acquires the loans in the open market

MM CLOs are generally subject to risk retention since the manager
is the issuer of some/all the loans in the CLO

Loan covenants

Covenant-lite loans are the norm (80% plus of BSL loan market) along with
looser provisions

A large majority of loans in MM CLOs have maintenance covenants,
Generally, the smaller the loan, the more likely it is to have
covenants/restrictive provisions.

CLO equity holder

Historically most BSL CLO managers have placed CLO equity with
third-party investors (although this was less true in 2023)

Most MM CLO managers hold their CLO equity, although some now have
third-party equity in their CLOs.

Junior-most ‘AAA’ subordination

Typically ranges from 34% to 39% (median is 36%)

Typically ranges from 40% to 46% (median is 42.5%)

Source of ratings/implied ratings

S&P Global Ratings has ratings on more than 95% of BSL loan issuers

Credit estimates typically cover > 60% of the issuers in MM CLOs

Typical spreads of loans within portfolio

SOFR+350 to SOFR+400

SOFR+550 to SOFR+600

Maturity of loans

Loans in BSL CLOs have an average of maturity of 4.4 years

Loans in MM CLOs have an average of maturity of 3.5 years

Number of obligors in CLO pool

Varies, but average is 310 obligors

Varies, but average is 108 obligors

Number of industries in CLO pool

Typical BSL CLO has loans from = 24 industry sectors

Typical MM CLO 15 to 20 industries

Source: S&P Global Ratings.

S&P Global
Ratings



BSL And MM CLOs | Comparison Of Metrics

B Middle-market CLOs Broadly syndicated loan CLOs

Median subordination of CLO tranches Ratings distribution of CLO obligors
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BSL And MM CLOs | GICS Industry Groups
GICs Industry Groups distribution across MM CLO and BSL CLO collateral pools
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MM--Middle market. BSL--Broadly syndicated loan. CLO--Collateralized loan obligation. Source: S&P Global Ratings.
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Managers | Fourth-Quarter 2023 Manager Metrics (1 of 2)

Largest Largest Issuers Proportion % of MM
Manager GICS GICS issuer creditDowngrades Upgrades Credit credit CLO assets Manager
(No. S&P Industry Largest GICS industries  exposure Issuers estimated in 2023 in 2023 estimated estimatedin WAM  uniqueto with largest Proportion
MM CLOs) (%) Industry (No.) (%) (No.) (No.) (No.) (i) (No.) (i) issuers(%) Q42023 (%) SPWARF (ii) WAS (%) (years) manager overlap overlap (%)
Alliance 30.95 Software 20 1.87 139 17 21 6 89.70 7.35 3947 5.67 3.63 49  Blackrock 6.26
Bernstein (13)
Angelo Gordon/ 92 63 Healthcare providers 32 2.31 93 86 5 3 92.46 0.1 3849 6.02 2.42 85  Maranon 149
Twin Brook (2) and services
Antares (12) 12.4¢ Healthcare providers 47 1.09 337 279 47 16 90.81 15.49 3904 5.40 3.05 31 Churchill 12.88
and services
Apollo (1) 12.64 Prof;ffg:é 17 5.37 27 24 4 1 88.97 0.21 3880 5.64 3.62 20 Midcap 13.09
Ares (7) 15.22 Software 38 1.90 233 142 23 6 59.38 2.66 3938 5.36 3.47 25 Audax 12.62
Audax (6) 14.96 Software 39 0.97 290 74 15 3 22.49 0.88 3728 4.66 3.94 29 Monroe 16.07
Bain (3) 9.95 Software 31 3.35 71 53 6 2 80.02 110 4053 6.05 4.01 42 Antares 1118
Barings (5) 16.71 Software 38 2.38 162 113 24 7 82.38 213 3975 5.42 3.23 35  Churchill 9.73
Blackrock (8) 26.21 Software 39 1.49 182 131 30 6 74.52 3.49 3936 5.82 3.86 30 Ares 9.80
Blue Owl (22) 19.67 Software Al 1.99 221 134 29 11 80.01 8.67 3861 5.92 3.96 40  Antares 9.25
BMO (4) 16.4g Healthcare providers 42 1.62 148 122 22 5 85.63 0.76 4263 5.25 2.77 50  Antares 6.31
and services
Brightwood (3)* 20.90 ealthcare providers 23 5.36 56 41 12 2 85.01 0.74 3831 6.52 2.55 po KCAP/Garris 4.93
and services on
Carlyle (1)* 11.98 Software 26 3.45% 60 48 9 5 83.63 0.49 4032 6.15 3.46 13 F'rsl’\‘teEijgi/r 454
Churchill (6) 9.6 Healthcare providers 45 1.30 254 192 31 9 79.61 2.26 3973 5.34 3.50 28 Antares 12.88
and services
Deerpath (6) 17,01 Healthcare providers 38 2.20 140 102 14 4 84.27 2.89 3881 5.91 3.10 75 BMO 3.73

and services

(i) Based on quarterly exposure to companies with credit estimates raised and lowered during the quarter, summed across all four quarters in 2023. (i)Assets without credit estimate (or other derived S&P Global Ratings’ credit
rating) treated as ‘ccc-’ for purposes of SPWARF calculation. Includes both rated and credit estimated obligors. * All portfolios across rated transactions are amortizing. MM--Middle-market. CLO--Collateralized loan obligation.
SPWARF--S&P Global Ratings weighted average rating factor. WAS--Weighted average spread. WAM--Weighted average maturity. CE--Credit estimate. Source: S&P Global Ratings.

S&P Global
Ratings 24



Managers | Fourth-Quarter 2023 Manager Metrics (2 of 2)

Largest Largest Issuers Proportion % of MM
Manager GICS GICS issuer creditDowngrades Upgrades Credit credit CLO assets Manager
(No. S&P Industry Largest GICS industries  exposure Issuers estimated in 2023 in 2023 estimated estimatedin WAM  uniqueto with largest Proportion
MM CLOs) (%) Industry (No.) (%) (No.) (No.) (No.) (i) (No.) (i) issuers(%) Q42023 (%) SPWARF (ii) WAS (%) (years) manager overlap overlap (%)
First Eagle/ 1510 Healthcare providers 48 2.34 194 69 14 6 58.04 126 3901 5.60 3.31 41 Blackrock 6.34
NewStar (5) and services
Fortress (6) 12,94 Hotels restaurants 4 4.29 138 68 18 3 59.29 447 4060 6.36 3.25 62  Blue Owl 7.57
and leisure
Golub (30) 24.17 Software 45 1.61 278 203 31 7 89.01 31.28 3965 5.70 3.44 46 Antares 0.38
Gso/ . 9738 'Hotels restaurants 13 14.63 19 9 5 1 62.17 0.08 3771 4.95 1.87 30 Apollo 3.22
Blackstone (2) and leisure
Guggenheim (1)* 12.49 Software 40 276 125 29 7 5 43.94 0.24 3924 5.25 3.66 29 Ares 8.35
KCAP/Garrison (4) 14.27 Software 38 2.79 120 49 18 12 47.06 0.80 4150 5.83 3.24 25 Ares 9.61
KKR (2)* 13,51 Healthcare providers 25 3.76 63 46 5 5 80.99 1.28 3981 6.1 3.70 43 Golub 6.32
and services
Maranon (6) 9.43 Professional 35 1.99 126 112 13 4 93.46 2.83 3833 5.66 2.97 56 MCF/ 6.24
services Apogem
MCF/Apogem (8) 12.0g Healthcare providers 40 1.66 203 177 19 8 89.99 152 3863 5.30 3.12 38 Ares 8.99
and services
Midcap (11) 9.0 Commercialservices 47 1.28 239 179 25 13 83.14 3.99 4053 5.89 3.42 43 Apollo 13.09
and supplies
Monroe (1) 15.45 Software 35 1.25 132 7l 10 4 32.29 0.16 3827 4.94 3.89 29 Audax 15.07
NXT Capital (1) 17.33 Healthcare providers 26 2.08 78 68 14 2 88.56 0.44 4167 5.42 3.12 34 Barings 6.62
and services
Pennant Park (6) 10.68 Professional 34 187 136 82 10 5 72.38 1.38 3979 5.89 3.4 44 KCAP/ 8.46
services Garrison
PGIM (1) 1,51 Commercialservices 19 44 32 30 NA NA 96.46 0.63 3865 6.59 3.53 84  Blackrock 1.24
and supplies
Silver Point (2) 10.43 Software 32 2.83 51 20 5 1 4474 0.41 4395 6.96 3.80 56  Fortress 3.60

(i) Based on quarterly exposure to companies with credit estimates raised and lowered during the quarter, summed across all four quarters in 2023. (i)Assets without credit estimate (or other derived S&P Global Ratings’ credit
rating) treated as ‘ccc-’ for purposes of SPWARF calculation. Includes both rated and credit estimated obligors. * All portfolios across rated transactions are amortizing. MM--Middle-market. CLO--Collateralized loan obligation.
SPWARF--S&P Global Ratings weighted average rating factor. WAS--Weighted average spread. WAM--Weighted average maturity. CE--Credit estimate. Source: S&P Global Ratings.

S&P Global
Ratings 25



Managers | Company Size Varies By Middle-Market CLO Manager

EBITDA of credit-estimated issuers held by MM CLO managers
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EBITDA of:

Lessthan 10 mil. (%) |24.4 (145122 | 96 [ 103 | 6.8 | 6.7 | 104 | 59 | 564 | 61 |76 | 50| 19 | 48 [147| 20| 31 |52 M5|59 |20 | 77|32 |42 04 | 51
Lessthan 25 mil. (%) | 50.9 | 47.8 | 46.1 | 44.6 | 44.5| 37.2 | 45.2 | 31.0 | 34.8 | 26.5|28.5|22.0|23.2 283|247 232/19.8|30.8/16.8| 1.5 186 | 9.3 | 1561|184 |15.6 | 1.1 | 5.6

*All portfolios across rated transactions are amortizing. MM--Middle market. CLO--Collateralized loan obligation. CE--Credit estimate. Source: S&P Global Ratings.
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Managers | The Matrix: Fourth-Quarter 2023 Asset Overlap By Manager (%)
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Alliance Bernstein 00| 32|00 |58 |12 |22 |11 | 63|62 |13 | 11 |30 |23 |25 /|00 38|61 |03]| 20|40 ]| 24| 11 | 34|37 |13 |24 1|15 |00] 19
Angelo Gordon/TWin ¢ 03 | 00| 02|00 |00 01|00 00| 06| 00|00/ 08| 03|06 /|00 00|00/ 00]00|00]|15]|02]|o08|00) 02| 03]|00] 00
Antares| 32 | 0.3 03 | 104 | 52 | 12 | 89 | 84 | 93 | 63 | 08 | 31 | 129 | 1.0 | 43 | 11 | 94 | 02 | 21 | 33 | 34 | 44 | 74 | 39 | 24 | 44 | 40 | 00 | 06
Apolld] 0.0 | 0.0 | 03 00 | 00 | 00 | 1.2 | 00 | 00 | 06 | 1.8 | 0.0 | 05 | 00 | 23 | 00 | 00 | 32 | 00 | 13 | 00 | 00 | 1.0 | 131 | 05 | 0.0 | 27 | 00 | 00
Ares 58 | 02 | 104 | 0.0 126 | 26 | 52 | 98 | 55 | 16 | 05 | 28 | 73 | 07 | 34 | 27 | 81 | 07 | 83 | 96 | 46 | 23 | 90 | 49 | 99 | 08 | 33 | 00 | 00
Audax| 12 | 00 | 52 | 0.0 | 12.6 19 | 17 | 43 | 62 | 07 | 05 | 26 | 96 | 26 | 57 | 24 | 28 | 05 | 63 | 90 | 06 | 26 | 45 | 08 | 151 | 04 | 58 | 0.0 | 00
Bain| 22 | 00 | 112 | 00 | 26 | 19 31 | 24 | 20 | 00 | 00 | 09 | 18 | 00 | 55 | 14 | 23 | 00 | 00 | 17 | 00 | 00 | 156 | 17 | 06 | 1.8 | 16 | 00 | 0.0
Barings. 11 | 01 | 89 | 12 | 52 | 17 | 31 26 | 13 | 48 | 12 | 21 | 97 | 03 | 48 | 08 | 18 | 07 | 22 | 35 | 26 | 25 | 28 | 39 | 46 | 66 | 33 | 00 | 13
Blackrock 63 | 00 | 84 | 0.0 | 98 | 43 | 24 | 26 81 | 00 | 34 | 07 | 62 | 06 | 63 | 55 | 81 | 00 | 73 | 43 | 62 | 37 | 41 | 35 | 565 | 25 | 59 | 12 | 32
Blueowl| 62 | 00 | 93 | 00 | 55 | 62 | 2.0 | 13 | 81 08 | 02 | 44 | 31 | 10 | 11 | 76 | 90 | 00 | 43 | 09 | 48 | 156 | 33 | 08 | 19 | 12 | 24 | 00 | 04
BMO| 13 | 06 | 63 | 06 | 16 | 07 | 0.0 | 48 | 00 | 08 117 |08 | 22 | 37|18 |00 | 05|00 17 |57 |00 42|35 | 31|13 ]| 39| 08| 05| 13
Brightwood| 11 | 0.0 | 0.8 | 18 | 05 | 05 | 00 | 12 | 34 | 02 | 11 06 | 11 | 05 | 07 ] 17 | 11 | 00 | 00 | 49 | 09 | 04 | 05 | 1.0 | 05 | 00 | 19 | 0.0 | 17
Carlylel 30 | 00 | 31 | 00 | 28 | 26 | 09 | 21 | 07 | 44 | 08 | 06 31 | 00 | 45 | 08 | 30 | 15 | 35 | 16 | 45 | 00 | 22 | 20 | 1.8 | 00 | 12 | 06 | 30
Churchil 23 | 08 | 129 | 05 | 73 | 96 | 1.8 | 97 | 62 | 31 | 22 | 11 | 31 14 | 44 | 05 | 49 | 04 | 22 | 33 | 18 | 42 | 75 | 51 | 87 | 22 | 30 | 0.0 | 00
Deerpath| 2.5 | 03 | 1.0 | 00 | 07 | 26 | 00 | 03 | 06 | 10 | 37 | 05 | 00 | 14 14 | 06| 01|02 00|28 00| 0010 00|10/ 10] 27|08/ 00
First Eagle/NewStar, 0.0 | 0.6 | 43 | 23 | 34 | 657 | 65 | 48 | 63 | 11 | 18 | 07 | 45 | 44 | 14 22 | 10 | 19 | 53 | 44 | 00 | 27 | 40 | 29 | 57 | 26 | 52 | 00 | 00
Fortress) 3.8 | 00 | 11 | 00 | 27 | 24 | 14 | 08 | 65 | 76 | 00 | 17 | 08 | 05 | 06 | 22 13 ] 00| 31 | 32| 14 |00 | 00| 16 | 07 | 13 | 15 | 00 | 36
Golub| 61 | 00 | 94 | 00 | 81 | 28 | 23 | 18 | 81 | 90 | 05 | 14 | 30 | 49 | 01 | 10 | 13 00 | 156 | 43 | 63 | 10 | 32 | 15 | 10 | 19 | 09 | 03 | 01
GSO/Blackstone| 0.3 | 0.0 | 02 | 32 | 07 | 05 | 00 | 07 | 00 | 00 | 00 | 00 | 15 | 04 | 02 | 19 | 0.0 | 00 04 | 10 | 00 | 06| 03| 08| 08| 00| 14 | 00 | 00
Guggenheim| 20 | 00 | 21 | 00 | 83 | 63 | 00 | 22 | 73 | 43 | 17 | 00 | 35 | 22 | 00 | 53 | 31 | 15 | 04 43 | 14 | 12 | 01 | 19 | 82 |00 | 22 | 00 | 15
KCAP/Garrison| 40 | 00 | 33 | 13 | 96 | 90 | 17 | 35 | 43 | 09 | 57 | 49 | 16 | 33 | 28 | 44 | 32 | 43 | 10 | 43 00 | 17 | 03 | 20 | 39 | 27 | 85 | 00 | 11
KKR| 24 | 0.0 | 34 | 00 | 46 | 06 | 00 | 26 | 52 | 48 | 00 | 09 | 45 | 1.8 | 00 | 00 | 11 | 63 | 00 | 14 | 00 12 | 09 | 23 | 22 | 12 | 00 | 00 | 00
Maranon| 11 | 15 | 44 | 00 | 23 | 26 | 00 | 26 | 37 | 156 | 42 | 04 | 00 | 42 | 00 | 27 | 00 | 10 | 06 | 12 | 17 | 12 62 | 17 | 12 | 32 | 23 | 00 | 14
MCF/Apogem| 34 | 02 | 74 | 10 | 90 | 45 | 15 | 28 | 41 | 33 | 35 | 05 | 22 | 75 | 1.0 | 40 | 00 | 32 | 03 | 041 | 03 | 09 | 62 71 | 19 | 49 | 27 | 00 | 05
Midcap| 37 | 08 | 39 | 131 | 49 | 08 | 17 | 39 | 35 | 08 | 31 | 10 | 20 | 51 | 00 | 29 | 16 | 15 | 08 | 19 | 20 | 23 | 17 | 71 27 | 28 | 42 | 04 | 03
Monroe] 13 | 0.0 | 24 | 05 | 99 | 1561 | 06 | 46 | 65 | 19 | 13 | 05 | 18 | 87 | 1.0 | 67 | 07 | 10 | 08 | 82 | 39 | 22 | 12 | 19 | 27 18 | 31 | 00 | 00
NXT Capital 24 | 02 | 44 | 00 | 08 | 04 | 1.8 | 66 | 25 | 12 | 39 | 00 | 00 | 22 | 10 | 26 | 13 | 19 | 00 | 00 | 27 | 12 | 32 | 49 | 28 | 18 30 | 00 | 00
Pennantpark 15 | 03 | 40 | 27 | 33 | 58 | 16 | 33 | 59 | 24 | 08 | 19 | 12 | 30 | 27 | 52 | 16 | 09 | 14 | 22 | 85 | 00 | 23 | 27 | 42 | 31 | 30 00 | 24
paiM| 0.0 | 00 | 00 | 00 | 00 | 00 | 00 | 00| 12 | 00| 05| 00| 06| 00| 08| 00| 0003|0000/ 00| 00|00/ 00| 04| 00]00] 00 0.0
Swer 19 | 00 | 06 | 00| 00| 00| 00|13 | 32|04 |13 |17 |30|00|00|00]|36| 0100|165 |11 |00]|14|05]|03]|00]|00]24]|00
Source: S&P Global Ratings.
S&P Global

Ratings
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Managers | CLO Asset Credit Distribution By Manager

Credit Distribution Across Rated MM CLO Exposures (%)

Manager (S&P MM CLOs) BBB- BB+ BB BB- B+ B B-  cCC+ cce cce- perm’; rating o
Alliance Bernstein (13) 0.00 0.00 0.00 0.00 0.00 3.21 72.46 13.37 252 0.7 0.00 7.66
Angelo Gordon/Twin Brook (2) 0.00 0.00 0.00 0.00 0.00 202 8450 1,68 225 181 0.00 7.54
Antares (12) 0.00 0.00 0.00 0.00 0.09 744 7002 11.40 471 277 0.43 3.4
Apollo () 0.00 0.00 0.00 0.00 0.00 751 74.10 5.21 2.5 0.00 0.00 11.03
Ares (7) 0.00 0.00 0.26 0.00 0.00 777 69.50 8.87 6.40 251 0.92 3.77
Audax (6) 0.00 0.00 0.00 0.21 1.28 19.01 6077 10.38 3.78 0.75 0.42 3.39
Bain (3) 0.00 0.00 0.00 0.00 0.00 517 68.93 5.57 2.47 1.35 0.00 16.51
Barings (5) 0.00 0.01 0.00 0.00 0.10 1373 60.14 8.88 4.70 417 0.78 7.49
Blackrock (8) 0.00 0.00 0.00 0.00 0.00 1533 5649 11.76 7.1 515 0.12 3.24
Blue Owl (22) 0.00 0.00 0.00 0.00 0.38 1096 64.79 13.94 3.70 0.14 0.00 6.09
BMO (4) 0.00 0.00 0.00 0.00 0.00 669 60.55 7.02 5.39 4.80 2.45 1312
Brightwood (3)* 0.00 0.00 0.00 0.00 3.50 1353 59.99 9.76 2.99 6.66 0.23 3.34
Carlyle (1)* 0.00 0.00 0.00 0.00 2.29 7.30 63.94 7.65 6.15 5.33 1.42 5.93
Churchill (6) 0.00 0.00 0.00 0.00 0.52 6.61 71.69 7.09 2.88 2.82 1.39 7.00
Deerpath (6) 0.00 0.00 0.00 0.00 0.32 626 76.94 2.06 1.41 2.72 0.00 10.29
First Eagle/NewStar (5) 0.01 0.00 0.00 0.23 3.4 11.35 61.94 6.51 3.87 4.26 0.54 8.16
Fortress (6) 0.00 0.00 0.09 5.90 0.21 1000 52.46 7.53 2.93 3.54 1.80 15.54
Golub (30) 0.00 0.00 0.00 0.00 0.00 4.52 71.92 .44 2.5 1.41 0.50 8.07
GSO/Blackstone (2)* 0.00 3.24 0.00 0.00 0.00 576 7628 0.00 4.14 3.60 0.00 6.98
Guggenheim (1)* 0.00 0.00 0.09 0.21 261 12.26 5618 1374 6.42 0.28 0.55 7.66
KCAP/Garrison (4) 0.00 0.37 0.00 0.00 0.78 9.94 5807 10.32 6.91 5.03 2.1 5.67
KKR (2)* 0.00 0.00 0.00 0.00 0.1 891 6828 3.48 176 3.46 0.00 14.01
Maranon (6) 0.00 0.00 0.00 0.00 0.00 375 8173 5.23 3.67 281 0.34 247
MCF/Apogem (8) 0.00 0.00 0.00 0.00 0.16 977 73.30 3.4 3.23 2.26 0.48 7.65
Midcap (1) 0.00 0.00 0.00 0.00 0.00 874 665.00 6.25 2.98 2.48 0.68 13.87
Monroe (1) 0.00 0.00 0.00 0.00 1.80 18.81 57.79 10.33 0.68 2.06 1.00 7.55
NXT Capital (1 0.00 0.00 0.00 0.00 0.00 368 66.88 8.63 2.93 8.26 151 8.1
Pennantpark (6) 0.00 0.00 0.00 0.00 0.56 9.64 67.61 5.07 251 3.63 1.01 9.99
PGIM (1) 0.00 0.00 0.00 0.00 0.00 1274 69.02 3.58 0.00 1112 0.00 3.54
Silver Point (2) 0.00 0.00 0.00 0.00 3.25 2161 26.05 13.97 3.41 0.00 283 28.88

Based on data available to us as of Jan. 1, 2024. *All portfolios across rated transactions are amortizing. MM--Middle market. CLO--Collateralized loan obligation. CE--Credit estimate.

Source: S&P Global Ratings.

S&P Global
Ratings

* The large majority of MM

CLO assets are credit
estimated at ‘b-’, though
there is some variation
across managers

Some exposures do not have
arating or credit estimate,
some of which are due to
expired credit estimates
(several may be in the
process of updating their
credit estimates)

Un-rated exposures should
be treated as ‘CCC-’ as per
CLO documentation.
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PE Sponsors | Sponsor Diversity In MM CLO Collateral Pools

Proportion of

credit estimated Max CE issuers Earliesttrustee  Latest trustee
Credit estimated Credit estimated exposures Unique sponsors  Max exposure fromone reportwithin report within
Manager (No. S&P MM issuers issuer matched to across CE across 1sponsor sponsor data set per data set per
CLOs) (%) (No.) sponsor (%) issuers (No.) (%) (No.) manager manager
Alliance Bernstein (13) 89.70 17 62.11 57 3.01 4 11/8/2023 12/13/2023
Angelo Gordon/Twin Brook
o 9246 86 62.99 34 440 6 11/6/2023 11/6/2023
Antares (12) 90.81 279 82.97 104 3.70 13 10/6/2023 12/7/2023
Apollo (1) 88.97 24 62.50 15 5.32 2 10/31/2023 10/31/2023
Ares (7) 59.38 142 73.83 61 3.16 5 11/1/2023 12/1/2023
Audax (6) 22.49 74 78.49 42 1.07 3 11/6/2023 11/6/2023
Bain (3) 80.02 53 56.16 25 5.75 3 1/7/2023 11/8/2023
Barings (5) 82.38 13 84.89 46 4.02 5 11/3/2023 12/5/2023
Blackrock (8) 74.52 131 77.44 46 9.13 M 11/3/2023 11/8/2023
Blue Owl (22) 80.01 134 72.30 51 5.12 9 10/5/2023 12/1/2023
BMO (4) 85.63 122 85.15 69 3.65 6 11/30/2023 11/30/2023
Brightwood (3)* 85.01 41 83.50 22 10.59 3 11/8/2023 12/8/2023
Carlyle (1)* 83.63 48 81.95 29 8.92 4 11/21/2023 11/21/2023
Churchill (6) 79.61 192 80.31 71 4.5 7 11/7/2023 12/7/2023
Deerpath (6) 84.27 102 64.40 40 5.19 6 11/13/2023 11/13/2023
First Eagle/NewStar (5) 58.04 69 68.33 31 4.07 4 11/10/2023 12/3/2023
Fortress (6) 59.29 68 44.30 26 4.55 3 10/31/2023 11/30/2023
Golub (30) 89.01 203 74.99 69 5.74 9 11/6/2023 12/6/2023
GSO/Blackstone (2)* 62.17 9 61.04 3 19.78 2 11/6/2023 11/6/2023
Guggenheim (1)* 43.94 29 87.91 19 4.30 2 11/8/2023 11/8/2023
KCAP/Garrison (4) 47.06 49 75.11 30 3.97 3 11/2/2023 11/8/2023
KKR (2)* 80.99 46 70.02 24 6.97 3 11/30/2023 11/30/2023
Maranon (6) 93.46 12 60.24 46 5.29 4 11/3/2023 12/5/2023
MCF/Apogem (8) 89.99 177 79.45 83 3.54 7 11/8/2023 11/10/2023
Midcap (11) 83.14 179 71.97 72 4.09 7 11/6/2023 12/4/2023
Monroe (1) 32.29 41 71.25 25 2.07 2 11/8/2023 11/8/2023
NXT Capital (1) 88.56 68 89.91 43 5.72 4 11/8/2023 11/8/2023
Pennantpark (6) 72.38 82 69.12 33 5.15 5 11/8/2023 12/1/2023
PGIM (1) 96.46 30 25.38 5 9.15 3 10/31/2023 10/31/2023
Silver Point (2) 44.74 20 74.78 15 2.83 1 11/1/2023 11/1/2023

S&P G lObal *All portfolios across rated transactions are amortizing. Source: S&P Global Ratings.

Ratings

Over 300 sponsors are affiliated with the
2,000+ issuers that have been credit
estimated in 2022 and 2023. Some
sponsors are affiliated with several issuers
that have been recently credit estimated,
while some sponsors are affiliated with
much fewer issuers.

Some sponsors fund their investments
across several MM CLO managers, while
some sponsors only work with a small
handful of managers.

» Across the sponsors of issuers held across

10 or more MM CLO managers, we find the
CLO exposures to these issuers tend to
have:

* Loans with slightly lower spreads;
* Higher credit estimates;

» A further pushed out maturity wall;
and

* More tech-related companies.
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MM CLO Ratings | Few Downgrades In 2020 (And None Since)

U.S. BSL CLO and middle-market CLO rating changes (2020-Q4 2023)

Total ratings Rating

CLO type (mid-2020) action Q12020 Q22020 Q32020 Q42020 Q12021 Q22021 Q32021 Q42021 Q12022 Q22022 Q32022 Q42022 Q12023 Q22023 Q32023 Q42023 Total
Downgrades 19 464 10 4 7 2 4 3 1 3 3 7 5 24 12 568
BSL CLOs 3,786
Upgrades 5 5 4 18 23 203 4 70 2 3 2 1 79 3 422
Downgrades 7 7
MM CLOs 553
Upgrades 2 13 2 6 2 2 3 2 2 34

BSL--Broadly syndicated loan. CLO--Collateralized loan obligation. Source: S&P Global Ratings.

MM CLO transactions performed well during the pandemic, with only seven ratings lowered during 2020--about 1.3% of the outstanding ratings at the time, versus 13.0% of BSL CLO ratings
lowered during the year. Why?

1)

2)

3)

4)

5)

CLO structural reasons: MM CLOs tend to have more par subordination and rating cushion at a given tranche level than a typical BSL CLO, with this being positively correlated with the
proportion of credit estimates in a CLO collateral pool. MM CLOs also sometimes don’t issue lower-rated (‘BBB’ and ‘BB’) tranches, which would be more likely to see downgrades than
more senior tranches.

Fewer loan payment defaults: In 2020, parties to middle-market loan agreements were able to amend loan terms in ways that avoided payment defaults and bankruptcy. This took
different forms: rolling scheduled amortization into the final bullet, allowing a company to PIK upcoming interest payments, pushing out loan maturities, etc. S&P Global Ratings treated
some of these as selective defaults, but they reduced the level of conventional (payment) defaults (see slide 16).

Some sponsors injected cash into their companies: This was done because, in some cases, sponsors saw value in infusing equity rather than losing control of the company in a payment
default/bankruptcy scenario. In a more protracted downturn, however, the economic incentives to do this might be less appealing.

CLO manager asset swaps: Under their CLO indenture provisions, MM CLO managers can swap out distressed assets from the portfolio and replace them with loans from better-
performing companies. Because MM CLO managers often (although not always) hold the CLO equity in their transactions, and because they often manage assets across different types
of accounts, in some cases they may be incentivized to move distressed assets outside of their CLO(s) and replace them. It’s also often easier for a manager to work out a distressed
loan outside the CLO.

Par build from new loans: New issue loans are typically placed into MM CLOs at a small discount--for example, 97.5% or 98% of par. Since these loans are carried at par, they increase
the overall par value of the collateral pool and benefit the CLO. During periods of stress, collateral turnover will likely slow and the effect will be muted. During periods of higher collateral
turnover, such as in 2021, the effect can be more pronounced.

S&P Global
Ratings 30



MM CLO Ratings | Scenario Analysis: How Resilient Are MM CLO Ratings?

Model-determined impact:
average notches off current rating

10% default
scenario

15% default
scenario

20% default
scenario

30% default
scenario

S&P Global

Ratings

Scenario

10% of performing
assets within each
MM portfolio defaults
with 50% recovery

15% of performing
assets within each
MM portfolio defaults
with 50% recovery

20% of performing
assets within each MM
portfolio defaults with
50% recovery

30% of performing
assets within each
MM portfolio defaults
with 50% recovery

Impact across CLO sample

5% par loss within
all MM portfolios

7.5% par loss within
all MM portfolios

10% par loss within
all MM portfolios

15% par loss within
all MM portfolios

[AAA
[AA
Ba
L
[ [
6 -4 -2 0
| YN
[ Y
I A
I cB
I 55
-6 -4 -2 0

We applied a series of hypothetical stress

scenarios to of our rated middle-market CLO

transactions, generating quantitative
analysis for each one using our CLO rating
models (CDO Evaluator and S&P Cash Flow
Evaluator) (see “Scenario Analysis: How
Resilient Are Middle-Market CLO Ratings
(2023 Update)?”’published Oct. 16, 2023.)

The scenarios feature increasing levels of
collateral default stress.

The stress scenarios shows the
fundamentals of the CLO structure
protecting the noteholders, especially for
the senior CLO tranches, and that middle-
market CLOs can withstand comparable
asset defaults with less rating impact than
BSL CLOs.

MM--Middle market. WA--Weighted average. Source: S&P Global Ratings.
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MM CLO Ratings | Scenario Analysis: How Resilient Are MM CLO Ratings?

Hypothetical stress scenario results
Scenario One: 10% default / 5% par loss

CLO tranche rating movement under scenario (%)

Current tranche rating 0 -1 -2 -3 -4 -5 -6 -7+ Avg. notches Spec.-grade  'CCC'category = Below'CCC-'
'AAA! 98.90 1.10 -0.01
'AA 100.00 0.00
‘Al 99.27 0.73 -0.01
'BBB' 96.58 3.42 -0.03 3.42
'‘BB' 86.57 7.46 1.49 1.49 1.49 1.49 -0.34 100.00 2.99 1.49
Scenario Two: 15% default / 7.5% par loss
CLO tranche rating movement under scenario (%)
Current tranche rating 0 -1 -2 -3 -4 -5 -6 -7+ Avg. notches Spec.-grade  ‘CCC'category  Below'CCC-'
'AAA' 98.17 1.83 -0.02
'AA' 98.83 117 -0.02
‘Al 94.16 3.65 1.46 0.73 -0.09
'BBB' 90.60 6.84 2.56 -0.12 5.13
'BB' 65.67 20.90 4.48 1.49 1.49 1.49 4.48 -0.82 100.00 2.99 4.48
Scenario Three: 20% default / 10% par loss
CLO tranche rating movement under scenario (%)
Current tranche rating 0 -1 -2 -3 -4 -5 -6 -7+ Avg. notches Spec.-grade  ‘CCC'category  Below'CCC-'
'AAA' 93.04 6.96 -0.07
'AA 95.91 2.92 117 -0.05
‘Al 63.50 23.36 11.68 0.73 0.73 -0.52 0.73
'BBB' 48.72 41.03 5.98 2.56 1.71 -0.68 48.72
'‘BB' 25.37 28.36 8.96 1.94 2.99 7.46 4.48 10.45 -2.33 100.00 14.93 10.45
Scenario Four: 30% default / 15% par loss
CLO tranche rating movement under scenario (%)
Current tranche rating 0 -1 -2 -3 -4 -5 -6 -7+ Avg. notches Spec.-grade  ‘CCC'category  Below'CCC-'
'AAA' 53.11 45.79 1.10 -0.49
'AA' 55.56 19.30 23.98 117 -0.73
‘Al 11.68 3.65 29.20 16.79 32.85 5.1 0.73 -2.74 10.95
'BBB' 5.98 45.30 13.68 17.09 1.1 4.27 2.56 -2.14 94.02 0.85 1.7
'‘BB' 8.96 4.48 2.99 1.49 82.09 -6.06 100.00 1.49 82.09

WA--Weighted average. Source: S&P Global Ratings.

S&P Global

Ratings

Even under the most punitive of our
scenarios, with 30% of the collateral
in the CLOs defaulting with a 50%
recovery, about three-quarters of
the CLO ‘AAA’ ratings either remain
‘AAA’ or are downgraded one notch
to ‘AA+.

No ‘AAA’ rating was lowered by more
than five notches (below ‘A’) under
any of the scenarios.

As expected, ratings further down
the MM CLO capital stack were
affected more significantly in the
hypothetical stress scenarios.

For example, under our most
stressful scenario (the above-
referenced 30% default case), 94%
of our ‘BBB’ ratings were lowered to
‘BB+’ or below, while 0.85% of the
ratings were lowered into the ‘CCC’
range and 1.71% defaulted.
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U.S. CLOs | Thirty Years And 59 Tranche Defaults

+ S&P Global Ratings has rated more than 17,000 U.S. CLO tranches since our first CLOs in the mid-1990s. Our CLO ratings history spans three recessionary
periods: the dot.com bust of 2000-2001, the global financial crisis in 2008-2009, and the recent COVID-19-driven downturn in 2020.

* Over that period, a total of 59 U.S. CLO tranches have defaulted: 40 U.S. CLO tranches from CLO 1.0 transactions originated in 2009 or before, and another
19 U.S. CLO 2.0 tranches.

» Across four other CLO 2.0s, there are two tranches rated ‘CC (sf)’ that are likely to default in the future for similar reasons and another two tranches rated
‘CCC- (sf)’ that may default.

U.S. BSL and middle-market CLO 1.0 and 2.0 default summary by original rating

CLO 1.0 Transactions (2009 and prior) CLO 2.0 Transactions (2010 and later)
roartiﬁigg; BSL CLO Defaults(i) MM CLO Defaults(i) Cr::';%"(:‘ll)y roartiﬁ:;g; BSL CLO Defaults(i) MM CLO Defaults(i) ‘i::';%’}:‘ll)y
AAA (sf) 1,540 0 0 0 3,639 0 0 1,626
AA (sf) 616 1 0 0 2,964 0] 0] 1,398
A (sf) 790 4 1 0 2,449 0 0 1,198
BBB (sf) 783 7 2 0 2,230 0 0 1,184
BB (sf) 565 19 3 0 1,818 8 0 975
B (sf) 28 3 0 0 389 n 0 187
Total 4,322 34 6 0 13,489 19 0 6,568

(i)Original rating counts as of June 30, 2023. (ii)CLO tranche default counts as of August 1st, 2023. Source: S&P Global Ratings.

S&P Global
Ratings 33



Analytical Contacts

Steve Anderberg

Sector Lead, U.S. CLOs

stephen.anderberg@spglobal.com

Ramki Muthukrishnan
Analytical Manager, Leveraged Finance

ramki.muthukrishnan@spglobal.com

S&P Global
Ratings

Daniel Hu
Director, U.S. CLOs

daniel.hu@spglobal.com

Evangelos Savaides
Senior Analyst, Leveraged Finance

evangelos.savaides@spglobal.com

34


mailto:daniel.hu@spglobal.com
mailto:stephen.anderberg@spglobal.com
mailto:evangelos.savaides@spglobal.com
mailto:ramki.muthukrishnan@spglobal.com

Analytical Managers

Belinda Ghetti
Analytical Manager U.S. CLOs

belinda.ghetti@spglobal.com

Scott Tan
Analytical Manager U.S. Credit Estimates

scott.tan@spglobal.com

S&P Global
Ratings

Jimmy Kobylinski
Analytical Manager U.S. CLOs

[immy.kobylinski@spglobal.com

Market Outreach

Rob Jacques

Director, Market Qutreach Americas
Structured Finance (CLOs & RMBS)

robert.jacques@spglobal.com



mailto:jimmy.kobylinski@spglobal.com
mailto:belinda.ghetti@spglobal.com
mailto:robert.jacques@spglobal.com
mailto:vishal.merani@spglobal.com

Copyright © 2024 by Standard & Poor’s Financial Services LLC. All rights reserved.

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part thereof (Content) may be modified, reverse engineered, reproduced or distributed in any form
by any means, or stored in a database or retrieval system, without the prior written permission of Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be used for any unlawful or unauthorized
purposes. S&P and any third-party providers, as well as their directors, officers, shareholders, employees or agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P
Parties are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use of the Content, or for the security or maintenance of any data input by the user. The Content is
provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE,
FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING WILL BE UNINTERRUPTED, OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall
S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and
opportunity costs or losses caused by negligence) in connection with any use of the Content even if advised of the possibility of such damages.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact. S&P's opinions, analyses, and rating acknowledgment decisions
(described below) are not recommendations to purchase, hold, or sell any securities or to make any investment decisions, and do not address the suitability of any security. S&P assumes no obligation to update the Content following
publicationin any form or format. The Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making investment and other
business decisions. S&P does not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no
duty of due diligence or independent verification of any information it receives. Rating-related publications may be published for a variety of reasons that are not necessarily dependent on action by rating committees, including, but not
limited to, the publication of a periodic update on a credit rating and related analyses.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain regulatory purposes, S&P reserves the right to assign, withdraw, or suspend such
acknowledgement at any time and in its sole discretion. S&P Parties disclaim any duty whatsoever arising out of the assignment, withdrawal, or suspension of an acknowledgment as well as any liability for any damage alleged to have been
suffered on account thereof.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result, certain business units of S&P may have information that is not
available to other S&P business units. S&P has established policies and procedures to maintain the confidentiality of certain nonpublic information received in connection with each analytical process.

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right to disseminate its opinions and analyses. S&P's public ratings and analyses are
made available on its Web sites, www.spglobal.com/ratings (free of charge) and ratingsdirect.com (subscription) and may be distributed through other means, including via S&P publications and third-party redistributors. Additional
information about our ratings fees is available at \ global.com/ratings/usratingsfees.

Australia: S&P Global Ratings Australia Pty Ltd holds Australian financial services license number 337565 under the Corporations Act 2001. S&P Global Ratings' credit ratings and related research are not intended for and must not be
distributed to any person in Australia other than a wholesale client (as defined in Chapter 7 of the Corporations Act).

STANDARD & POOR'S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor's Financial Services LLC.

spglobal.com/ratings

S&P Global
Ratings 36


http://www.spglobal.com/ratings
http://www.ratingsdirect.com/
http://www.spglobal.com/ratings/usratingsfees

	Private Credit And�Middle-Market CLO Quarterly: Shelter From The Storm 
	Q1 2024 Update | Private Credit And Middle-Market CLOs
	Q1 2024 Update | Private Credit And Middle-Market CLOs
	Table Of Contents
	Credit Metrics | Median Leverage And Interest Coverage By Sector
	Credit Metrics | Year-Over-Year Deterioration In Leverage And Coverage
	Credit Metrics | Revenue And Leverage Trends
	Credit Metrics | EBITDA And Free Operating Cash Flow Distribution
	Recurring Revenue | Credit Metrics
	Credit Estimates | Growth In Outstanding Credit Estimates
	Credit Estimates | Credit Estimate Scores As Of Fourth-Quarter 2023
	Credit Estimates | Credit Quality Over The Years
	Slide Number 13
	Slide Number 14
	Upgrades And Downgrades | Does Company Size Affect Performance? 
	Defaults | Credit-Estimated Companies Have Higher Selective �Defaults But Fewer Conventional Defaults
	Defaults | Credit Estimate Selective Defaults Grow
	Issuance | Middle-Market CLO Issuance Increased By 126% In 2023
	CLO Performance | ‘CCC’ Buckets Increase, Other Metrics Stable
	CLO Performance | O/C Test Haircuts Remain Modest�
	BSL And MM CLOs | Comparing Middle-Market CLOs To BSL CLOs
	Slide Number 22
	BSL And MM CLOs | GICS Industry Groups
	Managers | Fourth-Quarter 2023 Manager Metrics (1 of 2)
	Managers | Fourth-Quarter 2023 Manager Metrics (2 of 2)
	Managers | Company Size Varies By Middle-Market CLO Manager
	Managers | The Matrix: Fourth-Quarter 2023 Asset Overlap By Manager (%) 
	Managers | CLO Asset Credit Distribution By Manager
	PE Sponsors | Sponsor Diversity In MM CLO Collateral Pools
	MM CLO Ratings | Few Downgrades In 2020 (And None Since)
	MM CLO Ratings | Scenario Analysis: How Resilient Are MM CLO Ratings?
	Slide Number 32
	U.S. CLOs | Thirty Years And 59 Tranche Defaults
	Analytical Contacts 
	Analytical Managers
	Slide Number 36

