Manager Minutes

The Private Credit Opportunity

Private credit today is estimated to be every bit as large of an asset class as leveraged loans and high yield bonds.
And a lot of that growth has come obviously in the last couple of years. If you start with private credit, private debt,
those two terms are interchangeable, credit being debt. And a key distinction is both deals that are negotiated and
issuers issuing debt on a private side basis. It means generally the debt does not trade. Although not always, the
debt is not rated by an agency. What that includes today has gotten much broader. It includes fixed rate, long
duration bonds, floating rate loans, which direct lending sits within, many other forms of private debt, energy credit,

infrastructure credit and so on.

What's underpinning that growth is the issuer set, and we use the U.S. as proxy here, but | think you can say the
same for Europe and many developed markets around the world, 87% of companies in the United States, more than
$100 million of revenue are still private. Those are exactly the target issuers for this type of capital and increasingly

those companies are embracing this capital.

Direct lending really defines what is the leveraged lending asset class within private credit. And generally there,
you're providing floating rate loans to middle market companies with more leverage and therefore the investors are
receiving more return. These are directly negotiated, directly held loans. You can require additional covenants, risk

protection, and finally call protection.

What is the case for private credit? Number one, the asset class has shown consistently strong returns on an
absolute basis versus alternatives sources of investment, whether it's publicly available high yield or fixed income

opportunities, rated syndicated loans, et cetera. They have proven very good relative returns over time as well.

The next feature that | think is attractive to an investor is attractive income. The loans themselves, they are typically
priced as a floating rate coupon. It's a base rate plus a spread, with fees and some other forms of income and

commission. And what that does is provide natural inflation protection in a loan security.

And then finally, the asset class is large and growing and that's a key part of this, because of course, if the first two
points attract more demand in terms of capital of the asset class, if supply is also not growing, i.e., the number of
investment opportunities, that will compress the value on those first two points. More and more companies are

seeking alternatives to banks for their financing needs.



When you have bank volatility or capital markets volatility, companies look for stability of capital solutions and capital
providers and that's where direct lending can take a little bit of a longer-term view. And so we continue to see that

trend being quite attractive.

These materials are neither intended as investment advice nor an offer or solicitation with respect to the
purchase or sales of any security or financial instruction. These materials are not intended to be an offer with
respect to the provision of investment management services.

Bloomberg High Yield Corporate Index (High Yield), Bloomberg U.S. Aggregate Bond Index (U.S. Agg), Bloomberg
U.S. Corporate Bond Index (IG Corp), Morningstar LSTA U.S. Leveraged Loan Index (Lev Loan), Cliffwater Direct
Lending Index (Private Credit). Investors cannot invest directly in an index. Past performance does not guarantee
future results.

Cliffwater Direct Lending Index (“CDLI”) seeks to measure the unlevered, gross of fees performance of U.S. middle
market corporate loans, as represented by the underlying assets of Business Development Companies (“BDCs”),
including both exchange-traded and unlisted BDCs, subject to certain Eligibility Criteria. The CDLI is an asset-
weighted index that is calculated on a quarterly basis using financial statements and other information contained
in the U.S. Securities and Exchange Commission (“SEC”) filings of all eligible BDCs. Bloomberg High Yield Corporate
Index measures the performance of USD-denominated, non-investment grade, fixedrate, taxable corporate bonds,
including corporate bonds, fixed-rate bullet, putable, and callable bonds, SEC Rule 144A securities, Original issue
zeroes, Pay-in-kind (PIK) bonds, Fixed-rate and fixed to-floating capital securities. Bloomberg U.S. Aggregate Bond
Index is a broad-based fixed-income index used by bond traders and the managers of mutual funds and exchange-
traded funds (ETFs) as a benchmark to measure their relative performance. Morningstar LSTA U.S. Leveraged Loan
Index is designed to deliver comprehensive, precise coverage of the US leveraged loan market. Underpinned by
PitchBook | LCD data, the index brings transparency to the performance, activity, and key characteristics of the
market. S&P 500 Index is a stock index that tracks the share prices of 500 of the largest public companies in the
United States. Formally known as the Standard & Poor’s 500 Composite Stock Price Index and commonly referred
to as the S&P 500, it’s one of the main tools used to follow the performance of U.S. stocks. Bloomberg U.S.
Corporate Bond Index measures the investment grade, fixed-rate, taxable corporate bond market. It includes USD
denominated securities publicly issued by U.S. and non-U.S. industrial, utility, and financial issuers.

Risks—Investing involves risks. Some investments are riskier than others. The investment return and principal
value will fluctuate, and shares, when sold, may be worth more or less than the original cost. Alternative
Investments are not subject to the same regulatory requirements or governmental oversight as mutual funds. The
sponsor or manager of any Alternative Investment may not be registered with any governmental agency. Investors
are also urged to take appropriate advice regarding any applicable legal requirements and any applicable taxation
and exchange control regulations in the country of their citizenship, residence or domicile which may be relevant
to the subscription, purchase, holding, exchange, redemption or disposal of any Alternative Investment.
Alternative investments often engage in leverage and other investment practices that are extremely speculative
and involve a high degree of risk. Such practices may increase the volatility of performance and the risk of
investment loss, including the loss of the entire amount that is invested. Private investments are subject to
liquidity risk which constitute illiquid investments for which there is not, and will likely not be, a secondary market
at any time prior to a public offering and listing of our shares on a national securities exchange.

The views expressed herein are those of PGIM Private Capital investment professionals at the time the comments
were made and may not be reflective of their current opinions and are subject to change without notice. Neither
the information contained herein nor any opinion expressed shall be construed to constitute an offer to sell or a

solicitation to buy any security.



Certain information in this commentary has been obtained from sources believed to be reliable as of the date
presented; however, we cannot guarantee the accuracy of such information, assure its completeness, or warrant
such information will not be changed. The information contained herein is current as of the date of issuance (or
such earlier date as referenced herein) and is subject to change without notice. The manager has no obligation to
update any or all such information, nor do we make any express or implied warranties or representations as to the
completeness or accuracy. Any projections or forecasts presented herein are subject to change without notice.
Actual data will vary and may not be reflected here. Projections and forecasts are subject to high levels of
uncertainty. Accordingly, any projections or forecasts should be viewed as merely representative of a broad range
of possible outcomes. Projections or forecasts are estimated, based on assumptions, subject to significant revision,

and may change materially as economic and market conditions change.

This material is being provided for informational or educational purposes only and does not take into account the
investment objectives or financial situation of any client or prospective clients. The information is not intended as
investment advice and is not a recommendation. Clients seeking information regarding their particular investment

needs should contact their financial professional.

Prudential Investment Management Services LLC is a Prudential Financial company and FINRA member firm. PGIM
Investments is a registered investment advisor and investment manager to PGIM registered investment
companies. PGIM Private Capital is PGIM’s dedicated private credit asset management business. PGIM is a
registered investment advisor. All are Prudential Financial affiliates. © 2025 Prudential Financial, Inc. and its
related entities. PGIM, PGIM Investments, PGIM Private Capital and the PGIM logo are service marks of Prudential

Financial, Inc. and its related entities, registered in many jurisdictions worldwide.

INVESTMENT PRODUCTS | Are not insured by the FDIC or any federal government agency | May lose
value | Are not a deposit of guaranteed by any bank or any bank affiliate
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