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Key takeaways

The asset class of private debt has grown significantly over the past several years, and our $3.5 trillion
assets under management (AUM) forecast anticipates continued momentum (Exhibit 1). We attribute
the growth of the asset class to four multi-faceted growth drivers:

+ Borrower preferences for certainty of execution, flexibility and clarity on pricing - and an
expanding addressable market. As the size of the private debt asset class has grown, it is no longer
reserved for “niche” financing solutions. Rather, it can now compete in areas where it previously could
not — such as the syndicated debt markets. As a result, the “addressable market” of private debt
borrowers has expanded.

* Investor desires for portfolio diversification and increased comfort with private debt. In its earlier
years, we believe some institutional investors were concerned about the potential for “adverse
selection” in private debt. Over time, that theory has somewhat faded, as (1) companies with
demonstrated access to the public markets have chosen the path of private debt, and (2) losses
(using the Cliffwater Direct Lending index) continue to compare favorably with USD public markets
(Exhibit 44), as the private debt track record has extended.

» Structural shifts in the public debt and equity markets. The public debt markets (HY bonds and
leveraged loans) are now serving larger borrowers, as evidenced by average new issue deal sizes that
are prohibitively large for most middle market companies. Furthermore, companies are staying private
for longer, as illustrated by a long-term decline in new equity listings and longer private equity “hold
times” for portfolio companies. This provides an opportunity for private financing to play a larger role
in the growth journeys of many companies.

+ Shifts in the bank lending ecosystem. Since the global financial crisis, the share of bank lending to
U.S. GDP has declined notably. And regulatory considerations have driven banks to reassess the most
capital efficient uses of their own balance sheet. We believe private debt is well positioned to fill any
potential resulting “financing voids”. And importantly, we believe the growth of private debt to become
a third and viable funding option for a wide range of companies — alongside the public debt markets
and the banking channel - is a net positive for financial stability.

Exhibit 1: We expect global private debt AUM to reach $3.5 trillion by year-end 2028
Private debt global assets under management (unrealized value and dry powder), and AUM forecasts
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Source: BlackRock, Preqin. Historical (actual) data from Preqin, as of each calendar year-end. 2024E to 2028E are
BlackRock estimates. There is no guarantee any forecasts may come to pass. As of August 28, 2024.
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Defining the term “private debt”

For much of the past several years, references to the growing asset class of “private debt” have largely
focused on the concept of lending to middle-market corporate borrowers. But as we outlined in May
2024, the term “private debt” has more recently been applied to a wider range of directly negotiated
lending opportunities in the private asset-based financing market. This definition — which encompasses
lending related to consumer debt, hard assets, commercial financing and intellectual property, among
other categories - is estimated to be a $5.5 trillion market in the U.S., per an April 2024 Oliver Wyman

analysis.

In this piece, however, we focus on the growth drivers behind the more “traditional” definition of private
debt, where data tends to be more granular, widely available, and somewhat homogenous. For purposes
of this discussion, “private debt” refers to financing that is directly negotiated between a lender (often an
alternative asset manager) and a borrower (usually a small-to-mid-sized company). Such loans are
typically floating-rate and secured by some portion of the borrower’s assets.

Sizing the global private debt markets

While the concept of middle-market lending has existed for decades, it was historically conducted via so-
called “relationship lending” using banks’ own capital (i.e., balance sheet) or deposits. Following the onset
of the 2007-2009 global financial crisis (GFC), shifts in how banks utilized their balance sheet capacity
caused private debt to evolve into a stand-alone asset class driven by inflows of institutional third-party
capital.

Private debt continues to cement its status as a sizable and scalable asset class for a wide range of long-
term investors. The asset class — which totaled more than $1.7 trillion globally as of December 2023
(according to data from Preqin) — represents roughly 13% of the $13.7 trillion alternative investment
universe (Exhibit 2).

We continue to forecast that the global private debt market will reach $3.5 trillion in AUM by year-end
2028, as we initially outlined in late 2023 (again, Exhibit 1). This implies a roughly 15% compound
annual growth rate (CAGR) over the next five years. Considering the average annual growth rate from
2020-2022 was 21%, we view this as quite achievable — especially considering the structural shifts in the
financing ecosystem (banks and public debt / equity markets) over the past few years (discussed later).

Exhibit 2: Private debt represents 13% of the $13.7 trillion alternatives universe
Assets under management (unrealized value and dry powder) across alternative asset classes
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Source: BlackRock, Preqin. As of December 31, 2023 (most recent available as of August 28, 2024). To avoid double
counting of available capital and unrealized value, fund of funds and secondaries are excluded.
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Unpacking the growth drivers of private debt

The drivers of private debt’s growth have been multi-faceted over the past several years. As we outline in
further detail within, we attribute the growth of the asset class to four primary factors (some of which have
been in place for a while):

(1) Borrower preferences and an expanding addressable market. Many corporates — especially those

at inflection points in their growth path — desire customized funding solutions and value the
certainty of execution and flexibility inherent in a long-term borrower/lender relationship. We view
this as the “demand” for private debt. Importantly, as the size of the private debt asset class has
grown (Exhibit 3), it is no longer reserved for “niche” financing solutions. Rather, it can now
compete in areas where it previously could not — such as the syndicated debt markets. As a result,
the “addressable market” of private debt borrowers has expanded.

(2) Investor desires for portfolio diversification and increased comfort with private debt. In its

earlier years, we believe some institutional investors were concerned about the potential for
“adverse selection” in private debt markets. Put simply, a common concern we would hear was
along the lines of: “do private debt borrowers simply have no other options?”. Over time, we believe
that theory has been somewhat disproven, as (1) companies with demonstrated access to the
public markets have chosen the path of private debt, and (2) losses (for the Cliffwater Direct
Lending Index) continue to compare favorably with USD public markets (Exhibit 44), as the private
debt track record has extended. In the context of a “whole portfolio” view, more investors are turning
to private debt for diversification, reliable income, and opportunities to introduce structural
protections, depending on the strategy. We refer to this as the “supply” of capital used in private
debt lending.

(3) Structural shifts in the public debt and equity markets. The public debt markets (HY bonds and

leveraged loans) now serve larger borrowers, as evidenced by average new issue deal sizes that are
prohibitively large for most middle market companies. Furthermore, companies are staying private
for longer, as illustrated by a long-term decline in new equity listings and longer private equity “hold
times” for portfolio companies. This provides an opportunity for private financing to play a larger
role in the growth journeys of many companies.

(4) Shifts in the bank lending ecosystem. Since the GFC, the share of bank lending to U.S. GDP has

declined notably. And regulatory considerations have driven banks to reassess the most capital
efficient uses of their own balance sheet. We believe private debt is well positioned to fill any
potential resulting “financing voids.” And importantly, we believe the growth of private debt to
become a third and viable funding option for a wide range of companies - alongside the public debt
markets and the banking channel - is a positive for financial stability.

Exhibit 3: North America represents 61% of global private debt assets under management
Total global private debt assets under management, by region
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Source: BlackRock, Preqin. As of December 31, 2023 (most recent available as of September 1, 2024). Excludes Real
Estate and Infrastructure lending.
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Using widely accepted measures from third-party data providers such as Preqin, global private debt AUM
has more than doubled in size vs. 2018 and quadrupled in size vs. 2014 (again, Exhibit 1). Notably,
private debt AUM of $1.7 trillion is inclusive of $467 billion of dry powder (as of August 2024), which
represents capital available for deployment (Exhibit 4).

As Exhibits 3 and 4 illustrate, North America represents the largest region in terms of total private debt
AUM and private debt dry powder.

A range of “private debt” strategies

Beyond regional nuances, the various lending strategies with the broader term of “private debt” are also
quite distinct, as we outlined in February 2024. The largest, by far, is direct lending, which represents
roughly 49% of global AUM, according to data provider Preqin (Exhibit 5). And North America direct
lending represents 28% of global private debt AUM.

Exhibit 4: North America represents 62% of global private debt dry powder
Total private debt dry powder, by region
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Source: BlackRock, Preqin. As of each calendar year-end. 2024 is as of August 2024. Total AUM (which includes
unrealized value of investments and dry powder available for deployment) per Preqin is available on an approximate six-
month lag for private market assets. Dry powder figures (in isolation) are not subject to the same lag in terms of data
availability.

Exhibit 5: The term ‘private debt’ encompasses a wide range of investing strategies
Total global private debt assets under management, by strategy
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Source: BlackRock, Pregin. As of December 31, 2023 (most recent available). Excludes Real Estate and Infrastructure
lending.
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Growth driver #1: Borrower preferences, expanding market

The factors in driver #1 are related. Starting with borrower preferences, corporates’ desire for customized
funding solutions has resulted in significant demand for private debt. Companies value the ease and
simplicity of the transactions. Due to the direct negotiating and underwriting process, lengthy investor
roadshows and rating agency reviews are largely unnecessary for borrowers when they choose the route
of private debt. Another advantage, from a borrower’s perspective, is the ability to keep proprietary and
confidential information out of the public domain.

Certainty of execution is also a strong draw for many corporate borrowers — especially in periods of
elevated market volatility. Extended periods of disruption in the syndicated debt markets often present an
opportunity for private debt managers to deploy capital to credit worthy borrowers caught in a market
dislocation. This is because private credit transactions are directly negotiated between the borrower and
one lender (or a small group of lenders) and do not rely on syndication to a wide range of investors (who
can become more risk averse during times of market volatility).

And because they involve only a small group of lenders, private credit financings can often include more
flexibility and customization, either at origination or, if needed, later. In other words, private credit markets
may offer certainty of execution and clarity on pricing when subsets of the public markets may not.

Data from Pitchbook LCD shows increased private debt participation in the broader USD financing
markets for both leveraged buy-out (LBO) and non-LBO transactions (Exhibits 6 and 7). As the private
debt market continues to grow, its capability to compete directly with the public debt financing markets
will likely expand (hence, the second factor of growth driver #1: an expanding addressable market). We
view this as a natural evolution of the asset class as it matures.

Exhibit 6: The private debt market has dominated USD market LBO financing, by deal count
Count of LBOs financed in USD broadly syndicated loan vs. private debt markets
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Source: BlackRock, Pitchbook LCD. Captures data through June 30, 2024 (most recent available). Private debt count is
based on transactions covered by LCD News.

Count of LBOs financed

Exhibit 7: Private debt participation has also increased in USD market non-LBO financings
Count of non-LBOs financed in USD broadly syndicated loan vs. private debt markets
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Source: BlackRock, Pitchbook LCD. Captures data through June 30, 2024 (most recent available). Private debt count is
based on transactions covered by LCD News.
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A similar trend is evident in the EUR market, where private debt financings have featured heavily in LBO
deals — albeit to varying degrees in a given quarter, depending on market conditions and other factors
(Exhibit 8). And as Exhibit 9 illustrates, the deal size distribution of recent direct lending deals has been
skewing larger.

As the private debt market continues to grow, its capability to compete directly with the public debt
financing markets will likely expand (hence, the second factor of growth driver #1: an expanding
addressable market). We view this as a natural evolution of the asset class as it matures.

Exhibit 8: Private debt financings are also common among EUR LBOs

Count of LBOs financed in EUR broadly syndicated loan vs. private debt markets
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Source: BlackRock, Pitchbook LCD. Captures data through June 30, 2024 (most recent available). Private debt count is
based on transactions covered by LCD News.

Exhibit 9: The European direct lending market is completing larger deals
Deal size distribution of European direct lending deals, by year and count
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Source: BlackRock, Pitchbook LCD. Captures data through June 30, 2024 (most recent available). Analysis is based on
transactions covered by LCD News. Share calculated based on deals where size information is disclosed.
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The public vs. private debt “mix shift” will likely ebb and flow

The addressable market in private debt has expanded significantly over the past decade as the benefits
have become more evident, and the size has become more practical for a wide range of deals. In the
earliest days of the asset class, private debt was used primarily for very small financing needs or for
companies without meaningfully positive (or even negative) EBITDA. But this asset class is no longer
reserved for niche pockets of the market. In recent years (as the size of the asset class has grown), private
debt lenders have funded larger deals, leading to more competition with the traditional (syndicated)
leveraged finance markets. This can be seen in the fundraising trends highlighted in Exhibit 10.

More recently, there have been several examples of firms refinancing debt (currently outstanding in the
public debt markets) with private funding solutions (and vice versa; Exhibit 11). In fact, various public
news reports (Pitchbook LCD, Bloomberg) over the past 18 months have indicated that some borrowers
are preferring to run “dual track” processes, simultaneously assessing investor interest in both the public
and private debt markets to determine where they can achieve the best execution. We view this as
reflective of private debt’s appeal to a wide range of borrowers (even those with demonstrated access to
the public markets) and expect this “funding mix” to ebb and flow over time, depending on market
conditions.

Exhibit 10: Larger fund sizes in private debt fundraising
Global private debt fundraising. Captures the “final close date” for each fund, or the number of funds that
have reached a final close in each calendar year.
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Source: BlackRock, Preqin. As of August 16, 2024.

Exhibit 11: The financing mix between the USD public (syndicated) and private credit
markets will continue to ebb and flow
USD broadly syndicated leveraged loan (BSL) and direct lending (DL) takeouts
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Source: Pitchbook LCD, BlackRock. Captures data through June 30, 2024 (most recent available as of August 6, 2024).
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Growth driver #2: Investor desires and increased comfort

Like the previous discussion related to borrowers’ preferences, the factors behind investors’ participation
in the private debt asset class are also multifaceted. First, to level set on the broader landscape, private
debt ownership is largely comprised of buy-and-hold investors, such as pension funds, endowments,
foundations, and insurance companies, among others (Exhibit 12).

Many of these investors engage in asset-liability matching, whereby long-term liabilities to be paid in the
future (such as life insurance payments and pension payouts) are matched against income-generating
assets with a similar maturity profile.

A June 2024 survey conducted by Preqgin asked institutional investors about their main reasons for
allocating to a range of alternative asset classes. As shown in Exhibit 13, private debt investors most
frequently mentioned a reliable income stream (58%) and diversification (57%), alongside high risk-
adjusted returns (44%) and reduced portfolio volatility (40%).

Exhibit 12: The private debt ownership base: largely long-term and “buy-and-hold” focused
Proportion (by count) of private debt investors by investor type
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Source: BlackRock, Preqin. As of June 25, 2024. The “Other” category includes Corporate Investor, Government Agency,
Investment Company, Investment Trust, Sovereign Wealth Fund, and Superannuation Scheme. FoF = fund of fund.

Exhibit 13: Income and diversification are among the top reasons for private debt allocations
Institutional investors' main reasons for investing in alternative assets, per a June 2024 Preqin survey
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Placing “buy and hold” in context

Private debt investments are generally designed to be held to maturity. Additionally, in contrast to the
public market, private debt loans are not actively traded. As a result, such structures are best suited for
investors that are willing and able to take on illiquid assets and do not have significant, unpredictable
needs for near-term liquidity.

One byproduct of a “buy-and-hold” investor base is the ability to remain patient during periods of market
volatility. This can minimize technical downside pressure on the private debt asset class relative to what
is sometimes observed in the public markets during similar times of stress. In our view, and with the
caveat that fund-specific nuances are important to consider, this generally leaves the private debt asset
class less vulnerable to asset-liability “mismatches,” as the liquidity of direct lending fund structures is
typically well matched to the duration of the investments (i.e., both are long-term).

The Cliffwater Direct Lending Index (CDLI) provides some context on the average life of a private debt
loan in the U.S. direct lending market. As background, the CDLI is an asset-weighted index of
approximately 16,200 directly originated middle market loans totaling $360 billion as of June 30, 2024.
Launched in 2015, the CDLI was reconstructed back to 2004 using quarterly SEC filings required of
business development companies, whose primary asset holdings are U.S. middle market corporate loans.

A June 2024 Cliffwater analysis indicates that while most direct lending loans are structured with a
maturity of 5 to 7 years, they are often paid back early. Catalysts for early loan repayment would include a
private equity backed sponsor selling a business (allowing the loan to be repaid or refinanced). Indeed,
over a long-term historical period (from September 2005 to June 2024), the average effective loan life of
the CDLI was 3.2 years. As of June 2024, the average effective loan life was 4.3 years — down significantly
from 5.8 years as of late 2023. The increase in the effective loan life was reflective of a lower level of
principal repayments amidst declining M&A volumes, according to Cliffwater.

An opportunity for structural protections

Investing in private debt may also provide investors an opportunity to access certain structural
protections (depending on the strategy). For example, a 2024 survey (of 178 private debt lenders)
conducted by Proskauer Rose LLP found that 58% of private debt underwriters would not do a deal
without a covenant. 31% of private debt lenders said they would consider a “covenant-lite” loan but
noted that they would require the company’s annual EBITDA to be $50 million or greater.

Exhibit 14: 91% of the USD Leveraged Loan Index is “covenant-lite”
Notional outstanding of the Morningstar / LSTA USD Leveraged Loan Index, and the share of the index
that is "covenant-lite"
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Source: Morningstar/LSTA, Pitchbook LCD, BlackRock. As of August 22, 2024. Covenant-lite loans are loans that have
bond-like financial incurrence covenants rather than the traditional (and usually more restrictive) maintenance
covenants.

FOR QUALIFIED, PROFESSIONAL, INSTITUTIONAL AND WHOLESALE INVESTORS/ PROFESSIONAL CLIENTS ONLY [ NOT FOR PUBLIC

DISTRIBUTION
10

GPDM0924U/M-3850620-10/46


https://www.cliffwaterdirectlendingindex.com/
https://www.proskauer.com/uploads/trends-in-private-credit-2024?utm_source=web&utm_medium=cta&utm_campaign=trends_in_private_credit_2024#:~:text=As%20to%20deal%20covenants%2C%20most,do%20deals%20without%20a%20covenant.

In another study, researcher Young Soo Jang evaluates data from over 3,000 private equity-backed
firms!. The research finds that “nearly all” senior, direct lender-originated loans include financial
covenants, as evidenced by a random sub-sample of nearly 300 senior private debt credit agreements,
where 99% include such covenants.

Additionally, a November 2023 analysis conducted by Covenant Review (and reported by CreditSights, a
Fitch Solutions Company) found that 20% of sampled private credit loans lacked maintenance financial
tests. This marks a decline in the “covenant-lite” shares of both 2022 (30%) and 2021 (31%). A more
recent snapshot from Fitch showed that slightly more than 15% of middle market deals were “covenant-
lite” as of January 2024.

These snapshots within private debt stand in contrast to the USD broadly syndicated loan market, which
has evolved over the past decade to become heavily skewed towards “covenant-lite” loans, as shown in
Exhibit 14. In our view, this is a direct reflection of the institutionalized nature of the syndicated
leveraged loan market — as it shifted to more closely resemble its USD HY bond market peer. A similar
pattern exists in the EUR syndicated leveraged loan market, where 100% of 2023 institutional issuance
volumes were covenant-lite, per data complied by Pitchbook LCD.

One common area of concern we hear from investors relates to a perceived lack of transparency in the
private debt market, relative to its public market peer. But we believe investors may be overstating the
transparency in certain liquid credit markets, such as the USD broadly syndicated loan universe. For
example, our August 2024 review of the individual loan-level constituents of the Morningstar/LSTA USD
Leveraged Loan Index found that 75% of the 1,353 loans in the index were issued by private (i.e., not
publicly listed) firms, at the time of issuance.

And while companies held in private debt portfolios are not filing quarterly financials and hosting public
earnings conference calls, they are often in regular dialogue with their small group of lenders, sharing
regular financial updates (frequency is determined by the lending arrangement).

Separately, as Exhibit 15 illustrates, the share of the USD broadly syndicated leveraged loan index rated
B- or lower has also been growing in recent years. While not alarming in isolation, this can cause a
technical hurdle for the largest buyer of leveraged loans — collateralized loan obligations (CLOs) — which
have limits on the amount of CCC-rated loans they are able to own within their structures. With B- just
one notch away from CCC territory, the appetite from CLOs for B- leveraged loans has shown a tendency
to wane in periods of macroeconomic uncertainty (when downgrade risks may be more pronounced).

Exhibit 15: The weighted average rating of the USD Leveraged Loan Index is close to B+
Morningstar / LSTA USD Leveraged Loan Index, by rating category (using notional amount outstanding)

m BB or above BB-/B+/B  mB- orlower (including all levels of CCC) Not Rated
100%
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20%

Share of USD Leveraged Loan
Index notional outstanding

0%
Jan-06 Jan-08 Jan-10 Jan-12 Jan-14 Jan-16 Jan-18 Jan-20 Jan-22 Jan-24

Source: Morningstar/LSTA, Pitchbook LCD, BlackRock. As of August 22, 2024.

1Young Soo Jang, “Are Direct Lenders More Like Banks or Arm’s-Length Investors?,” Available at:
https://ssrn.com/abstract=4529656. 2024.
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Fundraising focus areas vary alongside the macroeconomic environment

Trends in fundraising can also shed some insight on investors’ preferences within the private debt
landscape. This includes across strategies and manager experience levels.

We first begin with strategies. As shown in Exhibit 16 below, the fundraising mix across private debt
strategies can vary considerably, depending on the broader macroeconomic environment and where
private debt investors see the most significant opportunity. For example, distressed strategies
represented a larger share of fundraising during the years surrounding the GFC (2007-2008) and the
pandemic (2020-2021).

But beyond the overall fundraising “mix shift” across strategies, another trend is visible in Exhibit 16:
fundraising within private debt (in absolute terms) has gained momentum in recent years, especially in
the years immediately following the onset of the pandemic.

We see a few reasons for this. Among the most telegraphed are shifts in the interest rate environment.
For example, the exceptionally low-interest rate environment in the U.S. and Europe following the onset
of the pandemic likely incentivized investors to reach for higher-yielding assets like private debt. These
assets incorporate elevated risk / illiquidity premiums compared to more “mainstream” investment
options such as publicly traded corporate bonds. (We address the yield differentials between private and
public debt in a later section.)

And of course, as the interest rate environment quickly pivoted to the opposite end of the spectrum
(when the Federal Reserve and European Central Bank swiftly increased interest rates in 2022 and
2023), investors likely gravitated to private debt for its floating-rate characteristic.

But we believe another, less discussed, factor may explain the increased momentum behind private debt
fundraising in recent years. Simply put, investors have likely become more comfortable with private debt,
as its track record as a stand-alone asset class has extended.

Several years ago, our conversations with investors often featured concerns around the potential for
“adverse selection” in the borrowers utilizing the market. But, with realized loss rates continuing to be
moderate in both absolute and relative terms (as discussed later), we believe many institutional investors
have reassessed underweight allocations to the asset class.

Exhibit 16: The “mix shift” of private debt fundraising can vary from year to year
Private debt fundraising, by strategy and aggregate capital raised ($bn)
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Source: BlackRock, Pregin. As of August 16, 2024.
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Capital allocators prioritize experience

That said, even as fundraising momentum has increased, investors have been discerning as towhere they
allocate capital. Indeed, the growth of private debt AUM in recent years has raised concerns among some
market observers that new entrants may be sacrificing underwriting discipline to capture market share.
Fundraising data from Preqin shows a more nuanced view: capital allocators have become more selective
in the higher interest rate regime, instead favoring more experienced managers.

For example, Exhibit 17 shows that first-time private debt funds have captured, on average, 2.7% of total
capital (per year) since 2022, well below the 2019-2021 run rate of 10.2%. Similarly, as shown in Exhibit
18, established private debt managers (i.e., those raising their fourth fund or later) have raised 84% of
capital, on average, since 2022, compared to an average of 72% from 2019-2021.

We believe a higher interest rate environment has encouraged investors to favor more experienced
managers, who typically benefit from restructuring and workout expertise. Preqin notes that a higher
concentration in private capital fundraising is common as an asset class matures and relationships with
limited partner (LP) investors become more entrenched.

Exhibit 17: First-time private debt funds have raised minimal amounts of capital
First-time private debt fundraising as a proportion of total funds and aggregate capital raised (RHS)

Number of funds Aggregate capital raised, RHS
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Source: BlackRock, Preqin. Captures data as of June 18, 2024. Captures closed-ended private debt funds.

Exhibit 18: Experienced managers have raised most of the capital since 2022
Fourth fund or later private debt fundraising as a proportion of total funds and aggregate capital raised
(RHS)

Number of funds — Aggregate capital raised, RHS
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Source: BlackRock, Preqin. Captures data as of June 18, 2024. Captures closed-ended private debt funds.
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Room for increased investor participation

Underpinning our private debt $3.5 trillion AUM forecast (mentioned earlier) is our expectation for
increased investor participation in — and growing allocations to — private debt.

For example, Exhibit 19 leverages data from Preqin’s 2H2024 Investor Outlook, which conducted a survey
of a range of institutional investors in June 2024. The takeaway from Exhibit 19 is clear: we see scope for
investor participation in private debt to increase, especially in the context of other alternative assets.

For example, only 27% of those surveyed were currently allocating to private debt. This compares to 56%
for private equity and 46% for real estate. Similarly, of those investors who were allocated to private debt,
the average allocation (as a percentage of total assets) was 6.9%. Here again, this is well below those seen
in private equity (15.2%) and real estate (11.4%) - as well as hedge funds (15.3%).

That said, there is likely to be some trade-off between these allocations. The Preqin June 2024 survey
showed that only 38% of investors surveyed allocate to three or more alternative asset classes. 21%
allocate to just one, while 13% allocate to two. 28% allocate to none.

Beyond the narrow alternative asset allocation decision, we also believe private debt is increasingly being
considered by investors in the context of their broader fixed income allocations. As a result, we expect the
“fluidity” of investors’ asset class allocation shifts between public fixed income and private debt to
increase over time, just as is occurring in the landscape for borrowers (discussed earlier).

Among the more established strategies, investors surveyed saw the most opportunity in direct lending
(70%o), followed by special situations (44%) and distressed debt (35%). And among the so-called
“emerging” strategies, asset-backed lending (58%) and private debt secondaries (37%) were listed as the
most favored for the next 12 months, according to the Pregin survey.

Exhibit 19: We see ample scope for investor participation, and target asset allocations, in the
private debt market to grow

Percentage of Preqin June 2024 investor survey respondents allocating to each alternative asset class,
and the average target allocation (as a percentage of total assets), RHS

Percentage of investors allocating to each alternative asset class (including funds of funds)
@ Average target allocation (as a % of total assets), RHS
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Private debt compares favorably regarding investors’ allocation plans

Looking ahead, the Pregin June 2024 investor survey points to the potential for increased private debt
allocations. Exhibit 20 illustrates that 50% of investors surveyed in June 2024 planned to allocate more
capital to private debt over the next 12 months - the largest share among the alternative asset classes.
Only 8% plan to allocate less capital (the lowest share among the group).

A similar pattern is evident when investors were asked about their long-term asset allocation plans. As
shown in Exhibit 21, 53% of investors planned to increase their long-term private debt allocation, while

only 1% planned to decrease their allocation.

Exhibit 20: 50% of Preqin survey respondents plan to commit more capital to private debt in

the next 12 months
Investors were asked: In the next 12 months do you expect to invest more, less, or the same amount of

capital in the following asset classes than you did in the last 12 months?

= More capital Same amount of capital ®Less capital
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Proportion of respondents

Source: BlackRock, Preqgin June 2024 Investor Survey. There can be no guarantee any forecasts may come to pass.

Exhibit 21: Investors also plan to increase private debt allocations over the longer term
Preqin investor survey responses to: Investors' intentions for their alternative asset allocations over the

longer term
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Source: BlackRock, Pregin June 2024 Investor Survey. There can be no guarantee any forecasts may come to pass.
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Growth driver #3: Structural shifts in public markets

Structural shifts in the public debt and equity markets have also played a role in the growth of the
private debt market, specifically related to borrowers’ demand for private debt funding in the earlier
stages of their growth journeys.

We first turn to dynamics in the USD public debt market, which has evolved to serve ever-larger
borrowers. For example, the index notional amounts outstanding in the USD HY bond and leveraged
loan markets have grown significantly since the GFC, and now total roughly $1.4 trillion as shown in
Exhibits 22 and 23.

This growth has resulted in higher “barriers to entry” in public funding markets for small- and
medium-sized firms, as the public funding channel now serves larger borrowers. These higher
“barriers to entry” are illustrated in the average deal sizes for new issues in the HY and leveraged loan
markets (on the next page).

Exhibit 22: The Bloomberg USD HY index has $1.37 trillion of debt outstanding

Par amount outstanding ($bn) of the Bloomberg USD HY Corporate Index, as of each calendar year-end,
and August 2024
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Source: BlackRock, Bloomberg. As of August 20, 2024. Excludes HY bonds that are not index eligible.

Exhibit 23: The Morningstar/LSTA USD Leveraged Loan Index is now $1.4 trillion in size
Par amount outstanding ($bn) of the Morningstar/LSTA USD Leveraged Loan Index, as of each calendar
year-end, and August 2024
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Source: BlackRock, Pitchbook LCD, Morningstar/LSTA. As of August 20, 2024. Excludes leveraged loans that are not
index eligible.
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As shown in Exhibit 24, the average new deal size in the USD HY corporate bond market has been
more than $700 million over the past four years. In the USD leveraged loan market, the average new
deal size (new institutional money) is slightly lower but still substantial, averaging $450 million
since 2020 (Exhibit 25).

For a middle market firm seeking funding from the USD public markets, these “average” sizes are
prohibitively large and unrealistic. Issuing “too little” debt in the public debt markets can render a
capital structure illiquid and poorly held among investors. This is an unfavorable outcome if the firm
would like to refinance in the future (and likely also a suboptimal outcome for investors). Further, in
the event the issuer encounters financial difficulties, it runs the risk of more easily attracting a
distressed investor base, who may seek to build a position in the debt and push for a restructuring.

Exhibit 24: The average USD HY deal size has been above $700 million since 2020
Average USD HY deal size ($mm) and total USD HY gross issuance ($bn)
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Source: BlackRock, Dealogic (ION Analytics). As of August 19, 2024. Excludes private placements not reported to
Dealogic.

Exhibit 25: The average USD leveraged loan deal size has been $450 million since 2020
Average USD leveraged loan deal size (in $mm) and total annual gross issuance (in $bn, RHS), by calendar
year; new institutional money shown for each category
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Source: BlackRock, Pitchbook LCD. As of August 20, 2024. Excludes loans that are not index-eligible.
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Beyond the average deal size growth within the syndicated USD HY bond and leveraged loan markets,
the trend of the public debt markets serving larger borrowers is also visible when isolating USD middle
market leveraged loan issuance in the syndicated channel. As shown in Exhibit 26, issuance of middle
market leveraged loans (defined by LCD as firms with less than $50 million in annual EBITDA) has
stagnated over the past several years, while assets under management in private debt funds have
grown substantially (again, Exhibit 1).

With the public debt markets serving ever larger capital structures, we expect middle market firms will
continue to be drawn to the private debt markets for tailored funding solutions. In our view, the private
debt market will continue to capture an increasing share of the “financing pie,” including funding that
may have previously been earmarked for the syndicated debt markets.

Exhibit 26: Middle market leveraged loan issuance in the syndicated channel has stagnated

in recent years, as private debt AUM has grown
USD syndicated middle market leveraged loan issuance ($bn)
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Fewer public companies may create more financing opportunities for private debt

In our view, structural shifts in the U.S. equity markets are also playing a role in the growth of private debt.
As shown in Exhibit 27, between the early 2000s and 2020, the number of U.S. companies with public
equity was stagnant. And after a flurry of initial public offering (IPO) activity in 2021, the trend has once
again been on the decline. In our view, this should also expand the addressable market for private debt (a
theme we explored in the 3Q2024 Global Credit Qutlook).

Exhibit 27: Companies are staying private for longer
Number of public companies in the U.S., including those listed on New York Stock Exchange (NYSE) and
National Association of Securities Dealers Automated Quotations (NASDAQ)
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Source: BlackRock, World Federation of Exchanges, Haver Analytics. As of May 31, 2024 (most recent available).
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A similar analysis by Preqgin further contextualizes the public vs. private dynamic. There are currently
4,625 publicly listed companies in the U.S. (excluding foreign firms), vs. over 68,000 firms backed by
private equity (PE) buyouts or venture capital (VC), according to Preqin (Exhibit 28).

This trend of companies staying private longer is also evident in lower PE exits and longer PE hold times
(Exhibit 29). As we outlined in July 2024, Pitchbook estimated a $266 billion PE “exit deficit” as of
1H2024, down nearly 50% from peak values in 2022 but still elevated by historical standards. In
2Q2024, the exit/investment ratio for PE in the U.S. fell to 0.36x, a new record low, according to
Pitchbook.

Additionally, PE exits increasingly favor corporate or sponsor acquisitions over public equity listings, in
part due to a perceived unfavorable IPO environment, and depressed equity market valuations in certain
industries (especially outside of some sectors such as mega-cap technology). In 1H2024, public listings
accounted for just 12% of U.S. PE exits by value. With companies staying private for longer and corporate
or sponsor acquisitions representing the majority of PE exit value, private debt is positioned to continue
growing as a key financing partner, in our view.

Exhibit 28: There are over 68,000 PE/VC-backed companies in the U.S.
Number (and share) of listed and PE/VC-backed companies

= VVC-backed companies PE buyout-backed companies = Listed companies
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Sources: Preqin, BlackRock. As of March 31, 2024. Listed companies exclude foreign-based companies listed in U.S.
exchanges. Listed companies may overlap with PE/VC-backed list due to unsold stakes.

Exhibit 29: The median private equity hold time was 5.4 years in 1H2024
U.S. private equity-backed company count, by age bucket
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Source: Pitchbook, BlackRock. As of June 30, 2024.
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“Barriers to entry” also exist in the EUR public debt markets

Many of the “barriers to entry” dynamics we discussed in the USD public debt markets are also visible
in the EUR market.

While the size of the EUR HY and leveraged loan markets are much smaller than their USD peers
(again, Exhibits 22 and 23), the trends shown in Exhibits 30 and 31 nonetheless highlight clear
growth in the index market sizes vs. several years ago — especially in the EUR leveraged loan market.

And similarly, the average deal sizes in each market are also quite large for most middle market
companies (Exhibits 32 and 33, next page).

Exhibit 30: The Bloomberg EUR HY index currently stands at €392 billion
Par amount outstanding (€bn) of the Bloomberg Pan Euro HY Corporate Index, as of each calendar year-
end, and August 2024
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Source: BlackRock, Bloomberg. As of August 20, 2024. Excludes HY bonds that are not index eligible.

Exhibit 31: The Morningstar EUR Leveraged Loan Index is in excess of €290 billion
Par amount outstanding (€bn) of the Morningstar EUR Leveraged Loan Index, as of each calendar year-
end, and July 2024
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Source: BlackRock, Pitchbook LCD, Morningstar. As of July 2024. Excludes leveraged loans that are not index eligible.
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Exhibit 32: The average EUR HY deal size has rebounded in 2024, to €446 million
Average EUR HY deal size (Emm) and total USD HY gross issuance (€bn)
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Source: BlackRock, Dealogic (ION Analytics). As of September 1, 2024. Excludes private placements not reported to
Dealogic.

Exhibit 33: The average new EUR leveraged loan deal in 2024 is close to €700 million
Average EUR leveraged loan deal size (in €mm) and total annual gross issuance (in €bn, RHS), by calendar
year; new institutional money shown for each category
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Source: BlackRock, Pitchbook LCD. As of September 1, 2024. Excludes loans that are not index-eligible.
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Growth driver #4: Shifts in the bank lending ecosystem

Since the peak in 4Q2008, U.S. bank lending as a share of overall U.S. GDP has declined by approximately
ten percentage points (Exhibit 34). Some forces behind this trend have been in place for a while, namely,
the range of new requirements and restrictions placed on U.S. banks in the years following the GFC (other
regions enacted their own versions of reforms). These include but are not limited to the 2010 Dodd-Frank
Act (parts of which were rolled back in 2018) and the 2013 leveraged lending guidance. By contrast,
some developments have been more recent, such as the potential for revised capital requirements
related to the 2023 U.S. regional banking disruption and the pending finalization of “Basel Ill Endgame.”

For purposes of discussion around driver #4, we focus on the U.S. As shown in Exhibit 35, the U.S. is less
reliant upon banks to finance the private sector than other developed market peers such as the Euro Area
and the United Kingdom. We believe this is a direct reflection of the growth of the private debt market:
North America represented the largest regional share, by far, of private debt AUM, at 61% as of year-end
2023. The very sizable and liquid debt capital markets in the U.S. have also likely played a role, in our view.

That said, we expect at least some other countries will eventually move in this direction. In the Euro Area,
for example, European Central Bank President Christine Lagarde has underscored (in her public remarks)
the importance of developing a Capital Market Union (CMU) to finance the economy’s digital and
decarbonization initiatives. She has also suggested that the lack of a CMU may be a factor in the Euro
Area’s lagging productivity relative to the U.S.

Exhibit 34: The share of bank lending to overall U.S. economic activity has declined post-GFC
U.S. bank lending to the domestic private non-financial sector (at market value), as a percentage of U.S.
GDP
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Source: BlackRock, Bank for International Settlements. As of 4Q2023 (most recent as of August 22, 2024)

Exhibit 35: Relative to many other regions, the U.S. is somewhat less reliant upon the banking
system for financing the private sector
Banks’ share of total credit provided to the private non-financial sector - select regions
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Source: Bank for International Settlements, BlackRock. As of December 31, 2023 (most recent available).
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Bank lending standards have eased, but remain tight vs. history

The Federal Reserve’s Senior Loan Officer Opinion Survey (SLOOS) offers a glimpse into U.S. bank
lending standards from quarter to quarter. (Importantly, this survey measures the change from quarter to
quarter, not necessarily a level of bank lending.) Exhibits 36 and 37 illustrate that during market
disruptions and economic downturns (i.e., early 2000s recession, 2007-2009 GFC, early 2020 pandemic,
and March 2023 U.S. regional banking disruption), bank lending is associated with tighter standards
(terms) and higher costs.

And while the tightening in bank lending standards (and costs) have both eased from their local peaks of
2023, bank lending is not “easy” in a historical context.

Exhibit 38 illustrates this using a set of “special questions” included in the July 2024 SL.OQS, which
asked the 65 domestic banks surveyed to assess their current level of lending standards over a broader
history (since 2005). Indeed, most responses across all categories indicated that lending standards are
currently near the historical midpoint. Notably though, nearly a quarter of banks, on average across
categories, reported that standards are tighter than historical norms (again, Exhibit 38).

Exhibit 36: Bank lending standards have moderated vs. the tightening seen in 2022-2023
Net percentage of domestic respondents to the July 2024 Senior Loan Officer Opinion Survey (SLOOS)
tightening standards for commercial & industrial (C&I) loans to large/middle-market and small firms
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Source: BlackRock, Board of Governors of the Federal Reserve System. July 2024 SLOOS was released on August 5,
2024. The SLOOS defines large/middle-market firms as those with annual sales of $50 million or more. Small firms are
defined as those with less than $50 million of annual sales.

Exhibit 37: The cost of bank credit has also eased from the local peak, in 2023
Net percentage of domestic respondents to the July 2024 Senior Loan Officer Opinion Survey (SLOOS)
increasing spreads of loan rates (over banks’ cost of funds) to large/middle-market and small firms

- | 0ans to large and middle-market firms Loans to small firms

100 Increasing loan

I\

-60

Source: BlackRock, Board of Governors of the Federal Reserve System. July 2024 SLOOS was released on August 5,
2024. The SLOOS defines large/middle-market firms as those with annual sales of $50 million or more. Small firms are
defined as those with less than $50 million of annual sales.
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Exhibit 38: Over a longer-term history, bank lending standards are not “easy”
Respondents to the July 2024 SLOQOS were asked: For each loan category, describe the current level of
lending standards for C&I loans and/or credit lines, relative to the range of 2005 - present.

m Somewhat easier than the midpoint Near the midpoint
®m Somewhat tighter than the midpoint Significantly tighter than the midpoint

m Near the tightest level

Loans to very small firms

Non-syndicated loans to small firms . -

Non-syndicated loans to large and middle-market
firms

0% 20% 40% 60% 80% 100%

Source: Federal Reserve Board July 2024 Senior Loan Officer Opinion Survey (released August 5, 2024), BlackRock.
"Large and middle-market firms" are defined as those with annual sales of $50 million or more. "Small firms" are defined
as those with less than $50 million of annual sales. "Very small firms" are defined as those with annual sales of less than
$5 million.

Why the signal from SLOOS may be different this time

Notably, while the SLOQOS has historically been an important barometer for macro credit conditions, the
survey has not had the same relationship vis-a-vis economic pressures in the current cycle, in our view.
Exhibit 39 highlights this trend by showing that issuer-weighted default rates for the universe of USD HY
bonds and leveraged loans remain below the previous peaks observed during periods of bank lending
standard tightening and economic downturns (especially for HY bonds).

Over the past few years, the resilient U.S. growth backdrop has contributed to this by giving corporates
some “cushion” to navigate a higher interest rate environment. However, we believe the growth of private
debt has also played a role in mitigating the negative consequences of tightening bank lending.

Exhibit 39: USD corporate default rates did not reach the peak of prior cycles
Trailing 12-month, issuer-weighted default rates for the universe of USD HY bonds and USD leveraged
loans tracked by Moody's
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Source: BlackRock, Moody's. As of July 31, 2024 (most recent available as of August 20, 2024).
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The growth of private debt is a net positive for financial stability, in our view
We believe the evolution of private debt is a net positive for financial stability, driven by these factors:

+ Diversified funding sources: The growth of private debt over the past several years has allowed firms
to diversify their funding sources and reduce their reliance on traditional lending channels: banks and
public debt markets. We believe this structural shift in the financial system supported the relative
resilience of USD HY and leveraged loan corporate default rates (Exhibit 39) — despite a sharp
tightening in bank lending standards and an increase in interest rates / borrowing costs.

+ Asset-liability matching: As discussed earlier, most private debt investors are “buy and hold” oriented,
and will match their long-term capital commitments with long-term investments. This stands in
contrast to the funding structure in parts of the U.S. banking system, where short-term deposits are
often used to fund longer-term loans - resulting in greater potential for asset-liability mismatches.

* Lower leverage than other financing channels: While private debt funds often use fund-level leverage
to enhance potential returns, this leverage is quite modest. A research paper titled “A Survey on Private
Debt Funds”! found that U.S. private debt funds tend to use fund-level bank debt, with average
leverage of 40% and median leverage of 25% in the sample of 36 firms (Exhibit 40). Importantly, the
sample’s use of leverage was “significantly lower” than that of banks and other non-bank lenders (e.g.,
CLOs, finance companies). Indeed, using data from the FDIC’s Quarterly Banking Profile as of 1Q2024,
we calculate an aggregate Tier 1 Leverage ratio (Average Assets / Tier 1 Leverage Capital) of 11.1x for
FDIC-insured commercial banks and savings institutions. The paper also notes that 67% of European
private debt funds sampled (136) did not use any leverage (average leverage was 11% of total capital).
And across both geographies, equity financing exceeded 45% of total capital (again, among funds
sampled).

* Non-traded nature: We believe the non-traded nature of private debt loans supports financial
stability, as there are mutual incentives for borrowers and lenders to maintain a long-term working
relationship. A research paper titled “Are Direct Lenders More Like Banks or Arm’s-Length Investors?”2
finds that private debt borrowers and lenders are often willing to work together to create better
outcomes and to preserve the relationship with their counterparty (e.g., a private equity sponsor may
opt to include an equity injection in a renegotiation to demonstrate good faith to a lender).

Exhibit 40: U.S. private debt funds tend to use modest fund-level leverage, per a recent study
Fund-level debt-to-total-capital ratio for sampled U.S. private debt funds, by percentile
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Source: National Bureau of Economic Research (NBER) Working Paper Series, BlackRock. Working Paper 30868: "A
Survey on Private Debt Funds" by Joern Block, Young Soo Jang, Steven N. Kaplan, Anna Schulze. © 2023 by Joern Block,
Young Soo Jang, Steven N. Kaplan, and Anna Schulze. All rights reserved.

1 Joern Block, Young Soo Jang, Steven N Kaplan, and Anna Schulze, “A survey of private debt funds,” Technical Report,
National Bureau of Economic Research 2023.

2Young Soo Jang, “Are Direct Lenders More Like Banks or Arm’s-Length Investors?,” Available at:
https.//ssrn.com/abstract=4529656. 2024.
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Performance update: resilient in aggregate, but dispersed

Exhibits 41 through 43 illustrate the yield, income, and total return performance trends of U.S. direct
lending (the largest strategy and region within private debt) using the CDLI (which measures unlevered
returns, gross of fees). As shown in Exhibit 41, private debt has historically offered a notable “yield pick-
up” vs. public markets. This incremental yield reflects the additional cost paid by the borrower in
exchange for the certainty and ease of execution provided by the lender (as discussed previously).

Exhibit 41: U.S. direct lending has historically offered a yield “pick-up” vs. public markets
Average index yield-to-maturity levels for the Cliffwater Direct Lending Index (CDLD, Morningstar/LSTA
USD Leveraged Loan Index, and the Bloomberg USD HY Corporate Index
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Source: Cliffwater LLC, Bloomberg, Morningstar / LSTA, Pitchbook LCD, BlackRock. As of 2Q2024 (most recent
available for the CDLI, as of August 20, 2024). Chart shows yield-to-maturity for all three indices. The figures shown
relate to past performance. Past performance is not a reliable indicator of current or future results. Index
performance returns do not reflect any management fees, transaction costs or expenses. Indices are unmanaged and
one cannot invest directly in an index.

Exhibit 42: Realized losses for the CDLI were modest during the Fed’s recent hiking cycle
Trailing 12-month income return and realized gains (losses) for the Cliffwater Direct Lending Index
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Source: Cliffwater Direct Lending Index, BlackRock. As of June 30, 2024 (most recent available as of August 20, 2024).
Realized gains can be driven by equity stubs, warrants, and gains on exited investments. These were more common in
2005-2007, when second lien and mezzanine loans were a greater portion of the CDLI. The figures shown relate to
past performance. Past performance is not a reliable indicator of current or future results. Index performance
returns do not reflect any management fees, transaction costs or expenses. Indices are unmanaged and one cannot
invest directly in an index. We exclude unrealized gains and losses in this chart. Long-term unrealized gains (losses) are
approximately zero, as they either convert to net realized losses upon a credit default, or are reversed when principal is
fully repaid.
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As Exhibit 42 illustrates, realized losses have typically been modest in the context of the interest income
generated by the asset class. After an extremely low period of realized loss rates in 2021 and 2022, the
CDLI loss trend has shown some normalization but remains contained. 2Q2024 data for the CDLI (most
recent available) highlighted realized loss rates (from payment defaults or restructurings) that, while
higher vs. 2021-2022, remained moderate at just 66bp for the trailing twelve months ended 2Q2024.

Exhibit 43 highlights CDLI’s total return performance against two widely-tracked indices in the public
credit market: the Bloomberg USD HY Corporate Index and the Morningstar/LSTA USD Leveraged Loan
Index. Of the 19 annual periods (2005 - 2023) since the CDLI’s inception, the CDLI has outperformed
these HY bond and leveraged loan indices (on a total return basis) in 13 of these years.

One key variable related to total performance (between the asset classes) is duration exposure. As a fixed-
rate asset class, the USD HY bond market has exposure to duration (i.e., price sensitivity to a change in
interest rates). This contrasts the CDLI and leveraged loan markets, which are floating-rate asset classes.

As such, the CDLI and leveraged loan indices would be expected to perform better in a rising rate
environment. Conversely, a sharp rally in interest rates (from current levels) would benefit the total return
performance of the USD HY market.

Exhibit 43: The CDLI - a proxy for U.S. direct lending - has a solid track record of total return

performance
Calendar year total return comparisons (2005 - 2023), 1Q2024 and 2Q2024. Green = largest total return in
the period. Red = smallest total return in the period.

Morningstar /

Bloomberg USD

Cliffwater Direct LSTA USD
. HY Corporate
Lending Index Leveraged Loan
Bond Index

Index

2005 10.1% 2.7% 5.1%
2006 13.7% 11.8% 6.8%
_______ 2007 10.2% 1.9% 2.0%
2008 -6.5% -26.2% -29.1%
2009 13.2% 58.2% 51.6%
2010 15.8% 15.1% 10.1%
2011 9.8% 5.0% 1.5%
2012 14.0% 15.8% 9.7%
2013 12.7% 7.4% 5.3%
2014 9.6% 2.5% 1.6%
2015 5.5% -4.5% -0.7%
2016 11.2% 17.1% 10.2%
2017 8.6% 7.5% 4.1%
2018 8.1% -2.1% 0.4%
2019 9.0% 14.3% 8.6%
2020 5.5% 7.1% 3.1%
2021 12.8% 5.3% 5.2%
2022 6.3% -11.2% -0.8%
2023 12.1% 13.4% 13.3%
10Q2024 3.0% 1.5% 2.5%
2Q2024 2.6% 1.1% 1.9%

Source: Cliffwater LLC, Bloomberg, Morningstar / LSTA, Pitchbook LCD, BlackRock. As of 2Q2024 (most recent
available for the CDLI as of August 20, 2024). The CDLI measures 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 non-traded BDCs, subject to certain eligibility requirements. The figures shown
relate to past performance. Past performance is not a reliable indicator of current or future results. Index
performance returns do not reflect any management fees, transaction costs or expenses. Indices are unmanaged and
one cannot invest directly in an index.
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Realized loss rates have also compared favorably to the public markets, as shown in Exhibit 44. (Note:
when comparing public vs. private debt, we view loss rates as more informative than default rates, driven
by the increased prevalence of covenants in private debt structures. For example, tripping a covenant
provides private lenders the time and legal position to address issues in advance of a payment default).

In periods of financial market stress, such as the GFC of 2007-2009, the energy sector disruption of
2014-2015, and the pandemic in early 2020, net realized losses for the CDLI were either similar to or
lower than our estimates of loss-given-default in the USD HY bond and leveraged loan markets (again,
Exhibit 44).

We attribute this relative resilience of direct lending to a few factors, namely: (1) the extensive due
diligence and underwriting in the investment selection process, (2) structural protections, as the loans
are senior secured in the capital structure, as well as covenants (3) ongoing monitoring to help mitigate
downside risk, and (4) having a strategic partner who can work collaboratively with the company to
provide needed support over the long-term if required. This can often result in a more efficient process
for negotiating amendments vs. what would otherwise occur in the syndicated public market, where a
wide array of lenders would need to agree on a potential change.

On the following page, we use the Lincoln International Valuation and Opinions Group Proprietary Private
Market Database (Lincoln VOG database), another widely-tracked, third-party index, to understand
aggregate covenant default trends in the private debt sector. For context, Lincoln is an independent
valuation advisor specializing in illiquid alternative investments. As of 2Q2024, Lincoln’s VOG database
included approximately 5,500 U.S. operating companies, representing over $200 billion of total privately
held principal and invested capital (primarily held by PE sponsors). The median LTM EBITDA was $42.4
million as of 2Q2024.

Exhibit 44: Direct lending loss rates have compared favorably vs. public markets in recent
years

Realized annual and trailing 12-month 2Q2024 loss rates for the Cliffwater Direct Lending Index, and
trailing 12-month estimated loss rates for the universe of USD leveraged loans and HY bonds tracked by
Moody’s (calculated as the actual issuer-weighted trailing 12-month default rate per Moody’s multiplied by
one minus the average historical recovery rate)
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Source: BlackRock, Moody’s, Cliffwater. For the CDLI, we show annual and trailing 12-month realized loss rate data for
2Q2024 (most recent as of August 20, 2024). We assume a 40% recovery rate for HY and a 60% recovery rate for
leveraged loans (both in line with the historical average), to arrive at estimated loss rates given the Moody’s issuer-
weighted, trailing 12-month default data. The HY and leveraged loan loss rates reflect the universe of HY bonds and
leveraged loans tracked by Moody’s. The figures shown relate to past performance. Past performance is not a
reliable indicator of current or future result. Index performance returns do not reflect any management fees,
transaction costs or expenses. Indices are unmanaged and one cannot invest directly in an index. Realized gains can be
driven by equity stubs, warrants, and gains on exited investments. These were more common in 2005-2007, when
second lien and mezzanine loans were a greater portion of the CDLI.
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Lincoln International defines a ‘default’ as a covenant default, not necessarily a monetary one. This
means a borrower default may not lead to lender losses but instead may give lenders time and a legal
position to address issues before a payment default occurs.

Lincoln’s size-weighted default rate fell in 2Q2024 to 2.6%, marking the fifth consecutive quarterly
decline. We believe this pattern of improvement is due to the aforementioned factors — namely, the
collaborative relationship between private debt borrowers and lenders. That said, there are some nuances
under the surface. For example, the instance-weighted default rate (which we view as akin to an issuer-
weighted statistic) for the Lincoln VOG database increased from 6.0% in 1Q2024 to 7.5% in 2Q2024.

Exhibit 45 illustrates the material difference in levels and directional change (in recent quarters) between
the two metrics. The instance-weighted default rate is affected more by activity from smaller borrowers,
which tend to have higher covenant default rates (Exhibit 46). Such differences in default methodology
(i.e., par-weighted vs. issuer-weighted) are also frequently encountered in the public (liquid) corporate
credit universe.

Exhibit 45: Nuances between size-weighted and instance-weighted default metrics
Aggregate covenant default rate, including size-weighted and instance-weighted, for the U.S. portfolio
companies included in the Lincoln International VOG Proprietary Private Market Database
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Source: Lincoln International Valuations & Opinions Group Proprietary Private Market Database, BlackRock. As of
2Q2024. A default is defined by Lincoln as a covenant default (not necessarily a monetary default). The size-weighted
calculation considered the total net debt balance for each of the portfolio companies that had a defaulting security in
the respective quarter. The instance-weighted calculation is only available for 1Q2024 and 2Q2024. © 2023 Lincoln
Partners Advisors LLC. All rights reserved. Used with permission. Third-party use is at user’s own risk.

Covenant default rate

Exhibit 46: Covenant default rates vary by borrower size, with smaller firms leading
Covenant default rates (size-weighted, by annual EBITDA) for companies in the Lincoln International VOG
Proprietary Private Market Database
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Source: Lincoln International Valuations & Opinions Group Proprietary Private Market Database, BlackRock. As of
2Q2024. A default is defined by Lincoln as a covenant default (not necessarily a monetary default). The size-weighted
calculation considered the total net debt balance for each of the portfolio companies that had a defaulting security in
the respective quarter. © 2023 Lincoln Partners Advisors LLC. All rights reserved. Used with permission. Third-party use
is at user’s own risk.
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Private debt: Not a “one size fits all” asset class

Smaller borrowers have generally experienced higher covenant default rates than larger ones in the
database (again, Exhibit 46), partly due to more restrictive covenants in the lower middle market (as
smaller EBITDA deals are typically underwritten with tighter covenants). It also reflects, in our view, the
tendency of small firms to have less diversification (product, geography, customer, etc.), thinner financial
cushions (Exhibit 47), and fewer economies of scale than their larger peers — all of which can make
smaller businesses more vulnerable in certain macroeconomic environments.

In addition to company size, sector exposures can also influence default and earnings experiences, as
shown in Exhibits 48 and 49. This is because each industry is subject to a unique set of growth drivers
and headwinds, creating different degrees of cyclicality, pricing power, operational agility, and financial
flexibility.

These trends are consistent with the dispersion we outlined in February 2024 across the various subsets
of private debt strategies, vintages, and portfolio characteristics.

Exhibit 47: EBITDA growth has been challenged at the very low end of the size spectrum
Year-over-year LTM EBITDA growth by company size (as measured by annual EBITDA) for companies in
the Lincoln International Proprietary Private Market Database
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Source: Lincoln International Valuations & Opinions Group Proprietary Private Market Database, BlackRock. As of
2Q2024. © 2023 Lincoln Partners Advisors LLC. All rights reserved. Used with permission. Third-party use is at user’s
own risk. LTM = last twelve months.

Exhibit 48: Covenant default rates vary by industry, with Consumer leading
Covenant default rates by industry (size-weighted), for companies in the Lincoln International Proprietary
Private Market Database
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Source: BlackRock, Lincoln International Valuations & Opinions Group Proprietary Private Market Database. As of
2Q2024. Note: A default is defined as a covenant default and not a monetary default. The analysis was performed based
on a size-weighted approach, which considered the total net debt balance for each of the portfolio companies that had
a defaulting security in the respective quarter. © 2023 Lincoln Partners Advisors LLC. All rights reserved. Used with
permission. Third-party use is at user’s own risk.
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Exhibit 49: EBITDA growth has varied by sector
Year-over-year LTM EBITDA growth by industry, for companies in the Lincoln International Proprietary
Private Market Database
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Source: Lincoln International Valuations & Opinions Group Proprietary Private Market Database, BlackRock. As of
2Q2024. © 2023 Lincoln Partners Advisors LLC. All rights reserved. Used with permission. Third-party use is at user’s
own risk.

The role of covenant amendments in private debt

Given the higher cost of capital environment, which has prevailed in the U.S. since the Federal
Reserve began its hiking cycle in March 2022, it is perhaps unsurprising that some subsets of the
private debt universe are seeking flexibility.

In the last twelve months, which ended with 2Q2024, Lincoln International identified more than 780
executed amendments, impacting 16% of companies in its coverage. 12% of companies completed
multiple amendments within that timeframe (a level consistent with 1Q2024), with the Business
Services sector generating one-quarter of the repeat amendment activity, per data compiled by
Lincoln. And as Exhibit 50 illustrates, 2021 and 2022 vintages (formed amid a relatively low-interest
rate environment) have generated a large share of amendments in recent quarters.

Exhibit 50: 2021 and 2022 vintage deals generated 49% of all amendments in 2Q2024
Distribution of covenant amendments by deal vintage for 4Q2023, 1Q2024 and 2Q2024
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Source: Lincoln International Valuations & Opinions Group Proprietary Private Market Database, BlackRock. As of
2Q2024. © 2023 Lincoln Partners Advisors LLC. All rights reserved. Used with permission. Third-party use is at user’s
own risk.
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Pricing amendments were, by far, the most common (66.0%). Loans which repriced in 2Q2024 benefited
from an average coupon reduction of 85bp, according to Lincoln. And 63% of such activity occurred in
companies with annual EBITDA greater than $50 million. Maturity extensions (24.9%) were the second
most common, providing, on average, 18.5 months of extension.

Private equity sponsor infusions of equity (21.6%) were the third most frequent, typically targeted to
cover liquidity shortfalls (Exhibit 51) but also to cure covenants and provide growth equity. And finally,
covenant holidays (11.6%) were the fourth most common type of amendment, typically providing 8.2
months of holiday.

The value of a sponsor

Sponsor equity infusions illustrate how private equity sponsor ownership can benefit both borrowers and
lenders. Sponsors are financially incentivized to keep borrowers current (i.e., the capital they’ve already
invested). Additionally, sponsors, often large and investment-grade rated firms, are well-equipped to
provide liquidity support.

Data from KBRA DLD - another third-party data provider that tracks direct lending defaults — also
highlights the “sponsor vs. non-sponsor” differential in defaults and losses.

The KBRA DLD Direct Lending Index included about 2,400 borrowers as of August 6", 2024. KBRA DLD
default metrics are instance-weighted (not size-weighted), and a “default” is defined as a bankruptcy,
payment default, or distressed exchange. As of August 2024, KBRA DLD’s direct lending universe
experienced a 1.9% trailing twelve-month (TTM) default rate, comprised of a 1.5% default rate for
sponsored issuers and a 3.3% default rate for non-sponsored issuers (Exhibit 52).

Beyond the frequency of defaults, the severity of such actions also has important implications for
investors and lenders. To track this, we turn to recovery and loss rates. KBRA DLD also details implied
losses (given default) — a metric that provides insight into how much capital the lender potentially lost.
Notably, sponsor-related direct lending experienced a lower implied loss rate (at 0.7%) than its non-
sponsored peer (1.3%), as shown in Exhibit 53.

Exhibit 51: Sponsors can provide an extra layer of financial support to borrowers
Share of sponsor equity infusions based on the purpose for infusion, by count, for affected companies in
the Lincoln International Proprietary Private Market Database
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2023 Lincoln Partners Advisors LLC. All rights reserved. Used with permission. Third-party use is at user’s own risk.
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Exhibit 52: Direct lending default rates remain below KBRA DLD’s forecasts
Trailing 12-month (TTM) default rate and 2024 forecast default rate, by issuer count
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Source: KBRA DLD, BlackRock. As of August 6, 2024. Defaults include bankruptcies, missed payments, distressed debt
exchanges, and/or restructurings. Forecasts are KBRA’s. There is no guarantee any forecasts may come to pass.

Exhibit 53: Direct lending has the lowest implied loss rates (given default)
Trailing 12-month (TTM) implied loss rate (given default)
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Source: KBRA DLD, Solve, BlackRock. Loss rate given default = default rate * (1 — implied recovery rate). Chart uses
KBRA analysis completed in July 2024 and August 2024. There can be no guarantee any forecasts will come to pass.
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Fundamentals show relative resilience

In aggregate, floating-rate private debt borrowers have generated relatively resilient fundamentals despite
the elevated cost of capital. Using data from Lincoln International’s Proprietary Private Market Database,
Exhibits 54 and 55 illustrate that interest coverage (IC) and fixed charge coverage (FCC) ratios for U.S.
borrowers are holding in relatively well (i.e., not deteriorating sharply).

U.S. companies tracked by Lincoln experienced an average year-over-year LTM EBITDA growth of 5.3% in
2Q2024. In fact, year-over-year LTM EBITDA growth was 4.2% or higher in every quarter since late 2021.
The ability to grow in a capital-efficient way is critical in a higher-rate environment, in our view. The pro
forma (PF) 4.5% base rates in Exhibits 54 and 55 illustrate the improvement that rate cuts (from the
current 3-month SOFR level of 5.35%) could provide.

Exhibit 54: Interest coverage ratios for U.S. firms have been hovering near 1.4x
Size-weighted actual and pro forma IC ratios, and size-weighted percentage of companies with IC ratios
under 1.0x (RHS), for U.S. companies tracked by Lincoln International
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Source: BlackRock, Lincoln International Valuations & Opinions Group Private Market Proprietary Database. Captures
data as of 2Q2024. Calculations: Interest coverage = LTM EBITDA / Interest. © 2023 Lincoln Partners Advisors LLC. All
rights reserved. Used with permission. Third-party use is at user’s own risk.

Exhibit 55: Fixed charge coverage ratios have been in a narrow range around 1.1x
Size-weighted actual and pro forma FCC ratios, and size-weighted percentage of companies with FCC
ratios under 1.0x (RHS), for U.S. companies tracked by Lincoln International
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Source: BlackRock, Lincoln International Valuations & Opinions Group Private Markets Proprietary Database. Captures
data as of 2Q2024. Calculations: Fixed Charge Coverage Ratio = (LTM EBITDA - Taxes - Capex) / (LTM Interest Expense
+ (1% * Total Debt)). Capital expenditures (“capex”) uses last twelve month ("LTM") capex. If LTM capex is not available,
uses next fiscal year ("NFY"), and last fiscal year ("LFY") capex if both LTM capex and NFY capex are unavailable. © 2023
Lincoln Partners Advisors LLC. All rights reserved. Used with permission. Third-party use is at user’s own risk.
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A similar pattern of relative resilience can be seen using Lincoln International’s universe of European
borrowers, as highlighted in Exhibits 56 and 57. As of 1Q2024 (most recent available as of this writing) the
average IC ratio was 1.67x and the average FCC ratio was 1.09x.

As of 1Q2024, 69.4% of European companies tracked by Lincoln reported year-over-year EBITDA growth in
1Q2024. The average EBITDA growth rate was 10.6% in 1Q2024. This compares to 8.1% average EBITDA
growth in 4Q2023 and 5.7% in 3Q2023.

Exhibit 56: Interest coverage ratios for European firms are above 1.6x, on average
Size-weighted actual IC ratios, and size-weighted percentage of companies with IC ratios under 1.0x
(RHS), for European companies tracked by Lincoln International
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Source: BlackRock, Lincoln International Valuations & Opinions Group Private Market Proprietary Database. Captures
data as of 1Q2024. Calculations: Interest coverage = LTM EBITDA / Interest. © 2023 Lincoln Partners Advisors LLC. All
rights reserved. Used with permission. Third-party use is at user’s own risk.

Exhibit 57: Fixed charge coverage ratios for European firms averaged 1.09x in 1Q2024
Size-weighted actual FCC ratios, and size-weighted percentage of companies with FCC ratios under 1.0x
(RHS), for European companies tracked by Lincoln International
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+ (1% * Total Debt)). Capital expenditures (“capex”) uses last twelve month ("LTM") capex. If LTM capex is not available,
uses next fiscal year ("NFY"), and last fiscal year ("LFY") capex if both LTM capex and NFY capex are unavailable. © 2023
Lincoln Partners Advisors LLC. All rights reserved. Used with permission. Third-party use is at user’s own risk.
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Pricing compression will vary with market conditions

The increased overlap in the addressable market of private and syndicated debt (referenced earlier) is
most observable among large borrowers that are suitable to issue in both markets (generally categorized
by third-party data provider KBRA DLD as “jumbo” loans of $1 billion or more). In practice, these jumbo
loans often mean a deal would be large enough to be relatively liquid and index-eligible in the
syndicated/public debt markets.

The receptive tone of syndicated markets (coupled with other market factors such as limited LBO activity)
in 1H2024 has kept pricing competitive for U.S. and European borrowers eligible for both markets. For
example, average jumbo spreads in the U.S. fell to S+533bp in 2Q2024 (from the local peak of S+650bp in
1Q2023), marking the third consecutive quarter of tightening, according to KBRA DLD (Exhibit 58). And
new issue prices continued to hover near the highs (at $98.7), reflective of smaller issue discounts and
fees, as illustrated in Exhibit 59. New issue jumbo loans in Europe demonstrated a similar trend, according
to KBRA DLD, with spreads tightening from E+650-750bp in 1Q2023 to E+450-700bp in 2Q2024. (E
represents the Euro Interbank Offered Rate (EURIBOR)).

While average spreads on new issue jumbo loans are tight relative to recent historical standards, elevated
base rates, in our view, allow lenders to tighten spreads further while still capturing relatively attractive all-
inyields.

Exhibit 58: Jumbo spreads are at the tightest levels since KBRA DLD began the series in
1Q2021
Average spread on jumbo loans (defined as loans $1 billion or larger) issued, in basis points over SOFR
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Source: BlackRock, KBRA DLD. As of 2Q2024. SOFR = Secured Overnight Financing Rate.
Exhibit 59: Jumbo new issue prices are the highest since mid-2021
Issue price on jumbo loans (defined as loans $1 billion or larger), out of par ($100)
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The receptiveness of syndicated markets has less influence on pricing and terms for smaller borrowers,
which are generally not as easily able to issue in public debt markets. However, other market factors such
as general investor sentiment towards risk, as well as macroeconomic-related risk premiums, can
influence spreads for such borrowers.

According to Lincoln International, spreads for these “smaller” borrowers (generally categorized as loans
to U.S. businesses with $40-$100 million in annual adjusted EBITDA) have compressed from S+575-
675bp in 4Q2023 to S+500-600bp in August 2024 (Exhibit 60). Indeed, spreads are now comparable to
levels at the most recent market peak in 4Q2021.

As aforementioned, elevated base rates allow lenders to tighten lending spreads across borrower sizes
without compromising all-in yields. Data from Lincoln International demonstrates that while spreads in
August 2024 are comparable to 4Q2021 levels (i.e., 500-600bp), all-in yields are significantly different
(higher): 6.0% - 7.0% in 4Q2021 vs. 9.7% - 10.7% in August 2024 (again, Exhibit 50).

Geography can also influence pricing

Finally, we believe the geography (and currency) of issuance may influence pricing trends due to factors
such as country-specific macroeconomic conditions, competition among lenders, varying degrees of
depth and availability in financing markets, and different regulatory regimes. This is observable, for
example, in the European market and the United Kingdom.

KBRA DLD data demonstrates how these variations may influence new issue pricing for private debt
borrowers. For example, private credit spreads for both LBO and non-LBO transactions were wider for
euros than for sterling in 2Q2024 (Exhibits 61 and 62). New issue prices demonstrated a similar trend,
with loans issued in sterling demonstrating higher new issue prices than loans issued in euros, reflecting
smaller issue discounts and fees for sterling issuers (Exhibit 63). While a diverse set of factors influences
this, KBRA DLD largely attributes the spread differences in 2Q2024 to the issuance profile during that
quarter, with euro-based issuance tending towards smaller borrowers.

Exhibit 60: Higher reference rates offer lenders pricing flexibility without compromising all-
inyields

Composition of all-in yields for private credit loans to businesses with $40 million - $100 million adjusted
EBITDA, according to Lincoln International
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Source: Lincoln International Valuations & Opinions Group Proprietary Private Market Database, BlackRock. As of
August 2024. 4Q2021 assumes a SOFR floor of 1.0%. SOFR = Secured Overnight Financing Rate. © 2023 Lincoln
Partners Advisors LLC. All rights reserved. Used with permission. Third-party use is at user’s own risk.
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Exhibit 61: Both average LBO spreads...
Average private credit spreads for leveraged buyout (LBO) transactions during the quarter, by currency
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Exhibit 62:...and average non-LBO spreads were tighter for loans issued in Sterling in 2Q2024
Average private credit spreads for non-LBO transactions during the quarter, by currency
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Exhibit 63: Loans issued in Sterling had a higher original issue price than loans issued in
Euros for the first time since KBRA DLD began tracking the data in 1Q2023
Average new issue price (out of 100) during the quarter, by currency
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For Exhibits 61, 62, and 63: “All” currencies include EUR, GBP, USD, SEK, NOK, and CHF.
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No. 02020394. For your protection telephone calls are usually recorded. Please refer to the Financial
Conduct Authority website for a list of authorised activities conducted by BlackRock.

In the European Economic Area (EEA): This document is marketing material. This is Issued by BlackRock
(Netherlands) B.V. and is authorised and regulated by the Netherlands Authority for the Financial Markets.
Registered office Amstelplein 1, 1096 HA, Amsterdam, Tel: 020 — 549 5200, Tel: 31-20-549-5200. Trade
Register No. 17068311 For your protection telephone calls are usually recorded

For Investors in Switzerland: This document is marketing material. This document shall be exclusively
made available to, and directed at, qualified investors as defined in Article 10 (3) of the CISA of 23 June
2006, as amended, at the exclusion of qualified investors with an opting-out pursuant to Art. 5 (1) of the
Swiss Federal Act on Financial Services ("FinSA"). For information on art. 8 / 9 Financial Services Act
(FinSA) and on your client segmentation under art. 4 FinSA, please see the following website:
www.blackrock.com/finsa.

In Italy: For information on investor rights and how to raise complaints please go to
https://www.blackrock.com/corporate/compliance/investor-right available in Italian.

For investors in Israel: BlackRock Investment Management (UK) Limited is not licenced under Israel's
Regulation of Investment Advice, Investment Marketing and Portfolio Management Law, 5755-1995 (the
“Advice Law”), nor does it carry insurance thereunder.
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http://www.blackrock.com/finsa

The information contained in this document is intended strictly for Professional Clients as defined
under the Dubai Financial Services Authority (“DFSA”) Conduct of Business (COB) Rules. The
information contained in this document, does not constitute and should not be construed as an offer of,
invitation or proposal to make an offer for, recommendation to apply for or an opinion or guidance on a
financial product, service and/or strategy. Whilst great care has been taken to ensure that the information
contained in this document is accurate, no responsibility can be accepted for any errors, mistakes or
omissions or for any action taken in reliance thereon. You may only reproduce, circulate and use this
document (or any part of it) with the consent of BlackRock. The information contained in this document is
for information purposes only. It is not intended for and should not be distributed to, or relied upon by,
members of the public. The information contained in this document, may contain statements that are not
purely historical in nature but are “forward-looking statements”. These include, amongst other things,
projections, forecasts or estimates of income. These 44 forward-looking statements are based upon certain
assumptions, some of which are described in other relevant documents or materials. If you do not
understand the contents of this document, you should consult an authorised financial adviser.

The information contained in this document is intended strictly for Professional Investors. The information
contained in this document, does not constitute and should not be construed as an offer of, invitation or
proposal to make an offer for, recommendation to apply for or an opinion or guidance on a financial
product, service and/or strategy. Whilst great care has been taken to ensure that the information contained
in this document is accurate, no responsibility can be accepted for any errors, mistakes or omissions or for
any action taken in reliance thereon. You may only reproduce, circulate and use this document (or any part
of it) with the consent of BlackRock. The information contained in this document is for information
purposes only. It is not intended for and should not be distributed to, or relied upon by, members of the
public. The information contained in this document, may contain statements that are not purely historical
in nature but are “forward-looking statements”. These include, amongst other things, projections, forecasts
or estimates of income. These forward-looking statements are based upon certain assumptions, some of
which are described in other relevant documents or materials. If you do not understand the contents of this
document, you should consult an authorised financial adviser.

The information contained in this document, may contain statements that are not purely historical in
nature but are “forward-looking statements”. These include, amongst other things, projections, forecasts or
estimates of income. These forward-looking statements are based upon certain assumptions, some of
which are described in other relevant documents or materials. If you do not understand the contents of this
document, you should consult an authorised financial adviser.

Blackrock Advisors (UK) Limited -Dubai Branch is a DIFC Foreign Recognised Company registered with the
DIFC Registrar of Companies (DIFC Registered Number 546), with its office at Unit L15 - O1A, ICD
Brookfield Place, Dubai International Financial Centre, PO Box 506661, Dubai, UAE, and is regulated by the
DFSA to engage in the regulated activities of ‘Advising on Financial Products’ and ‘Arranging Deals in
Investments’ in or from the DIFC, both of which are limited to units in a collective investment fund (DFSA
Reference Number FOO0738).
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In Saudi Arabia, the information contained in this document is intended strictly for sophisticated
institutions. The information contained in this document, does not constitute and should not be construed
as an offer of, invitation or proposal to make an offer for, recommendation to apply for or an opinion or
guidance on a financial product, service and/or strategy. Whilst great care has been taken to ensure that
the information contained in this document is accurate, no responsibility can be accepted for any errors,
mistakes or omissions or for any action taken in reliance thereon. You may only reproduce, circulate and
use this document (or any part of it) with the consent of BlackRock. The information contained in this
document is for information purposes only. It is not intended for and should not be distributed to, or relied
upon by, members of the public. The information contained in this document, may contain statements that
are not purely historical in nature but are “forward-looking statements”. These include, amongst other
things, projections, forecasts or estimates of income. These forward-looking statements are based upon
certain assumptions, some of which are described in other relevant documents or materials. If you do not
understand the contents of this document, you should consult an authorised financial adviser.

Kuwait

The information contained in this document is intended strictly for sophisticated institutions that are
‘Professional Clients’ as defined under the Kuwait Capital Markets Law and its Executive Bylaws.

The information contained in this document, does not constitute and should not be construed as an offer
of, invitation or proposal to make an offer for, recommendation to apply for or an opinion or guidance on a
financial product, service and/or strategy. Whilst great care has been taken to ensure that the information
contained in this document is accurate, no responsibility can be accepted for any errors, mistakes or
omissions or for any action taken in reliance thereon. You may only reproduce, circulate and use this
document (or any part of it) with the consent of BlackRock.

The information contained in this document is for information purposes only. It is not intended for and
should not be distributed to, or relied upon by, members of the public.

The information contained in this document, may contain statements that are not purely historical in
nature but are “forward-looking statements”. These include, amongst other things, projections, forecasts or
estimates of income. These forward-looking statements are based upon certain assumptions, some of
which are described in other relevant documents or materials.
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For investors in Central America, these securities have not been registered before the Securities
Superintendence of the Republic of Panama, nor did the offer, sale or their trading procedures. The
registration exemption has made according to numeral 3 of Article 129 of the Consolidated Text containing
of the Decree-Law No. 1 of July 8, 1999 (institutional investors). Consequently, the tax treatment set forth
in Articles 334 to 336 of the Unified Text containing Decree-Law No. 1 of July 8, 1999, does not apply to
them. These securities are not under the supervision of the Securities Superintendence of the Republic of
Panama. The information contained herein does not describe any product that is supervised or regulated
by the National Banking and Insurance Commission (CNBS) in Honduras. Therefore any investment
described herein is done at the investor’s own risk. In Costa Rica, any securities or services mentioned
herein constitute an individual and private offer made through reverse solicitation upon reliance on an
exemption from registration before the General Superintendence of Securities (“SUGEVAL”), pursuant to
articles 7 and 8 of the Regulations on the Public Offering of Securities (“Reglamento sobre Oferta Publica
de Valores™). This information is confidential, and is not to be reproduced or distributed to third parties as
this is NOT a public offering of securities in Costa Rica. The product being offered is not intended for the
Costa Rican public or market and neither is registered or will be registered before the SUGEVAL, nor can be
traded in the secondary market. If any recipient of this documentation receives this document in El
Salvador, such recipient acknowledges that the same has been delivered upon their request and
instructions, and on a private placement basis. In Guatemala, this communication and any accompanying
information (the “Materials”) are intended solely for informational purposes and do not constitute (and
should not be interpreted to constitute) the offering, selling, or conducting of business with respect to such
securities, products or services in the jurisdiction of the addressee (this “Jurisdiction”), or the conducting of
any brokerage, banking or other similarly regulated activities (“Financial Activities”) in the Jurisdiction.
Neither BlackRock, nor the securities, products and services described herein, are registered (or intended to
be registered) in the Jurisdiction. Furthermore, neither BlackRock, nor the securities, products, services or
activities described herein, are regulated or supervised by any governmental or similar authority in the
Jurisdiction. The Materials are private, confidential and are sent by BlackRock only for the exclusive use of
the addressee. The Materials must not be publicly distributed and any use of the Materials by anyone other
than the addressee is not authorized. The addressee is required to comply with all applicable laws in the
Jurisdiction, including, without limitation, tax laws and exchange control regulations, if any.

In Latin America, for institutional investors and financial intermediaries only (not for public distribution).
This material is for educational purposes only and does not constitute investment advice or an offer or
solicitation to sell or a solicitation of an offer to buy any shares of any fund or security and it is your
responsibility to inform yourself of, and to observe, all applicable laws and regulations of your relevant
jurisdiction. If any funds are mentioned or inferred in this material, such funds may not been registered
with the securities regulators of Argentina, Brazil, Chile, Colombia, Mexico, Panama, Peru, Uruguay or any
other securities regulator in any Latin American country and thus, may not be publicly offered in any such
countries. The securities regulators of any country within Latin America have not confirmed the accuracy of
any information contained herein. No information discussed herein can be provided to the general publicin
Latin America. The contents of this material are strictly confidential and must not be passed to any third
party.

In Colombia, the sale of each fund discussed herein, if any, is addressed to less than one hundred
specifically identified investors, and such fund may not be promoted or marketed in Colombia or to
Colombian residents unless such promotion and marketing is made in compliance with Decree 2555 of
2010 and other applicable rules and regulations related to the promotion of foreign financial and/or
securities related products or services in Colombia.

In Chile, The securities if any described in this document are foreign securities, therefore: i) their rights and
obligations will be subject to the legal framework of the issuer's country of origin, and therefore, investors
must inform themselves regarding the form and means through which they may exercise their rights; and
that ii) the supervision of the Commission for the Financial Market (Comision para el Mercado Financiero
or “CMF”) will be concentrated exclusively on compliance with the information obligations established in
General Standard No. 352 of the CMF and that, therefore, the supervision of the security and its issuer will
be mainly made by the foreign regulator;

In the case of a fund not registered with the CMF is subject to General Rule No. 336 issued by the SVS (now
the CMF). The subject matter of this sale may include securities not registered with the CMF; therefore,
such securities are not subject to the supervision of the CMF. Since the securities are not registered in
Chile, there is no obligation of the issuer to make publicly available information about the securities in
Chile. The securities shall not be subject to public offering in Chile unless registered with the relevant
registry of the CMF.
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IN MEXICO, FOR INSTITUTIONAL AND QUALIFIED INVESTORS USE ONLY. INVESTING INVOLVES
RISK, INCLUDING POSSIBLE LOSS OF PRINCIPAL. THIS MATERIAL IS PROVIDED FOR
EDUCATIONAL AND INFORMATIONAL PURPOSES ONLY AND DOES NOT CONSTITUTE AN OFFER OR
SOLICITATION TO SELL ORA SOLICITATION OF AN OFFER TO BUY ANY SHARES OF ANY FUND OR
SECURITY. This information does not consider the investment objectives, risk tolerance or the financial
circumstances of any specific investor. This information does not replace the obligation of financial advisor
to apply his/her best judgment in making investment decisions or investment recommendations. It is your
responsibility to inform yourself of, and to observe, all applicable laws and regulations of Mexico. If any
funds, securities or investment strategies are mentioned or inferred in this material, such funds, securities
or strategies have not been registered with the Mexican National Banking and Securities Commission
(Comision Nacional Bancaria y de Valores, the “CNBV”) and thus, may not be publicly offered in Mexico.
The CNBV has not confirmed the accuracy of any information contained herein. The provision of
investment management and investment advisory services (“Investment Services”) is a regulated activity in
Mexico, subject to strict rules, and performed under the supervision of the CNBV. These materials are
shared for information purposes only, do not constitute investment advice, and are being shared in the
understanding that the addressee is an Institutional or Qualified investor as defined under Mexican
Securities (Ley del Mercado de Valores). Each potential investor shall make its own investment decision
based on their own analysis of the available information. Please note that by receiving these materials, it
shall be construed as a representation by the receiver that it is an Institutional or Qualified investor as
defined under Mexican law. BlackRock México Operadora, S.A. de C.V., Sociedad Operadora de Fondos de
Inversion (“BlackRock México Operadora®) is a Mexican subsidiary of BlackRock, Inc., authorized by the
CNBYV as a Mutual Fund Manager (Operadora de Fondos), and as such, authorized to manage Mexican
mutual funds, ETFs and provide Investment Advisory Services. For more information on the Investment
Services offered by BlackRock Mexico, please review our Investment Services Guide available in
www.blackrock.com/mx. This material represents an assessment at a specific time and its information
should not be relied upon by the you as research or investment advice regarding the funds, any security or
investment strategy in particular. Reliance upon information in this material is at your sole discretion.
BlackRock México is not authorized to receive deposits, carry out intermediation activities, or act as a
broker dealer, or bank in Mexico. For more information on BlackRock México, please visit:
www.blackRock.com/mx. BlackRock receives revenue in the form of advisory fees for our advisory services
and management fees for our mutual funds, exchange traded funds and collective investment trusts. Any
modification, change, distribution or inadequate use of information of this document is not responsibility
of BlackRock or any of its affiliates. Pursuant to the Mexican Data Privacy Law (Ley Federal de Proteccion
de Datos Personales en Posesién de Particulares), to register your personal data you must confirm that you
have read and understood the Privacy Notice of BlackRock México Operadora. For the full disclosure,
please visit www.blackRock.com/mx and accept that your personal information will be managed according
with the terms and conditions set forth therein.
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State of Qatar and the Qatar Financial Centre (QFC)
The information contained in this document is intended strictly for sophisticated institutions.

The information contained in this document, does not constitute and should not be construed as an offer
of, invitation or proposal to make an offer for, recommendation to apply for or an opinion or guidance on a
financial product, service and/or strategy. Whilst great care has been taken to ensure that the information
contained in this document is accurate, no responsibility can be accepted for any errors, mistakes or
omissions or for any action taken in reliance thereon. You may only reproduce, circulate and use this
document (or any part of it) with the consent of BlackRock Investment Management (UK).

The information contained in this document is for information purposes only. It is not intended for and
should not be distributed to, or relied upon by, members of the public.

The information contained in this document, may contain statements that are not purely historical in
nature but are “forward-looking statements”. These include, amongst other things, projections, forecasts or
estimates of income. These forward-looking statements are based upon certain assumptions, some of
which are described in other relevant documents or materials. If you do not understand the contents of this
document, you should consult an authorised financial adviser.

In Peru, this private offer does not constitute a public offer, and is not registered with the Securities Market
Public Registry of the Peruvian Securities Market Commission, for use only with institutional investors as
such term is defined by the Superintendencia de Banca, Seguros y AFP.

Any research in this document has been procured and may have been acted on by BlackRock for its own
purpose. The results of such research are being made available only incidentally. The views expressed do
not constitute investment or any other advice and are subject to change. They do not necessarily reflect the
views of any company in the BlackRock Group or any part thereof and no assurances are made as to their
accuracy.

Any opinions, forecasts represent an assessment of the market environment at a specific time and is not
intended to be a forecast of future events or a guarantee of future results. This information should not be
relied upon by the reader as research, investment advice or a recommendation.

This document is for information purposes only and does not constitute an offer or invitation to anyone to
invest in any BlackRock funds and has not been prepared in connection with any such offer.

If you are an intermediary or third-party distributor, you must only disseminate this material to other
Professional Investors as permitted in the above-specified jurisdictions and in accordance with applicable
laws and regulations.

Certain information contained herein has been obtained from published sources and from third parties,
including without limitation, market forecasts, internal and external surveys, market research, publicly
available information and industry publications. In addition, certain information contained herein may have
been obtained from companies in which investments have been made by entities affiliated with BlackRock.
Although such information is believed to be reliable for the purposes used herein, neither the Fund nor
BlackRock assumes any responsibility for the accuracy or completeness of such information. Reliance
upon information in this material is at the sole discretion of the reader. Certain information contained
herein represents or is based upon forward-looking statements or information. BlackRock and its affiliates
believe that such statements and information are based upon reasonable estimates and assumptions.
However, forward-looking statements are inherently uncertain, and factors may cause events or results to
differ from those projected. Therefore, undue reliance should not be placed on such forward-looking
statements and information.

© 2024 BlackRock, Inc. or its affiliates. All Rights Reserved. BLACKROCK,BLACKROCK SOLUTIONS,
iSHARES, BUILD ON BLACKROCK and SO WHAT DO | DO WITH MY MONEY are trademarks of BlackRock,
Inc. or its affiliates. All other trademarks are those of their respective owners.
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