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Steady Expansion of U.S. Private Credit

Private Credit Growth During Mostly Benign Composition of the Private Credit Market
Economic Environment Share of Global Private Credit Capital Raised, by Type
mmm U.S. Private Credit (LHS) ® Venture debt H Real estate debt = Mezzanine
——Bank Loans as % of GDP (RHS) ® Infrastructure debt General debt m Distressed debt
B Direct lending B Credit special situations M Bridge financing
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Alternative Investment Managers and Business Development Companies
Benefiting from Private Debt Expansion

Credit Arms Expand at Investment Firms Business Development Companies Gain Significant Scale

m Blackstone Credit Fee-Earning AUM
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Private Credit Has Moved Up-Market; Competition Drove Weaker Terms

Ares Capital Underlying Portfolio Company Trends Covenant-Lite Deals More Prevalent in Broadly Syndicated Loan Space
® Broadly Syndicated Large Cap Deals ® Middle Market Club Deals
mmm Weighted Average EBITDA (LHS) =——Weighted Average Net Leverage (RHS)
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Pre- and Post-Global Financial Crisis BDC Comparison

BDC 1.02 BDC 2.0 Improved?
% of Portfolio Non-Debt Investments 34.5% 15.3% v
Control Investments 39.5% 10.2% v
Non-Accrual at Value 3.89% 1.0% v
Aggregate Net Realized Gains® $1.7bn ($0.5mn) x
Duration of Bank Facility 1-3 years 4-5 years 4
% of Debt Unsecured 53.1% 51.5% -
Average Leverage 0.80x 1.17x x
Asset Coverage Cushion 11.6% 19.2% v
Paid-in-Kind/Investment Income 16.0% 8.9% v
Net Investment Income/Dividends 67.2% 113.2% v

aAverage of American Capital, Ltd., Allied Capital Corporation, and MCG Capital Corporation, as of June 30, 2008. "Average of 19 Fitch-rated BDCs as of Dec. 31, 2022. “Data represents 2003 through June 2008 for BDC 1.0 and 2010 through December
2022 for BDC 2.0. Source: Fitch Ratings, Company Filings.
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Initial COVID Pandemic Valuation Hit More Meaningful for Liquid Investments

Spread Widening in 1Q20 Drove Unrealized Losses

mmm 1Q20 Net Unrealized Loss % mmm 1Q20 NAV per Share Decline
=% of Portfolio Level 1 and 2
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Source: Fitch Ratings, Company Filings.

Note: Net unrealized loss rate calculated as net unrealized losses divided by beginning portfolio at fair value.

Aggregate 2020 BDC Valuation Trends

i Aggregate (Depreciation)/Appreciation (LHS)

($M) 9% of Beginning Portfolio Value (RHS)
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Note: Includes 13 rated BDCs. Source: Fitch Ratings, Company Filings.

Note: Net unrealized loss rate calculated as net unrealized losses divided by beginning portfolio at fair value. Source: Fitch Ratings. ARCC - Ares Capital Corporation. BGSL - Blackstone/GSO Secured Lending Fund. BKCC - BlackRock Capital
Investment Corp. FSK - FS KKR Capital Corp. GBDC - Golub Capital BDC Inc. GSBD - Goldman Sachs BDC, Inc. NMFC - New Mountain Finance Corp. OCSL - Oaktree Specialty Lending Corp. ORCC - Owl Rock Capital Corp. ORCC Il -

Owl Rock Capital Corp. Il. SLRC - Solar Capital Ltd. TSLX - Sixth Street Specialty Lending, Inc.
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Private Credit Market Risks and Mitigants

Key Rating Driver

Risks

Mitgants

Asset Quality

Outsized growth in an untested period

Lack of through-the-cycle track record for many
private credit lenders

Deterioration in lending terms

Borrower credit risk rising

Higher loan concentrations within lender
portfolios/funds

Lenders primarily focus on secured lending, with
increasing equity cushions

Recent reported gains by Fitch-rated BDC lenders
Lenders typically exhibit good alighment of interests

Earnings & Profitability

Rising rates represent higher debt service burdens for
borrowers

Rising rates increase lenders’ net interest income
(absent AQ deterioration)

Funding, Liquidity and
Coverage

Borrowers face looming maturity walls (2024-2025)

Lenders exhibit solid asset coverage cushions and
low leverage

Capitalization & Leverage

Borrower-level leverage continues to climb

Lenders exhibit solid asset coverage cushions and
low leverage

Systemic Implications

Private credit lending exhibits relatively less
transparency and regulation versus bank lending
Banks are often lenders to NBFIs creating second-
order exposure to private credit markets

Small market potentially insulates wider system
Bank lending to NBFIs average 5.8% for Fitch-rated
institutions
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Rising Rates: Net Investment Income Up; Interest Coverage Down

Ares Capital Earnings and Portfolio Growth

mmm Adjusted Net Investment Income (LHS) == Investment Portfolio Growth (RHS)
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Ares Capital Portfolio Trends

mmm Weighted Average Interest Coverage (LHS)  ===Yield on Total Portfolio (RHS)
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Private Equity: Ample Dry Powder to Support Portfolio Investments

mw Buyout Dry Powder (LHS) === Annual Growth (RHS)
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Source: Fitch Ratings, Preqin.
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Credit Trends Stable, but Deterioration Expected

- D) i i . o . .
Non-Accruals as % of Debt Portfolio at Fair Value Paid-In-Kind/Interest and Dividend Income
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Maturity Walls Emerge in 2025-2026

Fitch-Rated BDC Investment Maturities vs. BDC Unsecured Debt Maturities
Middle Market Loans by Maturity As of Dec. 31, 2022
(Loans Underlying Fitch-Rated BDCs Have a Smoother Maturity Wall Relative to Broader
Middle Market) s Rated Total (LHS) —— Cumulative % (RHS)
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Many BDCs Capacity Constrained; But Solid Private Credit Fundraising

BDC Regulatory Leverage Global Private Debt Fundraising
Par Debt Excl. SBA Borrowings/Equity
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Fitch Publishes Recent Research on the Private Credit Market

* U.S. Private Credit Risks Rising but Contained (April 2023
* https://app.fitchconnect.com/search/research/article/RPT_10230351

* BDC Industry Update: Rating Outlooks Largely Stable Despite Headwinds (April 2023

* https://app.fitchconnect.com/search/research/article/RPT_10231347

FitchRating

Cross-Sector

U.S. Private Credit Risks Rising but Contained

Private Credit Growth During Mostly Benign
Economic Environment
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BDC Industry Update: Rating Outlooks Largely Stable, Despite Headwinds

Peer Review Completed; Ratings Affirmed: On April 3,2023,Fitch Ratings completed apeer  Name Rating/Outiaok Reference
review of business development companies (BDCs), affirming 18 issuers’ ratings. Following Ares Capital Corporation BBB/Stable ARCC
e ‘DFE'A;E‘;;E’- Féfﬁﬁgcﬂ'“dﬂg:rgcm ;f;ﬁilﬁ; ‘E(fl““li gﬂ'mo"” :::;Sgc Outlooks remain "y Capital Specialty Finance, Inc. BEB-/Stabic BCSF
osive o AL, Sk st abdaaie i H Barings BDC, Inc. BBB-/Stable BBDC
Asset Quality, Funding Profiles Could Deteriorate: Fitch expects the challenging economic  BlackRock TCP Capital Corp BBB-/Stable Tepe
interestrate: e BBB-/Positive BXSL
far BCs, o average, in 2073, We believe rated BIXCs can withstand modest déteriorat AL e e
in financial profile ratios while maintaining metrics at appropriate levels for ratings. Still, apRal Com. Stable
some BDCs are better positioned to navigate sector headwinds given more consistent e ne, Lol ol
underwriting standards and track records, lower risk portfolios, stronger asset coverage  GolubCapital BDC, Inc BBB-/Positive GBDC
cushions and/or stronger funding profiles, which could lead to further differentiation in  Hercules Capital Inc BBB-/Stable HTGC
ratings and/or Rating Outlooks over time. Main Street Capital Corporation BBB-/Stable MAIN
Leverage Differentiation: Middle market deal structures and terms have become more irect Lending Fund BBB-/Stable MSDLF
the past ider spreads, lowerunderlying  New Mountain Finance Corporation BBB-/Stable NMFC
leverage and tighter covenants. Fitch believes BDCs with incremental growth capacity ending Corporation BEB-/Stable ocsL
relative to targeted leverage ranges and/or the ability to ssue accretive equity couldbeata  -° LR 2 : s e
ot shasiag for. new ltion ciCrtinies, puitialarly = market iy Sl sl BT “/Resitive
s BOC their targeted  OwlRock Capital Corporation | BEB-/Stable oRCCIl
rage ranges, whl(h il it their abilty 1o originate new investmants ff portfolio _OwlRoek Capital Corporatientll BEB-/Stable oRcC
Fepmyment acthity e reiatively slow, Owl Rock Technology Finance Corp. BBB_/Stable ORTE
Rated BDCs Portfolio Growth Slows S Street Speciaity Lending, Inc BBB/Stable Tix
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