The Benefits of
Private Credit

What is Private Credit?

The asset class known as private credit, or direct lending, refers to floating-rate loans, primarily senior
secured, that are sourced and originated without a bank acting as an intermediary. Asset management
firms use the breadth of their platforms to source private credit transactions through their relationships
with private equity firms. Loans generally are made to middle market businesses—traditionally defined
as those with $25 million to $75 million of EBITDA—that are portfolio companies of private equity firms.



Key Benefits of
Private Credit

Private credit historically has delivered higher returns with less downside risk
than publicly traded corporate bonds. Portfolios with private credit exposure
outperformed in 2022 and since the inception of the Cliffwater Direct Lending
Index (CDLI) in 2004.1 For example, a traditional 40% U.S. corporate bond/60%
S&P 500 portfolio in which corporate bond exposure is replaced by direct
lending exposure would have outperformed by 8% in 2022 and by 2% on
average from 2005-2022 (Figure 1).

FIGURE 1: PRIVATE CREDIT STRATEGIES COMPLEMENT OR
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1. Sources: Cliffwater; LCD. As of December 31, 2022.
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Private credit provides investors with a number of potential benefits:

1. POTENTIAL FOR DURABLE POSITIVE RETURNS

Since its 2004 inception, the Cliffwater Direct Lending Index (CDLI)—which seeks to measure the unlevered
performance of U.S. middle market corporate loans—has delivered positive returns in every year except
2008.2 In fact, the CDLI's average annual return of 9% since 2004 is above the average return of the S&P 500
(Figures 2 and 3).

FIGURE 2: CLIFFWATER DIRECT LENDING INDEX PERFORMANCE
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2. LOW CORRELATION &
LOW VOLATILITY POTENTIAL

Private credit’s illiquid nature has traditionally shown lower volatility and therefore a low correlation to
liquid stock and bond markets where prices often fluctuate. Over time, low volatility can potentially lead to

outperformance without the need to increase risk (Figure 3).
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2. Sources: Cliffwater; LCD. As of December 31, 2022.
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PRIVATE CREDIT HAS OUTPERFORMED
TRADITIONAL LIQUID CREDIT STRATEGIES
DURING PERIODS OF RISING RATES &
UNCERTAINTY

During the Great Financial Crisis, Oil Crisis, and Covid 19, direct lending has comfortably outperformed liquid
credit strategies. What's more, maximum drawdown was limited (when compared to other asset classes)
even during the Great Financial Crisis. Clearly in periods of inflation/rising rates, private credit returns easily

exceeded liquid credit strategies. (Figure 4).

FIGURE 4: DIRECT LENDING OUTPERFORMED DURING PERIODS OF RISING RATES
AND UNCERTAINTY
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The recent market volatility drives this point home. In the wake of the S&P 500°'s dramatic decline in 2022,
CDLI compounded returns since inception not only have outperformed traditional credit strategies, but also

the equity market's chief benchmark (Figure 5).

FIGURE 5: CDLI HAS OUTPERFORMED LIQUID ASSET CLASSES SINCE INCEPTION
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LESS INTEREST RATE RISK

Traditional fixed income bond portfolios tend to expose investors to significant interest rate risk as corporate
bonds generally are fixed rate. Over the past few decades, fixed rate bonds investors have enjoyed a tailwind
in the form of declining interest rates that have enhanced the value of their portfolios. But that tailwind has
ended. With the potential for base rates to remain higher for longer, interest rate volatility may be here to stay.
Private credit mitigates interest rate risk as private credit portfolios generally are floating rate, which means

distributions increase when interest rates rise.
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Barings is a $351+ billion* global investment manager sourcing differentiated opportunities and building long-

term portfolios across public and private fixed income, real estate and specialist equity markets. With investment

professionals based in North America, Europe and Asia Pacific, the firm, a subsidiary of MassMutual, aims to serve its

clients, communities and employees, and is committed to sustainable practices and responsible investment.

DISCLAIMER: PAST PERFORMANCE IS NOT INDICATIVE OF FUTURE RESULTS.

Any forecasts in this document are based upon Barings opinion of the market
at the date of preparation and are subject to change without notice, dependent
upon many factors. Any prediction, projection or forecast is not necessarily
indicative of the future or likely performance. Investment involves risk. The
value of any investments and any income generated may go down as well

as up and is not guaranteed. Past performance is no indication of current or
future performance. PAST PERFORMANCE IS NOT NECESSARILY INDICATIVE
OF FUTURE RESULTS. Any investment results, portfolio compositions and

or examples set forth in this document are provided for illustrative purposes
only and are not indicative of any future investment results, future portfolio
composition or investments. The composition, size of, and risks associated
with an investment may differ substantially from any examples set forth in this
document. No representation is made that an investment will be profitable or
will not incur losses. Where appropriate, changes in the currency exchange
rates may affect the value of investments. Prospective investors should read
the offering documents, if applicable, for the details and specific risk factors of
any Fund/Strategy discussed in this document.

For Professional Investors/Institutional Investors only. This document should
not be distributed to or relied on by Retail/Individual Investors.

Barings LLC, Barings Securities LLC, Barings (U.K.) Limited, Barings Global
Advisers Limited, Barings Australia Pty Ltd, Barings Japan Limited, Baring
Asset Management Limited, Baring International Investment Limited,
Baring Fund Managers Limited, Baring International Fund Managers
(Ireland) Limited, Baring Asset Management (Asia) Limited, Baring SICE
(Taiwan) Limited, Baring Asset Management Switzerland Sarl, Baring
Asset Management Korea Limited, and Barings Singapore Pte. Ltd. each
are affiliated financial service companies owned by Barings LLC (each,
individually, an "Affiliate’), together known as "Barings.” Some Affiliates may
act as an introducer or distributor of the products and services of some
others and may be paid a fee for doing so.

NO OFFER: The document is for informational purposes only and is not an
offer or solicitation for the purchase or sale of any financial instrument or
service in any jurisdiction. The material herein was prepared without any
consideration of the investment objectives, financial situation or particular
needs of anyone who may receive it. This document is not, and must not be
treated as, investment advice, an investment recommendation, investment
research, or a recommendation about the suitability or appropriateness of
any security, commodity, investment, or particular investment strategy, and
must not be construed as a projection or prediction.

In making an investment decision, prospective investors must rely on their
own examination of the merits and risks involved and before making any
investment decision, it is recommended that prospective investors seek
independent investment, legal, tax, accounting or other professional advice
as appropriate.

Unless otherwise mentioned, the views contained in this document are
those of Barings. These views are made in good faith in relation to the facts
known at the time of preparation and are subject to change without notice.
Individual portfolio management teams may hold different views than

the views expressed herein and may make different investment decisions
for different clients. Parts of this document may be based on information

received from sources we believe to be reliable. Although every effort is
taken to ensure that the information contained in this document is accurate,
Barings makes no representation or warranty, express or implied, regarding
the accuracy, completeness or adequacy of the information.

These materials are being provided on the express basis that they and any
related communications (whether written or oral) will not cause Barings to
become an investment advice fiduciary under ERISA or the Internal Revenue
Code with respect to any retirement plan, IRA investor, individual retirement
account or individual retirement annuity as the recipients are fully aware
that Barings (i) is not undertaking to provide impartial investment advice,
make a recommendation regarding the acquisition, holding or disposal of an
investment, act as an impartial adviser, or give advice in a fiduciary capacity,
and (ii) has a financial interest in the offering and sale of one or more
products and services, which may depend on a number of factors relating to
Barings' business objectives, and which has been disclosed to the recipient.

Target performance is theoretical and illustrative only, and does not reflect
actual performance. There is no guarantee that any target performance
will be achieved, and actual performance may be significantly lower than
target performance for a variety of reasons. Target performance should not
be relied upon in making any investment decision. The target performance
shown here is based on a proprietary model and relies on various
assumptions and inputs, including subjective assumptions, judgments and
projections about economic conditions.

OTHER RESTRICTIONS: The distribution of this document is restricted by
law. No action has been or will be taken by Barings to permit the possession
or distribution of the document in any jurisdiction, where action for that
purpose may be required. Accordingly, the document may not be used in
any jurisdiction except under circumstances that will result in compliance
with all applicable laws and regulations.

Any service, security, investment or product outlined in this document may
not be suitable for a prospective investor or available in their jurisdiction.

Any information with respect to UCITS Funds is not intended for U.S.
Persons, as defined in Regulation S under the U.S. Securities Act of 1933, or
persons in any other jurisdictions where such use or distribution would be
contrary to law or local regulation.

INFORMATION: Barings is the brand name for the worldwide asset
management or associated businesses of Barings. This document is issued
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collective investment schemes with the Financial Conduct Authority in
the United Kingdom and is authorized as an Alternative Investment Fund
Manager in several European Union jurisdictions under the Alternative
Investment Fund Managers Directive (AIFMD) passport regime;

Baring International Fund Managers (Ireland) Limited), which is authorized
as an Alternative Investment Fund Manager in several European

Union jurisdictions under the Alternative Investment Fund Managers
Directive (AIFMD) passport regime and, since April 28, 2006, as a UCITS
management company with the Central Bank of Ireland;

Baring Asset Management Switzerland Sarl, which is authorized by
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Securities and Futures Commission of Hong Kong to carry on regulated
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0800 062 068); or Baring Asset Management Korea Limited, which is
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Singapore, is an indirect, wholly-owned subsidiary of Barings. BSG is
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Capital Markets Service License under the Securities and Futures Act to
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your own personal use, but may not be altered, reproduced or distributed
without Barings’ consent.
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FOR PERSONS DOMICILED IN THE US: This document is not an offer
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shares or any other security, nor does it purport to be a description of the
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fund ("Fund”) described therein. The offer and sale of interests in any such
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representation to the contrary is an offence.

FOR PERSONS DOMICILED IN PERU: The Fund is not registered before
the Superintendencia del Mercado de Valores (SMV) and it is placed by
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intended recipient. The offer herein contained is not a public offering,
and as such it is not and will not be registered with, or authorized by, the
applicable enforcement authority. The information contained herein has
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