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Key Takeaways:

e The growth of direct lending, or private credit, has created what we believe is a beneficial ecosystem for borrowers, asset managers, and
investors. It has expanded financing options for corporate borrowers and provided asset managers with opportunities to find value.

e While private credit has characteristics of an alternative asset class, it shares many similarities with traditional credit strategies. Recent
convergence among issuers and investors suggests that direct lending may eventually be viewed as a more mainstream credit option
rather than an alternative asset class.

At Lord Abbett, we’ve been in the business of capturing credit risk premiums through diligent research and flexible allocations for
decades. Today we see the growth of direct lending creating an attractive and healthy ecosystem for borrowers, asset managers,
and end investors. For corporate borrowers, private credit has expanded and enhanced financing options. For asset managers,
this space has grown to become an opportunity for flexible and well-resourced credit managers to find value across markets.
And for end investors, the performance profile of direct lending offers the appeal of attractive income with a risk-reward profile
that can potentially be both a great diversifier to traditional assets and a volatility dampener in asset allocations.

What is perhaps equally as interesting to those looking at this relatively newer investment option is that while private credit overall
has some of the hallmarks of an alternative asset class—liquidity profile, product structures, private sourcing—it could be argued
that there is more that ties it to traditional credit strategies than not. At its core, it’s about lenders and borrowers, and we can
imagine at some point, direct lending may not even be considered an alternative asset class. In the following pages, we discuss
the growth of the direct lending market, its effect on, and convergence with, publicly traded credit, and our expectations for the
credit environment going forward.

The Growth of Private Credit

Although direct corporate lending has been a longstanding practice, a window of opportunity opened over the last 15 years as
the financial constraints imposed on banks after the great financial crisis (GFC) led to a significant shortage of capital for middle-
market companies. This regulatory shift led to a massive expansion in the role of direct lending to these businesses. Large private
investment houses responded to the increased demand by raising this needed capital through vehicles such as public and
private business development companies (BDCs) to allow investors to integrate direct lending into broader diversified portfolios.
At the same time, the industry built out human capital to increase the sourcing, assessment, and management of direct lending
portfolios to allow for greater loan diversity and transparency, while further increasing investor comfort with the asset class.
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Figure 1. Public and Private Credit Growth Following the GFC and COVID-19 Crises
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Source: Credit Suisse, ICE Data Indices LLC, and Prequin. Data as of March 31, 2024. Most recent data available. * 2024 to March 31, 2024. Market size
growth as represented by the ICE BofA U.S. High Yield Index, the Credit Suisse Leveraged Loan Index, and the Prequin Private Credit Index. For illustrative
purposes only and does not represent any specific portfolio managed by Lord Abbett or any particular investment. Indexes are unmanaged, do not reflect
the deduction of fees or expenses, and are not available for direct investment. Past performance is no indication or guarantee of future performance.

Subsequent to the expansion in private credit following the GFC, the aftermath of the COVID-19 crisis served as another major
catalyst for both supply and demand in middle market direct lending as well as the larger private credit universe. Figure 1 shows the
sharp increase in direct lending’s presence relative to U.S. high yield and bank loans, also known as leveraged loans, around this
time and then the strong growth since. Banks pulled back from lending with the uncertainty surrounding COVID-19 and then again
after Silicon Valley Bank'’s failure highlighted more balance-sheet concerns. Public market volatility also created a good deal of
uncertainty around syndicated credit transaction levels and timelines. Having put the pieces in place around fund structures, talent,
and adoption, the direct lending community was able to respond quickly to this demand boost. Multi-billion-dollar direct lending
funds had the ability to underwrite large deals with certain and immediate terms, leading to increasing regularity of $1 billion+
transactions in the direct lending market, as shown in Figure 2. More supply is expected as the rate shock in 2022 and 2023 has
investors shifting toward diversifiers outside of traditional fixed income, and direct lending increasingly fits the bill with its floating-rate
loans and low volatility.
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Figure 2. Growth in the Number of Billion Dollar-Plus Direct Lending Deals

Total amount of direct lending deals $1 billion or greater by year.

® Number of Deals

80 1

70 A

60 -

40 -

30 A

10 4

2019 2020 2021 2022 2023 2024

Source: JP Morgan and KBRA Direct Lending Deals. Data as of December 31, 2024. Most recent data available. For illustrative purposes only and does not
represent any specific portfolio managed by Lord Abbett or any particular investment. Indexes are unmanaged, do not reflect the deduction of fees or
expenses, and are not available for direct investment.

Convergence of Private and Public Credit

The demand pull for direct lending continues to develop even in more normal markets. While smaller private borrowers have usually
transitioned to public credit markets once their borrowing needs became large enough to warrant public issuance, after they arrived
in public markets, they typically stayed there, absent some negative development in the business. While the numbers are modest
today, a growing number of borrowers are toggling between public and private markets and in some cases tapping both markets at
the same time or even as part of the same issuance.
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Figure 3. Direct Lending and Syndicated Loan Takeouts

Amount of direct lending refinanced by broadly syndicated loans and amount
of broadly syndicated loans refinanced by direct lending.
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Source: Pitchbook | LCD. Data as of 12/31/2024. BSL=broadly syndicated loans. DL=direct loan. For illustrative purposes only and does not represent any
specific portfolio managed by Lord Abbett or any particular investment. Indexes are unmanaged, do not reflect the deduction of fees or expenses, and are
not available for direct investment.

We expect this trend to continue, as borrowers will always look for the best combination of terms and cost in their capital structure,
and private markets have developed into a competitive value proposition for those borrowers. We believe it is critical for investors to
do the same kind of value shopping. In that regard, private credit has historically provided an attractive risk and return profile that
can potentially enhance an overall credit allocation (see Figure 4).
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Figure 4. Historically Attractive Risk and Return Profile
Annualized return and volatility, September 30, 2016-June 30, 2024
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Source: Morningstar Direct and Cliffwater. Data as of June 30, 2024. Most recent data available. Private Credit as represented by the Cliffwater Direct Lending
Index, bank loans as represented by the Credit Suisse Leveraged Loan Index, high yield as represented by the ICE BofA U.S. High Yield Index, and Bloomberg
Aggregate as represented by the Bloomberg U.S. Aggregate Bond Index. Volatility as measured by standard deviation of returns. For illustrative purposes only
and does not represent any specific portfolio managed by Lord Abbett or any particular investment. Indexes are unmanaged, do not reflect the deduction of fees
or expenses, and are not available for direct investment. Past performance is not a reliable indicator or a guarantee of future results.

Private credit spreads have also historically provided an attractive yield relative to BSLs, shown in Figure 5, while volatility has been
low primarily because of the absence of mark-to-market accounting. But it is important to remember that much of the public market
volatility is driven by liquidity provisioning because the vehicles that hold public credits are often daily liquid vehicles. So, rather than
thinking about private credit volatility as understated, it is just as valid to think about public credit volatility as overstated relative to
variation in estimated losses from default. Simply put, private structures are purpose-built for spread capture, allowing a manager to
focus on the merits of a credit rather than liquidity provisioning.
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Figure 5. Historically Attractive Yield Premium Over BSLs
Middle market direct lending yield premium over broadly syndicated loans, June 30, 2016-Deceber 31, 2024
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Source: BofA Global Research. Data as of December 31, 2024. For illustrative purposes only and does not represent any specific portfolio managed by

Lord Abbett or any particular investment. Indexes are unmanaged, do not reflect the deduction of fees or expenses, and are not available for direct
investment. Past performance is not a reliable indicator or a guarantee of future results.

We believe the time is fast approaching when direct lending will be viewed not as an “alternative,” but rather a critical piece of market
and company risk. Even stand-alone public debt strategies will be made better by the integration of private debt skilled professionals
into their teams, and private debt teams will benefit from the insight and reach of their public debt focused colleagues, in our view.

At Lord Abbett, we’ve used multi-sector capabilities for decades in our efforts to achieve attractive risk-adjusted outcomes, while

managing risk and liquidity, and we believe the best opportunities going forward will be available to creditors and investors who are
able to navigate between private and public markets.
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Important Information

The information contained herein is provided by Lord, Abbett & Co. LLC
(“Lord Abbett”). Lord Abbett is a registered investment adviser under the
U.S. Investment Advisers Act of 1940 (the “Advisers Act”), as amended,
and is subject to the Advisers Act rules and regulations adopted by the U.S.
Securities and Exchange Commission (‘SEC”). Registration with the SEC
does not imply a particular ability or training. Lord Abbett is a global asset
manager with headquarters in Jersey City, New Jersey.

Certain information provided in the material has been obtained from third
party sources and such information has not been independently verified by
Lord Abbett. No representation, warranty, or undertaking, expressed or
implied, is given to the accuracy or completeness of such information by
Lord Abbett or any other person. While such sources are believed to be
reliable, Lord Abbett does not assume any responsibility for the accuracy
or completeness of such information. Lord Abbett does not undertake any
obligation to update the information contained herein as of any future date.

Market forecasts and projections are based on current market conditions
and are subject to change without notice. Projections should not be
considered a guarantee.

Past performance is not a reliable indicator or guarantee of future
results. All investments involve risk, including the loss of capital.

The views and opinions expressed are those of the Lord Abbett author as of
the date of the material, and do not necessarily represent the views of the
firm as a whole. Any such views are subject to change at any time based
upon market or other conditions and Lord Abbett disclaims any responsibility
to update such views. References to specific asset classes and financial
markets are for illustrative purposes only. This material is not intended to be
relied upon as a forecast, research or investment advice. Neither Lord Abbett
nor the Lord Abbett author can be responsible for any direct or incidental
loss incurred by applying any of the information offered.

The information in this material does not constitute a distribution, an offer,
an invitation, a personal or general recommendation or solicitation in any
jurisdiction. This material has not been reviewed or approved by any
regulatory authority in any jurisdiction.

None of the information provided should be regarded as a suggestion to
engage in or refrain from any investment-related course of action as neither
Lord Abbett nor its affiliates are undertaking to provide impartial investment
advice, act as an impartial adviser, or give advice in a fiduciary capacity.

Mentions of specific companies are for reference purposes only and are not
meant to describe the investment merits of, or potential or actual portfolio
changes related to, securities of those companies.

Unless otherwise noted, all discussions are based on U.S. markets and
U.S. monetary and fiscal policies.

This material may not be reproduced in whole or in part or any form without
the permission of Lord Abbett.

Indexes are unmanaged, do not reflect the deduction of fees or expenses,
and are not available for direct investment.

This material is the copyright © 2025 of Lord, Abbett & Co. LLC.
All rights reserved.

Glossary & Index Definitions

A broadly syndicated loan (BSL) is a type of leveraged bank loan that is
provided by a group of lenders and is commonly used to finance mergers,
acquisitions, and recapitalizations. These loans are syndicated by originating
banks to a wide range of institutional investors, such as collateralized loan
obligations (CLOs), mutual funds, and insurance companies.

Business development company (BDC) is a type of investment company
in the U.S. that provides capital to small and mid-sized businesses, as well
as distressed companies. BDCs are designed to help these firms grow
during their early stages or regain financial stability.

A basis point is equal to one one-hundredth of a percentage point.

Base rate: Variable interest rates fluctuate in line with a base rate which,
typically, shifts in reaction to market factors.

The capital stack, or capital structure, refers to the layers of debt and
equity capital used by companies to finance operations. Within the capital
structure, segments called tranches represent different risk classes that are
available to investors.

A direct loan refers to a privately negotiated loan provided by non-bank
lenders directly to a borrower, typically a middle-market company.

GFC refers to the global financial crisis of 2008-09.

Loan origination is the process lenders use to assess and approve
borrower applications for various forms of debt. These include loans
and mortgages.

Loss Given Default (LGD) is a measure used by financial institutions to
estimate the potential loss they would incur if a borrower defaults on a loan.
It is typically expressed as a percentage of the total exposure at the time of
default. LGD is calculated by considering factors such as the amount of
collateral, recovery rates, and any other mitigating circumstances. For
example, if a bank lends $1 million and expects to recover $600,000 in the
event of a default, the LGD would be 40%.

Middle market lending: The middle market segment is typically considered
to be credit for firms larger than small businesses but too small for large-
scale commercial lending or syndicated credit.

Private equity refers to capital investments made in companies that are not
publicly traded.

Risk-adjusted return measures how much risk is associated with producing
a certain investment return.

Securitized products broadly refer to pools of financial assets that are
brought together to create a new security, which is then divided and sold to
investors. The value and cash flows of the new asset are based on its
underlying securities.

Spread is the percentage difference in current yields of various classes of
fixed-income securities versus Treasury bonds or another benchmark bond
measure. A bond spread is often expressed as a difference in percentage
points or basis points (which equal one-one hundredth of a percentage
point). The option-adjusted spread (OAS) is the measurement of the spread
of a fixed-income security rate and the risk-free rate of return, which is
adjusted to take into account an embedded option. Typically, an analyst
uses the Treasury securities yield for the risk-free rate.

Standard deviation is a statistical measure of the amount of variation or
dispersion in a set of data values. It indicates how much individual data
points differ from the mean (average) of the data set.

Structured credit is a type of financial instrument, usually a secured-asset
investment with a set coupon rate (interest payment), that has been
packaged into various risk categories to meet specific investor needs

or risk profiles.

Underwriting is the process by which the lender decides whether an
applicant is creditworthy and should receive a loan.
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Yield is the income returned on an investment, such as the interest
received from holding a security. The yield is usually expressed as an
annual percentage rate based on the investment’s cost, current market
value, or face value. The gross yield of an investment is its profit before
taxes and expenses are deducted.

ICE BofA U.S. High Yield Index tracks the performance of U.S. dollar-
denominated corporate debt that is rated below investment grade and
publicly issued in the U.S. domestic market. This index includes bonds
with a fixed-coupon schedule and a minimum outstanding amount of
$100 million.

Credit Suisse Leveraged Loan Index tracks the performance of the
investable universe of U.S. dollar-denominated leveraged loans. These
loans are typically rated below investment grade and are used by
companies to finance various operations.

Bloomberg U.S. Aggregate Bond Index is a broad-based benchmark
that measures the performance of the U.S. investment-grade bond market.
This index includes a diverse range of fixed-income securities, such as:
Government Treasury securities, corporate bonds, mortgage-backed
securities (MBS), asset-backed securities (ABS), and municipal bonds. To
be included in the index, bonds must be of investment-grade quality, have
a fixed-rate coupon, and meet specific criteria regarding their issuance size
and maturity.

The Cliffwater Direct Lending Index (the “CDLI") seeks to measure the
unlevered, gross of fees performance of U.S. middle market corporate loans,
as represented by the underlying assets of Business Development
Companies (“BDCs”), including both exchange-traded and unlisted BDCs,
subject to certain eligibility requirements. The CDLI is an asset-weighted
index that is calculated on a quarterly basis using financial statements and
other information contained in the U.S. Securities and Exchange
Commission (“SEC”) filings of all eligible BDCs. Cliffwater believes that the
CDLI is representative of the direct lending asset class. The CDLI is owned
exclusively by Cliffwater, and is protected by law including, but not limited to,
United States copyright, trade secret, and trademark law, as well as other
state, national, and international laws and regulations. Cliffwater provides this
information on an “as is” and “as available” basis, without any warranty of
any kind, whether express or implied.

ICE BofA Index Information:

Source: ICE Data Indices, LLC (“ICE”), used with permission. ICE PERMITS
USE OF THE ICE BofA INDICES AND RELATED DATA ON AN “AS IS”
BASIS, MAKES NO WARRANTIES REGARDING SAME, DOES NOT
GUARANTEE THE SUITABILITY, QUALITY, ACCURACY, TIMELINESS, AND/
OR COMPLETENESS OF THE ICE BofA INDICES OR ANY DATA INCLUDED
IN, RELATED TO, OR DERIVED THEREFROM, ASSUMES NO LIABILITY IN
CONNECTION WITH THE USE OF THE FOREGOING, AND DOES NOT
SPONSOR, ENDORSE, OR RECOMMEND LORD ABBETT, OR ANY OF ITS
PRODUCTS OR SERVICES.

Bloomberg Index Information

Source: Bloomberg Index Services Limited. BLOOMBERG® is a trademark
and service mark of Bloomberg Finance L.P. and its affiliates (collectively
“Bloomberg”). Bloomberg owns all proprietary rights in the Bloomberg
Indices. Bloomberg does not approve or endorse this material or guarantee
the accuracy or completeness of any information herein, or make any
warranty, express or implied, as to the results to be obtained therefrom and,
to the maximum extent allowed by law, shall not have any liability or
responsibility for injury or damages arising in connection therewith.

Indexes are unmanaged, do not reflect the deduction of fees or expenses,
and are not available for direct investment.

This material is the copyright © 2025 of Lord, Abbett & Co. LLC.
All Rights Reserved.

Important Information for non-U.S. Investors

Note to Switzerland Investors: In Switzerland, the Representative is
ACOLIN Fund Services AG, Leutschenbachstrasse 50, CH-8050 Zurich,
whilst the Paying Agent is Bank Vontobel Ltd., Gotthardstrasse 43, CH-
8022 Zurich. The prospectus, the key information documents or the key
investor information documents, the instrument of incorporation, as well as
the annual and semi-annual reports may be obtained free of charge from the
representative. In respect of the units offered in Switzerland, the place of
performance is at the registered office of the representative. The place of
jurisdiction shall be at the registered office of the representative or at the
registered office or domicile of the investor.

Note to European Investors: This communication is issued in the United
Kingdom and distributed throughout the European Union by Lord Abbett
(Ireland) Limited, UK Branch and throughout the United Kingdom by

Lord Abbett (UK) Ltd. Both Lord Abbett (Ireland) Limited, UK Branch

and Lord Abbett (UK) Ltd are authorized and regulated by the Financial
Conduct Authority.

A decision may be taken at any time to terminate the arrangements made for
the marketing of the Fund in any EEA Member State in which it is currently
marketed. In such circumstances, Shareholders in the affected EEA Member
State will be notified of this decision and will be provided with the opportunity
to redeem their shareholding in the Fund free of any charges or deductions
for at least 30 working days from the date of such notification.

Lord Abbett (Middle East) Limited is authorised and regulated by the
Dubai Financial Services Authority (“DFSA”). The entire content of this
document is subject to copyright with all rights reserved. This research and
the information contained herein may not be reproduced, distributed or
transmitted in any jurisdiction or to any other person or incorporated in any
way into another document or other material without our prior written
consent. This document is directed at Professional Clients and not Retail
Clients. Any other persons in receipt of this document must not rely upon or
otherwise act upon it. This document is provided for informational purposes
only. Nothing in this document should be construed as a solicitation or offer,
or recommendation, to acquire or dispose of any investment or to engage in
any other transaction. Nothing contained in this document constitutes an
investment, an offer to invest, legal, tax or other advice or guidance and
should be disregarded when considering or making investment decisions.

Note to Singapore Investors: Lord Abbett Global Funds | plc (the
“Company”) and the offer of shares of each sub-fund of the Company do not
relate to a collective investment scheme which is authorized under Section
286 of the Securities and Futures Act, Ch. 289 of Singapore (“SFA”) or
recognized under Section 287 of the SFA, and shares in each sub-fund of
the Company are not allowed to be offered to the retail public. Pursuant to
Section 305 of the SFA, read in conjunction with Regulation 32 of and the
Sixth Schedule to the Securities and Futures (Offers of Investments)
(Collective Investment Schemes) Regulations 2005 (the “Regulations”), the
Lord Abbett Global Multi-Sector Bond Fund, the Lord Abbett High Yield
Fund, the Lord Abbett Short Duration Income Fund, the Lord Abbett Ultra
Short Bond Fund, the Lord Abbett Climate Focused Bond Fund, the Lord
Abbett Emerging Markets Corporate Debt Fund and the Lord Abbett Multi
Sector Income Fund have been entered into the list of restricted schemes
maintained by the Monetary Authority of Singapore for the purposes of the
offer of shares in such sub-funds made or intended to be made to relevant
persons (as defined in section 305(5) of the SFA), or, the offer of shares in
such sub-funds made or intended to be made in accordance with the
conditions of section 305(2) of the SFA. These materials do not constitute an
offer or solicitation by anyone in Singapore or any jurisdiction in which such
an offer or solicitation is not authorized or to any person to whom it is
unlawful to make such an offer or solicitation.
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Note to Hong Kong Investors: The contents of this material have not been
reviewed nor endorsed by any regulatory authority in Hong Kong. An
investment in the Fund may not be suitable for everyone. If you are in any
doubt about the contents of this material, you should consult your
stockbroker, bank manager, solicitor, accountant or other financial adviser for
independent professional advice. The Fund is not authorised by the
Securities and Futures Commission (“SFC”) in Hong Kong pursuant to
Section 104 of the Securities and Futures Ordinance (Cap 571, Laws of
Hong Kong) (“SFO”). This material has not been approved by the SFC in
Hong Kong, nor has a copy of it been registered with the Registrar of
Companies in Hong Kong and, must not, therefore, be issued, or possessed
for the purpose of issue, to persons in Hong Kong other than (1) professional
investors within the meaning of the SFO (including professional investors as
defined by the Securities and Futures (Professional Investors) Rules); or (2) in
circumstances which do not constitute an offer to the public for the
purposes of the Companies (Winding Up and Miscellaneous Provisions)
Ordinance (Cap 32, Laws of Hong Kong) or the SFO. This material is
distributed on a confidential basis and may not be reproduced in any form or
transmitted to any person other than the person to whom it is addressed.
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