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ANDY D’SOUZA: Welcome back to The Investment
Conversation. I'm Andy D’Souza, partner and chief marketing
officer here at Lord Abbett. As part of our 2025 Midyear
Investment Outlook, we're going to talk with our investment
leaders about key themes for the markets in the second half of
the year across equities, municipal bonds, taxable fixed
income, and private credit.

Today, I'm going to speak with our head of private credit, Steve
Kuppenheimer, who's a partner at Lord Abbett. Steve, glad to
have you here today.

STEVE KUPPENHEIMER: Glad to be here, Andy.

D’SOUZA: Steve, last December on the podcast you and |
discussed the dynamics of the alternative asset class of direct
lending. And since then, the market continues to evolve and it's
definitely different than it was then today. There’s been a lot of
questions around the impact of higher rates on direct lending,
some uncertainty over the level of growth expected in the
second half of 2025. Could you just talk to us a little bit about
the environment today compared to maybe six months ago or
even a year ago, and how competitive landscape has changed
in that time?

KUPPENHEIMER: Happy to, and maybe we can talk about
what is the same or similar as it was half a year ago and what'’s
different. Probably most notably we should talk about
“Liberation Day” [the April 2 tariff announcement by the White
House]. That’s probably the most notable event for most
markets over the last half a year, and we can talk about what
the impact of that has been on the direct lending markets.

Overall, maybe like other products, | think we saw an initial
surprise and some volatility in the direct lending markets, and /'l
define that shortly because that term manifests itself differently,
I think, in a lot of alternative asset classes.

And then, up until now, since Liberation Day you’'ve seen
moderation of that volatility in largely a retracing of steps back
to where things were kind of pre-Liberation Day. But that’s an
oversimplification. | think we should unpack that a little bit.

So, first of all, in terms of when you have a market surprise
similar to that in the private credit markets, the first thing that
happens is the markets really just kind of slow down. So, if in
the liquid markets you’re able to see prices widen out before
your eyes, in the more private markets, the deals that are trying
to come to market at that time tend to just go on hold.

And the market participants say, “We don’t know the impact of
this announcement or this policy change. Why don’t we just go
pencils down for a while and see where things go?”
Interestingly in this case, that didn’t last very long. | would say
for a couple of weeks that was the impact, but pretty quickly
you started seeing sponsors and potential borrowers testing
what was possible to do, even shortly after Liberation Day.

And, of course, what is the question then? The question is
what is the impact of tariffs on a given potential borrower’s
financial ecosystem, and how would that impact you as a
potential lender to that company? And there were some strong
companies that had, let’s say, not that much exposure to
manufacturing, not that much exposure to manufacturing
outside of the U.S.

That made a strong case for coming to market. And you saw
deal flow return, | would say, fairly rapidly. You did see some
spread widening and, again, there’s more nuances than that in
the private credit markets. It's not just all about price.

Now, let’s talk about what’s similar over the last six months. |
would say we remain in a slower deal environment. And so,
when we spoke last time, | think we talked about how the
market was anticipating a material increase in deal volumes
post-January 1 with the new administration.

And | think this is old news at this point, the new administration
surprised the world, really, with some of its policies around
tariffs, and that’s actually had a chilling effect on markets, at
least in the short run. And that continues today. We were
always of the mindset that the deal activity wouldn’t really thaw
on the lending side until the third or fourth quarter.
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We remain of that mindset. In fact, I'd probably push it out a quarter,
and we’d say it's probably the fourth quarter. And the reason why |
say that, Andy, is once owners of enterprises decide that the water’s
nice and they want to explore really executing on a strategic
transaction, whether that’s selling or whether that’s buying a
competitor or some other strategic transaction that requires capital,
they then start to talk internally, then they bring in advisors like
investment banks, then they start to talk to potential equity
counterparties.

That’s all before they get to the lending side of that. So now | do
think the market is showing some calmness. | do think people are
coming back to the table. We're already starting to see that in our
pipeline, and | know the market is probably seeing similar things.
But | still think a real thawing out is probably closer to the end of
this year.

D’SOUZA: When we spoke last time, there were a lot of articles in
the press around the rebirth of M&A [corporate mergers and
acquisitions], or the M&A waking back up again going into the new
year, the new administration coming into play. Are you saying this
was not manifesting itself or not showing itself even before
Liberation Day?

KUPPENHEIMER: No, | think Liberation Day did change that. |
think that it was just taking some time, but it's a fair question. |
would say what the markets want most is certainty or comfort,
predictability. And | think starting in January, again, the owners of
companies who make the decisions about to do these transactions
or not, they were coming back to the table, they were exploring
things in earnest.

But that does take a little while to kind of flywheel and turn into
executable transactions, and it was kind of in that time period that
the change in policy on tariffs occurred. And | think it kind of brought
volatility and uncertainty back and delayed deal flow.

Now let me talk about why that’s a positive as an investor in the
space. | think we kind of needed some volatility. In fact, I'm hopeful
for a little bit more, to be honest with you. Not that | want more
tariffs, but | do think that the credit markets have been benign for an
extended period of time, and that tends to lead to less differentiation
in pricing of risk.

It tends to lead to a little bit less discipline on what deals get done in
the market, because there’s less of a fear element so you have more
capital that maybe doesn’t specialize in private lending trying it out.
And so, with some volatility (and we did see this in the wake of
Liberation Day even though it wasn’t long-lasting, at least not yet)
you did some more discipline being brought back on pricing.

So, deals getting priced with different levels of spread, more
reflective of their risk profile. And you have seen kind of some of the
more “tourist” participants maybe being slower to participate. So, |
think it's been healthy and that’s kind of the good side of this.

D’SOUZA: Gotcha. And if you go back to your experience (and we
talked on our last podcast about your experience during the

financial crisis), you’ve seen a lot of different episodes of volatility in
the markets, and the market has evolved since then. Obviously, we
can talk about that. But how would you sort of put this in
perspective to historical volatile times in the marketplace, what
we’ve seen in the last few months?

KUPPENHEIMER: I'd say it's very moderate. And all these events
are differentiated from each other. They’re hard to categorize, but |
would still say it's a pretty moderate outcome. If you look at the U.S.
economy overall, somewhere around 65% to 70% of the companies
in our economy are service-based, which isn’t really the focus of the
tariffs to begin with.

So, the tariff is really focused on manufacturing. You’re already
talking about a smaller subset of our economy historically. So, you
could look at your portfolio or look at a new opportunity from that
lens, and ask yourself, “is this something that’s really going to be
materially impacted by this change in tariff policies?”

And it’s not as simple as just what does this company do, because
they might have suppliers, or they might have customers that are
going to have, in effect, less U.S. dollars to spend, or have more
tariff-impacted dollars. And so, it’s a nuanced analysis.

But | do think one of the differences here is that you can kind of look
at things as service versus manufacturing type companies, and
that’s one of the kind of bigger differentiations you can make right
away. I'd also say in terms of the timing of the uncertainty, again, we
have to give everything a grain of salt here because this is still a
moving situation, but it does seem like the peak of the volatility was
not as long-lived as other cases.

If we look at COVID, for example, which was not an immediate clear
economic cycle, but resulted in a pullback of economic activity and
fear that then had an economic outcome, | think that the fear there,
longer standing and potentially deeper impact. But even there you
could see that as, in my mind, more of a test of volatility and liquidity
than it was a real credit cycle.

D’SOUZA: If you think about the market in terms of payment in
kind, or PIK, in the market these days, everyone sort of quotes
those percentages and they say they’re going up versus historical
levels, and maybe some people say it's a bad thing or a negative
thing or something to watch out for. What'’s your take on PIK these
days, and how do you kind of define that and think about it?

KUPPENHEIMER: Well, PIK is simply, as you mentioned, payment
in kind, so it’s an investor capitalizing some or all of their interest.

So they don’t make all of their interest payment in a given quarter
and the amount that they don’t make gets added to their principal,
and so they’re then paying interest on a higher principal amount
over time.

It’'s generally a credit negative. It shows that the company’s tight on
liquidity, otherwise why wouldn’t they be paying their interest down?
But there’s some examples of companies, let’s say, a high-growth
software so that’s got a terrific product, terrific customer base that is
growing, but they may be pre-profitability, that’s a case of a
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company that you may be excited about as a lender and
intentionally want to scale the amount of interest they have to pay
you currently as they kind of grow into the loan.

But that is more the exception than the rule. In general, a company
not being able to pay all of its promised interest currently is a sign
of maybe a liquidity issue or some sort of stress, especially if it's
happening post-closing. | think why you're hearing about it now is
the amount of PIK outstanding in existing portfolios has crept

up some.

D’SOUZA: What do you mean outstanding?

KUPPENHEIMER: So, if you look at existing portfolios of direct
lending that are visible because they’re in publicly filed companies
like BDCs [business development companies], and so they have
some visibility to them, you're seeing the percentage of those
portfolios that have some PIK element increase.

D’SOUZA: So maybe a question then, in general terms, very vague
numbers, but what percent of these middle market loans would
have PIK ability in the documents that maybe haven’t necessarily
utilized them, or some do, some don’t? But, generally speaking, are
those terms that everybody has access to when they’re working
through the documents?

KUPPENHEIMER: No, | don’t think so. | think this is another topic
that correlates with the large end of the private credit markets
versus the traditional kind of part of the middle markets where it’s far
less common for a company with $50-$60 million of EBITDA
[earnings before interest, taxes, depreciation and amortization] to
have PIK ability than it is for a company that’s got hundreds of
millions of EBITDA and they’re deciding between borrowing money
from the liquid markets or from the private markets, and if the
private make solution’s going to win out it will have to compete on
structure, including PIK ability. And so, it tends to be more weighted
towards that end of the market, but not entirely so.

D’SOUZA: Got it. And so, | think we’ve seen, similar to your point,
public filings of investments that have gone more upscale or
upmarket in terms of the EBITDAs that they’re dealing with, that’'s
maybe one reason why you’re seeing a higher level of PIK in the
marketplace overall, roughly speaking.

KUPPENHEIMER: Yeah, | think so, and | think it really correlates to
if you look at the last few years of investment activity, what that has
been bunched around. So as COVID thawed out, so getting
towards the end of 2020 and throughout 2021, there was really an
enormous amount of private lending, corporate lending that
occurred at that time, and base rates were extremely low, as you'll
remember. They were 25 basis points, roughly.

And so, you saw an immense amount of lending, and this is all
lending on a floating rate basis, and those loans have a six- or
seven-year legal life. So, the loans were made when LIBOR or
SOFR was 25 basis points, and then you had those rates go up
by 500 basis points during the life of the loan. And that's why |
think you're starting to see an increase in PIK today. Tends to be in
those more legacy loans that were underwritten at a much lower
base rate environment.

D’SOUZA: So, this is effectively one of the outcomes or outputs of
your idea of more differentiation in the marketplace as things get a
little more difficult?

KUPPENHEIMER: | think that’s right, Andy. | think that as the
credit cycle continues to evolve, that is really where | think you'll see
differentiation in portfolios and across managers. That'’s really where
the discipline of underwriting will come to the fore.

D’SOUZA: Yeah, because to your point, you saw pretty substantial
increase in those rates that they’re paying in terms of the borrowed
funds. Are there other signs that concern you or that give you
comfort in the marketplace these days as we're going through the
cycle here?

KUPPENHEIMER: Well, certainly | think that the performance that
you'’ve seen for years now, including post-COVID, has really held
up. And then I'll talk about things that do concern me. But | would
say if we start very big picture, if you look at the visible total returns
across the direct lending market, they’ve been stable, and they’ve
largely held up.

That doesn’t mean there’s not reasons to be concerned, but you'd
be remiss not to focus on that. | don’t think there’s enough kind of
statements to that effect where the actual performance of the
product overall has been very stable and very strong.

But now, if we want to talk about things that concern us, | think PIK
is one. LME, liability management exercises, something else you
and | have talked about in the past. | think that's another one, and
it’s another kind of nuanced topic.

D’SOUZA: Anything in LME these days? | know there seems to
always be sort of this cat-and-mouse game where things pop up
and there’s other ways to sort of get around things or to interpret
certain things in clauses and documents. Is there anything new or
newer these days that’s coming up in the LME conversation?

KUPPENHEIMER: It's always evolving, to your point, Andy. | would
say a couple developments that | touch on, one, the U.S. Fifth
Circuit Court overturned the Serta bankruptcy structure on New
Year’s Eve of 2024, of all days. And there’s been one or two other
court cases that have been minority-lender friendly.

There’s also been one or two court cases that are majority-lender
friendly. But that case law is helpful because it does bring some
more clarity and maybe rules of the road that just didn’t exist before.
So, to me, the most notable dynamic there is how we’ve always
viewed LME, which is you can’t look at it as a negative surprise.

| think the press around LME over the last several years has been
really describing what is a negative surprise. So, lenders thinking
that they’re all at the same level, some of them learning that all of a
sudden they’re not at the same level and not expecting that.

And in the early days of this (and this is another kind of child of
COVID and the larger borrowers being able to get more document
flexibility in order to issue a private loan), but you’ve seen | think now
more intent around LME.

What | mean by that is | think now there’s more certainty around
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what language you need to have or not have to have protections
and it's now being more specifically negotiated for. Versus before |
think there was a little more of a “gotcha” element, a little bit more of
a negative surprise, as | mentioned before. And | do think as there’s
more rulings, as there’s more negotiation, you are seeing more
discipline and maybe more kind of clear lines in the sand.

D’SOUZA: So, a little more eyes wide open going into--
KUPPENHEIMER: | think so--

D’SOUZA: --the process here. Again, the Serta Fifth Circuit
outcome, to the listener at home or to most people on the planet,
what'’s the key takeaway there in your mind, if someone said, “What
does that actually mean for the market?” You kind of went through it
a little bit there, but if you had to give a quick takeaway from, “What
happened on New Year's Eve was really relevant and important to
the private credit market because--"

KUPPENHEIMER: Well, | think I'd answer it in two ways. If | try to
keep it big picture, to your point, of kind of a broad audience, | think
that what it means is the courts will look at the spirit of the
agreement more. And if the spirit of the agreement is that these
lenders are supposed to be treated equally, they’re looking for a
reason to reach that conclusion.

At the same time, it was a specific ruling having to do with a specific
provision in the Serta documents about a market transaction. But |
think that’s, in a way, the more nuanced point that isn’t the main
takeaway. | think the main takeaway is that there is a view towards
operating within the spirit of the documents and the notion that
these lenders are supposed to be treated equally.

D’SOUZA: Thank you. We also have touched on over time the
relationship between the banks and private lenders. Has that
evolved or changed at all in the last six months?

KUPPENHEIMER: | don’t think in the last six months it’s changed
much, Andy, but always happy to touch on this topic. | think it
continues to be a very collaborative space despite some of the
articles that | see that talk about direct lending taking market share
away from banks and banks fighting it.

| think that that’s true on the margin, but largely what you see in the
direct lending space is lending that is not terribly bank-friendly on its
own that is better suited to be out of depositors’ hands and more
into kind of real risk-takers’ hands in the form of private credit funds,
BDCs, other types of structures.

And at the same time, the banks have remained extremely relevant
to the space by being the financing counterparty for the strategy. So
they’re, in effect, in a diversified second loss position, and | think
that that is incredibly bank-friendly on a risk adjusted basis for the
bank balance sheets. You are seeing some of them now have more
dedicated capital for the larger direct lending deals as well, and
that’ll be interesting to see how that plays out. But largely, it remains
a pretty collaborative relationship overall.

D’SOUZA: Let’s talk about the Fed [U.S. Federal Reserve].
KUPPENHEIMER: Let’s do it.

D’SOUZA: All right. So, the market expects some [rate] cuts later
this year, at this point in time at least, right? How does the prospect
of lower rates affect current deals that are in process now, and just
your thoughts overall there”?

KUPPENHEIMER: So, | guess a couple of things. So, | look at
rates for this strategy more as a symptom or an outcome of the
overall health of the economy (in other words, more of a macro
[consideration]), rather than, “is that going to make specific portfolio
management decisions different?”

And | think I’'m answering your question, but what | mean by that is
this is a strategy that is typically modestly levered, and the leverage
that is used is typically floating rate itself. So, you're kind of match
funded. So, if rates go down, your portfolio is floating rate loans
generally, so they adjust.

The debt that we borrow to finance our strategy is also floating rate,
so it adjusts with it. And so we’re not really looking to time rates in
the strategy generally. That being said, like | said before, rates as
indicator of economic activity and health are relevant and we do
kind of look at it tends to be a lagging or rearward-looking indicator,
but it can have a forward impact. So, if rates are cut lower, optimism
around future economic activity goes up. If rates are frustratingly
high, then our underwriting case might be a little bit different.

D’SOUZA: We still hear a lot about the constant convergence in the
marketplace--

KUPPENHEIMER: Of course--

D’SOUZA: --and it continues to evolve, as this market does, and
we keep saying that. A number of borrowers are staying private
longer or toggling between the two, in some cases, tapping both
markets at the same time, even as part of the same issuance. Is the
trend getting stronger? Is it changing at all? What do you see here?

KUPPENHEIMER: | think it’s only getting stronger, and | think what
is happening is | think two pretty distinct markets, even though there
is convergence-- and so maybe I'll use the word differently here in
that | think private investing and capital markets tools, whether it's
direct lending or ABF [assert-backed finance] or real estate, other
private products you’re aware of, those evolving in terms of the
capital base they have, the sophistication of the structures, the
flexibility they can provide to potential borrowers, that’s going one
direction, which is increasing.

And | think that the traditional liquid solutions to large borrowers are
still very effective, and when capital markets are hot, | think that will
be the lean, but, as you’ve seen in the markets, not all the time. |
think what issuers are seeing is flexibility, customization,
confidentiality from private solutions is worth a premium.

How much exactly it’s worth is debatable and evolving, but it is
something where | think every issuer, if they can, wants to be
relevant in both markets, because why wouldn’t you want to be?
You always want to have more tools than not in your tool shed,
depending on what happens.

| think a lot of issuers saw COVID where the liquid markets went
away, just did not exist, and when | say did not exist, | mean for new
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issuance. Of course, for secondary trading they were around, even if
they were kind of gapped out. But the new insurance market was
closed for a couple of quarters.

But the private markets kind of filled that gap and | think large
companies saw that. And even if today the capital markets are
doing great, why wouldn’t you want to be relevant in the private
markets too? So, | think that that thinking is going to continue. |
think that the capital formation around private strategies is going to
continue, and you’ll continue to see that evolve.

Now, if you look at the historic private direct lending markets, which
really are defined by lending money to companies that aren’t large
enough to have access to the capital markets, that is still kind of
what it has always been. So that is defined by thousands upon
thousands of companies, hundreds to over 1,000 different private
equity firms that are relevant in this space, and those companies
that really kind of need private solutions.

It's a competitive space, of course, but you’re seeing a ton of
targets, a ton of potential borrowers, and really needing private
solutions rather than having access to all solutions. So, I'd compare
that kind of historic market, which largely remains with that dynamic,
to the largest end of the market where what you're really seeing is
more and more sophistication on the lending and the borrower side.
And | think that’s going to continue to see product evolution and
continued convergence, to your question.

D’SOUZA: | know you and | were at the [the 2025 Milken
Institute Global Conference] recently in Los Angeles and you were
on a panel.

KUPPENHEIMER: Yeah. You didn’t stay for my panel--

D’SOUZA: Well, I've got things to do, but it was great. But at
Milken recently in Los Angeles, that’s kind of where Lord Abbett got
its start in many ways, in leveraged finance in the early ‘70s, and
you joining the firm relatively recently as opposed to the ‘70s--

KUPPENHEIMER: Absolutely.

D’SOUZA: --you’ve seen a lot of deals come across your desk
now, your team. How's the reception been in terms of when you're
engaging with these companies and they’re seeing you as part of a
broader ecosystem within Lord Abbett itself, and not just one type
of solution provider but multiple potentially?

KUPPENHEIMER: It's been tremendous, Andy. And | think the
reception’s been stronger than anticipated and maybe more so than
the number of years we've been in leveraged finance. | think the
reputation of the firm in the space as scaled, sophisticated, patient
money has really served us tremendously well.

Because to your point, most private equity firms or most companies
explore both the liquid and the private markets, depending on the
given situation. So now they have this firm that they’ve been
working with for decades on the liquid side.

Our team brings a lot of historic relationships, so hopefully they see
us in a similar way. And that’s really had a magnified impact where,
again, to your point, they can look at us as more of a one-stop

shop, the type of capital, the type of counterparty they want to have
in their deals. It's been flattering. The reception’s been very positive.

D’SOUZA: Steve, we've talked a bit about the advantages for a
CFO or a company in issuing in the public versus the private
markets. What about for the investor themselves who wants to get
access or exposure to the private markets? What type of things are
they receiving by investing in private credit?

KUPPENHEIMER: So, great question. In some ways it’s the same
as it's ever been, and in some ways, | think the product evolution
has brought some new angles. So, what’s always been the case is
it’s delivered a higher risk-adjusted return in terms of yield and total
return versus other parts of the fixed income markets.

And what do we mean by that? What we mean is a higher kind of
current yield with less price volatility historically. And it continues to
do that. In terms of the people that allocate to it, | think allocating
away from high yield or cash, not entirely but as a diversifier to those
things, it’s been accretive there over time.

Historically, the give-up in liquidity to do that was greater than it is
today. So historically, the structures involved kind of private
equity-like, multi-year commitment, long-term drawdown structures,
or they involved a private-to-public BDC that started its life as a
long-year multi-commitment private structure but then turned into a
listed equity.

But now with the evolution of more of these semi-liquid products,
like private BDCs or interval funds, you’re seeing more immediate
liquidity available. It is limited but it is better than it was, let’s say, 10
years ago, and you’re continuing to get that diversifying impact with
more stability and higher yields.

| would say what'’s different in today’s market is returns in the
[private credit] space, because of base rates being higher, are really
higher than they were historically for a lot of the growth of the
product. And now base-case returns are competitive with private
equity allocations.

And when you look at private equity (which is, obviously, equity, so
bottom of the capital structure, doesn’t pay a current dividend,
long-term locked up money), and you compare that to [receiving a]
current dividend with no J-curve, meaning your money gets
deployed more immediately, and you have at least more near-term
liquidity, it’s starting to be compared favorably there as well.

D’SOUZA: Got it. So just to summarize a few points here, and if
I've got them right, let me know, or if | don’t--

KUPPENHEIMER: I'll also let you know--

D’SOUZA: --don’t let me know. A couple things here to summarize.
Number one, the slowdown in deal activity coming into the New
Year here, and then when the tariffs came out in the news, that kind
of maybe further put some confusion in the marketplace, which may
just push out some of that decision-making we talked about.

But, overall, the volatility’s not been a bad thing that’s introduced in
the marketplace. In your mind, it actually is a good way to sort of
separate a little bit of the wheat from the chaff and say, you know
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what, there’s always been or there had been recently maybe less
differentiation among some of those borrowers out there, where now
it sort of becomes more and more plain to see that.

KUPPENHEIMER: Yeah, agree.

D’SOUZA: One manifestation of that might be the idea of PIK
interest, in some sense. And you’re saying, in general terms, it's a
credit negative. There are some examples where it can be used
appropriately, but not always. But more likely than not it’s not
necessarily a great thing to see PIK increasing overall in the
marketplace.

However, again, the idea the economy is aimost 70%, you said,
roughly service-based, so how do tariffs affect the market? It
depends on what part of the market you're talking about. Total
returns overall have still been stable in this asset class, despite all the
short-term and near-term volatility.

When it comes to liability management exercises, LMEs, as you
mentioned, there have been some recent big decisions by the Fifth
Circuit Court on New Year’s Eve [2024] around Serta. And effectively,
the bottom line there was the courts now look more at the spirit of
the law or factor that more into it as opposed to just the letter of the
law. So hopefully, again, all participants going into these things a little
more eyes wide open, and a little more realization that, let’s have a
discussion about these things, there’s less of a surprise factor--

KUPPENHEIMER: Right, | think there’s--
D’SOUZA: --| think is what you said.
KUPPENHEIMER: --more on the table.
D’SOUZA: Got it.

KUPPENHEIMER: Just on top of the table, yeah.

D’SOUZA: As far as the banks in the system are concerned, it’s still
a game of cooperation, not necessarily a convenient game working
with the banks and the private lenders here. With the Fed, you’re not
looking at time rates, and, as you mentioned in your comments,
there’s sort of not as much exposure to rate movements up or down
in the private credit markets for you. And for convergence, overall, it
is still happening at rapid speed and not just in direct corporate
lending but also in private ABF and other parts of the private
markets.

And then, finally, the idea that as an investor, and especially maybe a
high net worth retail investor, you now have an evolution of not just
the marketplace but also the access points or the structural vehicles
to get access to these products in a way that gives you, relatively
speaking, all things equal, elevated yields, lower volatility, low
correlation, and just, again, access to an asset class that, historically
speaking, was not something you could as sort of a more, again,
high net worth or ultra-high net worth investor. Is that all pretty
accurate?

KUPPENHEIMER: That’s all very accurate. And I'd say part of all
this is you're really seeing a maturing product and a maturing
strategy. And that also occurs to the benefit of investors because |
think it puts more pressure on fees and brings more transparency
and more of a notion of best practices to the space as well.

D’SOUZA: Awesome. Well, Steve, thanks again for your time today.
| appreciate it. Always a pleasure talking to you.

KUPPENHEIMER: Likewise, Andy, thank you.

D’SOUZA: This has been The Investment Conversation podcast.
Thank you all for listening.
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GLOSSARY OF TERMS USED IN THIS BROADCAST

Asset-based lending is the business of loaning money in an
agreement that is secured by collateral. An asset-based loan or line
of credit may be secured by inventory, accounts receivable,
equipment, or other property owned by the borrower.

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.

Debt covenants are restrictions that lenders (creditors, debt
holders, investors) put on lending agreements to limit the actions of
the borrower (debtor).

EBITDA refers to a company’s earnings before interest, taxes,
depreciation, and amortization.

A financial sponsor is a private equity investment firm, particularly a
private equity firm that engages in leveraged buyout transactions.

A J-curve is a trendline that shows an initial loss immediately
followed by a dramatic gain.

Liability management exercises (LMEs) have been used by
companies ahead of forthcoming maturities to reduce or manage
their overall debt burden by way of tender offers (or debt buybacks)
and exchange offers, allowing creditors to exchange their existing
instruments for instruments with longer dated maturities and/or with
other amended terms.

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

An interval fund is a pooled investment vehicle that offer limited
liquidity when compared to an open-end mutual fund. On a
periodic basis, typically quarterly, interval funds offer to repurchase a
limited number of outstanding shares, as set forth in the fund’s
prospectus.

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.

Payment-in-Kind (PIK) bonds are a type of debt instrument where
the interest payments are made in the form of additional bonds
rather than cash. This allows the issuer to defer cash interest
payments, which can be attractive for companies in a cash-
constrained situation.

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.

Serta decision: On December 31, 2024, the United States Court of
Appeals for the Fifth Circuit (the “Fifth Circuit” or the “Court”) held
that the “sacred” rights of lenders to pro rata payment under the
Serta Simmons Bedding, LLC (“SSB”) credit agreement prevented a
non-pro rata exchange of participating lenders’ existing debt for
“new” super priority debt.

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.

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.

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.

Yield curve is a line that plots the interest rates, at a set point in
time, of bonds having equal credit quality, but differing maturity
dates. One such comparison involves the two-year and 10-year
U.S. Treasury debt. This yield curve is used as a benchmark for
other debt in the market, such as mortgage rates or bank lending
rates. The curve is also used to predict changes in economic output
and growth.

References to long-term performance of the private credit market
are based on the Cliffwater Direct Lending Index, which 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.

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 broadcast has been obtained
from third party sources and such information has not been 7
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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.

Certain information contained in the broadcast constitutes “forward-
looking statements,” which can be identified by the use of forward-
looking terminology such as “may,” “will,” “should,” “expect,”
“anticipate,” “project,” “estimate,” “intend,” “continue,” or “believe,”
or the negatives thereof or other variations thereon or comparable
terminology. Due to various risks and uncertainties, actual events,
results or actual performance may differ materially from those
reflected or contemplated in such forward-looking statements.
Nothing contained in the broadcast may be relied upon as a
guarantee, promise, assurance or a representation as to the future.

» o«

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 by the Lord Abbett speaker are
those of the speaker as of the date of the broadcast, 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 speaker can be
responsible for any direct or incidental loss incurred by applying any
of the information offered.

The information in this broadcast does not constitute a distribution,
an offer, an invitation, a personal or general recommendation or
solicitation in any jurisdiction. This presentation 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 recording may not be reproduced in whole or in part or any
form without the permission of Lord Abbett. Lord Abbett mutual
funds are distributed by Lord Abbett Distributor LLC.

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

Lord, Abbett & Co. LLC | 30 Hudson Street | Jersey City, NJ 07302-4804 | T 1.888.522.2388 | lordabbett.com

Copyright © 2025 by Lord, Abbett & Co. LLC/Lord Abbett Distributor LLC. All rights reserved.

NOT FDIC INSURED-NO BANK GUARANTEE-MAY LOSE VALUE



