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Private Credit: Consistency is Key

BRETT GRAFFY, CAIA, SENIOR RESEARCH ANALYST

Private credit has generated positive or flat returns throughout the economic cycle

Expansion: Late Cycle Cooling:
Manufacturing ISM > 50 & Rising Manufacturing ISM > 50 & Falling
U.S. High Yield 2.6% U.S. High Yield 1.5%
U.S. Leveraged Loans 1.8% U.S. Leveraged Loans 0.9%
U.S. Direct Lending 2.8% U.S. Direct Lending 2.4%
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Recession: Turnaround:
Manufacturing ISM < 50 & Falling Manufacturing ISM < 50 & Rising
U.S. High Yield -1.5% U.S. High Yield 9.4%
U.S. Leveraged Loans -1.9% U.S. Leveraged Loans 8.1%
U.S. Direct Lending 0.0% U.S. Direct Lending 2.6%
-2.0% -1.0% 0.0% 1.0% 2.0% 0.0% 2.0% 4.0% 6.0% 8.0%  10.0%

Source: J.P. Morgan Asset Management, Institute for Supply Management, Bloomberg, Barclays, Credit Suisse, Cliffwater. U.S. HY:
Bloomberg Barclays U.S. Aggregate Corporate High Yield, U.S. leveraged loans: Credit Suisse Leveraged Loan Index, U.S. direct
lending: Cliffwater Direct Lending Index. All returns are from 12/31/2004 through 6/30/2021, except for U.S. direct lending which is
through 3/31/2021. Data is based on availability as of August 31, 2021

We are all familiar with adages like “consistency is the key to success” and “excellence is mundane”. For private
credit, consistent returns achieved in a straightforward way bring these statements to life. Recent data' has
shown that from 2004 to 2021, U.S. private credit has generated positive or flat performance throughout the
economic cycle — from expansion, to late cycle cooling, through a recession and into a turnaround. The same
cannot be said for U.S. high yield and leveraged loans, which have historically contracted during recessionary
periods. Private credit has outperformed both high yield and leveraged loans during expansionary and late cycle
stages, only underperforming in the turnaround phase when the ISM Manufacturing Index is less than 50 and
rising. The straightforward, perhaps ordinary nature of these loans, loans to businesses from non-bank lenders,
makes the asset class even more interesting in our opinion. Marquette advocates allocating to private credit in
order to capture two premiums — yield premium and structure premium — which are especially compelling in
today's low interest rate environment. Moreover, the data shown in the chart above gives quantifiable evidence
that the asset class is also a solid diversifier to a traditional fixed income allocation. We continue to find attractive
managers and strategies in the market for investors who already have a dedicated private credit allocation and
would be happy to further discuss with others interested in the space.®

"https://am.jpmorgan.com/content/dam/jom-am-aem/global/en/insights/market-insights/guide-to-alternatives/mi-guide-to-alternatives.pdf
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Marquette Associates, Inc. (“Marquette”) has prepared this document for exclusive use by the client or third party for which it was prepared. The information
herein was obtained from various sources, including but not limited to third party investment managers, the client’s custodian(s) accounting statements,
commercially available databases, and other economic and financial market data sources.

The sources of information used in this document are believed to be reliable. Marquette has not independently verified all of the information in this document
and its accuracy cannot be guaranteed. Marquette accepts no liability for any direct or consequential losses arising from its use. The information provided
herein is as of the date appearing in this material only and is subject to change without prior notice. Thus, all such information is subject to independent
verification and we urge clients to compare the information set forth in this statement with the statements you receive directly from the custodian in order to
ensure accuracy of all account information. Past performance does not guarantee future results and investing involves risk of loss. No graph, chart, or formula
can, in and of itself, be used to determine which securities or investments to buy or sell.

Forward looking statements, including without limitation any statement or prediction about a future event contained in this presentation, are based on
a variety of estimates and assumptions by Marquette, including, but not limited to, estimates of future operating results, the value of assets, and market
conditions. These estimates and assumptions, including the risk assessments and projections referenced, are inherently uncertain and are subject to
numerous business, industry, market, regulatory, geopolitical, competitive, and financial risks that are outside of Marquette’s control. There can be no
assurance that the assumptions made in connection with any forward looking statement will prove accurate, and actual results may differ materially.

The inclusion of any forward looking statement herein should not be regarded as an indication that Marquette considers forward looking statements to be
a reliable prediction of future events. The views contained herein are those of Marquette and should not be taken as financial advice or a recommendation
to buy or sell any security. Any forecasts, figures, opinions, or investment techniques and strategies described are intended for informational purposes
only. They are based on certain assumptions and current market conditions, and although accurate at the time of writing, are subject to change without
prior notice. Opinions, estimates, projections, and comments on financial market trends constitute our judgment and are subject to change without notice.
Marquette expressly disclaims all liability in respect to actions taken based on any or all of the information included or referenced in this document. The
information is being provided based on the understanding that each recipient has sufficient knowledge and experience to evaluate the merits and risks of
investing.

About Marquette Associates

Marquette was founded in 1986 with the sole objective of providing investment consulting at the highest caliber of service.
Our expertise is grounded in our commitment to client service — our team aims to be a trusted partner and as fiduciaries,
our clients’ interests and objectives are at the center of everything we do. Our approach brings together the real-world
experience of our people and our dedication to creativity and critical thinking in order to empower our clients to meet their
goals. For more information, please visit www.MarquetteAssociates.com.
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