Private Debt

Positive Outlook for Private Debt

We expect a robust deal market in 2025 driven by falling rates and higher M&A volumes.

Spreads for new private debt originations contracted for the sixth consecutive time in the third quarter, pressured by increased
competition for deals. Continued pressure on spreads is a factor that underscores the need for a focus on downside protections, tight
documentation, and high selectivity. We are encouraged by meaningfully higher M&A activity in the third quarter and expect to see a
robust deal market in 2025 driven by the prospect of falling rates and higher M&A volumes.

Sector Commentary

= Spread compression continues to manifest across all deal sizes,
driven by increased competition for deals. While private debt
spreads have tightened, levels remain attractive relative to the
broadly syndicated market.

= Covenant-lite deals are on the rise. Nearly 24 percent of all
direct lender deal activity reviewed lacked traditional financial
maintenance covenants, compared to just 12 percent for the
entirety of 2023. We remain focused on sourcing deals with
downside protections for our clients.

= We anticipate increased dispersion of returns among private
credit managers, largely due to higher rates and default levels,
highlighting the importance of strong credit selection.

= Leveraged buyout volume increased in the third quarter amid
optimism about Fed policy, more agreement among sponsors on
valuations, and continued pressure to return capital to investors.

While private debt spreads

have tightened, levels remain
attractive relative to the broadly
syndicated market.

= < $25MM EBITDA
650 bps

600 bps

550 bps

500 bps

450 bps

400 bps

Investment Themes

Private credit spreads offer an attractive yield and illiquidity
premium against the broadly syndicated loan (BSL) market on
both an absolute and risk-adjusted basis. Spreads for new private
credit originations have moved largely in line with the BSL market.

We favor the upper middle market and emphasize the importance
of originating deals with defensively positioned companies in well-
defined market niches, with sustainable profitability and cash flow,
experienced management, and strong managerial controls.

We continue to avoid commoditized deals with falling spreads,
weaker documents, and increased flexibility for borrowers that in
our view do not offer a compelling risk-adjusted return.

We remain constructive on private credit, especially as the supply
of deals increases, fueled by M&A activity. We believe that there
is attractive relative value within certain industries and pockets
that are perhaps overlooked, such as non-sponsored deals.
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Private Credit Spreads Offer an Attractive Yield Premium Against the BSL Market
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This material is distributed or presented for informational or educational purposes only and should not be considered a recommendation of any particular security, strategy or investment product, or as
investing advice of any kind. This material is not provided in a fiduciary capacity, may not be relied upon for or in connection with the making of investment decisions, and does not constitute a solicitation
of an offer to buy or sell securities. The content contained herein is not intended to be and should not be construed as legal or tax advice and/or a legal opinion. Always consult a financial, tax and/or legal
professional regarding your specific situation.

This material contains opinions of the authors, but not necessarily those of Guggenheim Partners, LLC or its subsidiaries. The opinions contained herein are subject to change without notice. Forward-
looking statements, estimates, and certain information contained herein are based upon proprietary and non-proprietary research and other sources. Information contained herein has been obtained
from sources believed to be reliable but are not assured as to accuracy. Past performance is not indicative of future results. There is neither representation nor warranty as to the current accuracy of, nor
liability for, decisions based on such information.

Investing involves risk, including the possible loss of principal. In general, the value of a fixed-income security falls when interest rates rise and rises when interest rates fall. Longer term bonds are
more sensitive to interest rate changes and subject to greater volatility than those with shorter maturities. During periods of declining rates, the interest rates on floating rate securities generally reset
downward and their value is unlikely to rise to the same extent as comparable fixed rate securities. High yield and unrated debt securities are at a greater risk of default than investment grade bonds
and may be less liquid, which may increase volatility. Investors in asset-backed securities, including mortgage-backed securities and collateralized loan obligations (“CLOs"), generally receive payments
that are part interest and part return of principal. These payments may vary based on the rate loans are repaid. Some asset-backed securities may have structures that make their reaction to interest
rates and other factors difficult to predict, making their prices volatile and they are subject to liquidity and valuation risk. CLOs bear similar risks to investing in loans directly, such as credit, interest
rate, counterparty, prepayment, liquidity, and valuation risks. Loans are often below investment grade, may be unrated, and typically offer a fixed or floating interest rate. Private debt investments are
generally considered illiquid and not quoted on any exchange; thus they are difficult to value. The process of valuing investments for which reliable market quotations are not available is based on inherent
uncertainties and may not be accurate. Further, the level of discretion used by an investment manager to value private debt securities could lead to conflicts of interest.

Guggenheim Investments represents the following affiliated investment management businesses of Guggenheim Partners, LLC: Guggenheim Partners Investment Management, LLC, Security Investors,
LLC, Guggenheim Funds Distributors, LLC, Guggenheim Funds Investment Advisors, LLC, Guggenheim Partners Advisors, LLC, Guggenheim Corporate Funding, LLC, Guggenheim Partners Europe Limited,
Guggenheim Partners Japan Limited, and GS GAMMA Advisors, LLC.
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