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Introduction

The original “All-Weather” thesis for European
private credit still stands

Recent commentary has questioned whether private credit
can still be considered an “all-weather” asset class. In this
context “all-weather” refers to the ability of the asset class
to generate resilient risk-adjusted returns across different
market environments, supported by structural imbalances
in supply and demand rather than reliance on favourable
market conditions.

Those underlying market drivers remain firmly in place.
European private credit continues to benefit from:

(1) sustained demand for financing from private-equity-
backed companies;

(ii) constrained supply of traditional bank lending,
particularly to the middle-market;

(iii) more volatile and less reliable execution in broadly
syndicated loan and high-yield markets; and

(iv) a persistent illiquidity premium over public credit markets.

KEY TERM
Private Credit and Direct Lending

Private credit loans are privately negotiated between a
company and a private credit fund. The funds used for the loan
are raised from investors, including pension funds, insurance
companies, and high net-worth/retail investors.

Direct lending is often synonymous with private credit,
however, technically ‘direct lending’ typically refers to the
provision of senior secured loans to private equity-owned
businesses. Direct lending makes up the largest portion of
overall private credit AUM. Other types of private credit
include mezzanine lending, distressed debt, special situations,
and venture debt.

Private equity remains the primary driver of demand for
direct lending. As of December 2025, European private
equity buyout dry powder (~$292Bn)" was more than
three times larger than European direct lending dry
powder (~$97Bn)," highlighting a sustained imbalance
between demand for capital and available private
credit supply.
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At the same time, the supply of traditional financing to
European middle-market borrowers remains structurally
constrained. Banks continue to operate under tighter
regulatory, capital and balance-sheet requirements. In
addition, Europe’s leveraged loan and high-yield markets
are smaller and less accessible than in the United States,
particularly for middle-market and unrated borrowers,
further reinforcing the role of private credit.

Execution risk in public credit markets remains elevated.
While broadly syndicated loan and high-yield markets
continue to serve larger borrowers, issuance conditions
are highly sensitive to periods of volatility. Recent
examples include geopolitical tensions, trade disruptions
and pandemic-related shocks. In contrast, direct lending
offers greater certainty of execution, which has supported
continued market share gains.

These dynamics are reflected in market share trends
across both middle-market and large-cap transactions.
Direct lenders provided ~58% of financing for European
middle-market private equity buyouts in 2025, up from
less than 5%? in 2014, equivalent to an annualised growth
rate of ~25%. In the US, penetration is closer to ~90%,?
suggesting significant remaining runway for growth

in Europe.

A similar trend is evident in the broader leveraged finance
market. Direct lending's share has increased to ~22% in
2025 from ~6% in 2015.% By comparison, US penetration
stands at ~28%,° again indicating further potential for
expansion in Europe.
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The illiquidity premium over broadly syndicated loans
remains intact. Over the past three years, European direct
lending has delivered an average premium of ~240 bps.®
Europe saw an increase in illiquidity premium from ~180 bps
in 2023 to ~260 bps in 2025, while in the US the premium

has compressed from ~270 bps in 2023 to ~180 bps in 2025.

Overall, the data continues to support the core
investment case: European private credit benefits from
strong underlying demand, constrained traditional supply,
more volatile public-market alternatives, and a persistent
illiquidity premium. The following sections address the key
concerns that have recently emerged in more detail.

DISPLAY &
Private Credit Illiquidity Premium 2023-2025°
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DISPLAY 5

Direct Lending has outperformed High-Yield Bonds and Leveraged Loans over the last 20 years (2005-2025)"
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First Brands/
Tricolor: A

Category
Error, Not
“Cockroaches”

i\

Recent commentary has cited First Brands (aftermarket
auto parts maker) and Tricolor (subprime auto lender) ~$6Bn of secure
as evidence of underlying weakness in private credit. In claims across ass
our view, this is a category error. These were bank-led, backed, syndicated
broadly syndicated, asset-backed, factoring, or securitised and second liend
financings, not privately negotiated sponsor-backed private

Holders of debt:
primarily banks, CLOs
and specialist asset-
backed financing
providers —
not direct lending

credit transactions. Furthermore, there was alleged fraud
centered on double-pledged collateral, misrepresentation

~$7Bn of unsecured
claims across off
of collateral values, and misappropriation of funds. In this balance sheet, special funds

section, we focus on First Brands specifically. purpose entity, and

factoring debt

Broadly Syndicated Loans

Asset-Based Lending

Exposure from private credit BDCs was minimal. BDC
holdings of the broadly syndicated loans were less

than $250MM,? representing under ~2% of the capital
structure and an immaterial share relative to the $1Tn US
Private Credit direct lending market.” Limited BDC participation is not
unexpected, as BDCs may hold liquid syndicated assets for

|H|+

portfolio management purposes.
Part of the confusion stems from the use of “private”

It is also important to distinguish asset-based lending and
as a broad label applied to structurally different forms

corporate cash-flow lending, which differ meaningfully
of lending. In practice, First Brands sits outside what is

typically understood as sponsor-backed direct lending,

with different underwriting standards, participants and
risk dynamics. First Brands may highlight execution risk in complex, multi-

in underwriting approach, monitoring frameworks and
collateral structures.

_ . layered financing structures. However, it does not provide
The capital structure" comprised ~$6Bn of secured

claims across broadly syndicated loans and asset-backed
facilities, alongside $7Bn of unsecured obligations across
off-balance-sheet structures, special purpose entities
and factoring arrangements. These exposures were
predominantly held by banks, CLOs and specialist asset-
backed financing providers, and not direct lending funds.

a robust basis for extrapolating stress within private credit,
and is a particularly weak proxy for the sponsor-backed
direct lending market.

>
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Will Al Disrupt
Private Credit?

Al-related disruption is one of the more substantive
concerns currently facing private credit. Software
represents a meaningful portion of the direct lending
market, accounting for ~20-30%'" of exposure across both
the US and Europe, depending on methodology. Following
a sharp reset in public software valuations, investors

are increasingly questioning whether disruption risk is
transferring from equity markets into credit. In our view,
the answer is more nuanced.

The decline in public software valuations appears to
reflect anticipated, rather than currently observed,
disruption. Valuation multiples, which exceeded ~30x

EV/EBITDA at their 2021 peak,” have since normalised
significantly. This repricing coincided with rapid
advancements in Al, including the release of large
language models since late 2022. By March 2026,
software stocks had declined ~24% year to date,”
significantly underperforming the S&P 500, which
declined ~3% before recovering to all-time highs in April.

Despite this, operating performance remains resilient.
Listed software companies continue to deliver revenue
growth of approximately 10-15% with forward
expectations of 10-11% p.a. for the next two years.”

DISPLAY 6
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DISPLAY 7

Historical Market Volatility Impact on Leveraged Loans™
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Credit markets have reacted more moderately. Broadly
syndicated loans in the software sector declined during Q1
2026 but have since stabilised, with average prices around
~92¢.® Importantly, dispersion has increased: higher-
quality, mission-critical software providers which function
as core systems of record, and enterprise resource
planning platforms continue to trade at a premium,
reflecting stronger perceived resilience. Al risk is therefore
not manifesting as broad-based deterioration, but as
increasing differentiation between business models.

Equity cushions remain substantial

While equity valuations have declined, loan-to-value
positioning remains conservative. Public software
multiples are currently trading at ~14x EV/EBITDA, below
historical averages of ~20x and approximately 60% below
the 2021 peak of ~36x.® At a more granular level, higher-
quality software businesses exhibiting the “Rule of 40",
where revenue growth plus EBITDA margin is >40%,

are trading between ~17-30x EV/EBITDA,” a meaningful
premium to the broader sector.

At the same time, private credit transactions in the sector
were typically structured with ~60% equity cushions

at inception and average leverage of ~5.25x.%° This
provides a meaningful buffer against further valuation
compression and supports credit resilience even under
more conservative assumptions.

KEY TERM
Equity Cushion and LTV

Equity Cushion is the amount of money invested by the private
equity firm that sits below the debt in a leveraged buyout. It
acts as a loss-absorbing buffer, if the company’s value falls,
losses are first borne by the equity before lenders are affected.

LTV or “Loan-to-Value"” measures how much debt is used
compared to the value of the business. A lower LTV means more
equity underneath the loan and greater protection for lenders. It
can typically be thought of as the inverse of equity cushion.

Default risk remains contained

Default rates for software-focused private credit remain
low at ~60 bps,” below broader market levels. While
defaults are expected to increase modestly to 2.5% in
2026, this is largely driven by idiosyncratic situations,
most notably Medallia, which was already under pressure
(e.g. competition, go-to-market execution, and higher
interest rates post-2022) prior to the emergence of
Al-related concerns. Medallia represents ~$1.9Bn of the
~$2.3Bn expected default volume.”!

More broadly, we believe there is limited evidence to
suggest that Alis currently a primary driver of credit
stress. Across a wide universe of 80+ stressed borrowers
spanning multiple sectors, only a small number (1-2)
reference Al as a contributing factor.
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DISPLAY 8

Select European “Software” BSL Issuers trading above the overall index (24 April 2026)%

ISSUER DESCRIPTION BID CHANGE SINCE 27/02 CHANGE SINCE 01/01
Select Loans Trading Above 90c
Company 1 Provider of enterprise resource planning software 99.750 2.250 -0.750
Company 2 Cloud-based payroll and HR software provider 99.250 2625 -1.500
Company 3 Software solutions covering payroll, and time & 98.000 3.500 -3.125

talent management
Company 4 Provider of cloud-based software solutions for finance, 96.750 2.375 -3.500

human resources, retail, and accounting
Company 5 Cloud-based ERP, financial, and HRM software 97.250 3.625 -3.250

offering for SMEs

Lower M&A may extend duration,

but refinancing risk is limited

Software M&A activity may decline as private equity buyers
and sellers enter a period of price discovery. This may
extend the duration of existing financing structures, as exits
become more challenging relative to prior expectations.

However, refinancing risk appears limited. Software
borrowers in European private credit are expected to de-
lever by approximately 0.5x—1.0x per annum, supported by
strong cash flow generation and structural incentives for
sponsors to reduce leverage before extracting value.

Future private credit vintages will likely have lower
software exposure, reflecting lower M&A activity and more
conservative capital structures. At the same time, lenders
are reassessing underwriting standards for software LBOs,
which should support improved pricing, lower leverage, and
stronger documentation in new transactions.

Al impact will be uneven, not uniform

The adoption of Al is likely to be gradual and uneven across
the software landscape. While technological progress is
rapid, enterprise-level disruption typically unfolds over
longer timeframes. Early evidence suggests that, despite
significant investment, most organisations are still in the
early stages of realising tangible economic benefits.
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MIT research? points to a gradual path: despite $30—
40BN of enterprise GenAl investment, only a small
proportion (~5%) of organisations report measurable
P&L impact. At the same time, employee adoption is high
(~90%), highlighting long-term potential but near-term
uncertainty.

Resilience is likely to be highest among software businesses
with durable competitive moats, such as core system-of-
record status, deep workflow integration, high switching
costs, regulatory entrenchment and embedded network
effects. In many cases, Alis more likely to enhance existing
products rather than displace them outright. Al-native
challengers may have product momentum, but do not
automatically have the distribution, trust, integration

depth or go-to-market infrastructure required to displace
incumbents in enterprise settings.

The primary risk is therefore not immediate disruption
from new entrants, but more gradual pressure as
incumbents integrate Al capabilities and competition
intensifies. This represents a manageable credit risk, rather
than a systemic threat.

Implications for investors

Al does not undermine the private credit investment case,
but it reinforces the importance of selectivity. Outcomes will
increasingly depend on the quality of underlying software
exposures and the ability of managers to underwrite business
model resilience in a changing technological landscape.
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Much of the recent concern around private credit has
KEY TERM

BDCs and NAV

Business Development Companies, or BDCs, are entities
registered under the Investment Company Act of 1940, with

centred on BDCs and other semi-liquid vehicles. This is
largely a US-driven dynamic, as BDCs and interval funds
have grown significantly in recent years to comprise nearly

50%* of US direct lending AUM. In contrast, in Europe, the specialised focus of making investments in small- to
semi-liquid structures such as SICAVs?> and ELTIFs?® medium-sized US companies.
account for only ~5% of Private Credit AUM,*" reflecting a Net Asset Value, or NAV, is the estimated value of a BDC's

assets after subtracting its liabilities. For a BDC, this means
taking the fair value of its investment portfolio and other
assets, then deducting borrowings and other obligations.

more institutional and less liquidity-sensitive investor base.

DISPLAY 9
Cliffwater BDC Index Return vs. NAV22
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DISPLAY 10

Spreads adjust in the opposite direction of base rates to maintain yield?®
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Listed BDCs have traded down sharply, and private BDCs
have faced elevated redemption requests. Negative
headlines have reinforced the impression that the asset
class is under broad stress. In our view, however, market
pricing has become disconnected from underlying credit
fundamentals. BDCs are trading at a ~169%°? discount to
NAV, even as non-accruals (defaults) remain low and NAVs
have been relatively stable.

Part of that disconnect reflects the normalisation of
returns following an unusually strong period. Direct
lending benefited from a “golden age” of higher base rates
and wider spreads in 2023-2024. As policy rates have

EUROPEAN PRIVATE CREDIT | MORGAN STANLEY INVESTMENT MANAGEMENT

declined and spreads have compressed from peak levels,
headline returns have moderated accordingly. For context,
the US Federal Funds Effective rate peaked at an average
of ~5.33% in 2024 before falling to an average of ~3.64%
as at March 2026 and US direct lending spreads have
compressed by ~150 bps since 2023.3*

More recently, wider public credit spreads and the reset in
public software valuations may have created an impression
that private credit software assets may be susceptible to
future markdowns. As discussed in the previous section,
this appears unlikely given resilient operating performance
and substantial remaining equity cushions.



Fundamentally, default and non-accrual data provide
limited evidence of systemic stress. Cliffwater's dataset,
which covers approximately 20,000 loans and over
$500Bn across public and private BDC portfolios, shows
non-accrual rates of ~1.9% in Q12026. This is below the
long-term average of ~2.1% for the 2007-2025 period and
well below cyclical peaks of ~6% during the GFC and
~3.5% during the Covid-19 pandemic. For comparison, BSL
default rates peaked at ~11% during the GFC and ~4.2%
during Covid-19.%

There is also an important self-correcting mechanism

at work. As capital availability tightens, driven by BDC
redemptions, lower base rates, reduced M&A activity

in certain sectors such as software, and a broader
reassessment of risk—new financings are likely to be
structured with lower leverage, wider spreads and stronger

documentation. All else equal, this dynamic should support
both higher forward returns and a rebuilding of the
illiquidity premium.

The implication is not that concerns around BDCs should
be dismissed, but rather that they should be properly
contextualised. The key question is how much of the
recent sell-off reflects underlying credit deterioration
such as non-accruals, leverage and realised losses versus
broader market sentiment and liquidity mechanics.

For Europe in particular, the relevance of the US BDC
narrative is limited. The region’'s more institutional funding
base and lower exposure to semi-liquid structures suggest
that headline developments in US BDCs are an imperfect
proxy for the underlying health of the European private
credit market.

DISPLAY 11
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Is Private Credit

the Next Global
Financial Crisis?

CONTEXTUALISING THE 2008 GLOBAL FINANCIAL CRISIS

The comparison is compelling as a headline, but much less
convincing on closer examination. The GFC was driven by
weak mortgage underwriting, complex securitisation and
a highly leveraged, short-term-funded banking system.
Investors were exposed to mortgage securities backed by
subprime borrowers —loans with limited documentation
and limited underwriting standards.

Lending quality deteriorated materially in the years leading
up to the crisis. Between 2003 and 2006, the proportion
of subprime mortgages combining low credit scores with

high loan-to-value ratios (>90%) increased from 7% to
15%.%¢ These mortgages were subsequently pooled into
mortgage-backed securities and further re-securitised into
collateralised debt obligations (CDOs), with the market
estimated at ~$3Tn in 2007.%

Combined with bank leverage of ~25-40x,%® this created
a highly fragile system. As underlying defaults began to
rise, delinquency rates for subprime mortgages increased
sharply from ~5.6% in 2005 to ~30% by 2008,*°
triggering a systemic crisis.

DISPLAY 12
Private Credit Loan-To-Value is 50 percentage points lower
compared to pre-GFC Loan-To-Value of mortgage lending*®
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DISPLAY 13
Bank leverage during GFC vs. today compared to BDC
leverage™'
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Why private credit is structurally different
Private credit differs fundamentally in structure,
underwriting and funding. It primarily consists of direct
loans to middle-market companies in the real economy,

Key differences relative to the GFC include:

~90% in pre-crisis subprime lending*?

=/ [C

)|

Better asset-liability alignment:

1= |

originated by non-bank lenders such as private debt funds
and BDCs. These transactions are typically bilateral, with
detailed, bottom-up due diligence and underwriting, and
stronger legal downside protection.

More conservative leverage: Borrower LTVs in private credit are typically ~40%, compared to

Lower default rates: Private credit defaults peaked at ~6% in 2008 and are ~1.9% today,** versus
~30% for subprime mortgages at the height of the crisis**

Significantly lower leverage: Private credit fund leverage is typically ~O-1x while bank leverage
today is ~10-12x, compared to ~25-40x in 2008*°

— Banks are funded by short-term deposits but lend long-term, creating structural liquidity risk

— Private credit is predominantly funded by long-term institutional capital (e.g. pension funds,

insurers, sovereign wealth funds), aligned with multi-year loan assets

— While BDCs have a more liquid structure, redemption limits (typically ~5% per quarter)

constrain the speed of capital outflows, but do not eliminate redemption pressure

The link between banks and private credit
Banks do provide financing to private credit vehicles,
but the scale remains limited. Banks' exposure is
estimated at ~$300Bn,*¢ or ~1% of total regulated bank
balance sheets,*” materially lower than pre-GFC risk

concentrations. By comparison, bank lending to other non-

bank financial intermediaries (NBFIs) totals $2.2Tn.

A 2025 Federal Reserve assessment highlights that:*®

Banks' exposure to private credit is modest relative to
other NBFls

Loans to private credit vehicles exhibit higher utilisation
rates, stronger pricing and lower default rates than
other NBFI exposures

US banks are well capitalised and liquid, with capacity
to absorb potential drawdowns

Continued monitoring is warranted as the market grows,
alongside improved transparency
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Private credit as a stabilising force
Empirical evidence suggests that private credit may
dampen, rather than amplify, credit cycles. Academic
research from Dartmouth College (Tuck School of
Business) and the Frankfurt School of Finance and

Management concludes that contrary to the belief that
private credit may amplify credit supply shocks, it in fact
dampens the corporate credit cycle. This occurs as a result
of firms switching to private credit when conditions in
other credit markets tighten.

DISPLAY 14

Firms' switching frequency between private credit and leveraged loans*?

6

: "“.\.m

0
2005 2010 2015 2020 2025
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Conclusion Direct linkages between banks and private credit remain

The comparison between private credit and the GFC is not
supported by underlying fundamentals. We believe the
GFC was driven by structurally weak underwriting, complex
securitisation and excessive leverage within the banking
system. In contrast, private credit today is characterised by
disciplined underwriting, conservative leverage and better
alignment between assets and liabilities.
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limited and are viewed by regulators as manageable. More
broadly, private credit has the potential to play a stabilising
role in the financial system by providing an alternative
source of capital when traditional lending contracts.
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Conclusion

Private Credit Is Not All The Same

Private credit is not a top-down, market-driven strategy.
It is fundamentally a bottom-up, due diligence-led asset
class, where managers underwrite individual businesses,
capital structures, documentation and sponsors on a
loan-by-loan basis. As a result, broad generalisations are
often misleading.

The asset class spans a wide range of strategies
including direct lending, mezzanine, opportunistic credit
and venture debt, each with distinct return drivers

and risk profiles. Even within direct lending, dispersion
is significant across segments such as lower middle-
market, middle-market and large-cap lending, as well as
across geographies, sectors and sponsor types.

Manager dispersion is equally important. Differences

in portfolio construction including first-lien exposure,
use of PIK income, leverage levels, sector concentration
and position sizing can materially impact outcomes.
Underwriting discipline, documentation standards,
portfolio monitoring and workout capabilities become
increasingly important as credit conditions normalise.

Selectivity Matters More Than Ever

The All-Weather Thesis Still Holds

The core foundations of private credit remain intact.
Demand continues to outstrip supply, traditional
banks remain constrained, public credit markets

are subject to periodic volatility, and a meaningful
iLlliquidity premium persists.

Recent criticisms do not fundamentally alter this
conclusion. High-profile situations such as First
Brands are better understood as category errors
rather than representations of direct lending.
Pressure in US BDCs appears more reflective of
sentiment and vehicle structure than underlying
credit deterioration. Comparisons to the GFC are not
supported by structural or empirical evidence.

Al presents a more nuanced and longer-term
consideration. While software valuations have reset
and disruption risks are evolving, the impact on
credit has so far been gradual and uneven. Equity
cushions remain meaningful, defaults are low, and
underwriting standards are adapting accordingly.

Ultimately, private credit is not a homogeneous asset class. Outcomes will vary across strategies, managers and

vintages, and the dispersion is likely to increase from here. For investors willing to focus on underlying detail

and manager selection, the case remains clear: private credit continues to offer attractive, resilient returns, but

selectivity is now more important than ever.
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" Morgan Stanley Internal Research. N=187.
® As of 13 March 2026.
19 Pitchbook LCD, Morgan Stanley Research.

20 Based on data as of Q4 2025 from Lincoln, Houlihan Lokey Private
Debt Monitor.

21 KBRA Research.

22 Morgan Stanley Research.

2 MIT NANDA — State of Al'in Business 2025.

2 Morgan Stanley Private Credit & Equity Research Outlook 2026.

25 SICAV (Société d'Investissement & Capital Variable) is a European
open-ended investment company with variable share capital, most
commonly domiciled in Luxembourg.

2% E| TIF (European Long-Term Investment Fund) is a regulated
investment vehicle designed to channel capital into long-term illiquid
assets including private credit.

2" Morgan Stanley Research.

28 Cliffwater, bdcs.com, as of 15 April 2026.

22 KBRA, New York Fed.

30 Spread reflects Margin + (OID / 3).

31 Yijeld reflects SOFR base rate + Margin + (QID / 3).

32 Cliffwater BDC Index as of 29 April 2026 (bdcs.com).
3 Federal Reserve Bank of St. Louis.

3% KBRA Research Insights & Outlook, LCD.

35 CDLI non-accrual rates as per Cliffwater; US LLI default rates as per
Pitchbook LCD.

3 Federal Reserve Board (2008): “The Rise in Mortgage Defaults”.

37 BIS Working Paper (2008): “The financial turmoil of 2007: A
preliminary assessment and some policy considerations”.

38 Fed Financial Stability Report November 2025.

3 Federal Reserve Board (2008): “The Rise in Mortgage Defaults” and
“The Past, Present and Future of Subprime Mortgages'.
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40 The pre-GFC LTV figure refers to the predominance of >90% LTV
loans for home purchases in the US in 2007. As per “Government
Housing Policies in the Lead-up to the Financial Crisis: A Forensic Study”
by EJ Pinto (2010). The 40% LTV as of Q4-25 was derived from leverage
multiples for >€10MM EBITDA deals in the European Market as per
Lincoln International.

“ Bank leverage as per Fed Financial Stability Report November 2025,
BDC leverage as per BDCinvestor.com.

2 “Government Housing Policies in the Lead-up to the Financial Crisis:
A Forensic Study” by EJ Pinto (2010) and “Private Market Perspectives:
European Edition” Q4-25, Lincoln International.

43 Cliffwater, CDLI Non-Accrual Rates.

4+ Federal Reserve Board (2008): “The Past, Present and Future of
Subprime Mortgages'.

5 Bank leverage as per Fed Financial Stability Report November 2025,
BDC leverage as per BDCinvestor.com.

*6 Moody's Special Report published 21 October 2025 on moodys.com.

" Based on $25.2Tn US bank balance sheet assets as of 1 April 2026
as per Fed.

“8 Federal Reserve Board Note (2025): “Bank Lending to Private Credit:
Size, Characteristics, and Financial Stability Implications”.

%9 Chart is based on the academic paper “The Cyclicality of Direct
Lending”, published in March 2026 by Hinzen, Rintamaki, Mondini, Steffen.

RISK CONSIDERATIONS

Alternative investments are speculative, involve a high degree of risk,
are highly illiquid, typically have higher fees than other investments,
and may engage in the use of leverage, short sales, and derivatives,
which may increase the risk of investment loss. These investments are
designed for investors who understand and are willing to accept these
risks. Performance may be volatile, and an investor could lose all or a
substantial portion of its investment.

IMPORTANT INFORMATION

There is no guarantee that any investment strategy will work under all
market conditions, and each investor should evaluate their ability to invest
for the long-term, especially during periods of downturn in the market.

A separately managed account may not be appropriate for all investors.

Separate accounts managed according to the Strategy include a number
of securities and will not necessarily track the performance of any index.
Please consider the investment objectives, risks and fees of the Strategy
carefully before investing. A minimum asset level is required.

For important information about the investment managers, please refer
to Form ADV Part 2.

The views and opinions and/or analysis expressed are those of the author
or the investment team as of the date of preparation of this material

and are subject to change at any time without notice due to market or
economic conditions and may not necessarily come to pass. Furthermore,
the views will not be updated or otherwise revised to reflect information
that subsequently becomes available or circumstances existing, or
changes occurring, after the date of publication. The views expressed do
not reflect the opinions of all investment personnel at Morgan Stanley
Investment Management (MSIM) and its subsidiaries and affiliates
(collectively “the Firm") and may not be reflected in all the strategies and
products that the Firm offers.

Forecasts and/or estimates provided herein are subject to change and may
not actually come to pass. Information regarding expected market returns
and market outlooks is based on the research, analysis and opinions of

the authors or the investment team. These conclusions are speculative in
nature, may not come to pass and are not intended to predict the future
performance of any specific strategy or product the Firm offers. Future
results may differ significantly depending on factors such as changes in
securities or financial markets or general economic conditions.

This material has been prepared on the basis of publicly available
information, internally developed data and other third-party sources
believed to be reliable. However, no assurances are provided regarding the
reliability of such information and the Firm has not sought to independently
verify information taken from public and third-party sources.

This material is for the benefit of persons whom the Firm reasonably
believes it is permitted to communicate to and should not be forwarded
to any other person without the consent of the Firm. It is not addressed
to any other person and may not be used by them for any purpose
whatsoever. It expresses no views as to the suitability of the investments
described herein to the individual circumstances of any recipient or
otherwise. It is the responsibility of every person reading this material to
fully observe the laws of any relevant country, including obtaining any
governmental or other consent which may be required or observing any
other formality which needs to be observed in that country.
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This material is a general communication, which is not impartial and
all information provided has been prepared solely for informational
and educational purposes and does not constitute an offer or a
recommendation to buy or sell any particular security or to adopt
any specific investment strategy. The information herein has not been
based on a consideration of any individual investor circumstances and
is not investment advice, nor should it be construed in any way as tax,
accounting, legal or regulatory advice. To that end, investors should
seek independent legal and financial advice, including advice as to tax
consequences, before making any investment decision.

The Firm has not authorised financial intermediaries to use and to
distribute this material, unless such use and distribution is made in
accordance with applicable law and regulation. Additionally, financial
intermediaries are required to satisfy themselves that the information
in this material is appropriate for any person to whom they provide this
material in view of that person’s circumstances and purpose. The Firm
shall not be liable for, and accepts no liability for, the use or misuse of
this material by any such financial intermediary.

This material may be translated into other languages. Where such a
translation is made this English version remains definitive. If there are
any discrepancies between the English version and any version of this
material in another language, the English version shall prevail.

The whole or any part of this material may not be directly or indirectly
reproduced, copied, modified, used to create a derivative work,
performed, displayed, published, posted, licensed, framed, distributed
or transmitted or any of its contents disclosed to third parties without
the Firm's express written consent. This material may not be linked

to unless such hyperlink is for personal and non-commercial use. All
information contained herein is proprietary and is protected under
copyright and other applicable law.

Morgan Stanley Investment Management is the asset management
division of Morgan Stanley.

DISTRIBUTION

This material is only intended for and will only be distributed
to persons resident in jurisdictions where such distribution or
availability would not be contrary to local laws or regulations.

MSIM, the asset management division of Morgan Stanley (NYSE:
MS), and its affiliates have arrangements in place to market each
other’s products and services. Each MSIM affiliate is regulated as
appropriate in the jurisdiction it operates. MSIM's affiliates are:
Calvert Research and Management, Eaton Vance Management,
Parametric Portfolio Associates LLC, Parametric SAS, and Atlanta
Capital Management LLC.

This material has been issued by any one or more of the following entities:

EMEA
This material is for Professional Clients/Accredited Investors only.

In the EU, MSIM materials are issued by MSIM Fund Management
(Ireland) Limited (“FMIL"). FMIL is regulated by the Central Bank of
Ireland and is incorporated in Ireland as a private company limited by
shares with company registration number 616661 and has its registered
address at 24-26 City Quay, Dublin 2, DO2 NY19, Ireland.

Outside the EU, MSIM materials are issued by Morgan Stanley
Investment Management Limited (MSIM Ltd) is authorised and
regulated by the Financial Conduct Authority. Registered in England.
Registered No. 1981121. Registered Office: 25 Cabot Square, Canary
Wharf, London E14 4QA.

In Switzerland, MSIM materials are issued by Morgan Stanley & Co.
International plc, London (Zurich Branch) Authorised and regulated by
the Eidgendssische Finanzmarktaufsicht (‘FINMA”). Registered Office:
Beethovenstrasse 33, 8002 Zurich, Switzerland.

Italy: MSIM FMIL (Milan Branch), (Sede Secondaria di Milano) Palazzo
Serbelloni Corso Venezia, 16 20121 Milano, Italy. The Netherlands:
MSIM FMIL (Amsterdam Branch), Rembrandt Tower, 11th Floor
Amstelplein 11096HA, Netherlands. France: MSIM FMIL (Paris Branch),
61rue de Monceau 75008 Paris, France. Spain: MSIM FMIL (Madrid
Branch), Calle Serrano 55, 28006, Madrid, Spain. Germany: MSIM
FMIL Frankfurt Branch, Grofte Gallusstraf3e 18, 60312 Frankfurt am
Main, Germany (Gattung: Zweigniederlassung (FDI) gem. § 53b KWG).
Denmark: MSIM FMIL (Copenhagen Branch), Gorrissen Federspiel, Axel
Towers, Axeltorv2, 1609 Copenhagen V, Denmark.

MIDDLE EAST

Dubai International Financial Centre: This information does not
constitute or form part of any offer to issue or sell, or any solicitation
of any offer to subscribe for or purchase, any securities or investment
products in the UAE (including the Dubai International Financial Centre
and the Abu Dhabi Global Market) and accordingly should not be
construed as such. Furthermore, this information is being made available
on the basis that the recipient acknowledges and understands that the
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entities and securities to which it may relate have not been approved,
licensed by or registered with the UAE Central Bank, the Dubai Financial
Services Authority, the UAE Securities and Commodities Authority, the
Financial Services Regulatory Authority or any other relevant licensing
authority or government agency in the UAE. The content of this report
has not been approved by or filed with the UAE Central Bank, the Dubai
Financial Services Authority, the UAE Securities and Commodities
Authority or the Financial Services Regulatory Authority.

Abu Dhabi Global Market (“ADGM"): This material is sent strictly
within the context of, and constitutes, an Exempt Communication. This
material relates to North America Private Credit which is not subject to
any form of regulation or approval by the Financial Services Regulatory
Authority of the Abu Dhabi Global Market (the “FSRA").

SAUDI ARABIA

This financial promotion was issued and approved for use in Saudi
Arabia by Morgan Stanley Saudi Arabia, Al Rashid Tower, Kings Sand
Street, Riyadh, Saudi Arabia, authorised and regulated by the Capital
Market Authority license number 06044-37.

us

NOT FDIC INSURED. OFFERS NO BANK GUARANTEE. MAY LOSE
VALUE. NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY.
NOT A DEPOSIT.

LATIN AMERICA (BRAZIL, CHILE, COLOMBIA, MEXICO, PERU,

AND URUGUAY)

This material is for use with an institutional investor or a qualified investor
only. All information contained herein is confidential and is for the exclusive
use and review of the intended addressee, and may not be passed on to any
third party. This material is provided for informational purposes only and
does not constitute a public offering, solicitation or recommendation to
buy or sell for any product, service, security and/or strategy. A decision to
invest should only be made after reading the strategy documentation and
conducting in-depth and independent due diligence.

ASIA PACIFIC

Hong Kong: This document has been issued by Morgan Stanley Asia
Limited, CE No. AAD297, for use in Hong Kong and shall only be made
available to “professional investors” as defined under the Securities
and Futures Ordinance of Hong Kong (Cap 577). The contents of this
document have not been reviewed nor approved by any regulatory
authority including the Securities and Futures Commission in Hong
Kong. Accordingly, save where an exemption is available under the
relevant law, this document shall not be issued, circulated, distributed,
directed at, or made available to, the public in Hong Kong. Singapore:
This material is disseminated in Singapore by Morgan Stanley
Investment Management Company, Registration No. 199002743C. This
material should not be considered to be the subject of an invitation for
subscription or purchase, whether directly or indirectly, to the public or
any member of the public in Singapore other than () to an institutional
investor under section 304 of the Securities and Futures Act, Chapter
289 of Singapore (“SFA"), (ii) to a “relevant person” (which includes

an accredited investor) pursuant to section 305 of the SFA, and such
distribution is in accordance with the conditions specified in section 305
of the SFA,; or (iii) otherwise pursuant to, and in accordance with the
conditions of, any other applicable provision of the SFA. This material
has not been reviewed by the Monetary Authority of Singapore.
Australia: This material is provided by Morgan Stanley Investment
Management (Australia) Pty Ltd ABN 22122040037, AFSL No.

314182 and its affiliates and does not constitute an offer of interests.
Morgan Stanley Investment Management (Australia) Pty Limited
arranges for MSIM affiliates to provide financial services to Australian
wholesale clients. This material will not be lodged with the Australian
Securities and Investments Commission.

JAPAN

For professional investors, this material is circulated or distributed solely
for informational purposes. For non-professional investors, this material
is provided in connection with Morgan Stanley Investment Management
(Japan) Co., Ltd. ("MSIM)")'s business with respect to discretionary
investment management agreements (“IMA") and investment advisory
agreements ("IAA"). This does not constitute a recommendation or
solicitation of transactions nor offers any particular financial instruments.
Under an IMA, with respect to the management of client assets, the client
prescribes basic management policies in advance and commissions MSIM]
to make all investment decisions based on an analysis of the value, etc.

of the securities, and MSIMJ accepts such commission. The client shall
delegate to MSIM| the authorities necessary to make such investment
decisions. MSIMJ exercises these delegated authorities accordingly, and
the client shall not make individual instructions. All investment profits
and losses belong to the clients; principal is not guaranteed. Please
consider the investment objectives and nature of risks before investing.
As an investment advisory fee for an IAA or an IMA, the amount of assets
subject to the contract multiplied by a certain rate (the upper limit is
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2.20% per annum (including tax)) shall be incurred in proportion to the
contract period. For some strategies, a contingency fee may be incurred
in addition to the fee mentioned above. Indirect charges also may be
incurred, such as brokerage commissions for underlying securities. Since
these charges and expenses vary by contract and other factors, MSIM)
cannot present the rates, upper limits, etc. in advance. All clients should

read thoroughly the Documents Provided Prior to the Conclusion of

a Contract carefully before executing an agreement. This material is
distributed in Japan by MSIMJ, Registered No. 410 (Director of Kanto Local
Finance Bureau (Financial Instruments Firms)), Membership: the Japan
Securities Dealers Association, the Investment Management Association
of Japan and the Type Il Financial Instruments Firms Association.
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focused on Direct Lending and opportunistic private-
credit investment in North America and Western

Europe. The Morgan Stanley Private Credit team ipyesfs’
across the capital structure, including senior secured
term loans, unitranche loans, junior debt, structured
equity and common equity co-investments. To find out
more about private credit and how Morgan Stanley

can help, please contact your financial advisor or visit
morganstanley.com/im.

morganstanley.com/im
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