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éﬁ Private credit is an income generating alternative asset.

Private credit comprises of secured lending to private businesses on a bespoke basis.

An alternative source of capital to traditional banks mainly provided through a fund structure, which is

managed by a specialist fund manager.

Private credit total AUM of the asset class has grown by 14% from $513m in 2015 to $1.3 trillion in 2022
and is expected to reach to $2.3 trillion by 2027.

Attractive risk-reward, diversifier, Inflation hedge, Income yielding and resilient asset class are often used as

synonyms in defining private credit.

Attractive risk-return profile compared to traditional public market debt, with median net IRR of 9.5% and a

standard deviation of 3.4%.

What is Private Credit

Private credit, is a secured lending method that allows businesses to raise capital. It is an alternative asset class that connects
the demand and supply of lending and borrowing money through a privately managed fund. On the supply side it provides
the investors with the opportunity to lend money to companies through private credit instruments such as loans and bonds.
While on the demand side, for businesses, this form of credit is a more attractive alternative to the traditional lenders due to
their faster transaction execution capabilities and availability of flexible terms. This opportunity to bridge the two sides have
expanded dramatically over the last decade as traditional bank lending were constrained in the post credit crisis world due to

regulatory pressures and eyeing this the alternative sources of risk capital stepped in to fill this void.

These borrowing businesses are often middle-market private equity-backed companies, which simply means that both lenders
and equity providers can work together on the operational and capital structure to improve the chances of success. These
businesses represent an essential cross-section of the economy and are a critical driving force in creating a sustainable source
of jobs and revenues. As per National center for the middle market’, the U.S. middle market is commonly defined as companies
with annual revenues ranging from $10 million to $1 billion, depending on the industry. These companies although may not be
the largest in the sector but are still an economic powerhouse contributing about 48 million jobs and about one-third of the $30

trillion in annual revenue generated by the private sector in the U.S.

Source 1. National center of the middle market FY2022 MMI Report.
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Private credit has been in existence since the initiation of the lending industry. During the 90's, the financing landscape was
simpler with banks being the primary financers in the economy, holding over 70% of the market share in leveraged buyout debt.
Post 2008, this scenery quickly evolved as the world recovered from the global financial crisis and sweeping regulatory changes
were brought to curb the traditional financial institutions. During this time, institutional investors, in search forincome generating
opportunities, stumbled upon the oasis of the private credit market with its vast landscape of middle market companies actively

seeking sources of non-banking funding.

Since then, the private credit sector in the United States has experienced significant growth, with assets under management
surpassing $1.3 trillion in 2022. This growth is expected to continue as investors seek the comfort in its appealing features
during times of market volatility, including low correlation, currentyields, floating rates, and insulation from declining valuations.
Moreover, the variety of strategies available in this asset class contributes to its consistent growth. According to Moody's recent
estimate, total assets under management are expected to reach at least $2.3 trillion by 2027.

Alternative lenders fill the funding gap left by banks post 2008
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Private credit market growth
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at NAV, including dry powder as of September 2021. * Source: J.P. Morgan. Size of the Global USD markets
represents current market value of Global Leveraged Loans & High Yields Markets respectively as of May
31,2022

As aresult, investors can be confident in the asset class,s ability to achieve projected growth due to its strong performance track
record. Noting here that direct lending is the most prominent strategy within private credit and it has a resiliently provided a

9.5% median net IRR with volatility of 3.4% for 2004-2022 period.

Private credit outperformed other public asset classes since 2004
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Why Invest in Private Credit

Investors commonly invest in private credit through
commitments to unlisted private debt funds which
are managed by fund managers specializing in this
asset class. These funds are typically structured as
limited partnerships where investors are able to
combine a pool of capital which the fund manager
can efficiently invest to generate returns.

The Preqin's web-chart displays the outcomes
of a recent survey that outlines the motives of
institutional investors to invest in private credit.

Investors reason for investing in private credit
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Private creditinvestments offer a distinctive touch to a portfolio as compared to traditional public credit markets.
With a range of strategies employed within this asset class, its performance base can be diversified based on
the economic health of the borrower, industry and covenants. Moreover, some strategies can function in sync
with the economic cycle or counter-cyclically.

The inherent nature of credit with fixed yield linked to investments makes it more resistant to an economic
downturns relative to equity. This provides an additional smoothing effect on the overall portfolio performance
over economic cycles.

Rising Interest rates and inflation, a common site in today’s world, are generally bad news for traditional debt
instruments. However as private debt typically consists of floating rate loans it allows to hedge against risk and
be resilient to inflationary pressure.

Private credit has performed better than public loans in the last ten years, thanks to its yield premium and
resilience. As per Preqin, this asset class has also provided an attractive risk return profile relative to other
alternative asset class with a median net IRR of 10% and a standard deviation of 11.6%. '

Private credit investors have an structural advantage over public market instruments as they have the freedom
to choose the companies they invest in and negotiate the terms of the loans. This level of control allows for
better management of risk and higher potential returns.

Private credit investors benefit from deal structure which are more secured and robust than public market
credit transactions. This protection is derived from better collaterals and financial covenants securing the loan
as well as investors having direct access to management.

When a company becomes insolvent or fails to make debt payments, a senior direct lender has the advantage
of claiming their payments ahead of any other financial responsibilities.

Source 1 : Preqin Private Debt 2023 report — For vintages 2009 to 2019.
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Aljazira Capital, the investment arm of Bank Aljazira, is a Shariaa Compliant Saudi Closed Joint
Stock company and operating under the regulatory supervision of the Capital Market Authority.
Aljazira Capital is licensed to conduct securities business in all securities business as authorized by
CMA, including dealing, managing, arranging, advisory, and custody.

ClO Office

The ChiefInvestment Officer (“CIO") Office provides clients with tailor made multi-assetinvestment
solutions, Sharia complaint alternative investments and Impact investment products which
contribute towards supporting the local economy.

The purpose of producing this report is to present a general view on the company/economic sector/economic or certain securities, and not to recommend a buy/sell/hold for any security or any other assets.
Based on that, this report does not take into consideration the specific financial position of every investor and/or his/her risk appetite in relation to investing in the security or any other assets, and hence, may
not be suitable for all clients depending on their financial position and their ability and willingness to undertake risks. It is advised that every potential investor seek professional advice from several sources
concerning investment decision and should study the impact of such decisions on his/her financial/legal/tax position and other concerns before getting into such investments or liquidate them partially or fully.
The securities markets, macroeconomic or microeconomic variables are of a volatile nature and could witness sudden changes without any prior warning, therefore, the investor in securities or other assets might
face some unexpected risks and fluctuations. All the information, views and expectations contained in this report have been compiled or arrived at by Aljazira Capital from sources believed to be reliable, but
Aljazira Capital has not independently verified the contents obtained from these sources and such information may be condensed or incomplete. Accordingly, no representation or warranty, express or implied,
is made as to, and no reliance should be placed on the fairness, accuracy, completeness or correctness of the information and opinions contained in this report. Aljazira Capital shall not be liable for any loss as
that may arise from the use of this report or its contents or otherwise arising in connection therewith. The past performance of any investment is not an indicator of future performance. Any financial projections,
fair value estimates or price targets and statements regarding future prospects contained in this document may not be realized. The value of the security or any other assets or the return from them might
increase or decrease. Any change in currency rates may have a positive or negative impact on the value/return on the securities mentioned in the report. The investor might get an amount less than the amount
invested in some cases. Some securities maybe, by nature, of low volume/trades or may become like that unexpectedly in special circumstances and this might increase the risk on the investor. Aljazira Capital
or its subsidiaries may own securities in one or more of the aforementioned asset classes, and/or indirectly through funds managed by third parties.. No part of this report may be reproduced whether inside or
outside the Kingdom of Saudi Arabia without the written permission of Aljazira Capital. Persons who receive this report should make themselves aware, of and adhere to, any such restrictions. By accepting this
report, the recipient agrees to be bound by the foregoing limitations.
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Head Office: King Fahad Road, P.O. Box: 20438, Riyadh 11455, Saudi Arabia. Tel: 011 2256000 - Fax: 011 2256068

Aljazira Capital is a Saudi Investment Company licensed by the Capital Market Authority (CMA), license No. 07076-37



