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e Asthe U.S. and Iran enter the second and final week of the ceasefire agreement, markets have moved
away from the “flight to safety,” with the dollar down -1.3% and U.S. equities underperforming developed
and emerging markets. Yet, the risk-on reaction to the ceasefire announcement has faded. We expect this
tension to persist over several months —driven by continued uncertainty around the conflict, the Strait of
Hormuz, and potential second-order inflation effects from higher energy prices.

e Meanwhile, the conflictis already filtering into U.S. inflation data. The March CPl index (+0.9% MOM; +3.3%
YOY) was the highest in two years, but was almost entirely, and as expected, driven by an over 20% MOM
increase in gasoline prices. We believe energy prices are likely to stay elevated for several months even if
hostilities ease, weighing on consumer activity and business input costs. On balance, our view is that
upside risks to inflation and downside risks to growth may still allow for 1-2 Fed cuts later in 2026.

The Demand for Private Credit Driving the Real Economy - and Our Conviction

Recent headlines have pointed to pockets of stress in private credit. We have shared our view that we do not view
these to be signals of systemic stress. Furthermore, focusing only on risks overlooks an important story: in recent
years, private credit has become a core engine of the real economy in the United States. Private credit’s

importance to “Main Street” businesses enhances our conviction that the asset class will continue to play arolein
allocations. Here’s why:

Private credit filled an important lending gap post-global financial crisis
The growth of private credit in U.S. markets is closely tied to changes in the banking system following the global
financial crisis (GFC). After 2008, tighter regulation and higher capital requirements led banks to pull back from

certain types of lending, particularly to smaller, more leveraged, or more complex borrowers. Direct bank loans to
middle market companies declined from 40% of leveraged loans in 2000 to less than 10% in 2025.
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But while banks pulled back, demand for credit continued to grow. Private credit increasingly stepped in to meet
this need: nearly all new credit growth in recent years has come from non-bank lenders. Private credit has played
an important role, expanding from roughly $200 billion in 2008 to $1.5 trillion today. Beyond private credit, public
credit markets and other financing channels have also expanded, a trend that accelerated following the Savings
and Loan crisis in the late 1980s and early 1990s.

Increasingly, credit growth to the real economy has come from non-bank sources
US credit to private non-financial sector from banks
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Private credit finances the real economy...

Private credit is a critical engine of the real economy, providing capital to middle market businesses that fall
between traditional small business lending and public debt markets. 200,000 such companies, often too small for
broadly syndicated loans or investment-grade issuance, account for a third of private sector GDP.

Private credit has become the lender of choice for these firms - the typical borrower could be a mid-sized
manufacturer or a business services company — often offering flexible solutions that evolve with business needs.
For example, in periods of stress, strong borrower-lender relationships can support covenant resets, enabling
amended terms or liquidity support.

... and provides beneficial access to “Main Street” for investors

Private credit does more than just support businesses; it creates a distinct opportunity set for investors. It
provides direct access to middle market companies and earlier stages of growth than are typically available in
public markets, with the potential for differentiated returns that tend to be less correlated with public markets.

In terms of broad exposure to the private sector, public equities offer less diversification than in the past. The
number of publicly listed companies has declined, while market concentration has increased, with a growing
share of capital concentrated among a handful of mega-cap names.
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Private markets offer diversification as company ownership has increasingly
moved from public to private markets
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Number of public and private companies

Though more volatile retail capital flows have driven recent headlines, institutional capital is the primary investor
base for private credit — and there, demand remains robust. Surveys indicate that most allocators plan to maintain
or increase their exposure to private credit. That said, capitalis likely to become more selective, with flows
increasingly favoring managers who have demonstrated consistent performance and disciplined underwriting.

Investor surveys show that institutional investors expect to maintain or increase
allocations to private credit
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Private credit has become a critical component of credit creation. Its role in financing middle market businesses
and providing differentiated access for investors underpins our continued conviction in the asset class.
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Recent ‘From the Desk’ responses

From the Desk: Beyond the
Headlines: Perspectives on the
Current Credit Cycle

Recent deep dive research

. Conflict in Iran: The Strait of L
Macro Pulse: Macro Spillovers from - U.S. Economy: The Implications of a
: Hormuz Closure and Wider
the Strait - K-shaped Economy
B Economic Shock

From the Desk: Crude Awakening - From the Desk: Iran Escalation
Cooling Inflation Meets Rising Qil Raises Geopolitical Risk Premium

Private Markets: Growth and

Private Markets: 1H 2026 Outlook Markets: Is Broader Better?

Opportunity in Private Markets

You are receiving this email because you have expressed interest in the team’s content. If you want to be on the list

for more or less, please email Global Market Strategy.

This material represents an assessment of the market environment as at a specific date; is subject to change; and is not
intended to be a forecast of future events or a guarantee of future results. This information should not be relied upon by
the reader as research or investment advice regarding any funds or any issuer or security in particular. The strategies
discussed are strictly for illustrative and educational purposes and are not a recommendation, offer or solicitation to buy
or sell any securities or to adopt any investment strategy. There is no guarantee that any strategies discussed will be
effective.

“New York Life Investment Management" is the brand name and service mark used to represent a group of affiliated
investment advisors of New York Life Insurance Company, including New York Life Investment Management LLC, a
registered investment advisor.
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