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1Q 2020  

Global Credit Market Update 

Macroeconomic Update  

We are pleased to incorporate as a regular feature the following market commentary from Blackstone Investment Strategist 

Joe Zidle1. 

We wish to express our sympathies to everyone affected by the unprecedented events of the past several months. The first 
quarter of 2020 upended society and rewrote economic and financial market history. The rapid spread of COVID -19 forced 
much of the global economy to close. Nearly two billion people were quarantined or subjected to some form of shelter -in-
place policy. In the US, more than half of small businesses closed or planned to close temporarily by mid -April2.  All told in 
1Q, the US and global economy faced economic challenges not seen in generations.  

In the short term, we think the worst-case scenarios have been taken off the table. Decisive global policy responses in many 
major economies have currently prevented an even deeper global recession. The combination of fiscal and monetary policy 
measures implemented around the world equals about 20% of global GDP. 3  Notably, we believe policymakers took swift 
action to significantly reduce the risk of a credit crisis. In the US, the Federal Rese rve (the “Fed”) deployed tools it developed 
in the aftermath of the Global Financial Crisis (“GFC”) and rolled out new programs to keep underlying economic gears 
moving. For example, corporate issuance in investment grade credit markets continued even as t he economic data 
worsened. In 1Q, companies issued over $400 billion of investment grade debt, nearly five times the volume issued in the 
three months after Lehman Brothers collapsed in 2008. 4  

As we publish, there is significant uncertainty about when the  economic recovery can begin. What we know is that the start 
of any recovery will likely depend on comprehensive and reliable testing for COVID -19. We also know that the shape of the 
eventual recovery, rather than the depth of the recession, needs to be an alyzed carefully. Some argue that pandemics will 
be the new normal, but there is little evidence to support that. If that view were to become widespread, then we could 
expect significantly higher savings, deleveraging, and stockpiling to define a generatio n. What we believe to be more likely is 
a gradual rollback of social distancing policies with more universal testing.  

We expect growth rates to bounce back rather robustly as the economy ramps back up, but the recovery won’t be a V -
shape. In a service-based economy, one person’s spending is another’s income. Consumer expenditures on leisure activities 
will likely take years to return to normal levels. And that is significant because leisure spending comprises approximate ly 
10% of GDP in the US and EU. Capital expenditures comprise around 15% and 13% of the US and EU 5 economies, 
respectively.6 Recovery in this category is also likely to be slow, as the slack in the economy means that companies won’t 
need major capital investment. As a result, we expect US une mployment rates to remain elevated for some time, and 
personal income for a large swath of the population to depend on further government transfers.  

We think a major, long-term implication of the pandemic is that it likely accelerates the pullback in globa lization and creates 
risks to the global supply chain. But it will also present opportunities for countries to reshore manufacturing, refine job a nd 
skill training, and increase supply chain security. Further, we expect coordinated efforts to improve the m edical supply chain 
and technology infrastructure to drive innovation.  

 

 
 

1  The views expressed in Section I are the personal views of the author, Joe Zidle, and do not necessari ly ref lect the views of Blackston e (as hereinafter def ined) or 
GSO (as hereinafter def ined).  The views expressed ref lect the current views of Zidle as  of the date hereof and the author, Blackstone, and GSO each undertake no 
responsibil ity to advise you of any changes in the views expressed herein.  The views expressed should not be used as a basis for any investment decisions.  

2  US Chamber of Commerce, as of Apri l  3, 2020.  
3  Cornerstone Macro, as of Apri l  10, 2020. Based on year -end 2019 GDP.  
4  Moody’s and Wall Street Journal,  as of  March 31,  2020.  
5  Cornerstone Macro and Eurostat. Based on 2018 GDP data.  
6  US Bureau of Economic Analysis and Eurostat . US data represent private nonresidential f ixed investment, as of December 31, 2019. EU data represent business 

investment, as of December 31, 2018.  
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Performance Overview  

Against this backdrop, global markets experienced their worst -performing 
month (March), and quarter, since 2008. Volatility in the US equity market 
started in mid-February, about two weeks before the broader credit market 
selloff.  

Spreads and prices of loans and high yield bonds initially reacted to investors’ 
rising concerns regarding the negative impact of COVID -19 and declining oil 
prices on the global economy. This reaction was further exacerbated in the 
latter part of March by large capital outflows and resulting liquidity issues 
throughout the traded capital markets. The run of unprecedented daily declines 
in US and European credit markets ended when the US central bank and 
government quickly intervened in late March with an impressive package of 
monetary and fiscal support, at which point markets began to recover.  

US loans and high yield bonds returned -13.05% and -12.68%, respectively, in 
the quarter ending March 31. This represented a marked improvement  from the 
low point reached on March 23 when year -to-date returns for loans and high 
yield bonds were registering -20.07% and -19.78%, respectively. US investment 
grade bonds experienced a similar fate, returning -3.36% for the quarter after 
falling to as low as -10.58%. US investment grade bonds staged an impressive 
quarter-end recovery on the Fed’s announcement that it would begin buying 
investment grade corporate bonds and exchange -traded funds containing the 
same for its balance sheet and that the gover nment would be providing 
financial support for individuals and businesses.  

The European credit markets experienced a similar theme with loan and high 
yield total returns of -15.14% and -15.09%, respectively, for the quarter, after 
falling to as low as -19.39% and -19.32%, on March 23.  

The S&P 500 was significantly more volatile during the quarter with a total 
return of -19.60% after bottoming at -30.43% on March 23. 

 

Year-to-Date Returns as of March 31, 2020 (%) 7 
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7  All  performance data above sourced from Bloomberg Finance LP, Credit Suisse, S&P/LSTA, and Bloomberg Ba rclays as of March 31, 2020. US IG Corp represented by 
Bloomberg Barclays Investment Grade Corporate Index, US HY represented by Bloomberg Barclays HY Index, US Loans represented b y S&P/LSTA Leveraged Loan 
Index EU HY represented by Credit Suisse High Yiel d Index (hedged to Euro), EU Loans represented by S&P European Leveraged Loan Index.  
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During March, US loans endured an historic collapse in prices – the largest on 
record – with a one-day decline of $3.41 on March 18. In fact, five of the six 
largest daily average price declines in the market’s history occurred during the 
two weeks prior to March 18. (Data on the loan market goes back to December 
1996). Then the following week, US loans showed signs of rebounding and 
posted two of the three largest daily price gains in history. Average US loan 
prices ended March at $82.85, down $13.88 year -to-date but above the 2020 
low of $76.23 and far above the GFC low of $60.33. In similar fashi on, US loan 
spreads peaked on March 23 at 1071 basis points (bp) – the highest since May 1, 
2009. Spreads have since decreased to 822bp as of March 31, 2020 after 
experiencing the third largest daily spread drop of 99bp on March 26. 8  

Similarly, US HY bonds endured an historic sell off in March. Spreads 
experienced five of the six largest daily widenings in history over the two weeks 
ending March 20. Peak to trough, spreads widened by 785bp from January 13 to 
March 23 to a high of 1100bp (relative to a GFC high of 1971bp). Similar to loans, 
this was followed by an historic three-day reprieve the following week. The 
$2.16 price increase in the US HY index on March 26 exceeded the largest on 
record of $1.93 on September 17, 2008 and spreads contracted back to settle in 
at 880bp by the end of March.  

Average European loan prices ended March at €82.80, representing a decline of 
€15.48 for the quarter. The monthly close reflected an improvement from the 
2020 low of €78.92 and was still far above the GFC low of €59.05. Spreads 
followed a similar trend ending the quarter at 857bp after increasing to 987bp 
on March 23. Similarly, European HY bonds endured an historic selloff in March 
with prices decreasing by almost €20 peak to trough. Spreads also widened by 
967bp peak to trough to a high of 1332bp (relative to a GFC high of 1866bp). 
Similar to loans, this was followed by a reprieve and spreads contracted to 
settle in at 1136bp at month end.  
 

Prices ($,€)9 
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8  S&P/LSTA has recorded daily spread data since December 31,  2008.  
9  All  price and spread data above sourced from Credit Suisse, S&P/LSTA, and Bloomberg Barclays as of M arch 31, 2020. US Loans represented by S&P/LSTA Leveraged 

Loan Index (STM), US HY represented by Bloomberg Barclays HY Index (OAS), EU Loans represented by S&P European Leveraged Loan  Index (spreads represented by 
JP Morgan European Leveraged Loan Index ST M), EU HY represented by Credit Suisse High Yield Index (hedged to Euro) (STW), US IG Corp represented by 
Bloomberg Barclays Investment Grade Corporate Index (OAS).  
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Technicals 

As previously stated, some of the worst of March’s volatility in the global credit 
markets resulted from forced selling by retail loan and high yield funds to meet 
daily redemptions. Although retail investors comprise a smaller portion of the 
global credit markets compared to institutional investors, they tend to be the 
most reactionary, generating incremental volatility when the markets are at 
extremes.  

US loan outflows totaled -$16.0 billion during 1Q20 with -$10.9 billion occurring 
over the five weeks ending March 25, but collateralized loan obligations 
(“CLOs”), private equity firms, and other opportunistic investors stepped in as 
buyers of US loans. US high yield funds also experienced outflows during the 
first quarter of 2020 totaling -$15.4 billion, with a peak of -$19.2 billion of 
outflows occurring during the five weeks ending March 25. European high yield 
funds experienced outflows with year -to-date outflows totaling -€7.7 billion. 
Weekly outflows for these asset classes slowed or reversed toward t he end of 
the quarter in reaction to the unprecedented monetary and fiscal support being 
offered by the US Central Bank and government. In fact, high yield retail f unds 
experienced inflows of $7.6 billion in the week ending April 8, the most on 
record, beating the prior week’s record inflow of $7.1 billion. 
 

Weekly US Loan and High Yield Fund Flows ($ in billions) 10 

 
 

Weekly European High Yield Fund Flows ($ billions) 10  
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10  All  US and European fund f lows sourced from J.P.  Morgan, Lipper, as of April  1,  2020. Year-to-date f igures as of March 31, 2020 include weekly and monthly reporting 
funds if  reported by Apri l  15, 2020; fund f lows graphs include weekly reporting funds only.  
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Despite subdued new-issue supply in March amid the selloff in below 
investment grade credit, global quarterly issuance volumes remain in line with 
or higher than historical averages. For example, the US loan primary market 
issued just $4.3 billion of new transactions in March, with no issuance taking 
place after March 12. As a monthly statistic, this amounted to the lowest total 
since January 2010. However, given strong issuance in January and February, 
1Q20 ranks as the seventh-largest quarterly total on record.  

US high yield issuance also suffered amid the global pandemic crisis totaling 
just $4.2 billion in March. However, 1Q20 issuance totaled $73 billion, which is 
$4 billion above the quarterly average over the last five years.  

The lack of new issue supply in March was even more apparent in the European 
credit markets, with just €150 million of institutional loan volume from two 
deals and no high yield issuance. 1Q20 loan issuance totaled €26 billion and 
high yield issuance totaled €19 billion, however, relative to historical quarterly 
averages of €22 billion and €17 billion.  

According to LCD, US primary market activity has opened up with new 
transactions now launching. Twenty high yield transactions totaling $14 billion 
and two loan transactions totaling $420 million priced between March 23 
through April 17. In Europe, just two high yield transactions, totaling €700 
million, have come to market over the same time period.11 
 

US Loan and High Yield Issuance ($ in billions) 12 

 
 

European Loan and High Yield Issuance (€ in billions )13 
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11  LCD for US and European Issuance from March 23 -April 17, 2020.  
12  JP Morgan Leveraged Loan and High Yield Monitor,  as of March 31,  2020.  
13  LCD, as of March 31, 2020.  
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CLO Investing  

Following the selloff in loans, US and European CLO spreads exhibited 
significant volatility toward the end of the first quarter, with historic levels of 
spread widening followed by swift contraction across the highest rated 
tranches.  

Investors in both markets were focused on raising capital by selling shorter 
duration, higher-priced AAA-rated CLO tranches that were liquid, and where 
prices remained relatively high. Large money managers traded this paper in 
sizable blocks, something the market had not experienced since the GFC.  

CLO spreads in the US and Europe reached their peaks around March 24 with 
AAA spreads widening the most on a percentage basis in both markets. US CLO 
spreads then quickly tightened as loans rallied, with US AAA spreads ending the 
quarter at 225bp, still double where they began the quarter.  In Europe, AAA 
through A spreads also tightened from peaks, but BBB -BB spreads remained 
close to peak levels at quarter end. CLO Bids Wanted in Competition (BWIC) 
volume was elevated during this period, suggesting that managers were 
assessing risk and actively managing their portfolios.  
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The CLO new-issue market ground to a halt in March after GSO issued both a 
US and European CLO early in the month. GSO priced a total of two CLOs in 
1Q20 and refinanced two others. For the year -to-date period ending March 31, 
$17 billion of US CLOs were priced, down 41%  from $29 billion in the same 
period in 2019. There were no CLOs priced in the second half of March given 
market volatility. In Europe, €5.8 billion of CLOs were priced in the quarter, a 
15% decline compared to the €6.9 billion of issuance over the same period in 
2019.16 On April 2, GSO also priced the first US CLO since the market shut 
down due to the COVID-19 crisis. Stratus 2020-1 CLO is $477 million in size 
and GSO’s first static transaction.  
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14  All  US CLO spreads sourced from BofA Global Research, al l  European CLO spreads sourced from Citi ,  as of March 31, 2020.  
15  JPM CLOIE, as of March 27, 2020.  
16  LCD, as of March 31, 2020.  
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Fundamentals  

The impact of COVID-19 on the global economy is expected to be felt across 
most sectors and companies. It is anticipated that 2Q20 financial performance 
will be severely impacted resulting in a significant year -over-year decline in 
earnings and cash flow across most issuers. The ability to accurately fo recast 
economic performance, much less company performance, for the balance of 
2020 is very limited and will be highly dependent on the duration of mandatory 
social distancing measures and the pace at which the global economy emerges 
from the COVID-19 induced freeze. 17 At this point, default rates in below-
investment-grade credit are expected to increase meaningfully in 2020 
compared to the rate experienced in the prior several years. However, these 
2020 default rate projections still remain below levels exp erienced in 2009. It 
should be noted that these are projections for the market, and portfolios 
actively managed by experienced credit professionals have generally 
experienced a much lower incident of default and higher recovery. GSO’s own 
experience over the past 22 years has been a default rate of one sixth that of 
the market and a recovery rate 10 points or approximately 17% above the 
market average.  
 

US Loan and High Yield Default Rates 18 

 
 

European Loan and High Yield Default Rates 19 

 

The precusor to defaults is credit rating downgrades and the current pace of 
these actions by the rating agencies is the strongest on record 20. The energy, 
gaming, lodging,  leisure, food, beverage, and healthcare sectors have been the 
most impacted thus far. In 2020 there has been $150.4 billion of US Fallen 
Angel volume, already exceeding 2009’s annual record of $141.4 billion. 21 
 

  

 
 
 
 

Market expectations for 

2020 default rates have 

been revised higher but 

remain below peak rates 
 

Expected 2020 Default Rates22  

5% 
 

US Loan 

 

8% 
 

US High Yield  

 

4% 
 

European Loans  

 
 

6% 
 

European High Yield  
 

 

 
 

17  Ref lects GSO’s views and beliefs.  
18  Credit Suisse Default Monitor for historical  default rates,  
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20  Record dates back to 2002 .  
21  JP Morgan, as of April  13, 2020 .  
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Rolling Two Week Net Rating Change23 

 

We anticipate that the pace of rating agency downgrades will continue. This 
likely puts further pressure on rating-sensitive investors like CLOs, which face 
limits on the amount of CCC rated investments allowed in a portfolio. In these 
structures, there are typically economic ramifications to the equity investors 
when the amount of CCC rated debt exceeds the established limitations by a 
sufficient amount such that the CLO is required to temporarily divert excess 
interest away from the equity investor to buy more assets or pay down debt.  
We expect that this phenomenon may negatively impac t the demand for the 
loans of companies rated below B-/B3, while at the same time potentially 
increasing the supply, and placing extra downward pressure on prices of these 
loans.   

Outlook 

Recent government and central bank intervention in markets across t he globe 
is unprecedented and has helped markets recover from the late March troughs. 
While one could argue this support has never really ceased since the GFC, it has 
certainly become more elevated and surpassed what was implemented in 
2008/09. An extensive list of programs and facilities have been created or 
revived to inject capital into the financial markets in support of liquidity. These 
now include measures oriented directly at the investment grade and high yield 
bond markets, and indirectly at the leveraged loan market. When looking ahead, 
it should be kept in mind that this will all have to be unwound at some point. 
But, in the near term, we believe this market intervention has been essential in 
addressing short-term market imbalances, as seen in the chart below.24 
 
 

 

While it is hard to predict how long the economic slowdown will last, our 
expectation is that there will be further strain on issuers in the credit market 
due to the extended timeframe of social distancing requirements and 
associated business closures. We have undertaken a bottoms-up review of our 
global portfolio to determine how much liquidity is available to each company 
and to ascribe the probability and potential timing of downgrade and/or default 

  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

                                                                                                                                                                                                                                                                                                    
22  JP Morgan Default Monitor for US loan & HY and EU HY 2020E default rates, as of March 31,  2020; Fitch Ratings for EU loan 2020E default rates, as of March 30, 

2020, as JP Morgan data is not available .  
23  BofA Global Research as of March 25, 2020. Net rating c hanges equals upgrades less downgrades. Based on the average Moody’s,  S&P, and Fitch, if  available.  Watch is  

included as 2/3 of a notch and the outlook is included as 1/3 of a notch. Restricted to bonds in ICE BofA IG Corporate index C0A0. Notches * index notional  
($ in bi l l ions).  

24  Bloomberg LP, Credit Suisse, S&P/LSTA, and Bloomberg Barclays as of April  9, 2020. US IG Corp represented by Bloomberg Barcla ys Investment Grade Corporate 
Index, EU HY represented by Credit Suisse High Yield Index (hedged to Eu ro), EU Loans represented by S&P European Leveraged Loan Index, US Loans represented 
by S&P/LSTA Leveraged Loan Index, US HY represented by Bloomberg Barclays HY Index.  
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under two-industry specific COVID-19 stress scenarios.  

Overall, we believe our portfolios have benefited from active management: 
over the previous 24 months when the markets were strong, we decided to 
prune risk given the advanced stages of the economic cycle. As a result, our 
portfolios are conservatively positioned and have relatively limited exposure to 
virus-impacted sectors like travel and leisure, as well as upstream oil & gas.  We 
have been very active in repositioning portfolios where needed over the last 
month; the market sell-off was relatively indiscriminant, offering opportunities 
to upgrade holdings and exit riskier positions in favor of higher conviction 
investments at similar prices and yields.  

GSO’s default track record has been strong during periods of distress. Over the 
course of the 2008-2009 crisis, our average annual US loan default rate was 
2.05% vs. 6.25% for the market, and our recoveries were 64.6% vs. 48.45% for 
the market. In Europe, our average annual loan default rate was 3.16% vs. 4.47% 
for the market during the period, and our recoveries were 56.69%, compared to 
31.78% for the market.  
 

GSO and Credit Suisse Loan Default Rates (2008 -2009)25 

 
 

GSO and Credit Suisse Loan Recovery Rates (2008 -2009)  

 

It should also be said that global credit markets have had a historically strong 
track record of performance following periods of major dislocation. In all nine 
examples during the GFC where loan spreads closed above 1000bp, loan 
returns over the following 12 months averaged 36.8%. Additionally, in the four 
periods between 2000 and 2016 when US high yield spreads exceeded 900bp, 
returns in the following 12, 24, and 36 months have been 11.6%, 31.8%, and 
61.4%, respectively, on average.  

European loans and high yield bonds have also experienced meaningful 
rebounds following market disruptions. Cumulative European loan returns 
totaled 8.1%, 11.9%, and 14.3% for the 12 -, 24-, and 36-month periods following 
February 2016 when spreads crossed 600bp. For European high yield bonds, 
these returns on average have been 22.7%, 35.9%, and 45.6%, respectively, for 
the three instances when spreads have exceeded 900bp .26 
 

 

 
 

25  GSO and Credi t  Suis se  (“CS”) ,  2008 -2009. CS’s  defaul t  and  rec over y  rates  are  intended to  be repre sen ta tive  of  the  broad  loan  marke t .  Th e calcula t ion  of  GSO’s  default  and recover y  ra tes  d iffers  from  
Credi t  Suis se’s  m e thod olog y,  s ince  GSO i s  wor king wi th  data  around s pecif ic  trad es whi l e Cre dit  Suis se’s  da ta is  a  proxy for  the  marke t ,  and  th es e di ffe renc es  shou ld be co nsidered when  comparing the  
data h ere in.  The  prece ding is  provided for  in formati onal  purposes  o nly,  and  do es no t c onst itut e  an  offe r  to s el l  or  a  sol ic i ta t ion  of  inte rest i n  any  par t icular  fund or  strate g y ma naged o r  advised by  The  
Blackston e Group Inc .  or  i ts  af f i l iates  (a  “ Blac kstone  Fund ”) .  Any  suc h offer  or  sol ic i ta t ion  would be mad e o nly  purs uant to th e con f ide ntia l  p r ivate  p lacemen t  me morandum for  a  Blackstone  Fund  (“ PPM”) ,  
which would  qual i f y  in  i ts  en tirety  th e i nfo rma tion  s et  for th  he rein  an d would con tain  a  d esc r iption  of  th e r isks  of  i nvest ing .  Past per form ance is  no t n ece ssar i ly  indicative  of  fu ture  res ults ,  a nd  th ere  can  
be no  assurance  tha t G SO /  Blackstone  wi l l  ac hieve comparable  resul ts  or  tha t  any e nti ty  o r  account ma naged or  advised by  GSO /  Black stone wi l l  be abl e to impl ement  i ts  investmen t  strateg y  or  achieve 
i ts  investmen t  obje cti ves .  P l ease  refe r  to the  GSO Loan  Defaul t  Trac k Record in  the  “ Impo rtant  Disc losure In forma t ion”  s ec tion  of  thi s  Pre senta tio n for  fu rth er  in forma tion  on  the d efau lt  track record and 
for  info rmat ion on th e potentia l  impac ts  of  COVID -19.  Pr incipa l  Loss  Rate  calculated  by mu l t ip ly ing d efault  rate  by (1  minus  rec over y  rate ) .  

26  US l oans  and HY  rep res ented JP Morga n Leveraged Loan  and  High Yie ld  Indices ;  EU loa ns rep res ented  by S& P Eu rop ean Lo an Ind ex;  EU HY  represented by  Credit  Suisse European  High  Yield  Index  
(hedged  to  Euro ) .  
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Important Disclosure Information  
This document has been prepared for informational purposes only about GSO Capital Partners LP (together with its aff iliates operating as part of 
Blackstone’s GSO credit focused business group, “GSO”) and it does not constitute an offer to sell, or a solicitation of an o ffer to buy, any investment in, 
or to participate in any trading strategy with GSO or any fund or account managed, advised or sponsored by GSO (each, a “Fund”). Any offering would 
only be made to qualifying investors through a separate investment management agreement for a Fund as it  may be amended or su pplemented from 
time to time and the governing and operating documents for a Fund (together, the "Operative Documents”). The Operative Documents contain 
material information (including a discussion of potential conflicts of interest) not contained in this document, and supersed es and qualif ies in  its 
entirety the information set forth herein. Any decision to invest in, or withdraw from, a Fund should be made after reviewing  the appropriate 
Operative Documents, conducting such investigations as the investor deems necessary and consulting the invest or 's own legal, accounting and tax 
advisors in order to make an independent determination of the suitability and consequences of the investment. Risks associate d with investment in a 
Fund include, without l imitation, i l l iquidity of an investment, risk of d efault of the underlying debt instrument and risk of loss of principal.  This 
document contains highly confidential information regarding GSO’s investments, strategy and organization. Your acceptance of this document 
constitutes your agreement to (i)  keep c onfidential all the information contained in this document, as well as any information derived by you from the 
information contained in this document (collectively, “Confidential Information”) and not disclose any such Confidential Info rmation to any other  
person, (ii) not use any of the Confidential Information for any purpose other than to educate yourself about GSO and its Fun ds, ( ii i)  not use the 
Confidential Information for purposes of trading any security, including, without l imitation, securities of The Blackstone Group Inc. (together with its 
aff il iates as the context requires (“Blackstone”) (the parent company of GSO) or its or GSO’s portfolio companies, ( iv) not c opy this document without 
the prior consent of GSO and (v) promptly return this docume nt and any copies hereof to GSO upon GSO’s request, in each case subject to the 
confidentiality provisions more fully set forth in the operative documents and in any other written agreement between the rec ipient and GSO. 
Notwithstanding the foregoing, each  investor and prospective investor (and each employee, representative, or other agent thereof ) may disclose to 
any and all persons, without l imitation of any kind, the tax treatment and tax structure of the Fund and investments and all materials of any kind 
(including opinions or other tax analyses) that are provided to such investor or prospective investor relating to such tax tr eatment and tax structure, 
provided, however, that such disclosure shall not include the name (or other identifying information n ot relevant to the tax structure or tax treatment) 
of any person and shall not include information for which nondisclosure is reasonably necessary in order to comply with appli cable securities laws.  

This document is based on information which is otherwise publicly available and, whilst GSO uses reasonable efforts to ensure the information is 
accurate and up to date, no representations or warranties are given as to the reliability, accuracy or completeness of the in formation. While such 
information is believed to be reliable for the purpose used herein, GSO does not accept any liabil ity for any loss or damage which may arise direc tly or 
indirectly from any use of or reliance on such information. The information presented herein is as of the date of preparatio n unless otherwise indicated 
and GSO is under no obligation to, and shall not, provide updates to the information contained herein.  

Certain information contained in this document constitutes “forward - looking statements,” which can be identif ied by the use  of forward- looking 
terminology such as “may,” “will ,”  “should,” “expect,” “anticipate,” “target,” “ intend,” “continue” or “believe,” or the nega tives thereof or other variations 
thereon or comparable terminology. Due to various risks and uncertainties, ac tual events or results or the actual performance of any Fund described 
herein may differ materially from those reflected or contemplated in such forward - looking statements.  

This document is for informational purposes only and does not constitute a f inanci al promotion, investment advice or an inducement or incitement to 
participate in any product, offering or investment. It does not constitute or form part of any offer to issue or sell, or any  solicitation of any offer to 
subscribe or purchase any investmen t nor shall it  or the fact of its distribution form the basis of, or be relied on in connection with, any contract. No 
representation, warranty or undertaking, express or implied, is given as to the accuracy or completeness of the information o r opinions contained in 
this document by GSO, Blackstone, any Fund, or any of their respective directors, off icers, managers, shareholders, partners,  members or employees 
and no liabil ity is accepted by such persons for the accuracy or completeness of any such informa tion or opinions.  

IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY SOLELY ON THEIR OWN EXAMINATION OF THE RELEVANT FUND AND THE TERMS 
OF THE APPLICABLE OPERATIVE DOCUMENTS, INCLUDING THE MERITS AND RISKS INVOLVED, AND NOT ON ANY INFORMATION OR 
REPRESENTATION MADE OR ALLEDGED TO HAVE BEEN MADE HEREIN OR OTHERWISE.  

To the extent that this document contains third party data or information (including, without l imitation S&P Credit Ratings) (collectively “Content”),  
neither Blackstone nor the applicable th ird party content provider(s) (“Blackstone Parties”) guarantee the accuracy, completeness, timeliness or 
availability of any Content, and are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, or for the results 
obtained from the access or use of such Content. In no event shall the Blackstone Parties be liable for any damages, costs, e xpenses, legal fees or 
losses (including lost income or lost profit and opportunity costs) in connection with any use of the Conten t. Please read the complete disclaimer with 
respect to S&P Credit Ratings: http://www.standardandpoors.com/en_US/web/guest/regulatory/legal -disclaimers.  

The foregoing pages contain performance information of certain investments made by certain current and former senior members of the Manager’s 
investment team (“ while at IndoSuez Capital  Division of Crédit  Agricole (“ from 1998 to 2001 RBC Capital Partners’ Debt Investments Group (the “RBC 
Group”), a division of Royal Bank of Canada, from 2001 to 2005 and GSO’s Debt Funds  Group from 2005 to 2008 (prior to Blackstone’s acquisition of 
GSO described below) fol lowing GSO’s acquisition of the RBC Group In March 2008 together with the acquisition of GSO and certain of its  aff il iates by 
Blackstone, the legacy collateralized loan obligation business of GSO Debt Funds Management LLC (now known as GSO Blackstone Debt Funds 
Management LLC) was combined with the legacy  collateralized loan obligation business of Blackstone Debt Advisors L P . .(“ After Blackstone’s 
acquisition of GSO, the CLOs previously managed by BDA were combined with those managed by Blackstone  GSO The track record of Blackstone GSO 
referred to herein includes those U S accounts previously managed by BDA as of April 2008 Also in connection with the Blackst one’s acquisition of 
GSO in 2008 GSO assumed the management of Blackstone’s credit businesses and c ertain senior members and the Principals joined Blackstone .  

Such historical performance information, which may be referred to as Blackstone GSO performance, has been included solely for  i l lustrative purposes 
as representative examples of the Principals’ ge neral respective experiences and the types of investments that were previously managed by the 
Principals, respectively, that employed substantially similar investment objectives, policies and strategies to a Fund  and invested in similar asset 
classes as a Fund is expected to invest in, and should not be considered a recommendation of any particular strategy or security Investmen ts 
presented herein that the Principals  made while at IndoSuez, RBC Group and GSO were managed over a long period of time and durin g significantly 
different economic and market conditions which may not be replicated It should not be  assumed that the performance of the investments presented 
herein that were made between the period 1998 2008 while the Principals were at IndoSuez, RBC Gr oup and GSO (prior to its acquisition by  
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Blackstone) is necessarily representative of the overall performance of the Principals while at these f irms, particularly giv en that such investments 
ref lected herein represent only a small percentage of  investments made by the Principals during the period 1998 2001 2001 2005 and 2005 2008 
respectively In addition, while each of the Principals were primarily responsible for overseeing the investment  activities at their prior f irm(s), they were 
also part of investment teams comprised of other persons (including those with senior responsibilit ies) who were also involved in such act ivities who 
will  not be involved with the investment activities of a Fund As described above, certain historical performance infor mation presented herein includes 
references to loans, investment portfolios, vehicles and managed  accounts managed by the Principals while at IndoSuez and/or RBC Group as 
managing directors or managing partners in the alternative investments units of those  f irms and the investment teams at the  entities associated with 
the Manager, which inherently carry different strategies, responsibil it ies and objectives as those tied to such Principal’s p rior and current roles at GSO 
and more specif ically, on certain  investment committees for funds and products of GSO Such information also does not ref lect returns of actual 
investments made by the Principals as investment managers of a portfolio of investments   

In considering an investment in a Fund, potential investors s hould attach correspondingly qualif ied consideration to the results presented herein and 
are strongly cautioned against giving undue significance  or reliance on these returns Prospective investors should be aware that a Fund will not be 
comprised of all investment professionals of the investments teams at the Principals’ prior f irm(s) and certain  professionals may not be part of the 
team managing investments for the current strategies employed by funds and products of GSO Similarly, there are team members currently 
responsible for managing  the investments for funds and products of GSO who had no involvement with the investments and performance information 
presented herein Moreover, the characteristics of the Principals’ prior f irm(s),  and the market conditions under which they were operated, differ in 
certain respects from those applicable to a Fund and that the Fund may experience.  

Unless otherwise stated or sourced, the information contained in this document ref lects GSO’s views and  beliefs.  

ERISA Fiduciary Disclosure. The foregoing information has not been provided in a f iduciary capacity under ERISA, and it is no t intended to be, and 
should not be considered as, impartial investment advice.  

Certain countries have been susceptible to epidemics, most recently COVID -19, which may be designated as pandemics by world health authorities. 
The outbreak of such epidemics, together with any resulting restrictions on travel or quarantines imposed, has had and will  c ontinue to have a 
negative impact on the economy and business activity globally (including in the countries in which the Funds invest), and thereby is e xpected to 
adversely affect the performance of the Funds’ Investments. Furthermore, the rapid development of epidemics could preclu de prediction as to their 
ultimate adverse impact on economic and market conditions, and, as a result , presents material uncertainty and risk with resp ect to the Funds and the 
performance of their Investments.  

GSO U.S. Loan Default Track Record  

GSO’s track record includes the U.S. middle market and broadly syndicated loans held by U.S. portfolios managed, advised, or sub -advised by LCS, and 
excludes U.S. portfolios that were acquired from other managers where the acquired portfolios did not fully ref lect  GSO's investment discretion. In the 
case where a signif icant portion of a global portfolio is in U.S. loans, those U.S. loans are also included in the track reco rd.  As part of an internal 
reorganization of GSO’s business l ines, certain Business Developme nt Companies which had been sub -advised by GSO were re -allocated from LCS to 
GSO’s performing credit team on January 1, 2016.  

GSO defines defaults as (a) missed a payment, (b) f i led bankruptcy, or (c) were downgraded by Moody's or S&P to D. GSO may se ll a loan, including 
immediately prior to default,  and such loan will not be treated as a default.  

GSO’s average annual principal loss rate for the period from June 1998 through December 2018 is calculated by multiplying the  average annual default 
rate for that period by (1 minus the average recovery rate for that period).  

GSO’s average annual default rate is a weighted average of the yearly GSO default rates, weighted by GSO U.S. loan portfolio notional exposure for 
each year. In other words, the average annual  default rate is calculated by multiplying each year’s default rate by the portfolio notional exposure in that 
year and dividing that total by the sum of portfolio notional exposures across all  years. For a given year, the default rate is calculated as the GSO 
defaulted notional amount for the year, divided by GSO U.S. loan portfolio notional exposure for the year. The portfolio noti onal exposure for a year is 
the sum of portfolio notional amounts at the end of the prior year and the portfolio loan purchase s made during the current year.  

GSO's average recovery rate is a weighted average of the yearly GSO recovery rates, weighted by GSO defaulted notional amount  for each year. In 
other words, the average recovery rate is calculated by multiplying each year’s recovery rate by the defaulted notional amount in that year and 
dividing that total by the sum of defaulted notional amounts across all years. For a given year, the recovery rate is calcula ted as the weighted average 
of the recovery rates for each default that occurred in GSO portfolios during the year, weighted by defaulted notional amount. In other words, the 
year’s recovery rate is calculated by multiplying each defaulted asset’s recovery rate by the defaulted notional amount of th at defaulted asset and 
dividing that total by the sum of defaulted notional amounts of all  assets defaulted in that year. For a given defaulted posi tion, the recovery rate is 
calculated as the amount received on the position by GSO via (a) sale, (b) paydown, and/or (c) restructu ring of the defaulted asset, divided by the 
amount originally paid by GSO for the asset (across all  portfolios in which the asset was held).  

Credit Suisse’s U.S. loan principal loss rate is calculated by multiplying the average annual default rate by (1 m inus the average annual recovery rate).  

Credit Suisse’s U.S. loan default rate for a given year is calculated as the notional amount of U.S. loan defaults for the ye ar divided by the average U.S. 
loan market size during that year.  

Credit Suisse’s U.S. loan recovery rate is the average price on the day of default for all  defaulted loans during the year.  

GSO European Loan Default Track Record  

GSO’s track record includes the U.S. middle market loans, European floating rate notes, and broadly syndicated loans  held by portfolios managed, 
advised, or sub-advised by LCS, and excludes those portfolios that were acquired from other managers where the acquired portfolios did not fu lly 
ref lect GSO's investment discretion. In the case where a significant portion of a global portfolio is in loans, those loans are also included in the track 
record. As part of an internal reorganization of GSO’s business l ines, certain Business Development Companies which had been sub-advised by GSO 
were re-allocated from LCS to GSO’s per forming credit team on January 1, 2016.  
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GSO defines defaults as (a) missed a payment, (b) f i led bankruptcy, or (c) were downgraded by Moody's, S&P, or Fitch (in the case of European issuers) 
to D. GSO may sell a loan, including immediately prior to defaul t , and such loan will not be treated as a default.  

GSO’s average annual principal loss rates for the period from June 1998 through March 2019 in the U.S. and the period from Ma rch 2001 through 
March 2019 in Europe are calculated by multiplying the respect ive average annual default rate for that period by (1 minus the respective average 
recovery rate for that period).  

GSO’s average annual default rate is a weighted average of the yearly GSO default rates, weighted by GSO U.S. or European loa n portfolio not ional 
exposure for each year, as applicable. In other words, the average annual default rate is calculated by multiplying each year ’s default rate by the 
portfolio notional exposure in that year and dividing that total by the sum of portfolio notional expo sures across all years. For a given year, the default 
rate is calculated as the GSO defaulted notional amount for the year, divided by GSO U.S. or European loan portfolio notional  exposure for the year, as 
applicable. The portfolio notional exposure for a year is the sum of portfolio notional amounts at the end of the prior year and the portfolio loan 
purchases made during the current year.  

GSO's average recovery rate is a weighted average of the yearly GSO recovery rates, weighted by GSO defaulted notiona l amount for each year. In 
other words, the average recovery rate is calculated by multiplying each year’s recovery rate by the defaulted notional amoun t in that year and 
dividing that total by the sum of defaulted notional amounts across all years. For a given year, the recovery rate is calculated as the weighted average 
of the recovery rates for each default that occurred in GSO portfolios during the year, weighted by defaulted notional amount . In other words, the 
year’s recovery rate is  calculated by multiplying each defaulted asset’s recovery rate by the defaulted notional amount of that defaulted asset and 
dividing that total by the sum of defaulted notional amounts of all assets defaulted in that year. For a given defaulted posi tion, the recovery rate is 
calculated as the amount received on the position by GSO via (a) sale, (b) paydown, and/or (c) restructuring of the defaulted  asset, divided by the 
amount originally paid by GSO for the asset (across all  portfolios in which the asset was held).  

Credit Suisse’s loan principal loss rate is calculated by multiplying the average annual default rate by (1 minus the average annual  recovery rate).  

Credit Suisse’s loan default rate for a given year is calculated as the notional amount of U.S. or European loan defaults for the year divided by the 
average U.S. or European loan market size during that year, as applicable.  

Credit Suisse’s loan recovery rate is the average price on the day of default for all defaulted loans during the year.  

 


