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Performance Overview

Global credit markets posted strong returns in May, continuing the rebound
from March lows. Yield-focused investors appeared more comfortable with
risk in light of developed-market government and central bank support as well
as indications that many economies were past the COVID-19 peak and would
begin a slow return to normalcy.

® The market rebound from March lows continued.

® US high yield bonds were clear winners, though
loan performance was also strong globally.

" Central bank support for markets was on display
with Fed purchases of ETFs in the US and

) ) RN . expanded relief proposals in Europe.
Companies looking to shore up their liquidity and extend maturities took note P prop P

of the healthier market conditions: US investment grade and high yield bond issuance totals in May were well above monthly averages.
US loan new issuance, as well as European loan and high yield bond new issuance, also increased month-over-month in May, but remained
anemic relative to typical levels.

Given historically low global interest rates, investors continue to flock to credit markets for incremental yield. The rally in May was
particularly strong for US high yield bonds, where demand from retail fund inflows supported prices despite elevated issuance. By
contrast, for US loans and European loans and high yield bonds, limited new-issue supply appears to have been a key driver of price
appreciation as managers were largely forced into the secondary market to put cash to work.?>

The continued rally in loan prices caused secondary spreads for Collateralized Loan Obligations (“CLOs") to tighten, most notably in BB-
rated mezzanine tranches.* This occurred despite the continuation of rating agency downgrades on the underlying loan collateral and the
negative impact this had on key ratios in CLOs.?

Market Returns (as of May 29, 2020)

MTD QTD YTD
S&P/LSTAUS. Leveraged Loan Index 3.80% 847% -5.68%
Bloomberg Barclays US. High Yield Index 441% 911% -4.73%
Credit Suisse Western European Leveraged Loan Index 3.28% 10.16% -529%
Credit Suisse Western European High Yield Index 291% 845% -7.92%
S&P500 476% 18.19% -497%
Euro Stoxx 50 494% 1062% -17.33%

Market Outlook

As the global economy emerges from the pandemic, recovery expectations are threatened by new infections and geopolitical tensions.

The consequences of social distancing measures enacted to combat COVID-19 are likely to lead to materially elevated defaults in high
yield bonds and loans in 2020, particularly in the energy sector as it grapples with slack demand as well as the impact of the oil-price war
earlier this year. An elevated unemployment rate and a more cautious consumer will also be critical to assessing the economic recovery.
We believe the initial strong rebound in economic data will moderate, giving way to a longer, drawn-out recovery that resembles a "square
root” symbol.

In the meantime, monetary and fiscal measures are providing direct support for US credit markets and asset prices. In Europe,
governmental support has been similarly generous, as illustrated by the near doubling of stimulus at the end of May. But further
intervention depends on continued political cohesion, which could become a challenge if economies across Europe recover unevenly.

Although significant challenges clearly remain for many companies impacted by COVID-19, we see attractive investment opportunities.
We are focused on second- and third-order impacts and are spending time with management teams to better understand these risks.
Longer term, we expect shifts in how people consume, work, and live, and by understanding these trends and applying our views to credit
selection, we can both play offense and remain focused on capital preservation.

"LCD, as of May 29, 2020.

2Based on S&P/LSTA Leveraged Loan, as of May 31, 2020; Credit Suisse European Leveraged Loan, Bloomberg Barclays High Yield, and Credit Suisse High Yield indices as
of May 29, 2020

® JP Morgan, Lipper, May 29, 2020.

“Bank of America, Citi, May 29, 2020.

® Credit Suisse Research, June 2, 2020.
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US Loan and High Yield Markets
Roughly $20.5 billion in net inflows landed in high yield bond funds in May as

the US Federal Reserve (the "Fed") buoyed sentiment by fulfilling its promise US Issuance
to purchase high yield exchange traded funds. In stark contrast, US loan fund o5
flows remained negative with more than $1.4 billion of net outflows in May,
continuing a trend year to date, but at a more modest pace compared to April.6 200
150
Demand for high yield bonds and limited new issue supply in loans drove 100
strong returns in May of 4.41% and 3.80%, respectively, with spreads ending
the month meaningfully narrower in both asset classes. Digging deeper into 50 9
the drivers of performance, the lowest-rated loans and bonds rallied the most, 0
with CCC-rated loans and bonds outperforming their higher-quality cohorts
with returns of 5.26% and 6.11%, respectively.” May-20 Y10 2020
B US Loans B US HY

Investors seeking yield in the low-rate environment continue to drive demand

for high yield bonds. High yield inflows in April and May drove spreads meaningfully tighter. In response, US high yield issuers looking to
enhance liquidity or extend maturities were active in May, issuing $47.3 billion of new bonds, the heaviest monthly total in more than two
years. Issuers took note of the market's preference for security, as senior-secured issuance represented about 30% of this total 8

The spike in issuance of well-rated, secured high yield bonds, as well as downgrades of formerly investment grade credits into the BB-
ratings universe ("fallen angels”), has fueled the recent divergence between loans and high yield in terms of both credit quality and market
size. With $22 billion in fallen angels entering the US high yield market in May, BB-rated bonds now account for more than half of the US
high yield market,’® while the US loan market is overwhelmingly rated single B. The US high yield market, as measured by the Bloomberg
Barclays US High Yield Index, now stands at $1.4 trillion in size, representing a 12% increase since year-end 2019. Loans, as measured by
the S&P/LSTA Leveraged Loan Index, total $1.2 trillion outstanding, which is relatively flat year to date.’

The pace of downgrades slowed in May for US loans and high yield bonds. However, the par-weighted last 12-month ("LTM") default rates
increased to 317% for loans and 4.85% for high yield, representing 5-year and 10-year highs, respectively. Eight companies defaulted in
May, affecting $5.1 billion in bonds and $6.1 billion in loans, compared to $36 billion in loans and bonds in April.™

European Loan and High Yield Markets

Market sentiment in Europe was bolstered by central bank support in May, with  European Returns by Quality
leaders escalating discussion about financial relief and new sources of income

to combat economic hardship posed by COVID-19. That included a European &

Commission proposal late in the month to disburse €750 billion in loans and o >
grants from 2021-2024, as part of a 7-year budget plan." p 3.5% 3.5%

2.3%
With the likelihood of more government stimulus, returns in European loans and “—‘_
high yield bonds ground higher in May with loans gaining 3.28% for the month  ox%
and high yield advancing 2.91%. In a reversal from April, prices of lower-quality EUR Loans EUR HY
credits rallied the most, similar to US counterparts. The best performers in May BB B ceersplit ccc

were CCC/Split CCC-rated high yield bonds, which returned 5.78%, and
similarly-rated loans, which returned 4.43%.” However, these are a smaller
cohort than BB and single B-rated assets in the European high yield and loan indices.

As markets in Europe stabilize, the distress ratio for European loans fell to 7.14% at the end of May, from 12.09% in April. The LTM European
high yield default rate was 2.6% at the end of May, compared to 0.7% in April, while the loan default rate was significantly lower at 0.6%,
unchanged from April.”

May brought the reopening of the European loan market, with new issue volume totaling €2.28 billion after virtually no issuance in March
and April. This takes the volume for 2020 to €29.0 billion, down slightly from the €30.9 billion recorded in the same period last year.
European high-yield bond issuance in May stood at €2.45 billion, up from the €1.67 billion in April, and zero issuance in March, bringing
year-to-date volume to €23.52 billion. That is only slightly behind the €25.85 billion in the same period in 2019." High yield issuance has
been supported by steady retail fund inflows, which totaled €942 million during May.®

5 JP Morgan, Lipper, as of May 29, 2020. Includes all weekly and monthly reporting funds, if reported by June 10, 2020.

’Bloomberg Barclays US High Yield Index, as of May 29, 2020; S&P/LSTA Leveraged Loan Index, as of May 31, 2020.

& JP Morgan High Yield and Leveraged Loan Market Monitor, June 1, 2020.

° Bloomberg Barclays US High Yield Index, S&P/LSTA Leveraged Loan Index, as of May 29, 2020.

' JP Morgan Default Monitor, June 1, 2020.

"Goldman Sachs Research, May 27, 2020.

" Credit Suisse European Leveraged Loan and High Yield indices, as of May 29, 2020.

B Credit Suisse Default Report, June 1, 2020. Represents LTM par default rates of Credit Suisse Western European Leveraged Loan and High Yield indices.
" LCD European Playbook, May 31, 2020.

® JP Morgan, Lipper, May 29, 2020.
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|
US and European CLO Markets

US and European CLO fundamentals remain mixed. CLO equity net asset

values improved in May as a result of the broad rally in loan prices, even CLO Spreads
though downgrades and defaults persisted.'®

1200 1075
Additional rating agency loan downgrades on underlying loan holdings in May 900
worsened the Weighted Average Rating Factor ("WARF") for US and European 900
CLOs, despite a slower pace of downgrades compared to April.”® Although 40 75 g9
CCC downgrades in May were also down significantly compared to April, the 325 303

percentage of CCC-rated loans in US and European CLOs increased.® However, 300 175 175 240 230

the impact of larger CCC baskets on overcollateralization tests and interest
diversion tests was less impactful as a result of the lift in loan prices.

0

s = < g s

Rating agencies continued to place additional CLO tranches on watch in May
with a significant portion of lower rated CLO tranches now on negative watch
or outlook. As of June 3, 34% of BBB, 53% of BB, and 87% of B-rated US CLO
tranches and 46% of BBB, 66% of BB, and 67% of B-rated European CLO tranches were on watch for downgrade.? As of the writing of
this commentary, a select number of BB and B-rated CLO tranches have been downgraded in June. GSO, however, continues to fare well:
out of 25 CLO managers with 15 deals or more, we have the 4th lowest percentage of CLOs with at least one tranche on watch by either
Moody’s or S&P.?

=US CLOs ®EU CLOs

Although CLO new issuance increased month over month to $6.0 billion in the US and €1.0 billion in Europe, issuance remains relatively
low primarily due to the fact that CLO liability spreads continue to lag the rally in the underlying loans.?? A large part of European issuance
in May came from the May 28 pricing of GSO's second European CLO of the year, Avondale Park CLO, which totaled €300 million. Although
CLOs are being issued in Europe, they are smaller in size on average at about €310 million since the start of March compared to €420
million in January and February.?

Despite the mixed market conditions, investor demand, coupled with limited new CLO issuance supply, drove spreads tighter across all
tranches in both US and European CLOs in May. BB-rated CLO tranches experienced the largest spread tightening, with US spreads
decreasing 150bp and European spreads decreasing 275bp on average month over month.?

' Barclays CLO and Leveraged Loan Monthly Update, June 2, 2020.

7 Wells Fargo CLO Monthly Market Overview, June 2, 2020.

®Bank of America CLO Weekly, May 29, 2020.

" Creditflux, June 9, 2020

“ Barclays, June 3, 2020.

2 JPMorgan, FOMO the CLO Rally, June 4, 2020. Ranking out of 25 managers with 15 deals or more.
#CD, May 29, 2020.

ZLCD, June 5, 2020.

*Bank of America, Citi, May 29, 2020.
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Market Snapshot (as of May 29, 2020)>

US Credit Monthly Returns EU Credit Monthly Returns
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Level Level AMTD Level
US.Loans 602 -107 179 713% 137% 1.00% $89.03 $292 -$7.69
US.HY 637 -107 301 727% -0.96% 1.29% $94.63 $4.04 -$6.60
EU Loans 654 -101 248 421% -021% 0.06% €91.60 €267 €672
EUHY 708 -74 327 6.70% -0.68% 2.89% £€8951 €226 €992
Level MTD Return YTD Return Level AMTD AYTD
Dow Jones Industrials 25383 4.66% -10.06% 1-Month Libor 0.18% -15bp -158 bp
S&P500 3044 476% -497% 3-Month Libor 034% -21bp -156 bp
Russell 2000 1394 6.36% -16.45% 10-Year Treasury 0.65% 1bp -127bp
Euro Stoxx 50 3050 494% -17.33% 3-Month Euribor -030% -3bp 8bp
DAX 1587 6.68% -1255% 6-Month Euribor -0.15% 2bp 17bp
MSCI Emerging Markets 930 0.79% -15.90% 10-Year German Bund -045% 14bp -26bp
MSCI World 2148 490% -7.95%

» S&P/LSTA Leveraged Loan Index (represented by spread to maturity and yield to maturity), Bloomberg Barclays US High Yield Index (represented by OAS and yield to
maturity), Credit Suisse Western European Leveraged Loan Index (represented by 3-year discount margin and current yield), and Credit Suisse Western European
High Yield Index (represented by spread to worst and yield to worst), as of May 29, 2020, except US loan returns, which are as of May 31, 2020. Equities, LIBOR,
Euribor, US Treasury, and German bund sourced from JP Morgan daily updates.
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Important Disclosure Information

This document has been prepared for informational purposes only about GSO Capital Partners LP (together with its affiliates operating as part of
Blackstone's GSO credit focused business group, "GSQO") and it does not constitute an offer to sell, or a solicitation of an offer 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 supplemented from
time to time and the governing and operating documents for a Fund (together, the "Operative Documents"). The Operative Docume nts contain material
information (including a discussion of potential conflicts of interest) not contained in this document, and supersedes and qualifies 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 investor's own legal, accounting and tax ad visors in order to make
an independent determination of the suitability and consequences of the investment. Risks associated with investment in a Fund include, without
limitation, illiquidity of an investment, risk of default of the underlying debt instrument and risk of loss of principal.

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 information. While such information is
believed to be reliable for the purpose used herein, GSO does not accept any liability for any loss or damage which may arise directly or indirectly from
any use of or reliance on such information. The information presented herein is as of the date of preparation 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 identified by the use of forward-looking
terminology such as "may.” “will," "should,” "expect,” "anticipate,” "target," "intend," "continue” or "believe," or the negatives thereof or other variations
thereon or comparable terminology. Due to various risks and uncertainties, actual events or results 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 financial 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 investment 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 or opinions contained in this
document by GSO, Blackstone, any Fund, or any of their respective directors, officers, managers, shareholders, partners, members or employees and no
liability is accepted by such persons for the accuracy or completeness of any such information or opinions. Tax considerations, margin requirements,
commissions and other transaction costs may significantly affect the economic consequences of any transaction concepts referenced in this
commentary and should be reviewed carefully with one's investment and tax advisors. Blackstone and others associated with it may have positions in
and effect transactions in securities of companies mentioned or indirectly referenced in this commentary and may also perform or seek to perform
services for those companies. Investment concepts mentioned in this commentary may be unsuitable for investors depending on their specific
investment objectives and financial position.

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 limitation S&P Credit Ratings) (collectively "Content”),
neither Blackstone nor the applicable third 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 Content. Please read the complete disclaimer with respect
to S&P Credit Ratings: http://www.standardandpoors.com/en_US/web/guest/regulatory/legal -disclaimers.

The views expressed herein are the personal views of the authors, and do not necessarily reflect the views of Blackstone (as herein defined) or GSO (as
herein defined). The views expressed reflect the current views of the authors as of the date hereof and the authors Blackstone, and GSO each undertake
no responsibility to advise you of any changes in the views expressed herein.

ERISA Fiduciary Disclosure. The foregoing information has not been provided in a fiduciary capacity under ERISA, and it is not intended to be, and should
not be considered as, impartial investment advice.

For more information about how Blackstone collects, uses, stores and processes your personal information, please see our Privacy Policy here:
http://go.pardot.com/e/213192/privacy/68f9x/182811975?h=L3PDITnbE2hOR6YywW-jpiXWquHWiOdKAOzy99H3DKIf8.

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 continue 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 preclude prediction as to their ultimate adverse
impact on economic and market conditions, and, as a result, presents material uncertainty and risk with respect to the Funds and the performance of
their Investments.
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