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Distressed Debt Fundraising Overtaken by Direct Lending in North America

During the Globa Financia Crisis (GFC), the distressed debt market in North America established itself asthe
driving force behind the emerging industry of private debt in the region. Throughout 2007 and 2008, an
aggregate $80bn was raised through distressed debt vehicles as investors allocated swathes of capital to
capitalise on the sheer quantity of opportunitiesin the wake of economic collapse.
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Following the calming of global market turbulence — 2009 onwards — distressed debt fundraisings have not
threatened to reach the peaks of the GFC. In fact, the combined $21.6bn raised back in 2010 is the highest total
since the GFC indicating that the growth of the private debt asset class has not been reflected in the distressed
debt industry specifically. Thistrend has also been reflected in the global distressed debt fundraising market as
North America-focused funds continue to attract the vast majority of investor capital due to the established credit
landscape in the region.

Given the calming in North America-focused distressed debt fundraising, direct lending funds have seen greatly
increased levels of capital flowing into the debt type. In 2010, distressed debt vehicles targeting investmentsin
North America, raised 64% of al investor commitments in the private debt industry however this proportion
more than halved to 30% through 2015 and currently stands at 12% in 2016 Y TD.
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In contrast, direct lending funds secured just over atenth (12%) of the total capital raised in 2010, however the
debt type attracted a greater proportion (41%) of annual private debt North America-focused investor capital
than distressed debt types (33%) in 2014. In 2016 Y TD, despite the sluggish industry-wide fundraising
landscape, North America-focused direct lending funds have secured 50% of all investor commitments.

However, several large distressed debt funds are nearing final closes — the most notable being the Oaktree
Opportunities Fund Xb, which is now on itsthird close targeting $7bn — and so the latter half of 2016 could see
the distressed debt landscape in North America enlivened.
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