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Can you start by defining ABF and how the opportunity set differs
from other private credit strategies?

ABF is certainly very topical, attracting attention from investors, managers and
headlines alike—but the big question is how to define it. ABF is a broad label, with
different managers and investors defining its boundaries differently. Unlike more
clearly delineated markets like asset-backed securities (ABS) or public corporate
credit, ABF spans a wide variety of collateral types and risk-return profiles.

At a high level, ABF is typically broken down into hard assets and financial assets
across a variety of sectors. While hard assets are focused on tangible assets like
equipment financing, digital infrastructure, aviation and mortgages, financial assets
center more on pools of loans that aren't tied to physical assets—like consumer or

small business loans.

At Barings, we divide ABF into three main areas: residential, consumer and
commercial asset-based finance. From there the lens can widen or narrow. In our
view, the opportunity set is not limited to securitized credit, even though that's a
core component—we also include asset-based loans (ABLs), whole loans, project
finance and other secured structures with similar attributes.
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One of ABF's strengths is its breadth of risk-return profiles, which range from
AAA down to equity. And importantly, ABF is complementary to other private credit
strategies because it offers diversification away from general corporate credit risk.
Unlike private placements or direct lending, which are fundamentally corporate-risk
focused, ABF centers on collateral and cash-flow behavior rather than traditional

corporate financials alone.
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ABF VS. DIRECT LENDING

ABF differs from direct lending in a few key ways. In ABF, the underlying collateral typically
comprises hundreds (or even thousands) of loans, such as consumer receivables, auto loans, or
small business credit assets. Because cash flows are generated from a broad pool of loans rather
than a single corporate entity, ABF investors typically receive principal and interest in a self-
amortizing way, where payments steadily reduce the outstanding balance over time (Figure 1).

Conversely, direct lending involves making loans to individual middle market companies, often
with bullet repayment structures. Here, investors typically receive periodic interest payments,
while the majority of the principal is repaid at maturity or upon a capital market event.

Given these structural differences, ABF requires a different underwriting “‘muscle,” and one we

believe is valuable in a broader portfolio as a diversifier to traditional corporate lending strategies.

Figure 1: ABF vs. Direct Lending
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Source: Barings.

How big is the market and what'’s driving the growth of ABF?

While ABF has been around for decades, it has seen significant growth alongside the broader
boom in private credit. Estimates vary widely depending on what's included, but many put the
“core” ABF market somewhere between $5 and $6 trillion—and that number gets even bigger
(up to $20+ trillion) if including areas like real estate and collateralized loan obligations (CLOs).!

1. Source: Barings & other market estimates. As of September 30, 2025.
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Looking ahead, the momentum shows no signs of
slowing. Moody's expects ABF to be a key growth
engine within private credit broadly, translating to at
least $1 trillion in new ABF origination over the next
five years.?

This trend reflects a broader structural shift: the
disintermediation of bank balance sheets. While
banks did pull back from certain types of lending
after the financial crisis—creating space for non-bank
lenders to step in and fill the gap—the story today

is less about withdrawal and more about capacity
constraints. Regulatory and capital requirements limit
how much risk banks can retain, even as financing
needs continue to grow. As a result, private and non-
bank capital is increasingly stepping in to absorb
portions of the risk and provide additional funding.

At the same time, investors are seeking
diversification and yield, and ABF's collateral-
backed structures and lower correlation to public
markets are proving attractive. Insurance companies
are already significant players, with participation
from other institutional investors, as well as wealth
investors, beginning to rise through innovative fund
structures. Together, these forces suggest that ABF
is not only large, but also positioned for sustained
expansion as a broader set of investors expand their
private markets allocation—offering greater private
capital financing options.

We've seen increased convergence between
public and private markets. How is that
playing out within ABF?

Convergence can be overhyped in benign markets,
and it will be interesting to see the interplay between
convergence and divergence when credit markets
become more volatile. That said, there are certainly
secular trends at work. On the originator or sponsor

2. Source: Pitchbook; Moody'’s. As of January 2025.
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side, funding needs are expanding, and more
platforms are operating across both public and
private markets to build a diversified funding base.
They tend to pivot between the two as windows open
and close—when public markets are choppy, they can
tap private, and vice versa. On the investor side, more
investors are allocating across both public and
private securitized credit, which is a key reason we
combined our private and public ABF teams last year.
There are a few specific areas where we're seeing this,
and it hinges on the type of investor involved.

INSURANCE INVESTORS

For insurance investors that have been allocating

to public and private securitized credit for years,

the focus is less on “public vs. private.” It's more on
optimization, and balancing liquidity requirements
from a regulatory perspective with illiquidity premium
and volume needs. The big shift for many of these
investors (and the reinsurers of their risk) has been
the rapid growth of annuity products over the last
5+ years, which increases the need for “raw material
yield” to manage liabilities efficiently.

PENSION FUNDS & NON-INSURANCE
INVESTORS

Meanwhile, pension funds and non-insurance
investors traditionally focused on public IG securitized
debt, are now exploring private ABF for additional
yield. The challenge lies in striking the right balance:
moving from public IG into private ABF introduces
illiquidity, so allocations need to be sized appropriately.
Too little, and the impact on overall portfolio
performance can be negligible; too much, and
liquidity constraints may become a concern. We think
we're in the early innings still, but we do see growing
interest among investors for multi-strategy private IG
solutions with the potential to deliver a meaningful
spread pick-up over traditional fixed income, without
sacrificing credit quality.
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What is drawing investors to focus on allocations to ABF, and what portfolio
objectives does it serve?

Investors are increasingly looking to broaden their private credit exposure and deployment beyond
middle market/direct lending. In addition to the size and breadth of the opportunity set, ABF stands out
for a few key reasons:

EXCESS SPREAD/YIELD POTENTIAL VS. PUBLIC MARKETS

ABF has historically delivered a spread premium over both IG corporate debt and U.S. Treasuries,
averaging 125-200 bps and 225-300 bps, respectively. This can be especially valuable for insurance
investors seeking liability-matching solutions, as well as for other institutional and wealth investors
looking to generate additional yield beyond their traditional investment-grade corporate allocations.

DIVERSIFICATION RELATIVE TO TRADITIONAL CORPORATE CREDIT

ABF can also support investors seeking diversification from their existing middle market/direct lending
allocations. Because these strategies are backed by highly diversified, non-corporate collateral with
contractual cashflows, ABF can serve as a complementary allocation to direct lending. For investors
willing to move beyond a pure investment grade ABF focus, an interesting opportunity exists to achieve
high single to low double digit returns with a more IG/below-IG crossover risk profile—secured by non-
corporate, collateral-backed exposures.

DOWNSIDE PROTECTION POTENTIAL

The combination of highly diversified collateral pools and structural protections—such as
overcollateralization, subordination, and covenants—also provide meaningful downside protection
potential. These features can help both mitigate credit losses and preserve capital, making ABF an attractive

option for investors focused on risk management and resilience during periods of market stress.

Figure 2: ABF Has Historically Offered a Spread Premium Over |G Corporates
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Sources: Bloomberg; Barings. As of September 30, 2025. Barings Private ABF is based on historical origination volumes
across residential mortgage finance, consumer asset finance, and commercial asset finance. Spreads for residential
mortgage finance reflect Treasury + OAS. Consumer and commercial asset finance reflect Treasury + spread.
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What are the different ways ABF can be accessed or originated?

As investors and managers, we think of accessing ABF typically through three primary
channels. Across these, our focus is on origination that offers meaningful influence over credit
policy and structure, transparency into underlying collateral and performance data, and the
ability to build volume and scale over time.

The first channel is owned or affiliated origination, which provides recurring,
proprietary deal flow. You might retain certain tranches and sell others, but the key lies

in the visibility and consistency of flow, which are critical for meeting annuity and other
insurance liability needs. While we don't aim to own all origination—that'’s not realistic or
necessary—having direct relationships, as well as selective and flexible ownership in key
areas like residential and targeted commercial asset finance, is a critical and deliberate part of
our strategy.

The second channel is direct or bilateral origination. ABF is a large, segmented space,
requiring managers to pick the spots where they have specialization and a track record of
underwriting and performance. In today’s competitive environment—particularly consumer
and to some extent commercial—it's important to have capital sources to participate up and
down the capital structure or in whole loans. In the current market, there aren't many
syndicated or IG-only deals in these segments; if you're waiting on those, you can end
up stuck in line with everyone else. Having the ability to act earlier, or to structure and
allocate across the stack, often leads to better access.

The final channel consists of club and broadly syndicated deals where everyone, in
theory, can transact. We'll always be involved in these spaces, but we tend to pick our spots
and use them to supplement what we're doing in the first two channels.

Typically, ABF has been an asset class highly sought after by large institutional investors,
mainly insurance companies, that access the asset class through customized separately
managed accounts. Given the size of the opportunity, there has been a growing interest
from non-insurance investors in allocating across publics and privates, as well as potentially
through a dedicated product offering.

Where are you seeing the best opportunities within ABF, and why?

We see opportunities across a number of ABF segments, particularly those benefiting
from strong secular growth trends. These include areas where there is potential to capture
deal flow from originators with large financing programs seeking to diversify funding
sources—away from traditional public ABS or banks—through private ABF. We also see
opportunities in segments more exposed to bank retrenchment and in sectors that require
access to multiple end markets.

Conversations | December 2025 6



BARINGS

One example is residential mortgages. Supported by favorable housing data, we see opportunities in non-
qualified mortgages, residential transition loans, and second lien/home equity loans that don’t align
with typical bank underwriting needs but still have strong credit profiles. In the commercial segment,
aviation and equipment finance are examples, where solid tailwinds are creating attractive opportunities.

Broadening the ABF lens beyond residential, consumer and commercial, we see opportunities in
infrastructure and digital. With staggering spending estimates to upgrade U.S. core infrastructure and
capitalize on the digital/Al wave, institutional investors and private markets will play a critical role, as
public markets and banks alone cannot absorb this flow.

Going forward, there will be bumps in the road, and cycles will bring volatility—but we view this opportunity
through a long-term lens. Our strategy emphasizes downside protection, with the flexibility to pivot during
market dislocations and leverage our origination and structuring expertise across multiple segments of the
ABF market. By originating deals where we have a high degree of influence on credit and structure, access
to collateral data, and a disciplined focus on risk management, we believe we're well-positioned to design
flexible, high-quality solutions for our investors with the potential to generate excess spread and attractive
risk-adjusted returns over time.

Barings’ ABF Platform

Our global sourcing capabilities and creative structuring expertise position us to deliver attractive
risk-adjusted returns across the residential, consumer and commercial asset-based sectors.

S55 B+ 40+ 65+ Over 50%

in Assets Under
Management

7

Our established
platform has a track record
of capital preservation and

generating attractive
risk-adjusted returns
across market cycles.

year history dedicated

investing across
public and private

professionals across

of private transaction
deal flow sourced

Noth America, directly, outside of
ABF markets Europe and broadly syndicated
Asia Pacific markets

B

A subsidiary of
MassMutual, our ownership
model ensures long-term

alignment of interests with

our clients and provides
a foundation for strategic
growth and innovation.

Data as of September 30, 2025.

oll0

We actively manage our
portfolios with a strong
emphasis on risk management,
supported by a robust data

platform with high-quality
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Barings is a $470+ billion* global asset management firm that partners with institutional, insurance, and
intermediary clients, and supports leading businesses with flexible financing solutions. The firm, a subsidiary
of MassMutual, seeks to deliver excess returns by leveraging its global scale and capabilities across public

and private markets in fixed income, real assets and capital solutions.

IMPORTANT INFORMATION

Forecasts in this document reflect Barings' market views as of the preparation date and may change without notice.
Projections are not guarantees of future performance. Investments involve risk, including potential loss of principal.
The value of investments and any income may fluctuate and are not guaranteed by Barings or any other party. PAST
PERFORMANCE IS NOT INDICATIVE OF FUTURE RESULTS. Examples, portfolio compositions, and investment
results shown are for illustrative purposes only and do not predict future outcomes. Actual investments may differ
significantly in size, composition and risk. No assurance is given that any investment will be profitable or avoid
losses. Currency exchange rate fluctuations may impact investment value. Prospective investors should consult the
offering documents for detailed information and specific risk factors related to any Fund/Strategy mentioned.

NO OFFER: The document is for informational purposes only and is not an offer or solicitation for the purchase

or sale of any financial instrument or service in any jurisdiction. The material herein was prepared without any
consideration of the investment objectives, financial situation or particular needs of anyone who may receive it.
This document is not, and must not be treated as, investment advice, an investment recommendation, investment
research, or a recommendation about the suitability or appropriateness of any security, commodity, investment, or
particular investment strategy, and must not be construed as a projection or prediction.

Unless otherwise mentioned, the views contained in this document are those of Barings. These views are made

in good faith in relation to the facts known at the time of preparation and are subject to change without notice.
Individual portfolio management teams may hold different views than the views expressed herein and may make
different investment decisions for different clients. Parts of this document may be based on information received
from sources we believe to be reliable. Although every effort is taken to ensure that the information contained in
this document is accurate, Barings makes no representation or warranty, express or implied, regarding the accuracy,
completeness or adequacy of the information.

Any service, security, investment or product outlined in this document may not be suitable for a prospective
investor or available in their jurisdiction

Barings is the brand name for the worldwide asset management and associated businesses of Barings LLC and

its global affiliates. Barings Securities LLC, Barings (U.K.) Limited, Barings Australia Pty Ltd, Barings Japan Limited,
Baring Asset Management Limited, Baring International Investment Limited, Baring Fund Managers Limited, Baring
International Fund Managers (Ireland) Limited, Baring Asset Management (Asia) Limited, Baring SICE (Taiwan)
Limited, Baring Asset Management Switzerland Sarl, Baring Asset Management Korea Limited, and Barings
Singapore Pte. Ltd. each are affiliated financial service companies owned by Barings LLC (each, individually, an
"Affiliate”). Some Affiliates may act as an introducer or distributor of the products and services of some others and

may be paid a fee for doing so.

Copyright and Trademark
Copyright © 2025 Barings. Information in this document may be used for your own personal use, but may not be
altered, reproduced or distributed without Barings’ consent.

The BARINGS name and logo design are trademarks of Barings and are registered in U.S. Patent and Trademark
Office and in other countries around the world. All rights are reserved.
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