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Hyperscalers Finally Arrive in the Loan Market and Find a
Pricey Reception

Al-related loan issuance comes to the leveraged loan market and provides higher spread
opportunities for the CLO market.

The unprecedented growth in Al-related companies and data centers spilled over into the
leveraged loan market and could be a boon for the CLO market. Previously, most of the new
capital for this build-out came from equity offerings or investment grade debt capital. But
recently, many of these new borrowers tapped the leveraged loan markets to facilitate the
growth and buildout of data centers and other Al infrastructure. Al-related non-investment
grade loan issuance reached $8 billion on a year-to-date basis through August.! The long-
term prospects of Al and related products are accompanied by a great deal of future
uncertainty and perhaps even speculation, which has influenced loan pricing. These loans
earliest entries into the non-investment grade market are priced at higher (wider) loan
spreads compared to other new issue loans, giving CLO managers fresh opportunities to
build higher loan spreads within their loan portfolios (and chop away at past loan spread
compression). Over time, these higher spread loans could help to re-inflate CLO equity net
interest margins and raise future CLO equity cash yields.

The introduction of Al-related borrowers to the
leveraged loan market is a relatively new Primary Loans?
development as historically, those borrowers often
gravitated towards the investment grade or high
yield market. Credit underwriting for these
borrowers comes with challenges and uncertainty
that are reflected in the higher spread pricing of
these loans. Data center loans have priced
significantly wider compared to other new issue
loans, despite most of the data center loans carrying
higher credit ratings (BB- or better). Data center
loans generally priced between 100 and 300 basis
points wider than the median new issue loan spread .. . .. o cosr oess wss jnss sess pecss v s
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billion first lien loan (rated Ba2/BB+) that priced at

SOFR plus 5.50% with a loan issuance price of 97 cents-on-the-dollar (over a 10% yield-to-
maturity).3 CoreWeave will use the proceeds of this loan to support growth in the compute
capacity it rents out to its customers (a business model now known as “neocloud”). Lambda,
which operates a similar business model to CoreWeave, completed a $0.9 billion first lien
loan (rated BaaZ2 or investment grade) that priced at SOFR plus 3.00% with a loan issuance
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I Nomura CLO Research, “Reviewing the Al Infrastructure Buildout in CLOs,” as of August 20, 2026.
ZNomura CLO Research, “Reviewing the Al Infrastructure Buildout in CLOs,” as of August 20, 2026.
3 Pitchbook LCD, as of July 31, 2026.
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price of 99 cents-on-the-dollar and a 4-year paydown period.* These two examples highlight
lenders' demand for more structured, and potentially quicker, loan repayment schedules
through scheduled amortization payments and excess cash sweeps, which help to mitigate
some of the business uncertainties.

To help structure around the potentially speculative credit profile of these new business
models, lenders have taken some creative loan structuring steps. A cloud infrastructure
borrower could have higher credit risk if the vendor contract has a lease renewal term
shorter than the loan maturity. To address this risk, in some cases, the loan structure links
amortizations to customer contract renewal timing and structure, sometimes including
strong excess cash flow sweeps, to fully amortize before contract or lease renewals.> This
can be a significant credit protection for physical data center borrowers with lease durations
creating renewal and thus credit risk. Additionally, customer contracts for compute power
typically commit to a fixed amount of capacity at a given price, regardless of the customer's
actual usage. However, this can introduce an operational risk for borrowers, like CoreWeave
or Lambda, where energy costs are not passed through to customers—unlike physical data
centers, which pass these costs onto customers through the lease agreements.® Other credit
considerations include whether there is true concentrated counterparty risk and who is the
tenant hyperscaler, and whether the true collateral value is a real estate lease or actual
compute capacity or equipment (high performance semiconductor chips), perhaps on a “take
or pay” basis. Technical life expectancy for a chip or equipment collateral pool is often
debated.
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across the CLO universe.” Not only do these loans carry higher spreads, but they also offer
loan portfolio NAV support through higher dollar prices. For example, about 92% of Al-
related infrastructure loans held by CLOs are priced at 98 cents-on-the-dollar or higher.8
Some CLO managers have used Al-related infrastructure loans to build par, favoring higher
concentration in Al infrastructure over broader software exposure.?

While the future winners and losers in Al are uncertain, the buildouts of Al infrastructure
provide new opportunities in today’s leveraged loan markets. Moreover, since these are
truly “new money” loans growing the total loan supply (as opposed to a repeat LBO issuer
for example), these loans should help better balance the supply-demand dynamics that has
seen too many dollars from new CLOs chasing too few LBO loans. Early results are positive:
while the CoreWeave loan priced wide of initial launch guidance with meaningful OID and
spread, the loan now trades nicely above par, providing early gains to the initial loan
buyers.10 We believe Al-related loans offer CLO managers new loan opportunities that carry
higher spreads, better credit ratings, and creative loan terms that can help compensate
lenders for perceived risk. Over time, these loans could support loan spread expansion
across existing CLO loan portfolios that could improve CLO equity net interest margins and
ultimately CLO equity cash yields. We believe the expansion and diversification of the loan
market, through the introduction of Al-related borrowers, would create new opportunities
and benefits for the CLO ecosystem.

LEGAL DISCLAIMERS: THESE MATERIALS ARE PRESENTED FOR DISCUSSION AND INFORMATIONAL PURPOSES ONLY FOR USE BY
CLARION CAPITAL PARTNERS, LLC AND ITS AFFILIATES (THE “FIRM” OR “CLARION” ) AND THOSE WHO HAVE BEEN FURNISHED
THESE MATERIALS BY CLARION. BY ACCEPTING THESE MATERIALS, THE RECIPIENT AGREES TO THE CONTENT OF THIS DISCLAIMER.

ANY RECIPIENT WILL, AND WILL CAUSE ITS REPRESENTATIVES AND ADVISORS TO, USE THIS INFORMATION ONLY TO DISCUSS ITS
INVESTMENT OR POTENTIAL INTEREST IN THE DESCRIBED INVESTMENT AND FOR NO OTHER PURPOSE AND AGREES THAT UNDER
NO CIRCUMSTANCES MAY A COPY, IN ANY FORMAT, BE SHOWN, REPRODUCED, TRANSMITTED, SHARED OR OTHERWISE PROVIDED TO
ANY OTHER PERSON. IN THE EVENT YOU HAVE RECEIVED THESE MATERIALS BUT ARE NOT CURRENTLY AN INVESTOR IN PRODUCTS
MANAGED BY CLARION, YOU ACKNOWLEDGE THAT ALL COPIES OF THIS PRESENTATION, INCLUDING ELECTRONIC COPIES, MUST BE
RETAINED IN A CONFIDENTIAL MANNER AND MUST BE DELETED OR DESTROYED UPON THE REQUEST OF CLARION.

THE VIEWS HEREIN REFLECT CLARION’S GENUINE ASSESSMENT OF CURRENT MARKET DYNAMICS, PROVIDED THAT CLARION DOES
MANAGE INVESTMENT STRATEGIES WITH EXPOSURE TO CLO EQUITY AND MEZZANINE TRANCHES AND THUS HAS A FINANCIAL
INTEREST IN THE SUBJECT MATTER. THESE MATERIALS DO NOT CONSTITUTE INVESTMENT ADVICE OR AN OFFER TO SELL OR THE
SOLICITATION OF AN OFFER TO PURCHASE ANY INVESTMENT PRODUCT OR ANY INTEREST IN ANY INVESTMENT VEHICLES ADVISED
BY CLARION IN ANY JURISDICTION TO ANY PERSON. ANY OFFER OR SOLICITATION FOR INTERESTS IN ANY CLARION-MANAGED OR
ADVISED FUND OR PRODUCT (COLLECTIVELY, THE “PRODUCT”) WILL ONLY BE MADE PURSUANT TO THE DEFINITIVE OFFERING
DOCUMENTS OF SUCH PRODUCT, WHICH WILL CONTAIN A DESCRIPTION OF THE MATERIAL TERMS (INCLUDING RISK FACTORS,
CONFLICTS OF INTEREST, FEES AND CHARGES, AND REGULATORY AND TAX CONSIDERATIONS), AND SHOULD BE REVIEWED
CAREFULLY PRIOR TO MAKING AN INVESTMENT OR ENTERING INTO RELATED TRANSACTIONS. ALL INVESTORS ARE URGED TO
CONSULT A PROFESSIONAL ADVISOR REGARDING THE POSSIBLE ECONOMIC, TAX, LEGAL OR OTHER CONSEQUENCES ASSOCIATED
WITH AN INVESTMENT IN THE PRODUCT OR RELATED TRANSACTIONS, AND TO CAREFULLY REVIEW THE PRODUCT’S CONFIDENTIAL
PRIVATE PLACEMENT MEMORANDUM AND THE RISKS AND CONFLICTS RELATED TO AN INVESTMENT IN THE PRODUCT CONTAINED
THEREIN. ANY INVESTOR WHO SUBSCRIBES, OR PROPOSES TO SUBSCRIBE, FOR AN INVESTMENT IN THE PRODUCT MUST BE ABLE TO
BEAR THE RISKS INVOLVED AND MEET SUITABILITY REQUIREMENTS. INVESTORS MUST REALIZE THAT THEY COULD LOSE ALL OR A
SUBSTANTIAL AMOUNT OF THEIR INVESTMENT IN THE PRODUCT, AND THAT THERE IS NO PUBLIC MARKET FOR AN INTEREST IN
PRIVATE PRODUCTS AND NO SUCH MARKET IS EXPECTED TO DEVELOP. THE TRANSFERABILITY OF INTERESTS IN THE PRODUCT WILL
BE SUBSTANTIALLY RESTRICTED BY THE DEFINITIVE DOCUMENTS OF THE PRODUCT AND APPLICABLE LAW.

7Nomura CLO Research, Intex, and Clarion Capital Partners, as of August 20, 2026.
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THESE MATERIALS CONSTITUTE THE VIEWS OF CLARION AND DO NOT CONSTITUTE AN AGREEMENT WITH, OR UNDERTAKING BY,
CLARION OR THE PRODUCT. THIS COMMENTARY PRESENTS CLARION’S VIEWS AND IS NOT INTENDED AS A COMPREHENSIVE
ANALYSIS. CLOS INVOLVE SIGNIFICANT RISKS, AND NOTHING HEREIN SHOULD BE CONSTRUED AS A RECOMMENDATION TO INVEST
IN OR AVOID ANY PARTICULAR STRUCTURE OR INSTRUMENT. CLARION’S ANALYSIS REFLECTS ITS CURRENT VIEWS, WHICH MAY
CHANGE, AND REASONABLE INVESTORS MAY REACH DIFFERENT CONCLUSIONS FROM THE SAME INFORMATION. THERE CAN BE NO
ASSURANCE THAT THE PRODUCT WILL ACHIEVE ITS INVESTMENT OBJECTIVES OR WILL MAKE ANY PROFIT, OR WILL BE ABLE TO
AVOID INCURRING LOSSES OR THAT ANY OF THE SYNERGISTIC BENEFITS OR OTHER OPPORTUNITIES DESCRIBED HEREIN WILL
MATERIALIZE (OR TO THE EXTENT DESCRIBED HEREIN). SUCH BENEFITS OR OPPORTUNITIES MAY NOT MATERIALIZE, INCLUDING,
WITHOUT LIMITATION, FIDUCIARY, CONTRACTUAL, COMMERCIAL, REGULATORY, REPUTATIONAL OR SIMILAR REASONS. AS THE
INVESTMENT OPPORTUNITY DESCRIBED HEREIN IS SUBJECT TO A VARIETY OF RISKS, INVESTMENTS ARE SUITABLE ONLY FOR
QUALIFIED INVESTORS THAT FULLY UNDERSTAND THE RISKS OF SUCH INVESTMENTS. THE INFORMATION CONTAINED IN THESE
MATERIALS DO NOT TAKE INTO ACCOUNT THE PARTICULAR INVESTMENT OBJECTIVES OR FINANCIAL CIRCUMSTANCES OF ANY
SPECIFIC PERSON WHO MAY RECEIVE IT. CLARION HAS NOT MADE, NOR IS NOW MAKING, ANY RECOMMENDATIONS AS TO AN
INVESTOR'’S DECISION TO INVEST IN THE PRODUCT DESCRIBED HEREIN AND THESE MATERIALS SHOULD NOT BE CONSIDERED A
RECOMMENDATION TO PURCHASE OR SELL ANY PRODUCT.

ANY FORWARD-LOOKING STATEMENTS MADE HEREIN CONSTITUTE CLARION’S VIEWS WITH RESPECT TO FUTURE EVENTS, AND ARE
MADE BASED ON VIEWS AS OF THE DATE OF THESE MATERIALS AND INFORMATION AVAILABLE AT THAT TIME. THERE IS NO
ASSURANCE THAT SUCH VIEWS ARE OR WILL, WITH THE PASSAGE OF TIME, PROVE TO BE CORRECT. ACTUAL EVENTS, RESULTS OR
PERFORMANCE MAY DIFFER MATERIALLY FROM THOSE REFLECTED OR CONTEMPLATED BY SUCH FORWARD-LOOKING STATEMENTS
AS A RESULT OF FACTORS BEYOND CLARION’S CONTROL. IN CONSIDERING THE PRIOR PERFORMANCE INFORMATION CONTAINED
HEREIN, PROSPECTIVE INVESTORS SHOULD BEAR IN MIND THAT PAST PERFORMANCE IS NOT INDICATIVE OF FUTURE RESULTS, AND
THERE CAN BE NO ASSURANCE THAT THE PARTIES DESCRIBED HEREIN WILL BE ABLE TO IMPLEMENT THEIR STRATEGIES OR
APPROACH, ACHIEVE DESIRED, COMPARABLE OR PAST RESULTS.

THE INFORMATION CONTAINED HEREIN MAY CHANGE AT ANY TIME WITHOUT NOTICE, AND THERE IS NO DUTY TO UPDATE THE
PERSON OR FIRM TO WHOM THIS INFORMATION IS PROVIDED. NO WARRANTY OF ANY KIND, IMPLIED, EXPRESSED OR STATUTORY,
IS GIVEN IN CONJUNCTION WITH THE INFORMATION SET FORTH HEREIN. CLARION MAKES NO REPRESENTATIONS OR WARRANTIES,
EXPRESSED OR IMPLIED, AS TO THE ACCURACY OR COMPLETENESS OF ANY INFORMATION, STATEMENTS AND ESTIMATES
PRESENTED HEREIN.

THE INTERESTS IN THE PRODUCT MAY NOT BE ELIGIBLE FOR SALE IN SOME JURISDICTIONS, OR SUITABLE FOR ALL TYPES OF
INVESTORS. PROSPECTIVE INVESTORS SHOULD INFORM THEMSELVES AS TO THE LEGAL REQUIREMENTS AND TAX CONSEQUENCES
OF THE RECEIPT OF THESE MATERIALS AND INVESTMENT IN THE PRODUCT WITHIN THE COUNTRIES OF THEIR CITIZENSHIP,
RESIDENCE, DOMICILE AND PLACE OF BUSINESS.

UNLESS OTHERWISE NOTED, ALL OF THE INFORMATION IN THIS PRESENTATION IS AS OF AUGUST 2026.



