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Loan Market vs CLO Market Growth and Implications to CLO Equity

Over the past few years, the growth of the CLO market has outpaced that of the loan market by
a large margin. Since the start of 2024 through year-end 2025, the CLO market grew three times
that of the loan market, and since 2019 has grown 70% compared to 30% for that of the loan
market.! The chart below highlights the stark magnitude of this supply and demand imbalance.
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A substantial part of the outsized growth of the CLO market is the ever-growing captive equity
buyer base which is accepting lower returns for AUM growth — just in 2025, Bank of America
estimates that roughly 70% of CLO equity funding was out of captive funds.? With more CLOs
being created (and as a result higher demand for loans) alongside lower new issue loan supply
growth, existing loans have been bid up to prices high enough to allow loan borrowers to refinance
at lower spreads. The result is loan spreads breaking through past historical lows as seen in the
chart below. 3

1J.P. Morgan Research, as of January 5, 2026.
2 Bank of America Global Research, as of January 3, 2026.
3 Pitchbook LCD, as of January 31, 2026.
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New Issue Single B Loan Spreads (2011-2026 YTD)*
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Meanwhile, the cost of debt of CLO liabilities have not tightened nearly to the same extent, which
has compressed CLO equity net interest margins (and as a result CLO equity cash yields).®
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4 pitchbook LCD as of January 31, 2026.
5 Bank of America CLO Research, as of January 26, 2026.
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However, there are a couple mechanisms that could correct this imbalance and improve CLO
equity net interest margins. The first is the projected increase in loan issuance via M&A and LBO
activity which may drive loan spreads wider if new loan supply is robust. For example, we've
already seen a couple of deals come at wider spreads. In recent weeks, Hillenbrand priced its
$1.335 billion term loan at SOFR plus 3.75% and Columbus Mckinnon priced its $1.65 billion term
loan at SOFR plus 3.50% for its acquisition of Kito Crosby.® However, earlier in the month,
Hologic, which was the first large buyout deal of the year, priced its $5 billion term loan tight at
SOFR + 2.25% (and tighter than early pricing guidance). The second possible offset is a tightening
of CLO liabilities. CLO AAAs (which are the largest tranche in a CLO) have lagged the tightening
seen elsewhere across the CLO capital stack (notably the BBs) and further tightening would drive
the overall cost of liabilities down, resulting in an improvement of CLO equity net interest margins.
As seen in the chart below, CLO AAA spreads have tightened about 41bps since January 2024
compared to about 280bps of tightening for that of CLO BBs.”
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Positive signs have emerged to start the year with the spread on CLO AAAs so far having broken
through the 120 basis points over the SOFR resistance point from the end of last year.® Larger
CLO managers look to be driving new issue CLO spreads tighter as GoldenTree recently priced
its GLM 2024-19 reset with a CLO AAA spread of SOFR plus 1.15%°, and Blackstone recently
priced its reset of Point Au Roche Park with a CLO AAA spread of SOFR plus 1.17%."° Ultimately,
there is potential for improvement of the CLO equity net interest margin which has been
compressed by the supply/demand imbalance between the CLO and loan markets, with the
improvement coming from a combination of robust new issue loan supply that could help drive
loan spreads wider and a tightening of the CLO liabilities (notably of the CLO AAAs).

6 Pitchbook LCD, as of January 22, 2026.

7 Bank of America CLO Research, as of January 26, 2026.
8 Pitchbook LCD, as of January 27, 2026.

% Pitchbook LCD, as of February 3, 2026.

10 pitchbook LCD, as of January 27, 2026.
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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.

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 ANY INVESTMENT 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 . INVESTORS MUST REALIZE 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.

THESE MATERIALS CONSTITUTE THE VIEWS OF CLARION AND DOES CONSITITUTE AN AGREEMENT WITH, OR
UNDERTAKING BY, CLARION OR CROWN. 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, INLCUDING, WIHTOUT
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 RESULTSNOTHING HEREIN SHOULD BE DEEMED A PREDICTION OR
PROJECTION OF FUTURE PERFORMANCE OF THE PRODUCT.

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, EXPRESS OR IMPLIED, AS TO THE ACCURACY OR COMPLETENESS OF ANY
INFORMATION, STATEMENTS AND ESTIMATES PRESENTED HEREIN.

THE INTERESTS IN THE FUND 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 FUND 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 JANUARY 31, 2026.



