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This presentation provides general information regarding the business plan of Sycamore Tree Capital Partners, L.P. (“Sycamore”, “we” or “our”) and the
Sycamore Tree CLO Fund (the “Fund”) to be sponsored by Sycamore.

Forward Looking Statements; Targets and Estimates. The information in this presentation contains "forward-looking statements" within the meaning of
the Private Securities Litigation Reform Act of 1995, as well as targeted returns and estimates. These forward-looking statements, targeted returns and
estimates are based on our current expectations and assumptions regarding the fund’s portfolio and performance, the economy and other future
conditions and forecasts of future events, circumstances and results. As with any projection or forecast, they are inherently susceptible to uncertainty
and changes in circumstances. The fund’s actual results may vary materially from those expressed or implied in its forward-looking statements.

Disclaimer. Sycamore does not make any representation or warranty, express or implied, as to the accuracy or completeness of the information
(financial, legal or otherwise) contained in this presentation. In addition, Sycamore shall not have any liability to any recipient of this presentation as a
result of receiving or evaluating any information concerning this presentation. This material is not intended to provide, and should not be relied upon for,
accounting, legal or tax advice or investment recommendations. Readers are urged to speak with their own tax or legal advisors before entering into
transactions. This material is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or use
would be contrary to local law or regulation. We do not own or claim to own any third-party logos in this presentation.

Securities Law Matters. This presentation does not constitute an offer, nor a solicitation of an offer, of the sale or purchase of securities, nor shall any
securities of the Fund or Sycamore be offered or sold, in any jurisdiction in which such an offer, solicitation or sale would be unlawful. Neither the
Securities and Exchange Commission nor any state securities commission has approved or disapproved of the transactions contemplated hereby or
determined if this presentation is truthful or complete. Any representation to the contrary is a criminal offense. If, in the future, Sycamore offers you an
opportunity to invest in the Fund, or Sycamore itself, it will at that time do so by making an offer expressly and by distributing to you a Private Placement
Memorandum and related documents. These documents will contain more information than is contained in this presentation, which will supersede the
information contained in this presentation. Any such Private Placement Memorandum will include important information relating to forward-looking
statements within the meaning of U.S. federal securities law and risks relating to that investment. Offers to invest in the Fund will be made through
registered representatives of First Liberties Securities, Inc dba as First Liberties Financial ("FLF"), member FINRA /MSRB/SIPC, who are also salaried
employees of the Fund. Neither the registered representatives nor FLF will earn any commissions from any investment made in the Fund.

Opinions, Market & Industry Data. The opinions, estimates, market and industry data contained in this presentation are based on Sycamore’s own
estimates, internal research, surveys and studies conducted by third parties and industry and general publications and are believed by Sycamore to be
reasonable estimates as of the date f this report. This data is subject to change and cannot always be verified with certainty due to limits on the
availability and reliability of raw data, the voluntary nature of the data gathering process and other limitations and uncertainties inherent in any statistical
survey of market or industry data. As a result, you should be aware that market and industry data set forth herein, and estimates and beliefs based on
such data, may not be reliable. Sycamore has no obligation to update, modify or amend this report or otherwise notify a reader hereof in the event that
any matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate.

Preliminary Matters



Over 90 Years of Founder Experience

3

Mark Okada Trey Parker Jack Yang

36 years experience as one of the leading 
investors and innovators in the bank loan 
and CLO market 

Highland Capital Mgmt, 1993-2019
Co-founder
Chief Investment Officer

Protective Life Insurance, 1990-1993
Manager, Fixed Income

Hibernia National Bank, 1986-1990
VP, HLT Portfolio Analyst

22 years of investing and capital markets 
experience across credit, private equity and 
structured credit

Highland Capital Mgmt, 2007-2019
Co-Chief Investment Officer
Head of Credit
Head of Private Equity

Hunt Special Situations Group, 2004-2007
Senior Associate, Private Equity

BMO Merchant Banking, 2001-2004
Private Equity Analyst
Mezzanine Debt Analyst

First Union/Morgan Stanley, 1998-2000
Sales & Trading

35 years experience building industry leading 
credit businesses, strong expertise in product 
development, multi-channel fundraising, M&A

Alcentra Group, 2013-2019
Head of US/
Global Head of Business Development

Onex Credit Partners, 2010-2012
Managing Partner

Highland Capital Mgmt, 2003-2009
Managing Partner/
Head of Business Development

Merrill Lynch & Co, 1994-2003
Global Head of Leveraged Finance

Chemical Securities, Inc, 1983-1994
Managing Director 



Executive Summary*
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Sycamore Tree Capital is uniquely qualified as a CLO Manager

 One of the most experienced teams at issuing and managing CLOs

 Over 25 years experience across multiple market cycles for co-founders

 Approximately $25 billion in capital managed over 30 funds, including prior firm

 Strong historical equity performance: average 12.75% IRR; 1.9x MOIC **

CLO Equity can offer attractive risk adjusted and total returns, as well as diversification benefits

 Returns driven by contractual income in a protracted environment of low growth, inflation and interest rates

 Long-term historical returns compare favorably to public market fixed income and equities

 CLOs have structural protections to mitigate risk/preserve capital during recessions and market volatility

Accessing the CLO market through a dedicated fund offers significant advantages

 Preferred access to investment opportunities

 Attractive, preferred investment economics

 Enhanced options to both manage risk and generate returns

 Strong alignment of interests with the CLO manager; strategic relationship

The next several years may be a particularly attractive environment for CLOs

 Monetary/fiscal stimulus supports overall economic recovery and sub-investment grade, corporate loans

 Strong global demand from a diversified buyer base for floating rate CLOs supports equity arbitrage

 CLO portfolios expected to be comprised of higher-rated loans post pandemic

* The information provided are the observations and opinions of Sycamore Tree Capital Partners.
** Past performance is not necessarily indicative of future results. See support on Slide 11 titled “CLO Performance of Prior Firm” as well as the 
Performance Disclosures at the end of the presentation.



Sycamore Tree CLO Fund Overview
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Targeted

Objectives

Strategy

Structure

 Broadly diversified exposure to the traded, US syndicated loan market, via CLO investments
 15% net IRR:

 10-12% estimated returns, based upon modeled IRR of CLO equity holdings
 3-5% estimated returns due to active management of warehouses, loans, CLOs and the fund

 Capital preservation and income generation
 Portfolio diversification and hedging benefits

 Majority-control equity investments in Sycamore Tree managed, new issue US CLOs
 Provide capital for Sycamore Tree CLO asset warehouses, prior to new CLO formation
 Up to 25% of the Fund’s committed capital can be invested in Sycamore Tree CLO debt

 Enhances capital markets execution and equity returns
 Up to 15% basket for third-party CLO debt
 US Dollar denominated investments; No fund level leverage

 Onshore/Offshore, Commingled, GP/LP capital call fund
 4-year investment period followed by a 5-year harvest; up to two 1-year extensions
 Management Fees: No fees at the Fund level, or for managing warehouses. 75 bps pa for third-party debt
 Fee Rebate: the Fund will receive a 10% rebate on Sycamore Tree CLO management fees
 Incentive Fee: 20% over 8% preferred return at the Fund level (100% rebated on individual CLOs)
 Reporting: Quarterly reporting at both the fund and underlying asset level

* Please see important disclosures relating to, among other things, target returns on page 35
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Sycamore Tree Capital Partners is an asset management boutique specializing in private 
and alternative credit

Founded by principals with industry-leading experience, pedigree and relationships; demonstrated success across cycles 
delivering successful client solutions

Headquartered in Dallas, Texas, with an office in New York, New York

PRIMARY STRATEGIES: Credit 
Dislocation 

2020

Senior 
Loans
2020

CLO
Management 

2021

Structured
Credit
2020

Multi-
Strategy
Credit

Special
Situations
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 31% of our total team consists of diverse 
professionals

 13% of our total team consists of 
females

 6% of team are military veterans

* Information as of May 18, 2021 

Sycamore Tree considers our people to be among our most important assets. 
We strive to create a diverse, inclusive and responsible business.*

Ownership/Leadership

 Our firm is a partnership majority 
owned and led by diverse individuals

Business Practices

 Association for Asian American 
Investment Managers, Member

 Developing firm business policies & 
practices with considerations for ESG

Investing 

Workforce 

 30% of investment team are diverse professionals

 66% of Investment Committee are diverse professionals

 Signatory to PRI as of April 2021

Employee Social & Community Involvement 



Investment Team: 18 Years’ Average Experience

SYCAMORE TREE CLO FUND PORTFOLIO MANAGERS

MARK OKADA*

INVESTMENTCOMMITTEE

MARK OKADA*
Chief Executive Officer, Co-Founder

JACK YANG
President, Co-Founder (36)

TREY PARKER
Chief Investment Officer, Co-Founder

( ) Years' experience
* Certified Financial Analyst

JON POGLITSCH* JOHN ZIMMERMANN* ROB SARVER

Managing Director

Head of Credit (18)

Director

Credit Analyst (15)

Director

Credit Analyst (7)

KYLE OKITA JOSHUA DAVIDSON MICHAEL WEISER

Vice President

Credit Analyst (16)

Associate

Credit Analyst (6)

Associate

Credit Analyst (7)
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Please Refer to Appendix for biographies

TREY PARKER
Chief Executive Officer (36)
Co-Portfolio Manager

Chief Investment Officer (22)
Co-Portfolio Manager

CLO PORTFOLIO MANAGERS

TREY PARKER
Chief Investment Officer (22)
Co-Portfolio Manager – Collateral

SCOTT FARRELL*
Managing Director
CLO Investments, and Trading (18)
Co-Portfolio Manager - Liabilities

CREDIT RESEARCH TEAM



Institutional Quality Operating Infrastructure 
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 Highly experienced in-house leadership plus best-in-class, third-party service providers

 State-of-the-art and reliable infrastructure foundation, built for scale

 Robust policies, procedures and controls

*Counsel for the Sycamore Tree CLO Fund

Brad Borud

Chief Operating Officer

Chief Compliance Officer

25 yrs. experience

Chris Wise

Director of Finance

13 yrs. experience

Custody / Middle

Office
Fund Accounting /

Administration
Accounting

Portfolio Technology Technology Legal*

Compliance



Highly Experienced Advisory Board
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John R. Muse Kenneth A. Hersh

30+ years experience in investment banking, 
private equity and  merchant banking. Co-
founder of at what was one of the most 
recognized LBO firms in the US.

30 years experience in investment banking, 
private equity and merchant banking. Co-
founder of one of the largest and most 
successful energy-focused private equity firms.

In addition to serving on Sycamore Tree’s GP Advisory Board, Messrs. Muse and Hersh 
are also investors in Sycamore’s initial fund launches



Past performance is not indicative of future results. Please see Highland CLO 1.0 disclaimer at the end of the presentation. Returns are reflective 
of US CLO portfolios historically managed by Highland Capital Management, L.P. (“Highland”) only and not returns earned by other CLOs.  Other 
CLOs managed historically by Highland may have experienced significantly different yield and equity returns.  Returns do not factor in certain 
economic and market conditions which may have materially impacted the performance of the funds. Please see the Performance Disclosure at 
the end of this presentation.  Returns for CLOs are presented net of CLO management fees at the fund level.

CLO Performance of Prior Firm
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 $20 billion of 1.0 CLO 
issuance over 12 Years at 
prior firm:

 23 funds

 $870 million average 
size

 12.75% average IRR*

 1.9x average MOIC*

 No late/missed coupon 
payments on any fund

 $3.6 billion of 2.0 CLO 
issuance

 7 funds

*Returns through12/9/2019

Reinvest Total
Closing Period Maturity Capital Total Equity

CLO Date End Date Raised Equity IRR MOIC
($MM) ($MM)

ML CBO Dec-96 Jul-02 Dec-06 $687.7 $58.2 20.9% 2.0x
PAMCO Cayman Aug-97 Jul-04 Aug-09 $1,000.0 $90.0 15.1% 1.6x
PAM Capital May-98 Apr-05 May-10 $1,500.0 $142.5 3.9% 1.2x
Legacy Aug-99 Jul-06 Jun-11 $750.0 $60.0 19.7% 1.9x
Highland V Aug-01 Aug-08 Aug-14 $503.0 $45.0 14.9% 1.6x
Restoration Feb-02 Feb-07 Feb-13 $504.8 $31.0 39.5% 2.4x
Bristol Bay Mar-04 Feb-11 Feb-16 $555.3 $60.0 19.8% 2.2x
Valhalla * Aug-04 Aug-11 Aug-16 $913.5 $82.0 14.3% 2.0x
Southfork  * Mar-05 May-12 Feb-17 $685.0 $82.2 8.6% 1.7x
Jasper  * Jun-05 Aug-12 Aug-17 $700.0 $70.0 10.9% 2.0x
Gleneagles * Oct-05 Nov-12 Nov-17 $900.0 $91.0 9.2% 1.8x
Liberty * Dec-05 Nov-12 Nov-17 $921.0 $94.0 10.7% 1.8x
Rockwall * May-06 Aug-11 Aug-21 $869.7 $78.2 8.3% 1.9x
Red River * Aug-06 Aug-13 Jul-18 $900.0 $81.0 7.9% 1.6x
Grayson * Nov-06 Nov-13 Nov-21 ** $1,500.0 $127.5 12.3% 2.2x
Brentwood * Dec-06 Feb-14 Feb-22 ** $700.0 $71.4 12.4% 2.3x
Eastland * Mar-07 May-14 May-22 ** $1,531.6 $123.5 12.4% 2.2x
Rockwall 2 * May-07 Aug-14 Aug-24 ** $1,014.7 $86.2 10.9% 2.2x
Westchester * May-07 Aug-14 Aug-22 ** $1,000.0 $80.0 7.6% 1.8x
Stratford * Oct-07 Nov-14 Nov-21 ** $700.0 $63.0 6.8% 1.7x
Greenbriar * Dec-07 Nov-14 Nov-21 ** $1,000.0 $66.6 10.8% 2.3x
Armstrong Mar-08 N/A Aug-16 $643.0 $38.5 10.7% 1.5x
Aberdeen  * Mar-08 May-14 Nov-18 $510.0 $37.9 5.4% 1.7x
TOTAL $19,989.3 $1,759.7
Average $869.1 $76.5 12.75% 1.9x

* Includes Equity Distributions plus Current NAV
** Notes of these CLOs have not been redeemed

HIGHLAND CLO 1.0 ISSUANCE AND EQUITY PERFORMANCE



Sycamore Tree CLO Capabilities
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 Long-standing 
relationships with dealer 
community for new issue 
allocations and secondary 
market sourcing

 Numerous and tenured 
relationships with primary 
investors in CLO debt and 
equity

 Robust investment process 
developed over decades 
focused on loss avoidance 
through conservative / 
defensive portfolio 
construction 

 Proven ability to find value 
through disciplined bottom-
up credit analysis; 
experience managing 
within CLO portfolio 
constraints

 Pioneers in the 
development of the CLO 
market, well versed in 
structural innovations and 
nuances

 Industry-leading 
experience managing 
CLOs with a range of 
capital structures through 
multiple credit cycles

Relationships/Sourcing Investment Expertise Liability ManagementMarket Experience

 Sycamore funds will retain 
significant optionality to 
optimize returns through 
opportunistic refinancing 
and resetting of CLOs

 Secondary market 
investing presence 
provides insight into debt 
market innovations and 
trends

Well-designed Structure

 Drawdown structure benefits: patient, stable capital, non-mark-to-market approach to both warehouses and CLOs
 Vintage diversification and economic benefits to fund structure
 Alignment of interests with manager as part of a strategic relationship



Sycamore Tree CLO Fund



CLO Structural Features and Benefits
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CLOs benefit from pre-defined capital structure and portfolio construction parameters 

CLO Feature Benefit

Stable, Term Funding
 Ability to hold loans to maturity
 Never a forced seller in any market
 No forced unwind due to investor redemptions

Portfolio Diversification  Avoids outsized exposures to individual industries or names

Senior Collateral
 Capital preservation: portfolios contain only small (<3%) exposures to

non-1st lien loans

Structural Enhancements
 Capital structure loss buffers
 Maintenance covenants and protective mandatory amortization triggers

Active Management
 Managers add value by reinvesting loan portfolio to maximize spread,

create capital gains, and avoid/reduce losses

Revolving Portfolio
 Typical 3-5 year reinvestment periods allow CLO managers to take

advantage of sectoral/cyclical market opportunities and recycle capital

Liability Flexibility/Optionality
 Equity controls the right to opportunistically call, refinance or extend a

fund to lower funding costs or extend duration



CLO Risks and Mitigants
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The CLO structure is designed to mitigate against both fundamental and technical risks in the underlying loan portfolio

Risk Mitigants

Credit

 Structural enhancements and cashflow covenants provide buffers against
loan defaults that vary with seniority

 Proactive portfolio management of predominantly senior, secured
collateral

Ratings
 CLOs have allowances for low-rated (CCC or below) assets before

covenants are breached; never a forced seller of downgraded assets

Price Volatility
 CLOs are not mark-to-market funds; leverage is not tied to market value

of loan portfolio

Liquidity 
 CLOs are term funded and can hold assets to their respective maturities
 Loan collateral maturity dates occur before CLO debt maturity dates

Interest Rate / Duration
 CLOs generally contain floating rate assets and issue floating rate debt,

minimizing any potential mismatch

Leverage / Style Drift

 No margin call risk due to term funding with no mark-to-market triggers
 “Term” warehouse financing, where we control ultimate CLO issuance
 Well-defined portfolio constraints established by underlying indenture for

the life of the fund



CLO Fund Features and Benefits
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Feature/Benefit Comments

Manager/Investment Access

 Access to Sycamore Tree and its investment team
 The Fund will retain control positions in CLOs, while most sizable CLO

managers have already established relationships with anchor equity
investors

 Accessing and evaluating CLO equity via the new-issue market is
challenging, requiring expertise, resources and relationships

Management Fee Advantage
 The Fund provides benefits similar to a fund-of-fund structure, without

additional management fees on affiliated investments

MFN Economics for Sycamore CLOs
 Fund investors enjoy favorable economics: management fee rebates,

netted performance fees; option to receive quarterly, variable distributions

Alignment of Interests/Strategic Relationship
 Fund investor’s interests are aligned with Sycamore Tree, who will also

be an investor in individual CLOs. Direct access to all manager resources

Portfolio Quality Guidelines
 Sycamore Tree has committed to certain Fund/CLO portfolio limitations in

addition to those imposed by individual CLO indentures

Transparency/Consolidated Reporting

 The Fund will provide consolidated activity, performance and valuation
information across CLOs

 Sycamore will have position-level information for each of the CLOs;
consolidated industry/issuer exposure analysis will be available

 The Fund will utilize mark-to-model valuation for CLO equity investments



Potential Sources of Fund Return*
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* Please see important disclosures relating to, among other things, target returns on page 35

Opportunity Commentary

Warehousing Assets Pre-CLO Launch

 Traditionally cheap, non-recourse debt for short period before CLO pricing
 Collateral quality parameters consistent with CLO structural limitations
 No Management Fees on warehouse investments
 Typical IRRs in the 15-18% range, historically

CLO Equity Distributions  Average annual cash on cash distributions have been +18% historically

Manager Investment Alpha

 Typical 3-5 year reinvestment periods allow CLO managers to take advantage
of sectoral/cyclical market opportunities and recycle capital

 Adept managers have the potential to achieve lower defaults and higher
returns than market and index performance, generating alpha

CLO Liability Management
 Equity controls the right to opportunistically call, refinance or extend debt

tranches to lower funding costs or extend duration, thereby increasing
cashflow

Capital Recycling
 Resetting CLOs or reinvesting retained CLO cashflows (net of Fund

distributions) allows for capital to be re-deployed and compounded over time
 Secondary market sales can be used opportunistically to recycle capital

Strategic Partner Economics
 A strategic partner may benefit from additional economics for its Fund

investment

There are a variety of opportunities for the manager to enhance returns at the loan, CLO, and fund levels



Summary Fund Terms
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FUND • Sycamore Tree CLO Fund, L.P. a Delaware based limited partnership

TARGET FUND SIZE • $300 million target; $400 million cap

TARGET IRR • 15% net IRR

FUNDRAISING PERIOD
• 1 year from initial close
• GP option to extend for 6 months

INVESTMENT PERIOD
• 4 years from initial close
• Cashflows (other than Fund distributions described below) can be recycled during the Investment Period

TERM
• 5 years from the end of the Investment Period, with 1 year extension at GP discretion and additional 1 year 

extension with majority LP consent

INVESTMENT OBJECTIVE
• Subordinated and mezzanine securities issued by Sycamore Tree managed CLOs
• Up to 25% of Fund’s assets may be used for secondary market investments in Sycamore Tree CLOs
• Up to 15% of the Fund may be used for investments in Third-party CLO debt

DISTRIBUTIONS
• Class A:  Up to 5% targeted distributions per annum on drawn capital
• Quarterly, variable distributions of income to commence [6] months after initial CLO closing
• Class B: Investors may elect to waive distributions, for full reinvestment during the investment period

FEES

• No management fees at the Fund level or on warehouse management for Sycamore related assets
• 10% rebate of Sycamore Tree management fees on individual CLOs
• 75 bps pa management fee on third-party Fund investments
• Performance fee: 20% with catch-up over 8% preferred return at Fund level; (rebated at CLO level)

SYCAMORE COMMITMENT • $2.5 million

AUDITOR
FUND COUNSEL

• KPMG
• Dechert

* Please see important disclosures relating to, among other things, target returns on page 36



Investment Philosophy & Process



Investment Philosophy: Durable Alpha
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 Strong portfolio diversification requirements and conservatively structured leverage

 Front-end biased returns, complement “J-Curve” of other private markets investments: typical principal payback  5-7 yrs

 Self-correcting funds that withstand severe dislocation in underlying assets, while producing long-term attractive returns

PORTFOLIO

OPTIMIZATION

INUSTRY, ISSUER AND 
TRANCHE SELECTION

+

ACTIVE PORTFOLIO 
MANAGEMENT

NEW ISSUANCE:  
PRICING & STRUCTURE

+

ONGOING RESET /
REFINANCING OPTIONS

CLOs : PROVEN TO PROVIDE BENEFITS TO INVESTORS

LIABILITY

OPTIMIZATION

DURABLE

ALPHA

Assets – focus on loans that are defensive, more liquid, and diversified
Liabilities – optimize pricing, average basket capacity, strong collateral coverage

Portfolio Construction
Prefer strong liquidity & higher credit ratings;  Above average diversity; Below average CCC and second lien baskets

INVESTMENT STRATEGY: CAPITAL PRESERVATION



CLO Fund Portfolio Management (Top Down)

Be a consistent loan investor with conservative, 
stable leverage in advance of issuing a CLO to 
accelerate cash deployment, capture loan new 

issuance discounts and opportunistic secondary 
purchases – with the intent of “rolling” the  

collateral and embedded returns into new CLOs
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CLO ISSUANCE

CLO “MONETIZATION”

WAREHOUSE MANAGEMENT

CLO DEBT INVESTING

Issue CLOs with attractive initial arbitrage, while
balancing liability management and reinvestment 

terms to create a highly efficient structure for 
thru-the-cycle bank loan investing

Optimize risk adjusted Fund returns and capital efficiency 
through a combination of “monetization” options: 

refinance liabilities, reset the structure or call the CLO. 
Enhance returns through the reinvestment of capital

Capture attractive relative value through Sycamore 
Tree CLO new issue mezzanine pricing optimization 
or opportunistic purchases of third-party CLO debt 

during periods of market volatility

PORTFOLIO MANAGEMENT

Risk-management focused portfolio construction
through conservative collateral selection and adherence to Fund/CLO portfolio guidelines



Loan Investment Process: Overview (Bottom Up)

Origination Execution
Portfolio Management

Risk Monitoring

Idea Sourcing
 Comp Sheets – Relative Value

 Active New Issue Review
 Secondary Market Monitoring

Credit Diligence
 In-depth Credit Analysis

 Industry-informed Analysts
 Risk and return centric 

recommendations
 ESG factor analysis

CLO Investment Committee
Approval

 Ensures senior-level buy-in
 Memorializes thesis and firm-

level decisions
 Checks and balances beyond PM

Portfolio Construction
• Balance investment categories 

relative to top-down views
• Target CLO metric benchmarking
• Risk informed portfolio weightings

Monitoring
 Top-down (PM)

 Bottom-up (Credit Analyst)
 Time-sequenced, process rigor
 Dynamic portfolio management

Thesis/Sell Discipline
 Avoids thesis creep

 Emphasizes alpha by avoidance
 Humility – no ego-based credit 

decisions

22

Investible Universe 
~1,600 Loans in the S&P LSTA 

Index

Portfolio
200-250 expected loans in 

each CLO 

Consistent focus on investor 
objectives, relative value, 

risk/return and liquidity



DAILY

 Investment team morning meeting 
covers:
– Market movements
– Current price levels
– New issue pipeline
– Portfolio news headlines
– Trading commentary

 Realtime PM Dashboard reflects:

– Major movers
– Ratings actions
– Credit default/CCC watch list 

changes
– Portfolio compliance

 CLO team meeting covers:

– Market movements
– Portfolio rebalancing

WEEKLY

 Meeting to discuss industry 
comparables
– Reviewing relative value
– Identifying new ideas

 IC update calls to review:
– Top movers
– New issuance
– Ratings actions
– Restructurings
– Amendments
– Portfolio positioning

MONTHLY

 Sector rotation / risk management 
meetings to review:
– Economic / fundamental risk 

factors
– Credit market technical risk 

factors
– Portfolio risk positioning
– Sector rotation / industry 

weightings

SEMI-ANNUALLY ONGOING

 Monitoring meetings conduct a 
complete portfolio review 
– All credits re-presented to 

Investment Committee

 Investment Committee meetings for ongoing monitoring of investment thesis
– Developments in credit fundamentals; competitive environment
– Capital structure and credit agreement review
– Review of models (projections, base case, and downside scenarios)

 Credit updates to review data from earnings calls and updates; comparison to 
expectations, recommended actions

Risk Management Best Practices Integrated Throughout Our Credit and CLO Investment Processes

23

Risk Management



APPENDIX 

- Biographies
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Co-Founder Biographies
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Mark Okada, Chief Executive Officer

Trey Parker, Chief Investment Officer

Jack Yang, President

Okada is one of the loan industry’s most experienced and recognized investors and innovators, with over 30 years’ experience developing markets and products for
investors around the world. He is a regular commentator on CNBC. Previously, he was Co-founder and Chief Investment Officer of Highland Capital Management, a
pioneering, multibillion-dollar alternative investment firm specializing in credit. He oversaw institutional and retail investment activities, including CLOs, SMAs, private
equity, listed funds and ETFs.

Okada is devoted to philanthropic and civic causes with a focus on education, health, faith-based service, and Japanese-American relations. He serves as board
chairman for Education Is Freedom and the Japanese Evangelical Missionary Society. He is a trustee at the Japanese American National Museum, a board governor
at The Dallas Foundation, a board member of the U.S.-Japan Council, and a member of the Education Reform Advisory Council at the George W. Bush Institute

Mr. Okada earned a B.A. in Economics and Psychology from the University of California, Los Angeles and is a CFA charterholder.

Parker brings 22 years of experience in high yield credit and private equity investing to Sycamore Tree. He has broad experience in bank loans, CLOs, high yield
bonds, multi-strategy credit, mezzanine debt and private equity across par, stressed and distressed markets. He has served on numerous company boards across
industries during his career, bringing a combination of financial, operating, M&A and strategic expertise.

He began his career in sales and trading at First Union and Morgan Stanley, and then worked as a mezzanine debt and private equity investment professional at
BMO Merchant Banking. He subsequently joined the Hunt Special Situations Group, where he was involved with a wide range of control-oriented, distressed
private equity investments. Prior to joining Sycamore Tree, he was a Partner at Highland Capital Management. Over a thirteen year tenure, he held a number of
senior leadership roles, including Co-Chief Investment Officer, Head of Private Equity, Head of Credit and Portfolio Manager.

Mr. Parker earned a B.A. in both Economics and Business from Virginia Military Institute and an M.B.A. in Finance, Strategy, and Entrepreneurship from the
University of Chicago Booth School of Business.

Yang has over 35 years’ experience in non-investment grade credit, building industry leading businesses at both investment banks and asset managers. He began
his career at Chemical Bank where he helped launch the LBO, syndicated finance and high yield bond groups.

He founded the loan syndication business at Merrill Lynch and subsequently headed global leveraged finance. He was the Managing Partner at Highland Capital
Management and Onex Credit Partners, where he developed and executed highly successful growth strategies related to these firm’s investment and capital
formation capabilities. Most recently, he was Head of the Americas and Global Head of Business Development at Alcentra Group, where over a period of six years
he helped more than double the firm’s AUM to approximately $40 billion by focusing on private debt and alternative credit strategies. He served as a Director and,
or Vice Chair of the LSTA for over 10 years, and also served as a board member of the Loan Market Association.

Mr. Yang earned a B.A. in Economics with honors from Cornell University College of Arts & Sciences and an M.B.A. from Columbia University Business School



Operations and Finance Leadership Biographies 
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Brad Borud, Chief Operating & Compliance Officer

Chris Wise, Director of Finance

Prior to joining Sycamore, Mr. Wise worked for more than 5 years at Sixth Street Partners, a global credit investment platform previously partnered with TPG Capital,
where he was co-head of the firm’s accounting team overseeing all accounting and financial reporting for Sixth Street private funds. During his time at Sixth Street, he
played an integral part in launching the firm’s global macro, CLO equity, rotational credit, structured credit and European direct lending funds/SMAs. He joined as
Vice President and was most recently Principal.

Prior to Sixth Street, Chris served as Senior Manager of Fund Analysis at Highland Capital Management. At Highland, Chris oversaw financial reporting aspects for
Highland institutional products, including hedge funds, private equity funds, and separately managed accounts. He also oversaw accounting and operations for mutual
fund products, including open-end funds, closed-end funds, ETF's, and BDC's.

Chris earned a B.S. in Accounting from Brigham Young University and holds a Certified Public Accountant license (inactive) in the State of California.

Prior to joining Sycamore, Mr. Borud was Managing Director and Chief Administrative Officer at ORIX USA. He was involved in a broad range of operational matters
and activities, such as strategy, marketing and communications, project management, executive reporting, facilities management and expense management.
Previously he was the COO of ORIX Corporate Capital. As COO of ORIX Corporate Capital, he had responsibilities in budgeting, finance, marketing, operations,
communications, employee evaluation and relations, risk management and strategic planning.

Prior to joining ORIX, Brad was an independent consultant with engagements in industries such as financial software and services, branded apparel and infrastructure.
Prior to being an independent consultant, Brad was a Partner at Highland Capital Management. He joined as an analyst and proceeded to hold positions including
Portfolio Manager, Head Trader, and CIO of Mutual Fund Operations. Before joining Highland, Brad was an analyst at Bank of America.

He earned a B.S. in Finance from the Kelley School of Business at Indiana University.
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Scott Farrell, Managing Director & Head of Trading

Jon Poglitsch, Managing Director & Head of Credit

Scott is a portfolio manager responsible for new issue and secondary market structured credit investing and trading and is a member of the firm’s
investment committee. Prior to joining Sycamore, Scott was the co-founder and Managing Partner of Alternative Access Funds, a boutique
investment firm specializing in structured credit Prior to launching Alternative Access, Scott was a Partner and Portfolio Manager at Hildene Capital
Management where his responsibilities included jointly managing the firm’s flagship, multi-strategy structured credit hedge fund, launching the
firm’s CLO platform, and a range of other operating and business development initiatives.

Previously, Scott spent 5 years at BofA/Merrill Lynch where he was MD & Global Co-head of Structured Debt Trading, with responsibility for the
bank’s trading and risk management across CLOs, CDOs, ABS, TruPs, SIVs, and other securitized debt. He joined BofA from Citibank where he
was a VP in the CLO/CDO group. Prior to joining Citibank, Scott was a structured credit VP at Marathon Asset Management and started his career
at Wall Street Analytics as a Senior Financial Engineer.

Scott earned a B.S.E. from Princeton University in Mechanical and Aerospace Engineering and is a CFA charterholder.

Jon manages the firm’s research team, acts as lead analyst for the oil and gas, aerospace and defense industries, and is a member of the firm’s
investment committee. Prior to joining Sycamore, Jon was the Head of Credit research and a Portfolio Manager at Highland Capital
Management. Over a period of 13 years, Jon held various responsibilities including: senior portfolio analyst, research director and portfolio
manager for a range of industries including merchant power, transportation, autos and industrials. Jon had portfolio management responsibilities
for strategies which included par, stressed and distressed credit.

Prior to Highland Capital, Jon was a Partner and Senior Consultant at Muse Stancil and Company, where he led due diligence and valuation
engagements for energy-related companies around the world. Clients included upstream and downstream companies and he was involved with
a broad range of capital markets transactions including debt financings, corporate restructurings, and initial public offerings. Prior to Muse
Stancil, he worked at American Airlines, as a Senior Financial Analyst, and he started his career at Westinghouse Savannah River Company as
a process engineer.

Jon earned a B.S. in Chemical Engineering and Mathematics from the University of Oklahoma, and an M.B.A. from the University of Texas,
McCombs School of Business, and is a CFA charterholder.
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Kyle Okita, Vice President

John Zimmermann, Director

Robert Sarver, Director

John is a Director with industry research responsibility for the electronics, broadcast and media industries. Prior to joining Sycamore, John was a Senior Vice President
with Beneficient, where he developed the firm’s secondary alternative asset underwriting framework and managed a team of investment professionals.

Prior to Beneficient, John was a Vice President with Congruent Investment Partners, where he focused on sourcing, underwriting and asset managing both traded credit
and direct credit opportunities across diverse industries. Prior to Congruent, he worked at Terra Verde Partners, formerly Hunt Special Situations Group, where he
focused on private equity investing. Prior to Terra Verde, John was a Senior Analyst at Highland Capital Management, where he focused on traded loan, bond and
equity investments across various consumer-centric industries. John began his career in JPMorgan’s investment banking M&A practice covering the consumer and
retail industries.

John earned a B.B.A. in Finance from the University of Texas at Austin and is a CFA charterholder.

Rob is a Director with industry research responsibility for the financial services, metals, mining and utilities sectors. Prior to joining, Rob was Chief Revenue Officer at
Employee Direct Healthcare, a Client Partner at Cognizant Technology Solutions, and a co-founder of Ajax, LLC a privately held investment firm.

Previously, Rob worked at Goldman Sachs where he completed the capital markets and risk training programs focused on fixed income, equities, capital markets, credit
and risk management. Post training, he worked in the real estate division as part of a team that invested in both performing and distressed mortgage debt. Prior to
Goldman Sachs, Rob served 9 years in the US Navy, initially as a Surface Warfare Officer and ultimately as a Navy Seal. Rob was serially promoted and was the Troop
Commander for SEAL Team 3. Over the course of his service, he earned numerous Commendations, Bronze Stars, and Recognition Ribbons.

Rob earned a B.S. at the US Naval Academy and an M.B.A. from the Wharton School at the University of Pennsylvania

Kyle is a Vice President with industry research responsibilities for the chemicals, packaging, business equipment and services and conglomerates sectors. Prior to
joining Sycamore, he was an investment professional for 9 years at Congruent Investment Partners, a middle market, private credit fund. While at Congruent, he
underwrote and managed credit and equity investments in private, lower middle market companies across a wide range of industries. Additionally, he was involved with
sourcing, underwriting, and trading upper middle market investments in syndicated leveraged loans.

Prior to Congruent, Kyle held positions as a sell-side equity research associate, a credit analyst at a credit ratings agency, and as an analyst at a distressed and high
yield debt hedge fund. Kyle also spent over 3 years as a financial planner at The Ayco Company, a subsidiary of Goldman Sachs' Private Wealth Management
division.

Kyle earned a B.S. in Business Administration from the University of Southern California and an M.B.A. from New York University Stern School of Business.
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Joshua Davidson, Associate

Michael Weiser, Associate

Josh has research responsibilities for the consumer products, pharmaceutical and healthcare sectors. Prior to joining Sycamore, Josh was an Associate with H.I.G. Bayside,
where he was responsible for sourcing, modeling and evaluating both debt and equity investments for public and private companies across a range of industries. He also
participated in portfolio management activities such as valuation and position sizing.

Prior to H.I.G. Bayside, Josh had 4 years’ experience originating and executing a wide range of corporate finance transactions in the leveraged finance groups of Citizen’s
Bank and Regions Capital Markets.

Josh earned a B.B.A. in both Accounting and Finance, Summa cum Laude from Mercer University’s Stetson School of Business.

Michael has research responsibilities for the transportation, leasing, gaming, lodging and leisure sectors . Prior to joining Sycamore, Michael was a Vice President at
Bayou City Energy Management, LLC a Houston-based privately equity investment firm. His responsibilities included sourcing, evaluating and executing prospective
investments as well as maintaining portfolio companies. Strong experience modeling transactions, conducting risk sensitivities, valuation analysis and reviewing operating
budgets and performance reports.

Previously, Michael worked at Petrie Partners, LLC, where as an investment banking analyst he supported senior bankers on mandates across the energy sector,
including M&A, asset divestiture and corporate restructuring transactions.

Michael earned both a B.B.A. and a Masters Degree In Finance from Texas A & M University with Honors.
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Originated by the world’s largest banks, US 
syndicated loans have the following 
characteristics:

 Large Asset Class: $1.3 Trillion market 
with active liquidity and trading

 Floating Rate Coupon: potential interest 
rate hedging benefits

 Seniority: primary underlying assets are 
1st lien leveraged loans

 Capital Preservation: historical annual 
default/recovery rates of <3% and ~66%, 
respectively

 Institutional Market:  CLOs are the 
largest buyers of loans, followed by other 
institutional investors such as pension 
funds and insurance accompanies

 CLO Growth: has been even faster than 
loans, given their strong performance in 
the Great Financial Crisis and other 
potential benefits

 US CLO market projected to be 
over $800B asset class by end of 
2021, approximately 30% larger 
than the CMBS market*

US Loan Market Growth, Size and Investor Base

CLOs hold nearly half of the 
syndicated loan market

*Source: Citi research, US CLO Market Barometer, 11/25/2020



31

US CLO Underwriter 2020 League Table US CLO Monthly Trade Volumes

CLO Market Overview

 Secondary trading volumes have grown in recent years as 
the size and stature of the CLO market has increased

 CLO trade volume consistently exceeds $10B per month

Source:  CreditFlux, January 2021

 Large investment banks typically dominate CLO issuance

 Sycamore Tree maintains relationships with all major CLO 
underwriters

Source: TRACE

Rank Arranger Size ($B)
Market 
Share

1 Citibank 19.11 14.8%

2 JP Morgan 17.48 13.5%

3 Barclays 12.31 9.5%

4 Goldman Sachs 10.64 8.2%

5 Morgan Stanley 8.51 6.6%

6 Bank of America 8.02 6.2%

7 BNP Paribas 7.70 6.0%

8 Credit Suisse 7.01 5.4%

9 Natixis 6.98 5.4%

10 Wells Fargo 6.96 5.4%
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CLO Equity: Strong, Consistent Cash Flow with Defensive Characteristics

Vintage Terminated Vintage Terminated Active
2003 3.7% 2010 123.5%
2004 8.0% 2011 153.1%
2005 14.1% 2012 130.6% 108.3%
2006 16.7% 2013 117.9% 101.3%
2007 18.4% 2014 80.1%
2010 12.1% 2015 71.1%
2011 15.3% 2016 44.3%
2012 8.2% 2017 36.0%
2013 5.6% 2018 26.6%

2019 10.8%
1.0 Median 15.5% 1.0 Median 205.0%
2.0 Median 7.10% 2.0 Median 122.0% 42.0%

CLO Equity IRR - Matured CLO Equity Total Cash Return

Source: Intex, Wells Fargo Securities, Q2 2020

 The best performing vintage for CLO equity was 2007, issued 
immediately prior to the Great Financial Crisis

 2007 CLOs locked-in cheap, long-term funding and used active 
management through turbulent markets to source discounted 
assets at wider spreads and enhance returns

 The current environment is one in which investors could again 
potentially benefit from being “long volatility”

 Ongoing Fed support of CLO AAA
 Cyclical recovery supports corporate credit 

 High Current Cashflow: 18%+ historical annual average

 Short Duration: front-loaded payback (return of capital in 5-7 
years) and floating rate assets support limited rate sensitivity 
and reinvestment options

 Active portfolio and capital structure management provides 
opportunities to enhance equity returns

Average Annual Cashflows 2007 Vintage CLOs were highest yielding ever

Past performance is not necessarily indicative of future results.



1 5 and 10 year annualized returns as of February 1, 2021; 
Source: Bloomberg, Wells Fargo research

2 Source: Sycamore Tree Capital Partners: for conceptual, illustrative 
purposes; not based on specific historical data

Cross-Asset Historical Returns1

CLO Equity Notes: Historical Returns in Context

Long-term CLO equity returns compare favorably to both fixed income and equity returns through business cycles

 Front-ended cashflows of CLO equity offset J-Curve of 
illiquid, private investments in the early years

 Returns are driven by contractual income versus capital 
appreciation

 Potential for hedging benefits in a rising interest rate 
environment

 “2003-2013 Vintage - Final IRR”: annualized returns for 
terminated CLOs that have matured or were called

 “2014-2019 Vintage - Annual Cashflow”: annualized cash on cash 
for CLOs that remain outstanding; final IRRs will depend on future 
interest cashflows and ultimate principal distributions

Attractive Complement to Private Equity2

33Past performance is not necessarily indicative of future results.
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CLO Annualized Returns vs Corporate Debt1CLO Mezzanine Debt: Overview

 CLO mezzanine debt tranches have historically achieved higher
returns than comparably rated corporate debt

 CLO mezzanine debt has experienced relatively infrequent defaults
and attractive recoveries due to a combination of the capital
preserving attributes of bank loans, the structural protections
inherent to CLOs and the protection of subordinated capital in funds

 The floating rate nature of CLO mezzanine offers potentially
attractive hedging benefits

 CLO mezzanine could be an attractive complement/substitute to
corporate high yield bonds and potentially reduce the risks of a
CLO equity portfolio

Historical Cumulative Losses on all CLO Tranches2

Original Rating US CLO
Global 

Corporates

AAA 0.0% 0.1%

AA 0.0% 0.7%

A 0.1% 2.1%

BBB 3.0% 3.4%

BB 5.9% 15.3%

1 3, 5, and 10 year annualized returns as of 2/1/2021; Source: Bloomberg
2 Source: S&P LCD. Global Corporates default rate data is 10-year cumulative, issuer weighted global default rate from 1983-2018; CLO 
impairments by original rating; 10-year cumulative impairments over 1993-2018. 
3 Source: Intex, S&P LCD, Barclays Research 1/22/2021
Past performance is not necessarily indicative of future results.

US CLO debt tranches have exhibited lower cumulative loss rates than similarly
rated global corporate credits between 1983 and 2018, which included numerous
economic cycles

CLO BB impairment would require underlying loan default rates each and every year
(across a conservative range of recovery rates) much higher than actual long-term
historical average default rate

Constant Annual Default % Required to Impair BB CLO Debt3



CLOs: 2021 Activity/Outlook: Record Setting New Issue Volumes*
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*Source: Barclays Research

US CLO Supply ($B)

• The CLO market has witnessed a record setting start to 2021 with approximately $100B of primary activity in Q1, 
nearly surpassing full year 2020 supply levels

• Falling CLO liability costs, pent-up supply, resurgent leveraged loan issuance, and appealing equity arbitrage have 
created an attractive issuance environment

• Refinance and Reset volumes are approaching record levels as AAA spreads tighten and recent vintage transactions 
exit non-call periods

• Forward pipeline remains robust as 2020 issuance becomes eligible for refinancing

• Despite recent tightening, CLOs still offer more spread than comparably rated bonds, supporting further issuance
• Diversified AAA buyer base searching for yield includes: Bank, Insurance, Pension, short duration / retail funds

Refi / Reset Supply & AAA DM



Due Diligence Response Materials. The portion of this presentation that contains performance data on historical CLOs (the “Performance Data”) 
is being provided on a confidential and limited basis to you upon your request for additional information regarding one or more investment funds 
(each, a “Fund”) to be managed by Sycamore Tree Capital Partners, L.P. (“Sycamore”) or its affiliates.  They are being provided for illustrative 
purposes only in response to your request.

Investment Performance Information Caveats. Performance Data contains legacy investment performance information and data with respect 
to investment vehicles managed by Highland Capital Management, L.P. and/or affiliates thereof (collectively, “Highland”) for periods during which 
one or more Sycamore principals served as a portfolio manager or co-portfolio manager of such vehicle(s). The Sycamore team includes Mark 
Okada and Trey Parker, each of whom are prior employees of Highland. Mr. Okada is a Co-Founder of Highland and, at Highland, was its Chief 
Investment Officer (and Co-CIO for certain periods), Investment Committee member and Portfolio Manager or Co-Portfolio Manager of the 
strategies discussed in the Performance Data. Mr. Parker was Head of Credit (for certain periods), with supervisory authority over the Research 
Department, Co-Head of Private Equity and Portfolio Manager or Co-Portfolio Manager of certain strategies presented in the Performance Data for 
certain periods. Other portfolio managers and employees at Highland who will not be employed by Sycamore were involved in the investment 
process and have contributed to the performance included in the Performance Data. Sycamore is a newly formed investment adviser that may not 
have access to the same information, opportunities and resources as Highland and the Funds’ expense structures may be different. It should not 
be assumed that investments made in the future will be comparable in quality or performance to the investments described in the Performance 
Data. Different economic and market conditions could have materially impacted the performance of the Highland funds and those economic and 
market conditions do not accessorily exist today or will not necessarily exist in the future.

Informational Purposes Only.  The Performance Data is not intended to be relied upon as the basis for an investment decision, and is not, and 
should not be assumed to be, complete.  The Performance Data is not intended to be comprehensive or to provide specific investment advice or 
services.  The distribution to you of the Performance Data is made for informational purposes only and does not constitute an offer to sell or an 
invitation, recommendation or solicitation of an offer to buy any limited partner interests in a Fund or Sycamore in any jurisdiction and may not be 
distributed in any jurisdiction except in accordance with legal requirements applicable in such jurisdiction.  Any such offer or solicitation will be 
made only pursuant to a confidential Private Placement Memorandum of the applicable Fund and/or Sycamore (the “Memorandum”), the 
agreement of limited partnership of such Fund and/or Sycamore (the “Fund Agreement”), and the subscription agreement related thereto (the 
“Subscription Agreement”), copies of which will be made available upon request and should be reviewed before purchasing a limited partner 
interest in any Fund and/or Sycamore.  The Performance Data is qualified in its entirety by reference to the Memorandum, the Fund Agreement, 
and the Subscription Agreement.  The Performance Data does not constitute and should not be construed as legal, business, or tax advice, and 
each recipient should consult its own attorney, business advisor, and tax advisor as to legal, business, and tax advice. 

Performance Disclosure
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Past performance is not indicative of future results.



General Disclosure. The Highland 1.0 CLO issuance and performance information (Performance of the Prior Firm) summarized in this
presentation is being provided in response to your request for more information. The Highland CLOs utilized an investment strategy and
guidelines that may differ from the investment strategy and guidelines to be utilized by the Fund, and such differences should be considered when
reviewing the performance information. The performance information shown for the Highland CLOs is not representative of the performance of the
Fund; it is intended to illustrate the past performance of the investment team with respect to investments of the type that may be included in the
portfolio of the Fund. Returns are reflective of US CLO portfolios historically managed by Highland Capital Management, L.P. (“Highland”) only and
not returns earned by other CLOs. The Highland 1.0 CLO performance discussed in this presentation includes 23 CLOs issued between
December 1996 and March of 2008. Other CLOs managed historically by Highland may have experienced significantly different yield and equity
returns. Returns do not factor in certain economic and market conditions which may have materially impacted the performance of the funds.

To illustrate the Highland CLO performance in the context of a stand-alone fund, such as the Fund, pro forma performance information is
presented net of management fee and incentive allocation and applicable expenses at the individual CLO level. All performance figures presented
herein are approximate, based on unaudited data and have not been examined by any independent third party. Individual investor results may
vary depending on, among other factors, the date of the investment, fees paid and new issue eligibility. Past performance is no guarantee of
future results.

The Highland CLO information is provided for information purposes only and does not constitute investment advice, recommendations, or an offer
of solicitation. There is no guarantee, express or implicit, that any investment following the same processes would be successful. Investments
made by the Fund may differ materially from the investments made in the Highland CLOs.

Use of Index Performance. Returns of various indices are presented herein to give you a perspective of the historical performance of the
securities markets to which they relate. The indices are unmanaged and do not reflect the impact of advisory fees. An investor is unable to invest
directly in an index. Indices may have characteristics that differ materially from the funds. The Fund may invest in securities and other financial
instruments which are different from those that comprise the indices shown, and may hold considerably fewer securities than comprise the indices.
Because of these differences, among others, comparisons to indices should be made with a measure of caution.
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Past performance is not indicative of future results.  See Risk Disclosures & Notes.

Securities may be offered through NexPoint Securities, Inc., member FINRA/SIPC and an affiliate of Highland Capital Management, L.P.
This material is for information purposes only and does not constitute an offer to sell or solicitation of an offer to buy any securities or investment services. More complete

information is contained in offering documents for specific products. This summary has been prepared solely for the information of the person to whom it has been
delivered and may not be reproduced or used for any other purpose as such may constitute a violation of federal and state securities laws. Any offering for the Funds
outlined herein may be made only pursuant to the relevant offering memorandum, together with the current financial statements of the fund, if available, and relevant
subscription materials, all of which must be read in their entirety. No offer to purchase interests will be made or accepted prior to receipt by an offeree of these documents
and the completion of all appropriate documentation. All investors must be “accredited investors” and/or “qualified purchasers” as defined in applicable securities laws
before they can invest in the Funds.

Confidential – Do not copy or distribute. The information herein is being provided in confidence and may not be reproduced or further disseminated without the permission of
Highland Capital Management, L.P. (“Highland”). The information contained in this document is subject to change without notice. More complete information regarding
the investment products and services described herein, including fees and expenses, is contained in the offering documents for such products and services and in Part II
of Highland’s Form ADV.

Past performance does not guarantee future results. Performance during time period shown is limited and does not reflect the performance in different economic and market
cycles. There can be no assurance that similar performance will be experienced. Net of Fees performance results reflect the deduction of all expenses actually paid by
included accounts, including management fees. An explanation of the fees charged is contained in Part II of Highland’s Form ADV. Actual fees and expenses (and
returns) will vary depending on a variety of factors. Performance returns are calculated by geometrically linking month-end returns. Performance does include
reinvestment of interest or other income and is not adjusted for the effects of taxation.

Gross of fee's performance does not reflect the deduction of advisory fees or other expenses that impact returns shown. Since fees are deducted regularly, the compounding
effect will be to increase the impact of the fee deduction on gross account performance by a greater percentage than that of the annual fee charged. For example, if an
account is charged a 1% management fee per year and has gross performance of 12% during that same period, the compounding effect of the quarterly fee
assessments will result in an actual return of approximately 10.9%.

Gross IRR represents a compound annual rate of return on investments, calculated on the basis of actual investment inflows and outflows and outflows with respect to invested
capital.

Model/target returns described herein have been prepared by the projected management team of Highland on the basis of estimates and assumptions about the performance of
the Fund. Actual results may differ materially from these estimates. Model/target returns are inherently subject to significant economic, market and other factors that may
adversely affect the performance of the Fund including certain risk factors as discussed in the offering documents of the Fund. Model/target returns should not be relied
upon as facts as there is no assurance that these results will be achieved.

Annualized performance returns are calculated by geometrically linking month-end returns. Cumulative returns are calculated as the aggregate amount that the fund has gained
or lost over time. Performance includes reinvestment of interest or other income and is not adjusted for the effects of taxation.

The information in this presentation contains "forward-looking statements" within the meaning of the Private Securities Litigation Reform Act of 1995. These statements can be
identified by the fact that they do not relate strictly to historical or current facts. Forward-looking statements often include words such as "anticipates," "estimates,"
"expects," "projects," "intends," "plans," "believes" and words and terms of similar substance in connection with discussions of future operating or financial performance.
These forward-looking statements are based on our current expectations and assumptions regarding the fund’s portfolio and performance, the economy and other future
conditions and forecasts of future events, circumstances and results. As with any projection or forecast, they are inherently susceptible to uncertainty and changes in
circumstances. The fund’s actual results may vary materially from those expressed or implied in its forward-looking statements.

Hedge funds are speculative and involve a high degree of risk, and the performance of these funds can be volatile. An investor could lose all or a substantial amount of his or
her investment. The fund manager has total trading authority over the fund and may use a single strategy which could mean lack of diversification and, consequentially,
higher risk. There is no secondary market for the investor’s interest in the fund and none is expected to develop. In addition, there may be restrictions on transferring
interests in the funds.

S&P Leverage Loan Index is a market value-weighted index designed to measure the performance of the U.S leveraged loan market. The S&P Global Leveraged Loan 100
Index consists of the 100 largest loans in the S&P Global Leveraged Loan Index. Total return is the product of two components: interest income return and market value
return.

Highland Disclosure Regarding Performance Data
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What follows is the disclosure and risk factors that Highland set forth in its materials that contained the Performance Data.



Index returns assume reinvestment of all dividends and distributions, if any. Indices are unmanaged, have no fees or costs and are not available for investment. The
performance of the indices may be materially different from the individual performance attained by a specific investor. In addition, the investors’ holdings may differ
significantly from the securities that comprise the indices. The indices have not been selected to represent an appropriate benchmark to compare an investor’s
performance, but rather are disclosed to allow for comparison of the investor’s performance to that of certain well-known and widely recognized indices.

The performance of the indices may be materially different from the individual performance attained by a specific investor. In addition, the investors’ holdings may differ
significantly from the securities that comprise the indices. The indices have not been selected to represent an appropriate benchmark to compare an investor’s
performance, but rather are disclosed to allow for comparison of the investor’s performance to that of certain well-known and widely recognized indices. Index returns
assume reinvestment of dividends and other income. Indices are unmanaged and have no fees or costs. An investment cannot be made directly in an index.

Senior secured loans have significant credit risks and material losses may occur. As with other debt obligations, claims and collateral may be difficult to enforce in the event of a
default. No assurance can be made that full or significant recovery of principal and/or interest will be received or that any collateral recovered will be marketable or
sufficient.

Debt obligations and other securities of distressed companies will by their nature relate to companies in unstable financial condition and entail substantial inherent risks. Many of
these companies likely will have significantly leveraged capital structures, making them highly sensitive to declines in revenues and to increases in expenses and interest
rates. The leveraged capital structure of such investments will increase the exposure of the portfolio companies to adverse economic factors such as downturns in the
economy or deterioration in the condition of the portfolio company or its industry. Distressed investing involves significant expenses of legal counsel, experts, consultants
and other third parties.

The S&P Global Leveraged Loan 100 Index consists of the 100 largest loans in the S&P Global Leveraged Loan Index. The S&P Global Leveraged Loan 100 Index is a
subindex of the S&P Global Leveraged Loan Index. The S&P Global Leveraged Loan Index is a fixed-weighted, rules-based index designed to reflect global senior loan
facilities in the leveraged loan market. It consists of a 75% weighting of the S&P Leveraged Loan Index (LLI) and a 25% weighting of the S&P European Leveraged Loan
Index (ELLI). Total return is the product of two components: interest income return and market value return.

Index returns assume reinvestment of all dividends and distributions, if any. Indices are unmanaged, have no fees or costs and are not available for investment. The
performance of the indices may be materially different from the individual performance attained by a specific investor. In addition, the investors’ holdings may differ
significantly from the securities that comprise the indices. The indices have not been selected to represent an appropriate benchmark to compare an investor’s
performance, but rather are disclosed to allow for comparison of the investor’s performance to that of certain well-known and widely recognized indices.

We have prepared this document solely for illustrative purposes only. You should not rely upon it or use it to form the definitive basis for any decision, contract, commitment or
action whatsoever. The investment opportunity is in the structuring phase, and the actual structure of the investment opportunity and the characteristics of the offered
interests may differ from those presented herein. We make no warranties or representations of any kind with respect to the attached information. In no event shall
Highland CLO Funding, Ltd. (“HCF”), Highland Capital Management, L.P. or any of its affiliates (collectively, “Highland”) be liable for any use or reliance of such
information or for any inaccuracies or errors in such information. Any investment decision made by you must be based solely upon the information contained in the final
offering documents of HCF (“Final Offering Documents”).

To the extent information is provided about U.S. and EU risk retention rules, such information is not intended to be, and should not be construed, as a legal opinion. In addition,
the views set forth herein are not intended to represent a view as to how any U.S. or European agency or any governmental official would view the matters addressed
herein. Investors should note that one or more agencies or governmental officials could express views regarding such matters that differ from the views set forth here,
which views could be informed by varying regulatory considerations as well as differing legal analyses. In addition, the EU risk retention rules apply to affected investors,
and such affected investors take different approaches in their interpretations of the requirements of the EU risk retention so there can be no guarantee that any particular
investor will agree with the analysis set forth herein.

The information in this presentation is based upon forecasts and reflects prevailing conditions and Highland’s views as of this date, all of which are subject to change. Highland
undertakes no responsibility to notify you of any changes to the attached information. In preparing this presentation, we have relied upon and assumed, without
independent verification, the accuracy and completeness of all information available from public sources or which was provided to us or which was otherwise reviewed by
us.

Highland Disclosure Regarding Performance Data
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What follows is the disclosure and risk factors that Highland set forth in its materials that contained the Performance Data.

Past performance is not indicative of future results.  See Risk Disclosures & Notes.



Targeted internal rate of return and returns are presented solely for the purpose of providing insight into potential objectives, detailing anticipated risk and reward characteristics
in order to facilitate comparisons with other investments and for establishing a benchmark for future evaluation of the investment’s performance. The target internal rate
of return presented is not a prediction, projection or guarantee of future performance. The targeted internal rate of return is based upon estimates and assumptions that a
potential investment will yield a return equal or greater than the target. There can be no assurance that the targets will be realized or that the prospective investment will
be successful in meeting these anticipated return parameters. The target of potential return from a potential investment is not a guarantee as to the quality of the
investment or a representation as to the adequacy of the methodology used for estimating those returns. Accordingly, any target return should not be used as a primary
basis for an investor's decision to invest in ALF.

Multiple of capital (“MoC”) is found by dividing the cumulative net proceeds (i.e. interest income, fees and sale proceeds) produced by an investment on its invested capital at the
individual investment level. Gross multiples of capital do not reflect management fees, performances fees, taxes, or fund expenses, which in the aggregate are
substantial and will reduce returns. Aggregate net performance data will be provided to investors upon request and in any event prior to their investment in the Fund.

The companies in which Highland’s funds will invest (directly or indirectly) will be subject to the risks associated with the businesses in which they are engaged, including market
conditions, changes in regulatory requirements, interest rate fluctuations, general economic downturns and other factors. The funds will be subject to all of the risks
associated with the purchase and sale of securities generally, including, among others, economic, political, interest rate and other risks (including fraud and terrorism),
any of which could result in an adverse change in the performance of the financial markets as a whole or a fund in particular.

Neither this document nor anything contained herein shall form the basis for any contract or commitment whatsoever. Any decision to invest in ALF must be based solely on the
information contained in the Final Offering Documents. This document does not constitute and should not be considered as any form of financial opinion or
recommendation by Highland. The information contained herein is not intended to be, and does not constitute, advice from Highland. Highland is not your advisor
(municipal, financial or any other kind of advisor) and not acting in a fiduciary capacity.

Distribution of these materials to any persons other than the person receiving these materials directly from Highland is unauthorized. Any photocopying, disclosure or alteration
of the contents of these materials and any forwarding of a copy of these materials or any portion thereof by electronic mail or any other means to any person other than
the person receiving these materials from Highland is prohibited.

These materials shall not constitute an offer to sell or the solicitation of an offer to buy nor shall there be any sale of securities in any jurisdiction in which such offer, solicitation
or sale would be unlawful prior to registration or qualification under the securities laws of such jurisdiction.

By accepting this document, the recipient acknowledges and agrees to the foregoing statements and provisions in this Important Notice.
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What follows is the disclosure and risk factors that Highland set forth in its materials that contained the Performance Data.

Past performance is not indicative of future results.  See Risk Disclosures & Notes.


