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Private credit markets have been a regular feature of news headlines
in recent months, with high-profile failures in the US market sounding
alarm bells. While it is no secret that ‘covenant-lite’ deals' have
become more prevalent in this increasingly crowded market, the
potential risks associated with this deterioration in loan structuring
standards are now becoming clear.

A common perception is that if problems can surface in a developed
market (DM) like the US, they may be even more prevalent in the
‘riskier’ EM private credit market. Our experience - and the data -
point to something different: investors can access EM-level spreads
on structures that look more like DM private credit before the space
became crowded.

1. Structures that typically lack maintenance covenants (financial metrics tested every quarter); instead, they rely on incurrence covenants (if any),
which only restrict the borrower if they choose to take a new action, e.g., make an acquisition. This lack of early warning system means - as a
recent high-profile failure has shown - that a borrower’s core financial health can degrade over multiple months (layering billions of dollars of
complex, opaque off-balance-sheet financing) without triggering a covenant breach, preventing lenders from intervening until it is too late.

For professional investors and financial advisors only. Not for distribution to the public or within a country where distribution would be contrary to
applicable law or regulations.


https://www.paulweiss.com/media/fzvn3pet/covenant-lite_loans_overview.pdf
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Looking behind the ‘EM’ label, we outline the reasons behind this
apparent paradox, but first we show it in practice - using the private
deals in our Emerging Markets Transition Debt (EMTD) strategy as
case studies. Specifically, we highlight how each deal benefits from:

Conservative fundamentals No ‘covenant-lite’
and asset coverage structures
Hard currency denominated and Global
developed market legal jurisdiction linkages

Looking behind the ‘EM’ label in
Emerging Markets Transition Debt

Starting at the portfolio level - and focusing on the private loans
in EMTD - despite offering a higher yield overall, the underlying
fundamentals of these private loans are more robust than what is
typical in the developed market (DM) private credit universe.

In the figure below, we consider a representative US private loan
portfolio and apply the same loan-to-value calculation methodology
for the private loan portfolio in the EMTD strategy for a fair comparison.

EMTD private loan fundamentals compared to typical DM
private loans

Loan-to-value Net leverage Yield
Emerging Markets
Transition Debt S7 5.4 105
Deyeloped Market 47 57 96
private credit
0% 20% 40% 60% Ox 3x 6x 0% 2% 4% 6% 8% 10% 12%

Source: Ninety One. For illustrative purposes only. The analysis above considers the publicly listed
business development company (“BDC”) Ares Capital Corp (ticker: ARCC) as at 30 June 2025,
this comprises 879 non-infrastructure private loans.



Emerging Markets Transition Debt: hidden strengths in overlooked places

Private investments in the portfolio

While the investments are wholeheartedly “EM”, we highlight the
linkages the assets have to DM institutions. These linkages are not
an attempt to proxy-justify an investment case but rather to indicate
that the scale and quality of the companies and projects we target
in EMTD are integrated into global supply and value chains.

Deep institutional oversight: the EM opportunity is linked to DM
balance sheets and expertise

Snapshot of EMTD investments and their links to developed markets:
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Source: Ninety One. For illustrative purposes only. As at October 2025.
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Project India Green (India)

— US$610 million senior term-loan facility. Financing Net Credit Covenant-
one of India’s largest renewable and storage leverage LTV rating lite

platforms, enabling expansion in hybrid power,

pumped hydro, and emerging green hydrogen and N/A 33.0% B (internal) No
ammonia infrastructure. The company underpins
India’s 2070 net-zero pathway. . .

Governing Accounting Lenders’

— Underwritten IRR: 14.0% gross/13.4% net in USD. law firm counsel

— The platform is co-owned by two of the world’s Ui £ Linklaters
most sophisticated sovereign wealth funds.

Project Latam Solar (Brazil)

— US$150 million senior term loan facility. Net Credit Covenant-
Financing the expansion of renewable power leverage LTV rating lite
across Latin America through multiple operating ]
and development-stage solar assets with NE 37.4% BB (internal) e
long-term Power Purchase Agreements (PPAS)
backed by investment-grade offtakers, providing . . ,
stable dollar-linked cash flows and strong IGovernlng Accountmg Ll

aw firm counsel
collateral coverage.
New York Deloitte Norton Rose

— Underwritten IRR: 9.0% gross / 8.4% net in USD.

— The portfolio is owned by a NYSE-listed
Canadian company, which also provides a
payment guarantee on the loan.

Project Connect Brazil (Brazil)

— US$155 million senior term loan facility. Net Credit Covenant-
Financing a market-leading Brazilian leverage LTV rating lite
manufacturer of aluminium wire and conductors ]
used in transmission and distribution networks. 28X 39.5% B (internal) No
The company plays a central role in enabling grid
expansion and electrification across Brazil's . .
rapidly evolving energy system. Governing A:ccountmg Lenders’

law firm counsel

— Underwritten IRR: 11.2% gross/10.6% net in USD. New York EY Millbank

— The borrower operates production facilities in
Canada and the US, positioning it as a trans-
American transmission supplier.

Where performance is gross of fees, returns will be reduced by management fees and other expenses.
Net performance is net of the highest institutional segregated portfolio management fee which is 0.6%.
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Project Latam Data (pan-Latin America)

US$1,225 million term loan facility. Financing a
high-efficiency data centre platform spanning
Mexico, Brazil, Colombia, and Chile. The
company designs energy-optimised facilities
powered mostly by renewables and targets
zero-carbon operations by 2040.

Underwritten IRR: 8.1% gross/7.5% net in USD.

The platform is owned by a US-based data centre
solutions provider, currently being acquired by
Global Infrastructure Partners (GIP), affiliated
with Blackrock, for ¢.US$40 billion.

Net Credit Covenant-
leverage LTV rating lite

N/A 43.0% BBB(internal) No
Governing Accounting Lenders’
law firm counsel
New York PwC Paul Hastings

Project Towers for Africa (Sub-Saharan Africa and Latam)

— US$439 million senior term loan facility.

Senior loan to a leading independent telecom
tower company with 39,000+ towers across
Africa and Latin America. The financing
supports “Project Green,” an emissions-
reduction initiative converting diesel-powered
towers to solar, grid, and battery solutions.

Underwritten IRR: 10.1% gross/9.5% net in USD.

The company is owned by globall
sovereign investors and an internationall
finance corporation.

Project Frio (pan-Latin America)

— US$325 million senior term loan facility. Financing

the largest third-party cold storage and logistics
platform in Latin America, supporting expansion
and facility retrofits to EDGE Advanced zero-
carbon standards. The deal contributes to the
decarbonisation of regional agriculture and food
supply chains.

Underwritten IRR: 11.4% gross/10.8% net in USD.

The company is owned by two US investment
firms alongside a NASDAQ-listed logistics firm.

Net Credit Covenant-
leverage LTV rating lite

3.4x 42.7% B+ (S&P) No
Governing Accounting Lenders’

law firm counsel

New York PwC Clifford Chance
Net Credit Covenant-
leverage LTV rating lite

5.7x 44.0% B+ (internal) No
Governing Accounting Lenders’
law firm counsel
New York KPMG Paul Hastings

No representation is being made that any investment will or is likely to achieve profits or losses similar to

those achieved in the past, or that significant losses will be avoided. Expected IRRs may not be achieved.
This is not a buy, sell or hold recommendation for any particular security.

Source: Ninety One.
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Behind the paradox: why
higher yields # higher risk

Three factors help explain the apparent risk/return paradox
embodied in our EMTD strategy:

1. The macroeconomic fundamentals of emerging markets
have strengthened in comparison with developed markets:
old asset class distinctions are being turned on their head.

2. Annual credit loss rates in the EM private credit market are
comparable to developed markets, despite the
yield pickup.

3. The unexplored nature of private credit in emerging
markets - including high barriers to entry and strong
lender bargaining power - allows lenders to command
very attractive deal terms.

Emerging markets are no
longer the riskier destination

Perception problems are still common around EM investing. Yet it
is becoming harder to distinguish EMs from DMs. Nowhere is that
more evident than in bond markets, which are in a new regime -
‘safe havens’ no longer behave as such, DM bond market volatility
has risen, and DM yield curves have seen episodes of ‘bear
steepening’ on rising fiscal concerns.

In short, the lines between EM and DM have blurred. Several factors
help explain this: the economic rebalancing across EM in 2013~
2016; more orthodox monetary policy and more restrained fiscal
policy within EM; higher quality EM indices; and a more uncertain
policymaking backdrop in DM, where institutional credibility is
being questioned.


https://ninetyone.com/en/insights/reframing-fixed-income-the-old-rules-are-no-longer-fixed?utm_source=pdf&utm_medium=pdf
https://ninetyone.com/en/insights/reframing-fixed-income-the-old-rules-are-no-longer-fixed?utm_source=pdf&utm_medium=pdf
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For concrete evidence of the trend of relative strengthening of EM,
simply compare EM and DM economies (grouped into two distinct
entities) across various metrics:

If ‘EM’ and ‘DM’ were countries, what story would they tell?

Economics

(2025 forecast) Republicof DM Republic of EM

pricontout .

GDP (US$ billion) 58,193 35,646 », EMGDPis40% smaller

SprPégSSj d?“"on’ 67,029 85273 ) EMPPP GDP is 27% bigger
Population 905 3,953 7/ EM population is 4x DM population
Debt (US$ billion) 69,529 28,837 /7 EM debt is 60% lower than DM

Debt / GDP 19.5% 80.9% /7 EM debt/GDP is 40% lower than DM
Real GDP growth 1.8% 4.2% /7 EM growth is twice as high

Current Account -0.6% 0.3% 7/ EM runs a current account surplus

Source: IMF October 2024 WEO, JPMorgan benchmarks, Ninety One calculations. DM covers 13 Developed Markets in the JPMorgan
GBI Benchmark. EM covers 19 Emerging Markets in the JPMorgan GBI-EM. Where applicable, data is weighted by GDP. For further
information on indices, please see Important Information section.
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The risk/return profile in EM private
credit is particularly compelling

As we touched on earlier, the EM private credit opportunity set
is more ‘global’ than investors may realise. In addition to the
global linkages outlined in the investment case studies earlier,
in many instances, the EM jurisdictions of deals are countries
with well-developed legal systems, which offer robust
protection for investors. These markets tend to have more
robust legal frameworks for enforcing contracts, protecting
creditor rights, and resolving disputes, which can mitigate risks
for private debt investors.

Related to this, a key metric in assessing credit risk is the
default rate — and, where defaults occur, the loss-given-default
is equally important. While default rates in EM are slightly
higher, recovery rates are broadly comparable to those in

DM. In fact, annual credit loss rates in EM have been found to
be only around 20 basis points higher than in DM, despite EM
assets offering significantly higher yields. These low actual loss
rates are comparable to the expected losses of a portfolio of
investment-grade-rated assets.

The metrics that matter dispel many myths around EM

Low default rates High recovery rates Low credit loss rates
.E M 5.9% 0.9%
infrastructure
P M 4.3% 0.7%
infrastructure
US high-yield 38% 239%
bonds

EM corporate

[e) O,
bonds e 0.8%
US leveraged 27%
loans
EM private
sector loans 3.5%
from MDB/DFls

Source: Ninety One, Moody’s based on long-term averages over the period 1998 to 2022.
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Strong bargaining power for
lenders with EM expertise

The need for global EM expertise and the deep origination platform
necessary for building diversified portfolios has deterred broader
participation in the EM private credit market, creating a barrier to
entry. With competition relatively limited, experienced investors
have strong bargaining power; rather than having to compete on
loan pricing and protections, they can stipulate lender-friendly
deal terms - including robust protections — and focus on the most
compelling opportunities.

Building on deep experience in closing deals in uncrowded African
markets, Ninety One’s EM private credit investments feature many
layers of protection, including low corporate leverage, lending to
high-quality borrowers, and structuring deals to include robust
covenants - with active loan monitoring conducted throughout the
life of each loan by a dedicated team. And having built a proprietary
network of more than 500 sourcing partners across emerging
markets, Ninety One is able to be highly selective in the private
market opportunities it participates in.

This extensive reach allows Ninety One to uncover deal flow that
rarely appears in syndicated or brokered markets. Unlike in the
crowded and increasingly binary (sponsored/non-sponsored)
developed market, we work with a combination of sponsors, local
entities and governments - the common denominator is an attractive
risk and return profile for each deal we participate in. Furthermore,
while lenders in developed markets often compete with banks,
Ninety One has a long track record of partnering with them. This is

a structural growth area: on the one hand, banks’ need to de-risk
balance sheets is creating a demand for syndication channels; while
on the other, institutional investors need scale and diversification -
Ninety One works with both to create diversified pools of assets.
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Building a global EM private credit platform

Ninety One began building its private credit platform in South

Africa during the global financial crisis. When international capital
retreated and high-quality South African borrowers were left
stranded, we stepped into that gap, underwriting senior loans at
attractive valuations and laying the foundation for a high-yielding
credit strategy named Credit Opportunities. From those beginnings
came the African Credit Opportunities strategy for international
investors looking to secure uncorrelated hard currency returns.
This led to Ninety One being awarded the mandate to manage the
Emerging Africa & Asia Infrastructure Fund (EAAIF - part of the
Private Infrastructure Development Group), backed by a consortium
of global development finance institutions, and more recently the
SA Infrastructure Credit Fund. Launched in 2024, our Emerging
Markets Transition Debt strategy follows the same guiding principles:
a strong network of deal origination to facilitate diversification;

a focus on higher-quality credit; careful and conservative deal
structuring to mitigate downside risk.

Today, the platform manages over 1,200 investments, with 11 fund
vintages across our emerging market credit strategies now fully
realised. Our team of over 40 investment professionals, based

in Cape Town, London, New York and Singapore, includes deep
legal and ESG specialists to assess each transaction directly. With
annual loss rates of below 0.5% achieved on US dollar-denominated
portfolios managed since 2014, Ninety One’s EM private market
strategies align with an investment-grade profile.

Allinvestments carry the risk of capital loss and past performance does not predict future returns.
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In summary

Unlike in the US market, where structuring standards have deteriorated,
the private loans in EMTD benefit from robust protections and strong
underlying foundations. The result is that this relatively unexplored
opportunity set offers a surprisingly compelling risk/return profile.

The strengthening of EM economies relative to their DM counterparts,
together with the untapped nature of private credit markets, help
explain the apparent paradox of superior yields and risk premia going
hand-in-hand with strong downside risk management.

General risks. The value of investments, and any income generated from them, can fall as well as rise.

Specific risks. Currency exchange: Changes in the relative values of different currencies may adversely
affect the value of investments and any related income. Default: There is a risk that the issuers of fixed income
investments (e.g. bonds) may not be able to meet interest payments nor repay the money they have borrowed.
The worse the credit quality of the issuer, the greater the risk of default and therefore investment loss.
Derivatives: The use of derivatives may increase overall risk by magnifying the effect of both gains and losses
leading to large changes in value and potentially large financial loss. A counterparty to a derivative transaction
may fail to meet its obligations which may also lead to a financial loss. Emerging market: These markets carry
a higher risk of financial loss than more developed markets as they may have less developed legal, political,
economic or other systems. Liquidity: There may be insufficient buyers or sellers of particular investments
giving rise to delays in trading and being able to make settlements, and/or large fluctuations in value. This may
lead to larger financial losses than might be anticipated. Sustainable Strategies: Sustainable, impact or other
sustainability-focused portfolios consider specific factors related to their strategies in assessing and selecting
investments. As a result, they will exclude certain industries and companies that do not meet their criteria. This
may result in their portfolios being substantially different from broader benchmarks or investment universes,
which could in turn result in relative investment performance deviating significantly from the performance

of the broader market. Credit Risk: Where the value of an investment depends on a party (which could be a
company, government or other institution) fulfilling an obligation to pay, there exists a risk that the obligation
will not be satisfied. This risk is greater the weaker the financial strength of the party. The Net Asset Value the
portfolio could be affected by any actual or feared breach of the party’s obligations, while the income of the
portfolio would be affected only by an actual failure to pay, which is known as a default. Borrowing/Leverage:
Borrowing additional money to invest increases the exposure of the portfolio above and beyond its total net
asset value. This can help to increase the rate of growth of the portfolio but also cause losses to be magnified.
Private funds: An investment in the Fund is speculative and involves a high degree of risk. The program is not
suitable for all investors. The shares are illiquid with restrictions on transferability and resale. Each investor or
prospective investor should be aware that they may be required to bear the financial risk of this investment

for an indefinite period of time. An investor may lose all or a substantial part of its investment. There can be no
assurance that the investment objectives of the Fund will be achieved. The managers and portfolio structure
provided herein is subject to change.




Important information

This communication is for professional investors and financial advisors only. It is not to be distributed to the public or within a country where
such distribution would be contrary to applicable law or regulations.

The information may discuss general market activity or industry trends and is not intended to be relied upon as a forecast, research or
investment advice. The economic and market views presented herein reflect Ninety One’s judgment as at the date shown and are subject
to change without notice. There is no guarantee that views and opinions expressed will be correct and may not reflect those of Ninety One
as a whole, different views may be expressed based on different investment objectives. Although we believe any information obtained
from external sources to be reliable, we have not independently verified it, and we cannot guarantee its accuracy or completeness (ESG-
related data is still at an early stage with considerable variation in estimates and disclosure across companies. Double counting is inherent
in all aggregate carbon data). Ninety One’s internal data may not be audited. Ninety One does not provide legal or tax advice. Prospective
investors should consult their tax advisors before making tax-related investment decisions.

Nothing herein should be construed as an offer to enter into any contract, investment advice, a recommendation of any kind, a solicitation
of clients, or an offer to invest in any particular fund, product, investment vehicle or derivative. Investment involves risks. Past performance
is not indicative of future performance. Any decision to invest in strategies described herein should be made after reviewing the offering
document and conducting such investigation as an investor deems necessary and consulting its own legal, accounting and tax advisors in
order to make an independent determination of suitability and consequences of such an investment. This material does not purport to be

a complete summary of all the risks associated with this Strategy. A description of risks associated with this Strategy can be found in the
offering or other disclosure documents. Copies of such documents are available free of charge upon request.

In the US, this communication should only be read by Institutional Investors (Accredited Investors and Qualified Purchasers), Financial
Advisors (FINRA-registered Broker Dealers) and, at their exclusive discretion, their eligible clients. It must not be distributed to US Persons
apart from the aforementioned recipients. THIS INVESTMENT IS NOT FOR SALE TO US PERSONS EXCEPT ACCREDITED INVESTORS AND
QUALIFIED PURCHASERS. Note that returns will be reduced by management fees and that investment advisory fees can be found in Form
ADV Part 2A.

In Australia, this document is provided for general information only to wholesale clients (as defined in the Corporations Act 2001), Ninety
One Australia Pty Ltd (AFSL 329636).

This material is being sent to you in your capacity as professional investors, institutional investors, other qualified investors as
defined by relevant local laws and regulations and strictly for your internal use only; and should not be reproduced or distributed
to any other persons without prior written consent from Ninety One. If you are not an intended recipient you must ignore this material
and take no action based on the information in it. In Hong Kong, it is for professional investors only, issued by Ninety One Hong Kong Limited
and has not been reviewed by the Securities and Futures Commission (SFC). In Singapore, it is for institutional investors only, issued by
Ninety One Singapore Pte Limited (company registration number: 201220398M) and has not been reviewed by the Monetary Authority

of Singapore. In the People’s Republic of China (the “PRC”), it can be directed only at certain eligible PRC investors as prescribed by
applicable PRC laws. In Taiwan, it is for professional institutional investors only. In Indonesia, Thailand, the Philippines and Brunei, it is for
institutional investors and other qualified investors only. For Korean and Malaysian clients this material has been issued to you upon your
request, without any marketing or solicitation activities conducted by Ninety One. All information contained in this material is factual
information and does not reflect any opinion or judgment of Ninety One. The information contained in this material should not be construed
as an offer, marketing, solicitation or investment advice with respect to any investment products or services. The website mentioned in this
communication has not been reviewed or approved by any regulatory authority in any Asia jurisdictions, and may contain information with
respect to investments products that may not be registered in some jurisdictions.

Ninety One Botswana Proprietary Limited, Plot 64289, First floor, Tlokweng Road, Fairgrounds, Gaborone, PO Box 49, Botswana, is
regulated by the Non-Bank Financial Institutions Regulatory Authority. In Namibia, Ninety One Asset Management Namibia (Pty) Ltd is
regulated by the Namibia Financial Institutions Supervisory Authority. In South Africa, Ninety One is an authorised financial services
provider.

Except as otherwise authorised, this information may not be shown, copied, transmitted, or otherwise given to any third party without
Ninety One’s prior written consent. © 2025 Ninety One. All rights reserved. Issued by Ninety One, December 2025.

Indices

Indices are shown for illustrative purposes only, are unmanaged and do not take into account market conditions or the costs associated
with investing. Further, the manager’s Strategy may deploy investment techniques and instruments not used to generate Index
performance. For this reason, the performance of the manager and the Indices are not directly comparable.

MSCI data is sourced from MSCI Inc. MSCI makes no express or implied warranties or representations and shall have no liability whatsoever
with respect to any MSCI data contained herein. The MSCI data may not be further redistributed or used as a basis for other indices or any
securities or financial products. This report is not approved, endorsed, reviewed or produced by MSCI. None of the MSCl data is intended
to constitute investment advice or a recommendation to make (or refrain from making) any kind of investment decision and may not be
relied on as such.

FTSE data is sourced from FTSE International Limited (‘FTSE’) © FTSE 2025. Please note a disclaimer applies to FTSE data and can be found
at www.ftse.com/products/downloads/FTSE_Wholly_Owned_Non-Partner.pdf
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Australia

Level 28 Suite 3, Chifley Tower
2 Chifley Square

Sydney, NSW 2000
Telephone: +612 9160 8400
australia@ninetyone.com

Botswana

Plot 64289, First floor

Tlokweng Road, Fairgrounds

Gaborone

PO Box 49

Botswana

Telephone: +267 318 0112
botswanaclientservice@ninetyone.com

Channel Islands

PO Box 250, St Peter Port
Guernsey, GY13QH

Telephone: +44 (0)1481710 404
enquiries@ninetyone.com

Germany

Bockenheimer Landstrafie 23
60325 Frankfurt am Main
Telephone: +49 (0)69 7158 5900
deutschland@ninetyone.com

Hong Kong
Suites 1201-1206, 12/F
One Pacific Place

88 Queensway, Admiralty
Telephone: +852 28616888
hongkong@ninetyone.com

Luxembourg

2-4, Avenue Marie-Thérese
L-2132 Luxembourg
Telephone: +352 2812 77 20
enquiries@ninetyone.com

Namibia

Am Weinberg Estate
Winterhoek Building

1st Floor, West Office

13 Jan Jonker Avenue
Windhoek

Telephone: +264 (61) 389 500
namibia@ninetyone.com

Netherlands

Johan de Wittlaan 7

2517 JR Den Haag
Netherlands

Telephone: +3170 7013652
enquiries@ninetyone.com

Singapore

138 Market Street
CapitaGreen #27-02
Singapore 048946
Telephone: +65 6653 5550
singapore@ninetyone.com

www.ninetyone.com

Telephone calls may be recorded for training, monitoring and regulatory purposes
and to confirm investors’ instructions.

South Africa

36 Hans Strijdom Avenue
Foreshore, Cape Town 8001
Telephone: +27 (0)219011000
enquiries@ninetyone.com

Sweden

Vastra Tradgardsgatan 15,
11153 Stockholm

Telephone: +46 8 502 438 20
enquiries@ninetyone.com

Switzerland

Dufourstrasse 49

8008 Zurich

Telephone: +4144 262 00 44
enquiries@ninetyone.com

United Kingdom
55 Gresham Street
London, EC2V 7EL

Telephone: +44 (0)20 3938 1900

enquiries@ninetyone.com

United States

Park Avenue Tower, 65 East 55th Street

New York, 10022
US Toll Free: +1800 434 5623
usa@ninetyone.com

For more details please visit www.ninetyone.com/contactus
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