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CLASS A BOND (A A A)
60% – $240 mm

CLASS B BOND (A A)
12% – $48 mm

CLASS C BOND (A)  6% – $24 mm

CLASS D BOND (BBB) 6% – $24 mm

CLASS E BOND (BB)  6% – $24 mm

EQUITY TRANCHE (NOT RATED)  
10% – $40 mm
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WHAT IS CLO EQUITY?
 
> �A collateralized loan obligation (CLO) is a special purpose investment vehicle that issues bonds at different rating levels as well as an unrated 

equity tranche to raise funds. The CLO then invests those proceeds in a diversified pool of floating rate loans

> �Bond investors are paid on a quarterly basis according to their seniority in the capital structure. Equity tranche investors receive all of the 
excess payments each quarter. The equity tranche bears the risk of the first loss but also captures the potential upside

(1) The total deal size in this example is $400M. SWF stands for sovereign wealth fund; BDCs stand for business development companies. (2) BofA Global Research. April 
2025. Cash-on-cash equity returns are the ratios of cash distributions versus the par amount of equity invested. Average return and standard deviation (shown on the CLO 
Equity: Hybrid Equity/Debt Investment slide) for vintage years 2003 through 2022. Includes returns for redeemed deals. The 20-year period misses vintage years 2008-2010 
due to a lack of data for deals. IRR stands for internal rate of return.
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CLO equity has been a consistent source of income for investors, 
producing a ~14% realized IRR over the last 20 years2 

CLO STRUCTURE1 UNDERLYING 
INVESTMENTSINVESTOR TYPE

> Banks
> Money Managers
> �Insurance Companies

> �Insurance Companies
> Hedge Funds
> Asset Managers
> ��Pensions
> ��Endowments

> �Hedge Funds
> �SWF/Family Offices
> �CLO Managers
> �Money Managers
> BDCs
> �Insurance Companies

CONTRACTUAL PRINCIPAL 
AND INTEREST PAYMENTS  

TO ALL BONDHOLDERS

ALL EXCESS PAYMENTS  
(NET OF FEES AND EXPENSES) 

TO EQUITY INVESTORS

TOTAL CLO PROCEEDS 
(BONDS & EQUITY) 

INVESTED IN LOANS

DIVERSIFIED 
PORTFOLIO OF 

FLOATING R ATE LOANS
—

250 – 300 Loans



KEY INVESTOR CONSIDERATIONS FOR BROADLY SYNDICATED LOAN CLOs

For illustrative purposes only. (1) Source: PitchBook Data, Inc.; Morningstar LSTA US Leveraged Loan Index. 31 December 2024. (2) Agent banks are the issuing bank that syndicates  
the loan to investors. Third-party banks provide competitive quotes and markets.
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Diversification
—
Typically, a CLO contains hundreds 
of loans representing a wide range of 
sectors. CLO captive equity provides 
vintage diversification as well

Front-Loaded Returns
—
Typically, CLOs are structured to front-
load returns with quarterly payments 
compared to delayed private equity 
returns (i.e., J-curve)

Floating Rate
—
CLO assets and liabilities are floating, 
based off SOFR

Seniority
—
A CLO’s underlying collateral typically 
consists of high yield, senior secured 
loans which sit near the top of a 
company’s capital stack, ranking 
ahead of unsecured bonds and equity

Secondary Trading
—
Loans can be traded through agent or 
third-party banks; generally, quotes 
and markets are provided daily2

Transparency
—
An independent trustee provides 
monthly reports

Low Default History
—
Since its inception in 1999, the 
Morningstar LSTA US Leveraged  
Loan Index has had an average  
default rate of just 2.44%1

Actively Managed
—
During the reinvestment period 
(typically five years), a CLO 
portfolio can be actively managed 
and optimized for various market 
environments

Size
—
The average loan tranche size in the 
Morningstar LSTA US Leveraged Loan 
Index is $1.07B1
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CLO EQUITY: HYBRID EQUITY/DEBT 
INVESTMENT 

> �CLO equity is a “carry” product that is designed to 
provide quarterly cash-on-cash returns

	 – 2.9% average quarterly return since 20171

> �It can be considered a hybrid debt/equity instrument 
given quarterly payments of excess cash flows and 
the return of capital at the end of life

> �CLO equity returns have historically shown lower 
volatility versus public equities

	 – �CLOs are closed-end and non-mark to market 
vehicles, so intermittent market volatility does not 
cause forced selling or diverted cash flows

	 – �CLO equity generated an average 20-year realized 
IRR of 13.7% with a standard deviation of 9.0%1

	 – �Conversely, the S&P 500 generated a 20-year 
average annual return of 9.8% with a standard 
deviation of 14.8%2

(1) BofA Global Research. April 2025. Cash-on-cash equity returns are the ratios of cash distributions versus the par amount of equity invested. Average return and standard deviation 
for vintage years 2003 through 2022. Includes returns for redeemed deals. The 20-year period misses vintage years 2008-2010 due to a lack of data for deals. (2) Morningstar. 
20-year average annual return and standard deviation from 2003 through 2022. Past performance is no guarantee of future results. Returns shown do not represent or predict the 
performance of any fund.

HISTORICAL US CLO CASH-ON-CASH EQUITY RETURNS1
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CLO EQUITY VS. OTHER 
PRIVATE ASSET CLASSES

> �CLO Equity offers income potential 
like Private Credit, but with less 
interest rate sensitivity, more 
diversification and more liquidity

> �The broadly syndicated loans that 
make up CLOs provide exposure 
to Private Equity assets on a senior 
secured basis

As of 31 December 2024. (1) CLO Equity range based on historical return figures from BofA Global Research and Intex. 5 August 2024. Using a weighted average of vintage years, 
the average quarterly equity distribution was 3.3% for the 10 years through Q2 2024. Annualized that figure equals 13.7%. (2) Private Credit range based on historical return figures 
from J.P. Morgan. “Credit Watch: Private Credit Uncovered – Uncovering Even More.” 5 April 2024. USD private credit had a near 10-year return (2014-3Q23) of 8.4%. We used that 
as the bottom end of our range given today’s higher interest rates. (3) Private Equity range based on historical return figures from Cambridge Associates. “First Half 2023 US PE/VC 
Benchmark Commentary.” 5 January 2024. US private equity, which includes buyout and growth equity funds only, had a 10-year return of 16.9% through 30 June 2023. 

HISTORICAL US CLO CASH-ON-CASH EQUITY RETURNS

CLO Equity Private Credit Private Equity

Income  
(Return Product)

Yes Yes No

Interest Rate 
Sensitivity

Low
(both assets and liabilities 

are floating rate)

Medium
(only assets are 

floating rate)
--

Diversification High
(hundreds of loans)

Medium
(dozens of loans)

Medium
(dozens of portfolio 

companies)

Liquidity Active 
(underlying loans can be 

actively managed)

Limited Limited

Ranking for 
Underlying Assets

Senior Senior/subordinated Subordinated

Returns 12-15%1 8-12%2 15-20%3
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PPM CLO PLATFORM

As of 30 June 2025. (1) PPM Loan Management Company 2, LLC (PPMLM2), is a registered investment adviser that acts as asset manager for PPM’s CLOs. PPMLM2 is an indirect, 
wholly-owned subsidiary of JFI (NYSE:JXN).
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Clients Invest in a Credit 
Process That Actively Manages 

to Optimize the Portfolio
—

PPM is a credit focused active manager that has 
operated in the loan and CLO market since 1999

Relationship With Jackson 
Financial Inc. (JFI)

—
JFI and its affiliates have provided funding  

for first-loss warehouse capital and  
subordinated notes directly and/or through  

its interest in the CLO asset manager1

Manager Has Skin-in-the-
Game Alongside Investors

—
The CLO asset manager, JFI and/or its  

affiliates currently hold majority controlling  
equity positions in all PPM CLOs

Extensive Infrastructure From 
a Large Asset Manager

—
PPM is an $80 billion asset manager
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Important Disclosures

The information contained herein is being provided to you at your request for 
informational purposes only and is not an offer to sell or a solicitation of an offer to 
buy an interest in any pooled investment vehicle or securities (each, a “CLO”) offered 
by PPM America, Inc., PPM Loan Management Company 2, LLC  and/or its affiliates 
(together with such affiliates, “PPM”) or any other security. Any offer to buy interests 
in a CLO will be made pursuant to the delivery of the related offering documents for 
the CLO (“CLO Offering Documents”), which will be furnished to qualified investors 
only. The information contained herein is not complete, may change and is subject to, 
and qualified in its entirely by, the more complete disclosures, risk factors and other 
information contained in the CLO Offering Documents.

These materials are strictly confidential and may not be reproduced or redistributed 
without the express written approval of PPM. No information in this presentation should 
be construed or relied upon as investment, legal, accounting, tax or other professional 
advice or in connection with any offer or sale of securities.

Any person or entity considering making an investment in a CLO must be able to bear 
the risks involved and must be able to meet certain suitability requirements. Some 
or all alternative investment programs may not be suitable for certain investors. An 
investment is speculative and involves a substantial amount of risk including varying 
market conditions, that an investment may be leveraged and performance may be 
volatile, and an investor could lose all or a substantial amount of his or her investment. 
Furthermore, a CLO’s investments were made in particular economic and market 
conditions and similar economic and market conditions may not occur in the future. 
Similar investments would likely produce different results under different economic and 
market conditions.

There can be no assurance that a CLO will achieve the targeted return or other specified 
targets, and there is no guarantee against losses resulting from investment in a CLO. 
Investment in a CLO carries the risk of loss of capital and investors should review the 
terms of the CLO Offering Documents with due care and appropriate professional 
advice. An investor in a CLO could lose all or a substantial amount of its investment. 

Past or targeted performance is not a guarantee of future results. No representation 
is being made that any investment will or is likely to achieve comparable results or 
targeted returns similar to those achieved in the past, or that significant losses will be 
avoided.

Return and other targets are used for measurement or comparison purposes over 
the time period indicated and only as a guideline for prospective investors to evaluate 
the investment strategies of the CLO and the accompanying risk/reward ratios. 
Performance may fluctuate, especially over periods shorter than that indicated. Targets 
are subjective determinations by PPM based on a variety of factors, including, among 
others, investment strategy, prior performance of similar products, risk tolerance 
and market conditions. Targeted returns and other targets should not be relied on as 
indications of future performance. No representation or assurance is made that a CLO 
will or is likely to achieve its objectives or targets.

Certain information contained herein has been obtained from published and non-
published sources and has not been independently verified by PPM, who does 
not assume responsibility for the accuracy or completeness of such information. 
Furthermore, in certain respects, the information contained herein is incomplete 
without being supplemented by the accompanying oral presentation and discussion. 
Except where otherwise indicated, the information provided herein is based on matters 
as they exist as of the date of preparation and not as of any future date, and will not 
be updated or otherwise revised to reflect information that subsequently becomes 
available, or circumstances existing or changes occurring after the date hereof. PPM 
assumes no duty to update this presentation to reflect information that subsequently 
becomes available, or circumstances existing or changes occurring after the date hereof. 
Interaction with third parties, inclusive of the investment research and due diligence 
process, is conducted in accordance with securities laws and PPM’s communications 
and confidential information policies. Likewise, use of information is subject to and 
may be limited by PPM’s policies and procedures, securities laws and/or contractual 
agreements with third parties. 

This presentation may include simplified presentations of complex processes and are 
provided for illustrative purposes only.  PPM’s actual activities and processes may differ 
from what is shown herein. No assurance can be given that such processes will be 
applied to any portfolio at any given time and are subject to change without notice.



This presentation includes comparisons of CLOs’ performance returns to certain 
indices and peer groups (the “Benchmarks”) and are provided for illustrative purposes 
only. The Benchmarks are presented because PPM believes it serves as a useful point 
of comparison with aspects of the CLO portfolio management and composition. 
The Benchmarks are utilized for comparison purposes only and there is no guarantee 
that a CLO will invest in any or all of the securities included in the Benchmarks. The 
Benchmarks may have a materially different risk profile to that of the CLO. In addition, 
the Benchmarks are not managed and do not reflect the deduction of management 
fees; it is not possible to invest in any Benchmark.

This presentation utilizes the following Benchmark: The Morningstar/LSTA Leveraged 
Loan Index (the “LL Index”). The LL Index is a market-value weighted index of U.S. 
dollar denominated institutional  leveraged loan portfolios. Loan facilities are eligible 
for inclusion in the LL Index if they are a senior secured facility, have a minimum initial 
term of one year, a minimum initial spread of base rate (LIBOR/SOFR) + 125 bps, and a 
minimum initial size of $50 million. The LL Index is rebalanced on a weekly basis. Loans 
are removed from the LL Index when they are no longer priced, no longer meet the 
stated index eligibility criteria, or repaid. Loans in default remain in the LL Index unless 
they fail to meet the stated index eligibility criteria.

This presentation may contain statements regarding plans and expectations for 
the future that constitute forward-looking statements. All statements other than 
statements of historical fact are forward-looking and can be identified by the use 
of words such as “may,” “will,” “expect,” “anticipate,” “should,” “estimate,” “believe,” 
“continue” or other similar words. Such forward-looking statements are based on our 
current plans, expectations and views, and are subject to various risks and uncertainties 
that could cause actual results to differ materially from those described in forward-
looking statements. Economic, market forecasts and other opinions herein reflect our 
judgment as of the date of this presentation, are subject to change without notice and 
are for informational purposes only. Economic and geopolitical views are subject to high 
levels of uncertainty and there can be no assurance these forecasts will be achieved.

No reliance may be placed for any purpose on the information or opinions contained 
in this presentation or their accuracy or completeness. No representation, warranty 
or undertaking, express or implied, is given as to the accuracy or completeness of the 
information or opinions contained in this presentation by PPM or a CLO, any of their 
affiliates or any of their respective members, partners, directors, officers, employees and 
agents and no liability is accepted by such persons for the accuracy or completeness of 
any such information or opinions. In particular, but without prejudice to the generality 
of the foregoing, no representation or warranty is given as to the achievement or 
reasonableness of any returns, projections, estimates, valuations or prospects contained 
in this presentation. This presentation contains information and opinions and has been 
prepared in good faith on the basis of reasonable, honestly-held beliefs. The contents of 
this presentation are not to be construed as legal, business or tax advice and you should 
consult your own advisers on such matters as you deem appropriate.

© 2025 PPM America, Inc. All rights reserved.

Important Disclosures
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