
CREDIT INCOME FUND

31 July 2024

Dear KKC Investor,

In this month’s Manager Insights, KKR provides our mid-year credit market review as well
as the latest thoughts from KKR’s Global Macro team. You can read a summary of both
below or click the respective link to view the full report or video.

Mid-Year Credit Market Review: 4 key takeaways on how investors can explore
opportunities within this complex market. Full report here: Credit Market Review: Run
Credit, Run!

KKR Global Macro & Asset Allocation: the team recently sat down to discuss why they
believe the current cycle has further to run and their latest thinking on portfolio construction
heading into the second half of the year. Watch the recording here. 

Mid-year Credit Market Review from Chris Sheldon

1. Assessing the ‘new normal’ – Rates, economic data and portfolio allocations

The concept of "normalcy" in financial markets is widely debated, particularly in the
context of low or negative interest rates. KKR says the past 12+ years have shown
the need to reevaluate what constitutes normal market conditions.
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The first half of 2024 saw strong
performance in global credit
markets, with significant inflows into
loan and bond markets, as well as a
resurgence in CLO (Collateralised
Loan Obligation) issuance. This led
to tighter spreads and improved
investor sentiment, driven by
increased demand and record
issuance levels, despite net
issuance being negative for the first
time in CLO 2.0 history (as seen in
Exhibit 3). 

The Federal Open Market Committee meeting on June 12th left interest rates
unchanged at a two-decade high, aiming to reduce inflation to a sustainable 2%.
Although some progress has been made, inflation remains elevated. The KKR
house view on a go-forward basis suggests rates are likely to settle at higher
nominal levels than markets were “used to” prior to the pandemic. 

2. What relationship are we seeing between global credit and the market?

The structural shift in global credit provision has led to collaborations between
traditionally separate market segments, such as asset managers and banks,
enhancing diversification of risk and capital providers. This shift, accelerated by the
post-GFC changes and last year’s regional banking crisis, has created significant
opportunities for private non-bank lenders and expanded access to diversified credit
portfolios for investors.
The interplay between public and private credit markets has evolved, with public
credit experiencing a resurgence in 2024. M&A activity has increased, and the
syndicated loan market has rebounded, with private equity dry powder and capital
markets activities supporting this growth. The complementary dynamics between
public and private credit have strengthened the market, providing diverse and high-
quality investment opportunities.

3. How creativity is proving to be the winner in this market

The evolving global credit market has fostered the need for creative and
opportunistic capital solutions. This shift has allowed for more agile and tailored
financing structures, illustrated by the LBO financing of Cotiviti which utilised both
direct and syndicated routes.
Technical constraints in both public and private credit markets can limit flexibility and
opportunities. However, platforms with a broad range of capabilities and aligned
incentives, like KKR, can dynamically create multi-asset portfolios, offering
significant advantages in an evolving market.
The departure from zero interest-rate policy (ZIRP) and the high demand for
structured, partnership-oriented capital have increased interest in hybrid financings,



such as preferred equity investments or HoldCo financings. This trend is driven by
the need to bridge valuation gaps, optimise capital structures, and provide strategic
growth without ceding control. 

4. Simplicity is the Key to Success

Volatile markets require a dynamic, multi-asset approach, reflecting the importance
of nimble portfolio management and opportunistic asset allocation to navigate
market fluctuations effectively.
Institutional investors are increasingly prioritising 'all-weather portfolios' that leverage
both public and private credit allocations to build resilience and capture opportunities
in a fast-moving market, supported by comprehensive risk management and active
portfolio oversight (as seen in Exhibit 15). 



KKR Global Macro & Asset Allocation: 2024 Mid-Year Outlook 

Why our Global Macro & Asset Allocation Team believes the current macroeconomic
cycle has further to go and how can we leverage it?

Despite political uncertainty, geopolitical tensions, and volatile commodity prices, KKR
sees compelling investment opportunities driven by accelerating AI demand, reoriented
global supply chains and improving labor productivity. 

Encouragingly, net issuance of equities and credit remains below trend. KKR’s Regime
Change thesis necessitates a different portfolio management approach, emphasising non-
traditional assets. 

KKR is finding private equity, real assets like real estate credit, infrastructure, and asset-
based finance, and opportunistic credit and capital solutions particularly attractive. 

Higher rates pose a risk, especially if productivity declines, but KKR remains optimistic
about the economic cycle's potential, benefiting long-term investors prepared for periodic
market dislocations. 

Listen to the full webinar here. 
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After Two Years of Being in Late Cycle
and Contraction, Proprietary KKR
Cycle Indicator Is About to Move Into
Its Early Cycle Phase

KKR Cycle Indicator (1990-Present, Z-
Score)

Data as at April 30, 2024. Source: Bloomberg, KKR Global

Macro & Asset Allocation analysis

KEY BENEFITS AND RISKS

BENEFITS: 

The key benefits of investing in the Fund include: 

Attractive Target Distribution

Attractive Target Return

Diversified exposure

Alignment of interests with Unitholders

KKR product access

Highly experienced KKR Credit team

RISKS

Key risks include:

Allocation risk in relation to the Investment Strategy

Illiquid and long term investments in relation to the Investment Strategy

Potential conflicts of interests of the Responsible Entity and the Manager and its affiliates

Entities within the “Perpetual Group” may also act in various capacities for other funds or

accounts, which may conflict with the role the Responsible Entity plays with respect to the

Trust.

Market and economic risks in relation to an investment in the Trust

Currency risk in relation to an investment in the Trust

Pricing risk in relation to an investment in the Trust

Liquidity risk relating to Units in the Trust in relation to an investment in the Trust

Operational risk in relation to an investment in the Trust

High yield investments risk in relation to debt investments

Credit risk in relation to debt investments

Interest rate risk in relation to debt investments

Bankruptcy risk in relation to debt investments

If you are uncertain as to whether an investment in the Trust is suitable for you, please contact your

stockbroker, financial adviser, accountant, lawyer or other professional adviser.

 

About KKR



(1) Figures as of 31 March, 2024. Represents assets managed by KKR or its strategic partners (on a proportionate
basis) as to which KKR is entitled to receive a fee or carried interest (either currently or upon deployment of capital)
and proprietary general partner capital.
(2) Includes investments/commitments made by KKR’s balance sheet, KKR employees and other affiliates.
Investments made by current and former KKR employees are retained by those individuals personally. Includes
unfunded commitments made by individuals.

Important Information
 

General 
This information has been prepared by KKR Australia Investment Management Pty Ltd ABN 42 146 164 454, AFSL 420 085

(the “Manager” or “KKR”) and issued by Seed Partnerships Pty Ltd ABN 32 606 230 639 AFSL 492973 on behalf of the
Manager and The Trust Company (RE Services) Limited ABN 45 003 278 831, AFSL 235150 (the “Responsible Entity” or

“TTCRESL”). TTCRESL is the responsible entity and issuer of units in the KKR Credit Income Fund ARSN 634 082 107 (“KKC”
or the “Trust”). TTCRESL has appointed KKR to act as the manager of the Trust. This update is general information only and is

not intended to provide you with financial advice or take into account your objectives, financial situation or needs. You should
consider, with a financial adviser, whether the information is suitable for your circumstances. To the extent permitted by law, no

liability is accepted for any loss or damage as a result of any reliance on this information. Past performance is not indicative of
future performance. This information is believed to be accurate at the time of compilation and is provided in good faith. This

information may contain information contributed by third parties. KKR and TTCRESL do not warrant the accuracy or
completeness of any information contributed by a third party. Before making any investment decisions you should consider the

Product Disclosure Statement (PDS) and Target Market Determination (TMD) for the Trust issued by TTCRESL and the Trust’s
other periodic and continuous disclosure announcements lodged with the Australian Securities Exchange (ASX), which are

available at www.kkcaustralia.com.au or can be obtained by calling 1300-131-856 within Australia. None of KKR, its affiliates or
its related corporate bodies, or any company in the Perpetual Group (Perpetual Group means Perpetual Limited ABN 86 000

431 827 and its subsidiaries) guarantees the performance of the Trust or the return of an investor’s capital. This information
does not constitute an offer, invitation, solicitation or recommendation with respect to the purchase or sale of the Trust’s units.

Information in this update

This information is only as current as the date indicated, and may be superseded by subsequent market events or for other
reasons.

This information may contain projections or other forward-looking statements and comments regarding future events, including

targets or expectations regarding the Trust’s business, plans and strategies. Forward-looking statements also include
prospective financial information for the Trust. Forward looking statements can generally be identified by the use of forward

looking words such as, “expect”, “anticipate”, “likely”, “intend”, “should”, “could”, “may”, “predict”, “plan”, “propose”, “will”,
“believe”, “forecast”, “estimate”, “target” and other similar words that involve risks and uncertainties. Indications of, and

guidance or outlook on, future earnings or financial position or performance are also forward looking statements. Forward
looking statements involve inherent risks and uncertainties, both general and specific, and there is no assurance that such

events or targets will be achieved. A number of important factors could cause the Trust’s actual results to differ materially from
the plans, objectives, expectations, estimates and intentions expressed in such forward looking statements, and many of these



factors are beyond the control of TTCRESL and KKR. This information is not a promise or representation as to the future and

past performance is not a guarantee of future performance. Statements or assumptions in this information as to future matters
may prove to be incorrect and may be superseded by subsequent market events or for other reasons. You acknowledge that

the circumstances may change and that this information may become outdated as a result. You should make your own
independent assessment of this information and seek your own independent professional advice in relation to the information

and any action taken on the basis of the information. Any term not defined in this update has the same meaning as defined in
the PDS.

You are receiving this email as you have opted to receive KKC updates. The Manager gathers and analyses non-personal data

regarding the use of the KKC website (www.kkcaustralia.com.au) and advertisements, including domain names, number of hits,
pages visited, length of user session, etc., to evaluate the usefulness of the site/advertisements. This data is collected for

statistical purposes only and may be shared with TTCRESL and KKC’s unit registry, Boardroom Pty Limited ABN 14 003 209
836. Your personal information is kept to provide you with this update. We may disclose your personal information to external

parties who provide services to the Manager (for example, mail houses, and database management services) and, unless you
tell us otherwise, your financial adviser. Otherwise, we will not disclose your personal information to any other external parties

unless required by law.

You may be entitled to access information which the Manager holds about you. If you would like access or you do not want to
receive other information, please contact the Manager.

The Manager’s privacy policy is available on the KKC website www.kkcaustralia.com.au or by contacting the Manager as

follows:

KKR Australia Investment Management Pty Ltd
Level 39, Gateway Building

1 Macquarie Place
Sydney NSW 2000

edna.kwong@kkr.com
+852 36027510

If you do not want to receive further updates, please unsubscribe here. 

Copyright © 2023 Seed Partnerships Pty Ltd, All rights reserved. ABN 32 606 230 639 AFSL 492973

If you do not want to receive further updates, please unsubscribe here.
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