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Hello, I'm Jackie Mau, Head of Global Private Banking, HSBC China

WA LFEMIT 2024 THFHRARE HRUENIIL

| am here at our 2024 Mid-year Investment Outlook in Shanghai today
BAMRREMBIES| T ELME - DM

It's with a great pleasure to have Howard Marks
BINANKFE IR ARKBEESF K

Co-Founder and Co-Chairman of Oaktree Capital Management
SLFATES D FMR AR

joining us and sharing his investment insights with our private banking clients
LEFAT — R A I = 1 57

Let’s begin our conversation with Howard

[Jackie]

BINARRERINAR R RR ~EHAZ—

Oaktree Capital is one of the world's largest alternative asset managers
B R HAREE 1,900 {Z3E7T

AUM now over $190 billion around the world

BRI R RENTA— TRNARRNA L

Can you share with us a little bit more about Oaktree Capital’s history

VAR 22 B AR T A A2
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and your secret of success?

[Howard]
1969 £, BMZIETRFRERMRAE LW FMALEIRT
| joined Citibank in 1969 when | got out of the University of Chicago’s graduate
school of business
FERT R EH]

in the equities department

1978 F, bl THENSWF RS

In 1978, | was there to start the Citibank'’s activities in high-yield bonds

1985 F, BMEFHEBFEER]T TCW FslzEEH

In 1985, | switched from Citibank to Trust Company of the West, TCW Group

HOERATEAT - S

| was joined by my partner Bruce Karsh

i H RN R AR FES KRIKF A

who is my Co-Chairman and Co-Founder at Oaktree Capital
ST S 7= A T B IR S5 R B 0 ARE

Bruce had the idea to start the distressed debt strategy

PTLAFEATTHE 1988 SF I3 T 3R F55 3R B
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so we did begin our first distressed debt strategy in 1988.

1995 4, ST AR E ML R S EFAEEE

Bruce and | and a few of our other colleagues left TCW in 1995
AL T IR R A

to start Oaktree Capital

ANBNIEELEXT B R AR

Our investment philosophy
HpBFEMEENTRE, HAES

It has six simple tenets. We've never changed one word

B Xl T 'L

Risk control

s g e — B

Consistency

BREREN T

Less efficient markets where not everybody knows everything
Tt Es

High degree of specialization

AVTTON FFAF R 3 ) X R PR TE

Non-reliance on macro forecasting

I T IAES AL

And non-reliance on market timing
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In other words, we are bottom-up investors

=8 T T 45 G

highly specialized in a few things

RIET b FIRE LSS

where we believe we can get a knowledge advantage

e AR AL SNl b et =)

and produce superior performance in terms of both return and risk
EREEA—EEMOFS, HEESsTHmE R

and that's what we've been doing and will continue to do

[Jackie)
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Howard, being in the investment industry since the 60s
HEERERFAHWRA 7 EH

I'm sure you have witnessed your fair share of economic cycles
EIAE R B R

How do you see the default rates?

AR B 20 A HARN 2 TR L B AR A2

and how might the default cycle be different from the previous ones?

[Howard]
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1980 F, {A —ERELH D ARITHR

In 1980, | had a bank loan outstanding on a personal basis
BRI RITE R IKE

and | got a slip of paper from the bank

FELE RN Z 22.25%

saying the rate on your loan is now 22.25%

BT 2020 %, FRBEBIA 2.25%HBEIEHFIRG — 2 15 FHIW IR
In 2020, | was able to borrow at 2.25% fixed for 15 years
X 40 FE), THAMEET 20 MEDTR

a decline of 20 percentage points over 40 years

X— TEBHNFIMEX

and this transformed everything

TH T E5E K

It made it easy for the economy to grow

HEBD T 4Rl I sk AR E BT

easy for corporations to expand and profit

easy to borrow money, and cheap

EAZRINERN BT, RAB KRBT ERON LS

very very beneficial for the financial markets and for investors

HORMESE, BAERBEEE BT
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My thesis today is that is largely over
XA R TTHE DS

| believe very strongly that these declining interest rates
PAR: 2009 2| 2021 S EVER R R 2 IF L H A

and the ultra-low interest rates that we saw from 2009 to 2021 are not normal
BETIE10F2RETK

They will not define the coming decade
IMRARK IR T R A PR

and if the world is going to be different in financial terms
A KT IR R R F] Beth 2 (A

then the strategies that succeed are likely to be different
BRAX—HRETRIFFEEN

and that's the most important message about this transition

PELIXENSHER, 2 —LNRHE

and now that we have those interest rates, | think there's going to be
pressure on some companies

ARG TOE MBS EAT

They are not going to be able to replace all the debts they have
BUEELNIE HRFSELRKNESREZS

or if they can replace it, it's going to be much more expensive
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[Jackie]
N HRIINE TR BB A A EL

Any suggestions on asset allocation for our clients in today's environment?

[Howard]
2009 F & 2021 5, AR,
In the period of 2009 through, 2021 interest rates were so low
SHAZHUATBIRESHAKRATEE
that most people got out of the habit of including debt
BIANIEAMIRZEH ZEARSHARTHE

| think that it's time for people to reconsider including debt in their portfolios

HRRENZRIES FIBRFENERES B SR AIEM ™~ m

[Jackie)
BRAREFRTK T ZEAFEEMENHNRS
Oaktree Capital has done quite a number of landmark deals in recent years
th NI FE TR T IEE A UAY [
and hence the very attractive returns that you give back to investors
B fARIR?

Any secret recipe to that?

[Howard]
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P, B—HKARIEEAT KB
Today when companies come to us for a rescue
AN = iR P BV ER C A
to plug that hole in their balance sheets
RGHEEBERESZE 1012FETL 218
the transactions are often between a half billion and a billion dollars
A XERSEEMBRLRNE~EHADZ XD
and there are not many people who have the size and the experience to do
those transactions
MRS NAZIRE

If the financial markets are open and thriving

N>
P

SRS RES

it's usually easy to roll over your debt
BNRIAN IR IET ZE
but if the market is closed that day

oI BAVTENETRT RS, #mSEEY

you get what we call a credit crunch, and this causes defaults
A, E2ELN, ST REEGRSHR

So, defaults are usually connected with debt maturities
ENETFSHINET, KEMSHE 2025 F= 2027 FEIH

we will have substantial numbers of maturities in 2025, 2026 and 2027
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in a climate of higher interest rates
BN TERBATX A AL 2 B BT A K IR 2 A8

will present opportunities for the opportunistic lender like ourselves

[Jackie]
AR LS e MBS B R
It boils down back to risk management
TFHEENEHEA
finding the right manager
RESENB

and finding out and spotting out the right opportunities.

[Howard]

M BIRE S SRS

Risk is what happens when things don't go the way you hoped

AR EEENRFAR IR TEHSE,

Risk management means holding portfolios

FBNRE = S R 0E BB B T Xk

that will survive when things don't go as you hoped.

BN BRI AL ST MBS FEr B2

a risk-conscious investment manager or client is one who understands the

need to balance
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taking advantage of the good times and surviving in the bad times

[Jackie]
BRRZARAR R WS MERLR AT mEE
Oaktree Capital is known for investing in good companies but with bad
balance sheets
AEDFE— MEXRER?
So, would you be able to share with the audience what the experience was

like?

[Howard]

BANEET "RAEE™ IKE,

Our emphasis is on low-quality stocks

AR TIX LEAR R AR AR AR LA TS

where we think we can get an advantage in terms of understanding them
better

HA M ANTOEAK RS

and we can take risks that scare other people off because we have a strong

understanding of them

B RARNEEFRE]T 8
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Oaktree Capital has found that we can profit from this

Fixing companies by restructuring

BATEL R X L SR BN ERS

because we take these companies, we buy their debt

PHERITAE, IR

We restore them to viability, oftentimes by taking them through bankruptcy

W HTERERTRTEEZE &

Bankruptcy doesn’'t mean you go out of business

S = W NI Y YNIE SR

It means your relationships with your creditors are frozen
NAREANSNE B S EN

and you get an opportunity to improve your financial structure

—HKIENERE L A 7]

A good company loaded with excess debt

IS - EAHRE B AR AL Bl A4

is fixed through what we call the restructuring process

HA1F HIBE 28 mM R EE R

We take good companies, good products, good management

AERBEETOR~NHE

and we just fix the balance sheet

B8 —XIEHHIRE], LLEINERKNERH5%

Xzt

It's much easier than restoring a bad company to success
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[Jackie]
Thank you so much Howard, and | really appreciate it

A Howard, FhIFERMEER X ML
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