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EXECUTIVESUMMARY

We’ve previously established that banks’ need to de-risk can benefit investorsin specialty private
credit, though it is important to consider what is spurring the de-risking trend, what types of non-
corporate credit banks will be most focused on offloading, and the anticipated sustainability of
the opportunity set at hand.

In this paper — which is a continuation of our Asset-Based Credit: The Post-Bank Era series — we
delve into the drivers of bank de-risking and why we expect this trend will persist. Additionally,
we analyze the three primary areas in which banks will likely seek to de-risk — which include
commercial real estate debt, residential real estate debt, and consumer debt—and touch on why
specialized infrastructure and a wealth of experience underwriting the aforementioned types of
assets will be paramount when it comes to managers’ respective abilities to successfully execute
on opportunities in this market.

For a primer on how current dynamics in the U.S. banking sector are impacting the market
opportunity in the specialty or asset-based private credit space, please see our previous paper,
“The Big Opportunity in Bank De-Risking.” For a deeper dive on the merits of and implementation
considerations for adding specialty private credit to investment portfolios, check out our initial
report in this series, “Find the Gap: The Case for Specialty Private Credit.”

March 2024 I PG


https://www.tpg.com/news-and-insights/asset-based-credit-the-post-bank-era/
https://www.tpg.com/static/3ee509669f106d447e27663130ae52e5/TPG-Angelo-Gordon_The-Big-Opportunity-in-Bank-De-Risking-Secured.pdf
https://cms.tpg.com/wp-content/uploads/2024/01/TPG-Angelo-Gordon_Find-the-Gap-%E2%80%93-The-Case-For-Specialty-Private-Credit_Jan-2024.pdf

U.S. BANKS: WHAT HAPPENED? AND WHERE ARE WE GOING?

With five U.S. bank failures, 2023 proved to be a tough year for the banking industry. The failureswere a result of the most
rapidrise in the federal funds rate in 40 years, which caused a shock to bank balance sheets.

2023: How Did We Get There?

As reflectedin Figure 1, bank deposits grew 38%— or more than S5 trillion — from 2020 t0 2022, and loan demand from
consumers and corporations alike stagnated due to substantial government stimulus during that period. Against that
backdrop, banks were ultimately forced toinvest deposits into securities.

Figure 1: Total Bank Deposits With the increase in the federal funds rate, deposits began
to leave the banking system, and the increase in benchmark
$20T rateseroded the mark-to-market valuations of loans and

securitieson bank balance sheets. As a result, banks with
outsized interest rate riskand highlevels of uninsured
s1e6T deposits, alongside those with idiosyncratic business
models, were left exposed tolarge unrealized securities

$18T

14T
> losses and rapidly shrinking deposits. Adding fuel to the fire,
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Source: Federal Reserve as of February 2024 of withdrawals per second.!

Looking Ahead: No Reliefin Sight

Looking ahead, we expect many of these banking system-related pressuresto persist. Although deposit flight has stabilized,
funding costs remain high and bank securitiesand loan books remain underwater, asillustrated by accumulated other
comprehensive income (AOCI) on bank balance sheets. Furthermore, loan growth remains weak, and credit losses are
rising through pre-pandemic levels. As a result, bank M&A and capitalissuance levels remain stunted (Figure 2 & Figure 3).

Figure 2: Bank M&A Volume by Year Figure 3: Community & Small Regional Bank
Debt Issuance
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There are also a number of factorsthat we expect will put further stress on bank funding. First, the Fed’s Bank Term
Funding Program (BTFP) expiredin mid-March. Additionally, the Federal Housing Finance Agency (FHFA) — which regulates
the Federal Home Loan Banks (FHLBs)— issued plans to make delivering funding to banks more challenging and restrictive.
Finally, several new regulationswere proposed in the wake of the large bank failuresin March 2023, many of which are
alreadyin place or slated to come into effect over the coming years. For an outline of these regulatory changes,

see Appendix A.

On the Plus Side...

While we believe the aforementioned pressures will be meaningfullyimpactful, it is important toremember: Thisis an
earningsissue for U.S. banks, not a credit or existential threat like the global financial crisis (GFC). Additionally, banks
generally entered this period of stressfrom a position of strength, with robust capital levels (Figure 4).

Figure 4: Tier 1 Risk-Based Capital Ratio Industry-wide net interest margins (NIM) have
remained robust — ending the third quarter of 2023
14.5% at 330 basis points, above the 2015-2019 pre-
14.0% e pandemic average of 325 basis points — and banks
1359 have been refilling their books with loans at current

yields while older low-rate loans melt off or, in the

13.0% case of floating-rate loans, adjust. While loan growth
12 5% has fallenslightly, it remains positive and has been
showing signs of stabilization. Deposits have also

12.09 - . . .
? stabilized after falling for six consecutive quarters,

11.5% though one must be mindful of the seasonality and
Mar '16 Jun'17 Sep'l8 Dec'l9 Mar 21 Jun 22 Sep'23 costs of these deposits.

Source: FDIC as of September 2023
It is also important to consider that banks have

Figure 5: Reserve Coverage Ratio recently been selling assets toreload their earnings
power, and those considered “problem banks” have
250% generally either bolstered their balance sheetsor
mergedtoform stronger institutions.
200%
209.9%
150% Finally, the adoption of the current expected credit
losses (CECL) methodology for credit loss reserving
100% has effectively prevented spiraling credit provisions
50% from occurring as delinquencies and charge-offs
increase.The CECLstandard hasensuredthere wasa
0% floor on loss reserves, even as credit losses fell to very
2008 2011 2014 2017 2020 2023 low levels; as reflected in Figure 5, the ratio of loss

reservesto noncurrent loans — known as the reserve

Source: FDIC as of September 2023 . )
coverage ratio—hasreachedrecord-high levels.

Against this backdrop, in 2024, we believe banks will need to take decisive action in response
to these earnings pressures and regulatory changes, creating a big opportunity for investors.
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WHERE BANKS WILL SEEK TO DE-RISK: THREE KEY AREAS

In the previous paper in our Asset-Based Credit: The Post-Bank Era series, “The Big Opportunity in Bank
De-Risking,” we outlined the various de-risking methods banks can pursue and the main ways in which
equipped private credit managers can seek to capitalize on the resulting market opportunity. Herein, we
will explore the three primary areas banks will focus on as they seek to de-risk— commercial real estate
debt, residential real estate debt, and consumer debt — and discuss some of the important
fundamentals underlying those types of non-corporate credit.

COMMERCIAL REAL ESTATE DEBT: BANK SALES & “SASB” IN FOCUS

In our view, resolving banks’ real estate exposure will be a focus for bank management teamsandregulatorsalike inthe
coming yearsgiven the uptick in underwater appraisalsand other weaker fundamentals.

As the market thaws in 2024, we expect banks to increasingly choose loan sales as a tool to
balance their capital needs. Loan sales present opportunities to pick up distressed assets at
attractive prices, and TPG Angelo Gordon is well-positioned with the capital and real estate
expertise to quickly analyze and transact on these offerings.

The commercial real estate (CRE) sector entered 2023 in a weak position, asconcerns about office occupancyand
financing conditions were growing, but a difficult year for banks made the CRE environment worse. Following the failures
of SVB and Signature Bank, the market’s focus understandably landed on regional banks and their CRE allocations. FDIC
data shows that, in aggregate, banks smaller than $10 billion in assetshave more than 30% of their assetsin CRE loans, as
comparedto approximately 13% for all institutions (Figure 6). Additionally, banks are by far the largest lender tothe CRE
community, collectively holding $2.9 trillion or 51% of all commercial mortgagesas of the end of June 2023 (Figure 7).
Banks’ significant exposure to the CRE sector at a time of weaknessfor borrowershas put an uncomfortable spotlight on
CRE valuations, but low transaction volumeshave resultedin alack of price discoveryacross the market. With this in mind,
banks are motivatedtoget rid of problematicloans, particularly given the regulatory capital outlook.

Figure 6: CRE Loans as a Percentage of Total Assets Figure 7: CRE Holdings by Institution Type
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Looking aheadin 2024, we expect CRE delinquencies to continue to rise. Fundamentalsremain challenged across
properties, primarily driven by new office defaults, which have picked up as net operating income (NOI) growth has slowed.
The increased prevalence of flexible working arrangements has weakened demand for office properties, and occupants are
increasingly seeking modern, well-located properties with a full suite of amenities. At the same time, lenders too are
becoming increasingly selective — spurred, in large part, by the previously described outlook for the banking sector.

While the confluence of these pressures has created broad price discounts across the CRE complex, our focusin this paperison
the office sector,as we believe there willbe significant opportunities to pick up discounted credits backed by strong, high-quality
assets. Thismost frequently occurs through direct loan sales and in single-asset/single-borrower, or “SASB,” CMBS transactions.

Office: Deep Discounts With Better Visibility Ahead

Borrowersand lenders spent most of 2021 and 2022 working throughloan challenges following the pandemic. Fast
forwardto December 2023, and the delinquency rate for conduit office propertieshas increasedto 5% — up 273 basis
points since the end of 2022 (Figure 8).

The NOI growththat propelled propertiesbackto Figure 8: ConduitDQ60+ Rate by Property Type

current payin 2022 weakenedin 2023, driving more ——Industrial Lodging —— Multifamily

borrowersinto delinquency. Greater dispersionin Office —— Retail ——Total DLQ Rate
performance by property type has resultedin large 25%
differencesin prevailing cap rates. This is demonstrated ~ 20%
in Figure 9, for example, where we see that the NAREIT 15%

Office, 5.0%
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from the first quarter of 2020 throughthe end of the 0%

third quarter of 2023 — double the aggregate measure’s Jan'20 Oct'20  Jul'21  May'22 Feb'23  Dec'23
rise of 105 basis points over the same period. Source: J.P. Morgan CMBS Credit Monthly as of December 2023

As occupancy trends stabilize in major metrosareas, Figure 9: NAREIT Cap Rate Index Changes Since Q1 2020
weak performance hasstartedtocrystalize intolosses,
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fraction of the $300 million the building was estimated
to be worthin 2019. Giventhis and other similar
examples, the mood around CRE valuationsis
challenged; while there have only been a few drasticre-
pricings like the aforementioned example thusfar,
otherswill inevitably emerge asloans matureandare
modified or sold, forcing a crystallization. Thistone is
reflectedin the Fed’s most recent Senior Loan Officer —— Net Percentage Tightening Lending Standards
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Figure 10: SeniorLoan Officer Opinion Survey
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In 2024, we generally expect office delinquencies to beeld  [Reetls Deslys Deetd Dee ol Dag2s

increase as commodity ofﬁce product Struggles to Source: Federal Reserve as of November 2023
attract and keep tenants.
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SASB: The Strong Will Survive, With Favorable Upside Figure 11: CMBS Maturity Wall: Scheduled vs.

I ) E
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continue toidentify assets that have strong fundamentalsand

we believe are mispriced going into their maturity date. Source: J.P. Morgan 2024 Securitized Products Outlook as of November 2023

Weak market sentiment has created opportunities to pick up well-enhanced, discounted bonds
that are backed by strong properties and offer outsized yields.

A Prime SASB Example

One illustrative example of a SASB CMBS like those described in the previous section of this report involves a large Class A
office building in midtown Manhattan. The building has strong fundamentals: It was 96% occupied asof the third quarter of
2023, has multiple blue chip tenants, and is owned by two well known, large cap commercial real estate companies.
Originally appraised at $1.85 billion at SASB dealissuance in 2017, the property’s 2023 NOI of approximately $82 million per
year was4.1% above the deal’s original underwriting, as shown in Figure 12. As of February 2024, the borroweris in
discussions withthe special servicer seeking to modify the loan and extendits maturity date, subject to equity contributions.

The Class A tranche of this SASB CMBS has maintainedits AAA rating from both of its original rating agencies, and we believe
its stressed LTV — which includes higher cap and Treasury ratesanda 26% lower valuation—is still a comfortable 37%. As this
loan approachesits maturity date in September 2024, we believe the Class A tranche canearna low double-digit yield to
maturity given its dislocated pricing in the secondary CMBS market. However, our base case is not an expected payment at
maturity, but for the loan to be refinanced and for the tranche to be paid off up to 24 months following the scheduled
maturity. Evenin those scenarios, the tranche still earns a spread in the low-200 to high-200-basis-point range —for a AAA-
rated asset. Spreads for other similarly rated securitized assetsare approximately 50to 170 basis points, and average
spreads for AAA-rated corporate creditsare 90to 125 basis points, further underscoring the relative value of the SASB CMBS
office sector.

Figure 12: SASB Asset Valuation Example: Class A New York City Office Building

Under- Most Class A Return Profile
written Recent )
Price $97.5
0,

NOI $79.2M $82M 1% Class Size $509.1M
Appraisal Value $1,850M  $1,374M  -25.8%
Valuation Date 8/1/17 3/1/24 Maturity Maturity +12mo. Maturity +24mo.
Cap Rate Yield 11.5% 7.7% 6.6%
(Underwritten / Assumed) 4.45% 6.00% +155bps Spread 61éJ 29; 21:
Class A LTC 27.5% 37.1% WAL 0.53 1.53 2.53

Sources: Intex and TPG Angelo Gordon as of March 2024
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RESIDENTIAL REAL ESTATE DEBT: STRONG HOUSING TECHNICALS PERSIST,
BUT WATCH T&l

Not surprisingly, banks are also likely to shed some of Figure 13: Cumulative New Listings by Year

their U.S. residential housing-related exposures. Post-

GFC, underwriting of housinghas been materially 2015 2019 2021 2022 2023
more conservative,and existing home prices have 6M

experienced tremendousgrowthfollowing the

pandemic. Despite record-low affordability due to 4M

higher prevailing interest rates, the U.S. housing market

again defied expectationsin 2023. That performance — 2M
which waslargely attributed to the “lock-in effect” oM
from ever fewer new listings (Figure 13) — has been Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

well publicized.
Sources: Bloomberg and NAR as of December 2023

How We Are Approaching 2024

As we wrote in last year’s outlook, the TPG Angelo Gordon Structured Credit & Specialty Finance team’s underwriting
parametersfor 2024 have included a peak-to-trough home price decline of 20%, followed by a gradual recoverytoa long-
term home price appreciation (HPA) rate of +3%. Underwriting and forecasting have distinct objectives, and our
underwritten HPA is conservative by design. With that in mind, we continue to underwrite mortgage creditassetswiththe
assumption that U.S. home prices will fall 10% over the next 12 to 18 months, though we expect actual U.S. HPA to hover
in the positive low single digits. Although our underwriting alsoincludes a rise in delinquency rates, we ultimately expect
limited foreclosure activity and liquidations because defaulting would cause homeowners to risk losing their
significant home equity. Instead, mortgages will move up in the payment-priority hierarchy, and distressed borrowers
will be more likely to sell their homes in order to monetize their equity, rather than default.

Location Matters

Not all housing locations fare the same, however. With this in mind, our HPA model is applied at the local level, aswe
eschew underwriting with national or state-level models. Migratory patterns, particularly following the pandemic, have
impacted local home price conditions as well as homebuilding activity.

In this vein, we have been monitoring downtown foot Figure 14: Downtown Foot Traffic Indexed to
traffic for citiesin comparison to their 2019 levels. As Pre-Covid Levels (Rolling 90 Days)

shown in Figure 14, our data revealthat, for major

metroareaslike Los Angelesand New York, the trend of ——Austin —— Miami —— New York
returning tothe city centershas remained consistently —— Phoenix San Francisco

low since late 2021, though some of the latest data have 120%

shown promising signs. Meanwhile, Miamiand Phoenix 100% |

appear tohave fully recovered, and Austin has 80%

experienced more activity than before the pandemic. 60;%’

San Francisco downtown activity remainsvery ;8;‘:

depressed, down more than 60% from the pre- 0%

pandemic level. New York also suffered, having touched Mar '19 Oct'20 Apr 22 Nov '23
the nadir of 10% of its pre-pandemic traffic level, but has

since recoveredto 65%, according toour latest data. Source: Advan Research as of November 2023
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Per Figure 15 below, cities that have experienced the most inward migration, such as Austin and Phoenix, enjoyed above-
average HPA at the expense of California cities that have been witnessing outward migration. Perhaps counterintuitively,in
2023, California citiesled the nationin the home price recovery asthose trends modestly reversed; for example, San Diego
and Los Angeleshousing prices rose 6.9% and 5.0%, respectively,in 2023. Similarly, Austin has been the worst performing
metropolitan statistical area (MSA)among the top 30 MSAs, with home prices down 8.3% year-over-yearin December
2023. Phoenix home prices recovered somewhat during since May of last year but, on a full-year basis, were still in the red
in 2023, falling 1.0%.

Figure 15: U.S. & Key MSAs: Year-over-Year HPA vs. Recession & Mortgage Rates
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Sources: FHFA All-Transactions Indexes and TPG Angelo Gordon as of December 2023

Mortgage Rates & the Supply/Demand Balance

The Mortgage Bankers Association hasforecastedan
increase in both single-family mortgage originations
and home sales in 2024. Should prevailing mortgage
ratesdecline in a benign macro environment, we
expect some of the lock-in effect tothaw, leading to
moderately more new listing activity thanin 2023.
Ultimately, asrates move lower, home prices will be
determined by the balance of increased supply from
additional home listings and an uptickin demand from
improved affordability. Looking back, data fromthe
early 1980s shows that high prevailing mortgage rates
led to a decline in housing supply, but as ratesfell, the
volume of home sales picked up. As reflectedin Figure
16, during this period, HPA dipped but remained
modestly positive before recovering toa long-term
average of 3-4%.
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Figure 16: Comparison of HPA in Two Periods
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Homeownership: Affordability Challenges Before & After

A major theme for the U.S. housing market will continue to be affordability, which set a record low in the third quarter of
2023, according to our proprietary home affordability index (Figure 17). Low affordability and the related lock-in effect
have been a headwindto overall U.S. housing activity levels— not only transaction volume, but mortgage originationas
well. Given tighter underwriting conditions (Figure 18), mortgage production hasincreasingly been of higher credit quality.

In additionto the credit box for lenders
becoming tighter,homebuyersthat have
successfully obtained an agency-backed loan
have also had sharply higher average incomes,
despite smallerincreasesin the national median
income reported by the U.S. Census (Figure 19).
This finding is mirroredin the National
Association of REALTORS’ (NAR) “2023 Profile of
Home Buyers & Sellers,” which reportsthat “the
typical homebuyer had a household income of
$107,000, up from $88,000 the year before.”3
In other words, the average residential
mortgage creditin the United States in 2023
was of materially higher quality than in prior
years.

Evolving Insurance & Tax Costs Are Also
Impacting Affordability

The strengthening credit and income profiles of
recent buyersare encouraging giventhe
persistent growthin property taxesand
insurance costs. Much has beenwritten about
the recent historically low levels of mortgage
affordability, but we have observed that such
commentarygenerally centersonthe
affordability of mortgage principal andinterest
payments. For existing homeownerslockedin a
30-year fixed-rate mortgage, another
affordability risk has been developing over the
last few years. Property taxesandthe cost of
homeownersinsurance have been on the rise,
reflecting the sharpincrease in both home prices
and therisk of a natural disaster —particularlyin
coastal locationsand specificinland areasthat
are prone towildfires.
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Figure 17: TPG Angelo Gordon Home Affordability Index
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Figure 18: MBA Mortgage Credit Availability Index
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Figure 19: HomebuyerIncomes Are Rising Faster Than the
National Median
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The rise in taxesandinsurance (“T&I”) has had animpact on
performance. In Figure 20, we show delinquency rates by
number of months following a T&I increase. The borrower
profiles representedinthe chart are strong, as all borrowers
were current for at least the previous 12 months and had
original credit scores between 720-760. Performance is
broken out across a number of debt-to-income (DTI) buckets
as well, highlighting that T&I changesare impactful across
leverage profiles. On the upside, even borrowerswith higher
credit scores and consistent on-time paymentssaw sharp
increasesin delinquency ratesfollowing a T&I payment
shock. In their recent earnings reports, many publicly traded
single-family rental operators have also mentioned that this
payment adjustment has affected their portfolios.

Figure 20: Delinquency Rates Rise After T&I Increase
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Source: J.P. Morgan as of December 2023

We believe the severity of the payment shock will decay as prevailing insurance ratesreset toreflect the latest risks,and
fewer dramatic HPA swings will theoretically lessen the effect on property taxes. However, this risk will remain prevalent
over the next few years, as new originations often do not properly capture updated T&I whenthey are initially
underwritten—a trend we have observed given our large presence inthe secondary mortgage whole loan market.

CONSUMER DEBT: FAVOR NEW ORIGINATIONS

Restricted loan origination will lead to tighter credit availability but better performance of
new consumer debt vintages, while 2022 vintages will remain under pressure.

Unsecured Loans: Originator Funding Capacity vs.
The Credit Box

Goinginto 2023, we anticipated that consumer demand for
closed-end unsecured credit — also called marketplace
loans or “MPL” — would remain high throughout that year
givenmost MPL are used to refinance higher cost credit
carddebt, which wason the rise (Figure 21). Ultimately, we
expected MPL volume to be constrained only by individual
lenders’ funding capacity, helping sustaina stronger
underwriting environment thanthat observed in 2022.
These predictions proved correct, as the nominal amount
of credit card debt has continued to grow, and many
originators have tightened their credit boxes and
maintained volumes to match their funding capacity.

In Figure 22, we see that the proportion of total
originationsthat involved borrowerswith FICO scores of
720+ increased throughout 2023. In 2024, we expect
around $28-530 billion of higher quality MPL to be
originated, in line with 2023.
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Figure 21: Consumer Loan Originations: Credit Cards
& Other Revolving Plans
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Subprime Auto: Challenged, but Better Underwriting & Performance Will Present Opportunities

The performance of all consumer assets deteriorated over the past twoyears, but the subprime autosector faredthe
worst — facing sponsor bankruptciesand ratings downgradeswhile loanimpairment for several shelves reached all-time
highs. In this environment, asset selection will be key and a point of differentiation for experienced investorslike TPG
Angelo Gordon.

One clear example of this wasthe bankruptcy of two buy-here, pay-here (BHPH) autolenders, both of which ceased
operationsin 2023. Their portfolios were transferred toanother servicer,and a significant rise in delinquencies and
defaultstook place thereafter. Unsurprisingly, these deals were downgraded by

rating agencies.

Dealsby a larger subprime auto ABS sponsor — Figure 23: Auto ABS Sponsor X: Initial Subordination for
which we will call "Auto ABS Sponsor X" — also BB-Rated Tranches

saw rating downgrades due to weak

performance. However, thisauto ABS sponsor is

a stronger parent companyandwasableto 10.7% 10.7%

support four of their 2022 deals by foregoing
their servicing feesfor two months. Those deals
remain challenged, but this sponsor's newer
deals have included more structural protections.
We think this is an interesting development
because the rise in credit enhancement is
occurring alongside tighter lending conditions.
As a result, certain subprime ABS may be
structurally stronger and of higher credit quality
in 2024.

98%  94% 9.4%

8.6%
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Sources: Fitch and KBRA as of May 2023

Federal Student Loan Payments: On-Ramp Back to the Bottom

Finally, a major theme for consumer assets in 2024 will be the resumption of federal student loan paymentsand its impact
on consumer credit performance.

Estimatesfrom Bank of America® show that the average monthly payment for student loan borrowersis approximately
$250. Amounting to $3,000 annually, this is no small sum; however, we believe the repayment offederal student loansis
likely to have little impact on consumer debtperformance.

Federal student loans are at the bottom of the consumer payment hierarchy. We believe this is largely due to the lenient
collection practices associated with federal student loans, such as generous forbearance programs, low minimum payment
requirements, and long delays before adverse actionis taken against late payments. Forbearance programs—including the
SAVE program, anincome-driven repayment planthat replaced the Revised Pay As You Earn (REPAYE) plan — are one of the
tools the federal government usesto help student loan borrowers. As of mid-February 2024, nearly 7.5 million borrowers
were enrolledin the SAVE plan, including 4.3 million people witha SO monthly payment.> Further, borrowersfacing the
resumption of repaymentswill have the benefit of a 12-month on-ramp period, during which adverse action cannot be
taken.This is notable whenyou consider that anauto loan borrower facesrepossession in less than 90 days should they
become delinquent.
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APPENDIX A: U.S. BANKING REGULATORY CHANGES

Proposed

Regulatory Change

Basellll
Endgame

Long-Term Debt
Requirement

Resolution and
Living Wills

FDIC Special
Assessment Fee

Interchange
Fees

March 2024

Proposed
Date

July 2023

August
2023

August
2023

May 2023,
enacted
November
2023

October
2023

Proposed Changes

Oneof the mostimpactful of the recent proposals

Banks with morethan $100 billionin assets to face higher
capital requirements

Larger Category I/l banks to increase RWA, increasing
capital requirements by an estimated 19%

Smaller Category lIl/IV banks to exclude AOClin their

capital ratios, increasing capital requirements by an
estimated 6%

Banks with morethan $100 billionin assets to maintain a
minimum amount of long-term subordinated debt

Banks required to issue additional long-term debt to
comply

Eligible debt must be issued at the bank Holdco level,
unsecured and subordinated to deposits, plainvanilla, and
longerthan oneyear

Potential for $100+ billion of incremental issuance from
Category Ill/IV banks expected overthe next 3.5 years

Banks with morethan S50 billion in assets to face
expanded resolution requirements

Internal compliance costs expected to increase as affected
banks will have to take on additional reporting
requirements

FDIC to collect assessments from banks with morethan $5
billion in uninsured deposits to recover costs associated
with protecting uninsured depositors

114 institutionssubject to assessment

FDIC estimates banks with more than $50 billion in assets
will pay 95% of the assessment, totaling $16.3 billion

Lowers the maximum interchange fee large debit card
issuers can receive on debit transactions
Approximately 30% decrease in the fee cap foraverage
transactions ($50)

Adoptsan approach forfuture adjustments to this cap,
occurring every otheryear based on issuer cost data
Likely to squeeze margins for banks with more than $10
billion in assets

Time Horizon

Comment period ended
inJanuary 2024

Three-year phasein to
2028

Comment period ended
inJanuary 2024

Three-year phasein to
2027

Comment period ended
in November2023
Transitional period 270
days afterfinal rule

Eight quarterly
assessments beginningin
Q12024

Comment period ended
inJanuary 2024
Effectivethe quarter
following publication of
the final ruling
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https://www.federalreserve.gov/aboutthefed/boardmeetings/gsib-memo-20230727.pdf
https://www.federalreserve.gov/aboutthefed/boardmeetings/gsib-memo-20230727.pdf
https://www.fdic.gov/news/fact-sheets/ltd-resolution-8-29-23.html
https://www.fdic.gov/news/fact-sheets/ltd-resolution-8-29-23.html
https://www.fdic.gov/news/fact-sheets/idi-resolution-planning-8-29-23.html
https://www.fdic.gov/news/fact-sheets/idi-resolution-planning-8-29-23.html
https://www.fdic.gov/news/press-releases/2023/pr23092.html
https://www.fdic.gov/news/press-releases/2023/pr23092.html
https://www.federalreserve.gov/newsevents/pressreleases/bcreg20231025a.htm
https://www.federalreserve.gov/newsevents/pressreleases/bcreg20231025a.htm

APPENDIX B: COMPARISON OF THE U.S. & UK HOUSING MARKETS

Home prices in the U.S. and the UK have increased since the onset of the pandemic. When combined with higher
prevailing mortgage rates, existing borrowersin the UK will face a payment shock when ratesreset, in turnreducing
affordability and creating downward pressure on home prices. The U.S. is unique in that higher ratesaren’t transmitted to
existing homeowners due to the popularity of fixed-rate mortgages. Mortgagesinthe UK have ratesthat are fixed for two,
three, or five years, after which point theyrevert tothe standardvariable rate (SVR), which reflects moves in the
benchmarkrates.).P. Morgan estimatesthat about 800,000 UK mortgages will have refinancedinthe second half of 2023
and another 1.6 million in 2024. This means 28% of owner-occupied mortgageshave already beenimpacted and over 6
million households — which equatesto 70% of total owner-occupied mortgages—will have a higher payment by the end of
2025. See the summary below for further detail on the differences between these two housing markets.

HPA

Mortgage Rates

Affordability

Household Formation
& Demographics

Home Ownership

Existing Supply

Vacancy rate

PandemicImpact
(Migration)

Recourse/Defaults

Originators

March 2024

Us.

Home prices declined month-over-month from
August 2022 to March 2023. Prices have been
appreciating but show signs of reverting to the
long-term mean.

Borrowers are unaffected by rate shocks, as
approximately 90% of mortgages arelocked in at
lower rates deep in the money.

Affordability recently hitits lowest point of the
2000s. TPG Angelo Gordon's Home Affordability
Indexdropped below 100 in May, signifying that
a household with the median income would not
qualify fora median priced home.

Household formationis exceeding the historical
average as the share of youngadults living with
parents fellin 2022 and the Millennial cohortis
entering the prime phase of home purchasing.

The home ownership rateis currently at 66%,
approximately 2% lowerthan pre-GFC levels.

There is currently an undersupply, with only 3
million existing homes versus the 6 million that
are needed for a balanced market.

Homeownervacancyrates have remained near
all-time lows.

The WFH trend increased homeowner demand
forspace. Exoduses from city centers and
California have been observed since the start of
the pandemic.

In general, no recourse loans will more likely lead
to voluntary defaults.

This spaceis mostly dominated by non-bank
lenders, such as Rocket, UWM, and LoanDepot.

UK

Home prices have been plummeting at the fastest annual
rate since 2009, though HPlis still 22% higherthan peak
pandemic levels.

Approximately £414 billion of mortgages are set to reset
in 2023-2024. Itis estimated that about 800,000 of
mortgages will refinancein the second half of 2023 and
approximately 1.6 millionwill refinancein 2024; 19% of
loans have terms of greater than 30 years.

Affordability recovered to historical averagesin 2022,
buthassince decreased — with current levels similarto
thoserecorded in 2007-2008. Over 6 million households
will experience paymentincreasesin 2025.

The growth projected to take placein the 10 years ending
in 2028 will be most seen by homeowners aged 75 or
older. This group will account for 65% of total household
growth.

35% of households ownahome outright, 30% havea
mortgage (down from approximately 40% in the '90s),
and 35%rent.

The currentratioisin line with historical averages.
Though housing completions have been rising at a steady
pace, the U.S. is still outpacing the UK.

Current levels are much lowerthan pre-GFC; however,
they have been increasing since 2016.

The WFH trend increased homeownerdemand for space.

Lenders are more willing to work with challenged
borrowers, leading to less voluntary defaults.

A concentrationof 6 lenders make up morethan 70%
of the market. The aforementioned concentration
includes Lloyds, NatWest, Nationwide, Santander,

Barclays, and HSBC.
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DISCLOSURES

The information contained herein is for educational and informational purposes only and does not constitute an offer to sell, or a solicitation of an
offer to buy any security. Such an offer may only be made by means of the definitive Confidential Offering Memorandum of a specific TPG Angelo
Gordon fund and will be made exclusively toinvestors satisfying the applicable eligibility criteria.

The information contained herein may not be reproduced in whole orin part without the prior written consent of TPG Angelo Gordon.

Certain statements contained herein reflect the subjective views and opinion of TPG Angelo Gordon which may not be able to be independently
verified and are subject to change. Data and views presented are asofthe date hereof unless otherwise indicated and are subject to change without
notice. Certain information has been obtained from third-party sources. While such information is believed to be reliable for the purposes used
herein, TPG Angelo Gordon has not independently verified such information and makes no representation or warranty, express or implied, as to the
accuracy or completeness of the information contained herein. Certain information regarding economic and market conditions contained herein has
been obtained from published sources and/or prepared by third-parties and in certain cases has not been updated through the date hereof. All
information contained herein is subject to revision and the information set forth herein does not purport to be complete.

Certain information contained in this presentation constitutes “forward-looking statements” that can be identified by the use of forward-looking
terminology such as “may,” “will,” “should,” “expect,” “anticipate,” “target,” “project,” “estimate,” “intend,” “continue,” or “believe” or the negatives
thereof or other variations thereon or comparable terminology. Due to various risks and uncertainties, actual events or results or the actual

performance of any TPG Angelo Gordon investment may differ materially from those reflected or contemplated in such forward-looking statements.

”n ou ”nu

For moreinformation on TPG AG Structured

Credit & Specialty Finance, visit www.tpg.com
or contact InvestorRelations@tpg.com
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