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Overview

* Wilshire conducted an annual program review of CalPERS’ private debt program.

e The private debt program has an official inception date of July 1, 2022; however, underlying
investments were held in a different program (Opportunistic Strategies) and have a deeper track
record.

* Asof March 31, 2024, the private debt portfolio consisted of 42 underlying investments totaling
approximately $33.0 billion of commitments with an aggregate market value of approximately $12.8
billion.

* This review provides insight into performance, implementation, team and policy parameters for the
CalPERS private debt portfolio.

Based on underlying information from Wilshire’s quarterly report as of March 31, 2024.
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Team Assessment

Wilshire’s Assessment of CalPERS’ Private Debt Team

Team is considerably under resourced; additional personnel and resources

Continued successful progress on building out the private debt portfolio . . .
prog & P P are needed; currently five outstanding hires across the team

Experienced MID and broader senior team Early success but portfolio remains relatively young

Thoughtful approach with fee/carry savings vis-a-vis
co-investment accounts

Portfolio exposures to date are in line with policy parameters

 The team is led by talented staff, with the ability to deeply understand the value drivers in the private debt
sector. The team has continued to work together cohesively and demonstrate their ability to identify
opportunities across multiple sectors, establishing a strong basis for the private debt portfolio.

» Additional resources, on both the personnel and technological fronts, will be critical to sustain the success
of the program, especially given the increased long-term target to private debt.
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Portfolio Performance

Private Debt Performance as of March 31, 2024

1-year FYTD Since 7/1/20
CalPERS Private Debt Portfolio 14.8% 11.1% 9.5%
Excess vs. Policy Benchmark 18 bps 17 bps 184 bps

* The private debt program has an official inception date of July 1, 2022; however, the underlying
investments in the portfolio have a longer track record from inclusion in the Opportunistic Strategies
program.

* Asof March 31, 2024, and from a time-weighted returns perspective, the private debt program has
outperformed the policy benchmark since July 1, 2020.

INVO IRP as of March 31, 2024. Time-weighted returns. 1) Benchmark is S&P LSTA US LL 100 Index 1Q Lagged + 125 bps from 7/1/2022 onward and 7% absolute return prior to 7/1/2022.
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Portfolio Overview

Private Debt Commitments ($B) by Closing Year*  Private Debt Commitments (SB) by Geography Private Debt Commitments (SB) by Strategy
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As of March 31, 2024, the private debt portfolio NAV was $12.8 billion, which is 2.6% of CalPERS’ total portfolio.
* The private debt long-term target allocation was increased from 5.0% to 8.0% in March 2024.

* Pacing has been relatively consistent across years with a slight decrease in 2023/Q1 2024.

» Portfolio exposures are diversified geographically and reasonable based on the broader market opportunity set.

* Direct lending makes up most of the portfolio, which is consistent with policy guidelines and expectations.

Based on underlying information from Wilshire’s quarterly report as of March 31, 2024. *Based on year of closing date and not necessarily vintage year.
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Strategy & Manager Policies

Private Debt Portfolio — Strategy Policy Ranges

Net Asset Value | Private Debt
Strategy

Policy Ranges Portfolio
Direct Lending 20%-100% 85%
Residential Mortgages 0%-40% 0%
Real Estate Financing 0%-40% 6%
Specialty Lending 0%-40% 9%

* Policy ranges are intentionally broad to
accommodate the ramp up of the portfolio.

* The private debt portfolio is in line with the
current strategy policy ranges.

* Going forward, continue to monitor compliance
as recent commitments are deployed and NAV
increases.

Based on underlying information from Wilshire’s quarterly report as of March 31, 2024.

wilshire.com | ©2024 Wilshire Advisors LLC

Wilshire

Private Debt Portfolio — Manager Limitations

Maximum Net

Single Manager Asset Value
Allowed
In Any One Private Debt Strategy 20%*
Across All Private Debt Strategies 30%*

*Percentage based on the greater of (i) the Private Debt
Allocation (i.e. long-term target to private debt multiplied by total
plan assets), or (ii) 25 billion.

Manager limitations implemented since last
year’s portfolio review.

The private debt portfolio is in line with the
manager limitations policies.

Going forward, continue to monitor compliance
as recent commitments are deployed and NAV
increases.
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Conclusion

* Overall, the private debt portfolio is early in its development and is performing well; the private debt
portfolio has outperformed the policy benchmark since July 1, 2020.

e Strategy and manager exposures are both in line with program policies; continue to monitor as recent
commitments are deployed and NAV ramps.

* CalPERS private debt team has made strong progress on the buildout of the private debt program with
the current allocation equal to 2.6% of total plan assets.

* The CalPERS’ private debt team is experienced and has created a strong foundation for the private debt
portfolio, but the team is considerably under resourced and additional resources are needed for
continued success.

Based on underlying information from Wilshire’s quarterly report as of March 31, 2024, and INVO IRP as of March 31, 2024.
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U.S. Senior Direct Lending Outlook:

U.S. Buyout Investment Activity! Weighted Average Absolute Institutional Rate? U.S. Senior Debt Dry Powder (B)3
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Regional Influences Local Considerations Industry / Sector Outlook
+ Increasing demand for capital given an increase in private * Favorable premium for sector and issuer diversification
equity dry powder and pick-up in deal activity due to more * Large banks entering direct lending and manager consolidation
certainty around the trajectory of interest rates * Fixed versus floating rate debt Sector Investment Opportunity
+ Heightened yield due to elevated base rates is favorable; * Continued upstream movement of traditional middle-market —— :
however, spread tightening creating less favorable risk/return lenders Senior Direct Lending O
dynamics * Importance of structuring and duration on given current macro-
+ Uncertain macro-outlook and potential risk of downturn with outlook

increasing default rates; however, senior secured position
improves probability of recovery

- Although fundraising has declined from peak levels in 2021,
capital supply remains elevated with private debt dry powder at
an all-time high

1 Pregin as of December 31, 2023.
2S&P LCD Q4 2023 Report.
3 Pregin US Senior Debt Dry Powder as of March 26, 2024.
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U.S. Opportunistic Credit Outlook:

New-Issue US M&A Volume? Highly Leveraged Loan Average Debt Multiples! Weighted Average Absolute Institutional Rate!
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Regional Influences Local Considerations Industry / Sector Outlook

+ Fall out from the regional banking crisis resulting in banks ¢ Favorable complexity premium for tailored solutions; interest,

unable to extend more asset-based loans fees, and upside optionality facilitating multiple return sources

+ Specialization as prerequisite for traditionally non-banked or ¢ Floating rate debt structures mitigating interest rate sensitivity Sector Investment Opportunity
otherwise overlooked sectors and assets * Short-duration strategies and high amortization features Opportunistic .

+ Weakening credit conditions driving demand for creative mitigating interest rate and credit (i.e., repayment) risk
financing solutions e Credit opportunity in commercial real estate as the key source of

t+ Inflationary environment potential headwind for cash interest capital, banks, are facing pressure

borrowers unable to adequately service debt
- Stressed businesses becoming distressed by underestimating
default risk

1 Pitchbook LCD as of Q4 2023.
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U.S. Distressed Credit Outlook:

Leveraged Loan: Par Amount Outstanding? Percent of Issuers in Default? Aggregate Distressed Debt Fundraising and Dry Powder ($B)3
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Regional Influences Local Considerations Industry / Sector Outlook

+ Deterioration in credit metrics both in leveraged loans and * Expectation of broad market stress vs sector-specific challenges

across private middle-market companies * Liquid versus illiquid distressed debt opportunities
+ High interest rates compared to recent past * Distressed trading opportunities versus loan-to-own Sector Investment Opportunity
+ Disconnect between slowly rising default rates, bankruptcy * Non-performing loan opportunities :

filings and tightening credit spreads + Limited data on recovery rates in private credit Non-Control Distressed Debt O
+ Substantial levels of illiquid credit since GFC, with little historical ~ * Limited tangible assets in healthcare and technology sectors For-Control Distressed Debt O

precedent from a credit cycle standpoint

Sensitive to market timing, and thus implementation and fund

structure selection are important

- Maturity extensions delaying potentially the investable
opportunity set

- Lower recovery rates compared to historical averages

I+

IMorningstar LTSA US Leveraged Loan Index, Pitchbook LCD as of Q4 2023.
2 Morningstar LTSA US Leveraged Loan Index, Pitchbook LCD as of Q4 2023.
3 Preqin as of February 2024.
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U.S. Alternative Yield Outlook:

FinTech Annual Origination Volumes 1 C&I Equipment Leasing Grow Loss Rate? Yield YoY Comparison 3
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Regional Influences Local Considerations Industry / Sector Outlook
+ Correlations across asset classes driving demand for uncorrelated * Intangible asset heavy sectors facing valuation headwinds look to
risk/return profiles alternative financing solutions linked to their intellectual property
+ Rising interest rates and regulatory pressure leading to more (patent, copyright, trademark, etc.) assets -
challenging access to traditional capital sources * Nontraditional real asset opportunities where both asset and Sector Investment Opportunity
+ Inflation, though slowing, impacting corporate profit margins; contractual cash flow/monetization mechanism benefit from sustained Niche (Sector) Credit o
operational flexibility initiatives supporting commercial & industrial elevated inflation (beef/cattle farming, water rights, commodity
asset leasing (vs buying assets outright) streaming, etc.) Sp. Asset-Based Lending .
+ Favorable supply-demand dynamics driven by low-cost tech-enabled * Nondirectionally sensitive financing solutions benefiting from ) )
originations, pre-requisite for specialization and higher margins of transaction volumes including asset servicing rights and Risk Transfer Strategies .
safety relative to traditional yield royalty/licensing agreements Intangible Assets .
+ Historically low loss rates and high recovery rates relative to traditional * Risk transfer in litigation and/or re/insurance markets where risk
debt markets drivers have little to no sensitivity to public and private capital markets;

life-contingent structured settlements, insurance premium finance, life
settlements, and IP litigation finance and medical malpractice

1 2nd Biannual Global Alternative Finance Benchmarking Report, Cambridge Centre for Alternative Finance, June 2022
2 KBRA All Equipment Index

3 Traditional Liquid Opportunities is presented as yield to maturity as at year end 2021 and 2022. Alternative Yields are qualitative forecast assumptions made by Wilshire's Research team over an assumed 5-year horizon. Assumptions are preliminary and are subject to change.
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Important Information

Wilshire is a global financial services firm providing diverse services to various types of investors and intermediaries. As such, Wilshire’s products, services, investment approach and advice may differ between clients and
all of Wilshire’s products and services may not be available to all clients. For more information regarding Wilshire’s services, please see Wilshire’s ADV Part 2 available at www.wilshire.com/ADV.

This presentation is for information only and is being provided exclusively to recipients reasonably believed to be qualified to invest, as defined in the relevant jurisdiction of the prospective investor, in the types of
investments discussed and as generally managed or recommended by Wilshire. This material is intended for informational purposes only and should not be construed as legal, accounting, tax, investment, or other
professional advice. By accepting this information, you agree you have a duty to keep confidential the information contained herein.

This presentation is a marketing communication. It is not intended to represent investment research or investment advice. This presentation is not an offer to sell, or a solicitation to an offer to buy, any security or to
adopt any specific investment strategy. These materials do not disclose all the risks and other significant issues related to an investment in any proposed transactions described herein. An investment in private markets
funds will only be available to parties who are qualified prospective investors pursuant to the relevant offering memoranda and the subscription documents of the investment(“PPM”). Prior to entering into any such
transactions, potential investors should ensure that they fully understand the terms of that proposed transaction and any applicable risks, some, but not all, of which are described in more detail in the PPM and may be
discussed with representatives of Wilshire.

This material contains confidential and proprietary information of Wilshire, and is intended for the exclusive use of the person to whom it is provided. It may not be disclosed, reproduced or redistributed, in whole or in
part, to any other person or entity without prior written permission from Wilshire. Third party information contained herein has been obtained from sources believed to be reliable. Wilshire gives no representations or
warranties as to the accuracy of such information, and accepts no responsibility or liability (including for indirect, consequential or incidental damages) for any error, omission or inaccuracy in such information and for
results obtained from its use. Information and opinions are as of the date indicated, and are subject to change without notice.

Wilshire is not acting in an advisory or fiduciary capacity in any way, including without limitation with respect to the Employee Retirement Income Security Act of 1974, as amended, or the Department of Labor rules and
regulations thereunder, and accepts no fiduciary responsibility or liability with respect to this information or any decision(s) that may be made based on the information provided.

This material may include estimates, projections, assumptions and other "forward-looking statements." Forward-looking statements represent Wilshire's current beliefs and opinions in respect of potential future events.
These statements are not guarantees of future performance and undue reliance should not be placed on them. Such forward-looking statements necessarily involve known and unknown risks and uncertainties, which
may cause actual events, performance and financial results to differ materially from any projections. Forward-looking statements speak only as of the date on which they are made and are subject to change without
notice. Wilshire undertakes no obligation to update or revise any forward-looking statements. Samples provided are for demonstration purposes only and are not to be relied upon. Past performance is not indicative of
future results.

Wilshire recognizes that conflicts of interest will arise in the provision of its services. Wilshire has implemented policies and procedures that seek to mitigate conflicts of interest through appropriate oversight,
transparency and controls. It is Wilshire’s policy to make evaluations, recommendations and decisions based solely upon the best interests of clients and without regard to any benefit (economic or otherwise) that
Wilshire receives or might receive. Additional information regarding conflicts of interest is available in Wilshire’s ADV Part 2.

Wilshire® is a registered service mark of Wilshire Advisors LLC, Santa Monica, California. All other trade names, trademarks, and/or service marks are the property of their respective holders.

Copyright © 2024 Wilshire. All rights reserved.
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