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Market Overview

Fluctuating readings on the potential trajectory of central bank policy and acute signs of strain in the banking 
sector made for a volatile first quarter 2023, but investment assets in general continued to rebound from a very 
challenging 2022. Meanwhile, last year’s resilience in alternative credit assets persisted through the beginning 
of the year.
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Treasury yields declined during the quarter, helping fuel a rebound 
in longer-duration securities across the credit complex and 
lower-rated tiers among leveraged issues. The broadly syndicated 
loan market, as reflected by the Credit Suisse Leveraged Loan 
Index, delivered a total return of 3.1% for the quarter, while the 
Bloomberg US Corporate High Yield Index’s came in at 3.6%.1

Market Fundamentals Appear to be Slipping 

Oscillating market sentiment thus far in 2023 seems to suggest 
participants are struggling to develop a consensus view on the 
direction of interest rates and economic growth as the Federal 
Reserve and other major central banks continue to wring 
liquidity from the system. January’s risk rally, fueled by hopes 
that the rate-hike cycle was nearing its end, faded in February 
as a hawkish string of data releases depicted resilience in the 
economy, labor market and prices. While markets seemed to 
coalesce around the ”higher for longer” narrative by early March, 
subsequent tumult in the banking sector—seen most notably in the 
US through the mid-March failures of the midsized Silicon Valley 
Bank (SVB) and Signature Bank within days of one another—raised 
new uncertainties about the Fed’s path forward and renewed old 
concerns about systemic fragility. 

The failures also call into question the ongoing availability of 
credit, which already had been showing signs of strain, and how 
it may impact borrower fundamentals. As banks seek to manage 
liquidity challenges—especially the regional banks that service a 
large portion of the country’s small businesses and have been the 
target of post-SVB deposit outflows—they are likely to implement 
stricter lending standards, making access to capital more costly 
or in some cases unavailable to borrowers. With the average 
yield to maturity paid on loans by B/B+ borrowers at 10.15%, 
compared to 5.79% a year ago, debt servicing and refinancing 
costs already have increased significantly and may represent a 
potential headwind to free cash flow, interest coverage and other 

fundamentals.2 It’s also worth noting that the constrained access 
to capital also impacts alternative lenders, many of whom rely on 
portfolio financing from banks to lever their portfolios and drive 
returns.

Potentially mitigating the negative impact of loan availability is that 
the maturity wall for this year and the next are quite manageable. 
Borrowers broadly took advantage of the cheap-money period 
following the outbreak of Covid-19 to refinance debt at low rates, 
and some likely employed derivative techniques like hedges and 
swaps to mitigate the impact of rising rates. 

Loan defaults by volume—a backward-looking indicator—spiked 
in the first quarter to 1.32%, a level not since mid-2021 as 
the market was working through the worst of the Covid-era 
defaults. While this metric remains well below historical norms, 
the distress ratio—a forward-looking indicator that reflects 
loans trading for less than 80 cents on the dollar—remains 
elevated at 6.3% compared to a five-year average of 3.8%.3 
Rating agencies, meanwhile, maintained their pessimistic outlook 
for credit performance going forward, attributing the trend to 
slowing macroeconomic growth, the spike in interest rates and 
widespread uncertainty; the ratio of downgrades to upgrades 
stood at 2.46 by the end of March.4 Lower ratings tend to curb the 
demand for loans, and a bias toward downgrades typically results 
in greater price volatility, less new issuance and more refinancing 
challenges. 

Resilient Demand Amid Moribund Supply Keeps Market in Balance 

After a relatively strong start to the year, the primary market for 
broadly syndicated loans came to a virtual standstill by the end 
of the first quarter, perhaps not surprising given the pronounced 
interest rate volatility that has beset the credit markets and the 
reverberations from the midmonth bank failures. Though the 
approximately $50 billion of new issuance was an improvement 
from the fourth quarter’s $35 billion, it represented a 56% decline 
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from a year ago and was the smallest first quarter since 2016.5 
Volume during the quarter was dominated by refinancing and 
amend-and-extend activity, with a bias in favor of higher-rated 
borrowers. 

Demand for loans—historically has been driven by a combination 
of CLO formation and retail funds, with the former typically the 
much larger contributor—improved quarter to quarter, as insti-
tutional CLO buyers returned to the market. In contrast, mutual 
fund flows continued to weigh on demand; year-to-date outflows 
of $10.8 billion already are approaching last year’s total outflows 
of $11.4 billion.6 

The “lender-on-lender violence” we referenced last quarter—in 
which a group of lenders, typically with the support of the borrow-
er’s financial sponsor provide a new financing structure at terms 
beneficial to themselves and detrimental to others in the same 
priority class—remained evident in 2023. With credit availability 
growing tighter, however, its seems likely that such lender oppor-
tunism, which can have a significant impact on loan pricing, may 
begin to fade. 

The pace of activity in the middle market direct lending space was 
also sluggish. While direct lending and broadly syndicated loans 
currently appear comparably valued, the limited liquidity of the 
former represents a hurdle in times of significant uncertainty, in 
our view. 

Waiting for the Fog to Clear

We view uncertainty—about monetary policy, fiscal policy, 
corporate earnings, the debt ceiling, the banking system, geopolit-
ical discord, etc.—as being the primary headwind in the leveraged 
credit markets right now, as borrowers and underwriters alike 
struggle to pinpoint the market-clearing level for bonds and loans. 
It’s difficult to see a significant rebound in transaction volume as 
long as the environment remains hazy. Meanwhile, spreads have 
remained relatively contained despite concerns about a slowing 

5.  Source: PitchBook | LCD; data as of March 31, 2023.
6.  Source: Morningstar Direct; data as of March 31, 2023. 

economy and potential recession, suggesting to us that the incre-
mental reward for additional risk is not terribly compelling. 

We have been de-risking the portfolio in various ways over 
recent quarters and continue to do so such that we can maintain 
the optionality to take advantage of potential opportunities as 
they emerge. We’re biased toward liquidity, which means we’re 
buying more broadly syndicated loans and less direct lending 
and focusing on higher-quality paper. We have continued to be 
thoughtful about loan structuring, which we believe provides an 
added measure of downside mitigation, and have sought to incor-
porate at least one financial covenant and/or liquidity test in all of 
our directly originated loans.

While we would not be surprised if an opportunity emerges this 
year to put money to work in support of attractive long-term 
returns, it doesn’t feel like that time is now. We expect to remain 
defensively positioned until we have greater clarity. 
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The performance data quoted herein represent past performance and do not guarantee future results. Market volatility can dramat-
ically impact the Fund’s short-term performance. Current performance may be lower or higher than figures shown. The investment 
return and principal value will fluctuate so that an investor’s shares, when redeemed, may be worth more or less than their original 
cost. Past performance data through the most recent month-end are available at www.firsteagle.com or by calling 800-334-2143. The 
average annual returns are historical and reflect changes in share price, reinvested dividends and are net of expenses.  
“With load” performance for Class A shares gives effect to the deduction of the maximum sales charge of 3.50%. 
1. The annual expense ratio is based on expenses incurred by the Fund, so that the total annual operating expenses (excluding interest, taxes, brokerage commissions, 
acquired fund fees and expenses, dividend and interest expenses relating to short sales, and extraordinary expenses, if any) (‘‘annual operating expenses’’) of the Class A 
and Class I shareholders are limited to 2.25% and 2.00%, respectively, of average net assets. This undertaking lasts until April 30, 2024 and may not be terminated during 
its term without the consent of the Board of Trustees. The Fund has agreed that each of Class A and Class I will repay FEIM for fees and expenses waived or reimbursed 
for the class provided that repayment does not cause annual operating expenses (after the repayment is taken into account) to exceed either: (1) 2.25% and 2.00% of the 
class’ average net assets, respectively; or (2) if applicable, the then-current expense limitations. Any such repayment must be made within three years after the date 
in which the Fund incurred the fee and/or expense. Additionally, FEIM paid the Fund’s organizational and offering costs until effectiveness of the Fund’s registration 
statement and such costs are not being recouped by FEIM. The “Total Annual Operating Expenses After Fee Waiver and/or Expense Reimbursement” includes an estimate 
of interest payments the Fund expects to incur in connection with its use of leverage of 0.81%, which are excluded from the expense waiver. 
2. The Gross Expense Ratio includes an estimate of interest payments the Fund expects to incur in connection with its use of leverage of 1.56% and Acquired Fund Fees 
and Expenses (‘‘AFFE’’), which are fees and expenses incurred by the Fund in connection with its investments in other investment companies, which are excluded from the 
expense waiver. 
3. The Adjusted Expense Ratio of 2.00% for Class I and 2.25% for Class A excludes certain investment expenses, such as interest expense from borrowings and repurchase 
agreements and dividend expense from investments on short sales, incurred directly by the Fund or indirectly through the Fund’s investments in underlying First Eagle 
Funds (if applicable), none of which are paid to First Eagle. The information is not intended to provide and should not be relied on for accounting or tax advice. Any tax 
information presented is not intended to constitute an analysis of all tax considerations. 
The information is not intended to provide and should not be relied on for accounting or tax advice. Any tax information presented is not intended to constitute an analysis 
of all tax considerations. 
Class A Shares. The minimum initial investment for Class A Shares is $2,500 per account. The minimum subsequent investment amount for Class A Shares is $100. 
Class I Shares. The minimum initial investment for Class I Shares is $1 million per account. There is no minimum subsequent investment amount for Class I Shares. 
The Credit Opportunities Fund is an Interval Fund, a type of fund that, in order to provide liquidity to shareholders, has adopted a fundamental investment policy to make 
quarterly offers to repurchase between 5% and 25% of its outstanding Common Shares at net asset value (“NAV”). Subject to applicable law and approval of the Board of 
Trustees for each quarterly repurchase offer, the Fund currently expects to offer to repurchase 5% of the Fund’s outstanding Common Shares at NAV on a quarterly basis. 
The Credit Opportunities Fund’s Common Shares are not listed for trading on any national securities exchange, have no trading market and no market is expected to 
develop. 
Diversification does not guarantee investment returns and does not eliminate the risk of loss. 
A collateralized loan obligation (CLO) is a single security backed by a pool of debt. 
Duration is a measure of the sensitivity of the price of a bond or other debt instrument to a change in interest rates. 
Original issue discount (OID) is a form of interest. It is the excess of a debt instrument’s stated redemption price at maturity over its issue price (acquisition price for a 
stripped bond or coupon). Zero coupon bonds and debt instruments that pay no stated interest until maturity are examples of debt instruments that have OID. 
Asset-based lending (ABL) is a loan or line of credit issued to a business that is secured by some form of collateral. The various types of collateral used in asset-based 
lending includes but are not limited to inventory, equipment, accounts receivable and other balance-sheet assets. 
The federal funds rate is the interest rate at which depository institutions (banks and credit unions) lend reserve balances to other depository institutions overnight on 
an uncollateralized basis. Reserve balances are amounts held at the Federal Reserve to maintain depository institutions’ reserve requirements. Institutions with surplus 
balances in their accounts lend those balances to institutions in need of larger balances. 
Risk Disclosures
All investments involve the risk of loss of principal. 
An investment in the First Eagle Credit Opportunities Fund (the “Fund”) involves a number of significant risks. Below is a summary of some of the principal risks of investing 
in the Fund. Before you invest, you should be aware of various risks, including those described below. For a more complete discussion of the risks of investing in the Fund, 
see the Fund’s prospectus under the heading, “Principal Risks of the Fund.”  
There are risks associated with investing in securities of foreign countries, such as erratic market conditions, economic and political instability and fluctuations in 
currency exchange rates.
Strategies whose investments are concentrated in a specific industry or sector may be subject to a higher degree of risk than funds whose investments are diversified 
and may not be suitable for all investors. 
Investments in loans potentially expose the Fund to the credit risk of the underlying borrower, and in certain cases, of the financial institution. The Fund’s ability to 
receive payments in connection with the loan depends primarily on the financial condition of the borrower. Even investments in secured loans present risk, as there is no 
assurance that the collateral securing the loan will be sufficient to satisfy the loan obligation. The market for certain loans is expected to be illiquid and the Fund may have 
difficulty selling them. In addition, loans often have contractual restrictions on resale, which can delay the sale and adversely impact the sale price
Below investment grade securities or comparable unrated instruments may be subject to greater risks than securities or instruments that have higher credit ratings, 
including a higher risk of default, and the Fund might have difficulty selling them promptly at an acceptable price. 
Investments in debt securities and other obligations of companies that are experiencing significant financial or business distress involve a substantial degree of risk, 
including a material risk that the issuer will default on the obligations or enter bankruptcy. The level of analytical sophistication, both financial and legal, necessary for 
successful investment in distressed assets is unusually high. There is no assurance that First Eagle Alternative Credit will correctly evaluate the value of the assets collat-
eralizing the Fund’s investments or the prospects for a successful reorganization or similar action in respect of any company.  

Average Annual Returns as of Mar 31, 2023
Expense Ratio¹

3 Month YTD 1 Year Inception Gross² Net Adjusted³ Inception Date

First Eagle Credit Opportunities Fund – 
Class A FECAX (without load) 3.15% 3.15% -0.61% 5.03% 4.31% 3.07% 1.24% Dec 2, 2020

First Eagle Credit Opportunities Fund – 
Class A FECAX (with load) -0.46% -0.46% -4.10% 3.44% 4.31% 3.07% 1.24% Dec 2, 2020

First Eagle Credit Opportunities Fund – 
Class I FECRX (without sales charge) 3.23% 3.23% -0.39% 5.63% 4.00% 2.82% 1.18% Sep 15, 2020
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Investors may not have access to all share classes at certain financial intermediaries. Please consult your financial professional for more information. 
Investors should consider Common Shares of the Fund to be an illiquid investment. There is no guarantee that investors will be able to sell the Common Shares at any 
given time or in the quantity the investor desires. 
An investment in the Credit Opportunities Fund is not suitable for investors who need certainty about their ability to access all of the money they invest in the short term. 
One cannot invest directly in an index. Indices do not incur management fees or other operating expenses. 
Credit Suisse Leveraged Loan Index is designed to mirror the investable universe of the USD-denominated leveraged loan market. The index inception is January 1992. 
The index frequency is daily, weekly and monthly. 
Bloomberg US Aggregate Bond Index is an unmanaged broad-based benchmark that measures the investment grade, US dollar-denominated, fixed-rate taxable bond 
market, including Treasuries, government-related and corporate securities, MBS (agency fixed-rate and hybrid ARM passthroughs), ABS, and CMBS and is not 
available for purchase. 
The Bloomberg US Corporate High Yield Bond Index is composed of fixed-rate, publicly issued, non-investment grade debt, is unmanaged, with dividends reinvested, and is 
not available for purchase. The index includes both corporate and non-corporate sectors. The corporate sectors are Industrial, Utility and Finance, which include both US 
and non-US corporations. The index is presented here for comparison purposes only. 
This commentary represents the opinion of the First Eagle Credit Opportunities Fund portfolio managers as of 31-Dec-2022 and is subject to change based on market 
and other conditions. The opinions expressed are not necessarily those of the entire firm. These materials are provided for informational purposes only. These opinions 
are not intended to be a forecast of future events, a guarantee of future results, or investment advice. Any statistics contained herein have been obtained from sources 
believed to be reliable, but the accuracy of this information cannot be guaranteed.
Third-party marks are the property of their respective owners. 
FEF Distributors, LLC (Member SIPC) distributes certain First Eagle products; it does not provide services to investors. As such, when FEF Distributors, LLC presents a 
strategy or product to an investor, FEF Distributors, LLC does not determine whether the investment is in the best interests of, or is suitable for, the investor. Investors 
should exercise their own judgment and/or consult with a financial professional prior to investing in any First Eagle strategy or product. 

Investors should consider investment objectives, risks, charges and expenses carefully before investing. The prospectus and summary 
prospectus contain this and other information about the Funds and may be viewed at www.firsteagle.com or by calling us at 800-747-
2008. Please read our prospectus carefully before investing.  Investments are not FDIC insured or bank guaranteed and may lose value. 
The First Eagle Credit Opportunities Fund is offered by FEF Distributors, LLC, a subsidiary of First Eagle Investment Management, LLC, which provides advisory services.


