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Oaktree Capital Management is bulking up in the bustling direct lending business with the 

purchase of a $2.5 billion business development company (BDC) platform, a move that also boosts 

its retail distribution profile with a new path to the advisor market. 

 

The plan to buy two publicly traded BDCs from Fifth Street Asset Management for $320 million – 

pending shareholder approval and a fourth quarter closing – will add a slate of senior, junior, 

unitranche, and mezzanine loan holdings to Oaktree’s existing direct lending book. It also marks 

Oaktree’s first foray into the realm of registered alternatives funds aimed at advisors and their 

accredited investor clients, complementing its longstanding mutual fund subadvisory 

efforts and direct sales of its private institutional funds in the retail channel. 

 

Many of Oaktree’s peers have been pushing into the advisor market over the past year with 

different versions of non-listed registered alts funds such as BDCs, real estate investment trusts 

(REITs), interval funds, and closed-end funds that largely are aimed at individual accredited 

investors. The list includes Blackstone Group, which is raking in assets for a $5 billion non-listed 

REIT it launched last year, as well as a variety of new funds or product development 

moves by Ares Management, Bain Capital, Apollo Global Management, Providence Equity 

Partners, and others. 

 

Alts fund managers are bullish on prospects for growth in these product areas, says Michelle 

Giuditta, associate director at Cerulli Associates, citing a survey in a new report on alts distribution 

to advisors. “Of the managers we polled, 38% saw BDCs as a growth opportunity, while only 9% 

have that business currently,” she says. “And 40% believe that interval funds will be a large 

opportunity to raise assets going forward, but only 13% are using it now.” 

 

Various fund managers are out pitching new REIT, BDC, and interval fund products to platforms 

such as iCapital Network, which added its first vehicle in that vein this year as it plans to build up 

a roster of strategies for accredited investors, says CEO Lawrence Calcano. To date, the $2.3 

billion platform has focused primarily on offering advisors access to private alts funds for qualified 

investors – those generally with at least $5 million in net worth – through a turnkey product menu 

as well as through customized partnerships, such as its recently announced deal with UBS Wealth 

Management. 



“We’re going to expand on that [non-listed alts] product menu,” he says. “We’re talking to a number 

of managers right now about [their new products]. We’re also talking to managers about creating 

products with the advisory client and the broker-dealer client in mind.” 

Oaktree’s move to acquire the Fifth Street business is a step once-removed from non-listed alts 

product development, because the vehicles are already publicly traded, an outcome that many 

non-traded funds eventually pursue. The acquisition will give the manager entry into the retail-

oriented BDC market and another path for retail distribution, a spokesman says. And it will 

capitalize on that new presence by rebranding the products from Fifth Street’s name to Oaktree 

Specialty Lending Corp. and Oaktree Strategic Income Corp. 

Under the deal, Oaktree is replacing Fifth Street as the investment advisor to the BDCs, and it will 

also reduce management fees on one of the products from 1.75% to 1.5% and drop incentive fees 

on the other from 20% to 17.5%. 

Fifth Street also recently unloaded a collateralized loan obligation portfolio, as reported. 

Oaktree likely saw various attributes in the deal, with retail distribution and the chance to expand in 

direct lending each making it attractive, says Aaron Dorr, principal in the investment banking group 

at Sandler O’Neill + Partners. 

“It’s also about scale and diversification,” he says. “Oaktree has competence in its credit platform, 

and this is a way to take advantage of that acumen, adding assets where it already has a level of 

expertise.” 

Oaktree has been active in the direct loan origination market for more than a decade and has put 

more than $10 billion to work, according to the spokesman, but the firm had not yet used the BDC 

structure. Oaktree is aiming to improve performance in the Fifth Street vehicles, and will use its 

existing credit market knowledge, loan origination experience, and underwriting skills to underpin a 

larger BDC platform, according to a press release. 

Oaktree’s move is another clear example of the appetite among private fund managers to expand 

their businesses further into private credit, which along with real assets strategies is a prime target 

for mergers and acquisitions activity, Dorr says. 

But the retail appeal of the Fifth Street deal is also clear, as many managers are eager to expand 

beyond their traditional institutional client bases, he adds. “They’re looking for deals and products 

and opportunities that get them into those advisor channels,” Dorr says. 

Oaktree is spreading further into the retail market at a time when more independent registered 

investment advisors (RIAs) are looking anew at non-listed alts products – many of them having 

avoided REITs and BDCs in the past because of heavy sales commissions that saw the funds 

mostly sold into independent broker-dealer firms. Non-listed alts funds for accredited investors 



could have place in RIA shops if the pricing and liquidity terms are right, says Tom Manning, CEO 

of F.L. Putnam Investment Management, an RIA with $1.7 billion in assets. 

Non-listed alts funds are “definitely popping up more” in discussions, Manning says, who adds that 

there is “some comfort seeing them from really well-established firms with long, attractive track 

records.” While F.L. Putnam has yet to bite on any investments in such vehicles, it is looking 

closely at what is available from alts product platforms such as iCapital and CAIS, preferring to rely 

on those groups for help on the operations due diligence front, he says. 

 

Such products may be attractive for clients who are looking at a period of likely diminished stock 

market returns and are scouting alternative investments as an option, Manning says. 

 

“It’s likely to be a bigger percentage of their portfolios over time,” he says. “But it’s not an asset 

class where everyone is going to be interested or capable of participating in – it’s for those that can 

handle a longer investing time horizon.” 
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