
Market Outlook: The Definition of Insanity 

Investors should understand that the investment environment and the starting 
point for investments have a huge impact on their success, and the shorter  
your time horizon, the truer this is. 

Albert Einstein famously said, “Insanity is doing the same thing over and over and expecting a different result.”  
I think another version of insanity is doing the same thing in a different environment and expecting the same result.  
So, if the environment for business and investing is going to be thoroughly different in the coming five or ten years  
from what it was in the last fifteen to forty years – as I believe – it’s folly to expect that the results will be the same  
as they were.

As I stated in Sea Change and the creatively titled follow-up, Further Thoughts on Sea Change, we went through  
an unusually long period of declining and ultra-low interest rates from 2009 to 2021. The result was the longest  
economic recovery in history, exceeding ten years, and the longest bull market in history, also exceeding ten years.1  
It was a great time for ownership of assets. It was a great time for borrowing money. And if you bought assets with 
borrowed money, you typically enjoyed a double bonanza.

But, in my view, that period is clearly over. As a result, I believe fixed income investing may be better positioned today 
in risk/return terms than equity investing. Liquid credit instruments currently offer yields in the high single digits,2 and 
the yields on private credit are in the low double digits.3 These yields are highly competitive with the excellent historical 
returns on equities. (The S&P 500 Index has an average annual return of roughly 10% for the last 100 years.4) These  
yields also exceed most investors’ required returns and are considerably less uncertain than the returns on equity  
and other ownership strategies. In other words, they have a high probability of delivering what they promise. 

I believe lenders and bargain hunters face much better prospects in this changed environment than they did in 2009-21. 
So how should investors respond? I think they should bear in mind a quote from the economist Paul Samuelson:  
“When events change, I change my mind. What do you do?”
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https://www.oaktreecapital.com/docs/default-source/memos/sea-change.pdf?sfvrsn=a69a4066_10
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Diversification does not assure a profit or protect against loss in declining financial markets.
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ENDNOTES
1 Bull market” refers to the performance of the S&P 500 Index.

2 “Liquid credit” refers to high yield bonds and leveraged loans; ICE BofA  
US High Yield Constrained Index, Credit Suisse Leveraged Loan Index,  
as of May 31, 2024.

3 Based on Oaktree observations in the market, as of May 31, 2024.

4 Bloomberg, as of May 31, 2024.

IMPORTANT DISCLOSURES
All investing involves risk. The value of an investment will fluctuate over 
time, and an investor may gain or lose money, or the entire investment. 
Past performance is no guarantee of future results.

As an asset class, private credit is comprised of a large variety of different 
debt instruments. While each has its own risk and return profile, private 
credit assets generally have increased risk of default, due to their typical 
opportunistic focus on companies with limited funding options, in 
comparison to their public equivalents. Because private credit usually 
involves lending to below investment grade or non-rated issuers, yield  
on private credit assets is increased in return for taking on increased risk.
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The information contained herein is for educational and informational 
purposes only and does not constitute, and should not be construed  
as, an offer to sell, or a solicitation of an offer to buy, any securities  
or related financial instruments. This commentary discusses broad 
market, industry or sector trends, or other general economic  
or market conditions, and it is being provided on a confidential basis. 

FORWARD-LOOKING STATEMENTS
Information herein contains, includes or is based on forward-looking 
statements within the meaning of the federal securities laws, specifically 
Section 21E of the Securities Exchange Act of 1934, as amended, and 
Canadian securities laws. Forward-looking statements include all 
statements, other than statements of historical fact, that address future 
activities, events or developments, including, without limitation, business 
or investment strategy or measures to implement strategy, competitive 
strengths, goals, expansion and growth of our business, plans, prospects 
and references to our future success. You can identify these statements 
by the fact that they do not relate strictly to historical or current facts. 
Words such as “anticipate,” “estimate,” “expect,” “project,” “intend,” 
“plan,” “believe” and other similar words are intended to identify these 
forward-looking statements. Forward-looking statements can be 
affected by inaccurate assumptions or by known or unknown risks and 
uncertainties. Many such factors will be important in determining our 
actual future results or outcomes. Consequently, no forward-looking 
statement can be guaranteed. Our actual results or outcomes may 
vary materially. Given these uncertainties, you should not place undue 
reliance on these forward-looking statements. This communication is not 
intended to provide an overview of the terms applicable to any products 
sponsored by Brookfield Corporation and its affiliates (together, 
“Brookfield”). Information and views are subject to change without 
notice. Some of the information provided herein has been prepared 
based on Brookfield’s internal research, and certain information is based 
on various assumptions made by Brookfield, any of which may prove 
to be incorrect. Brookfield may not have verified (and disclaims any 
obligation to verify) the accuracy or completeness of any information 
included herein, including information that has been provided by third 
parties, and you cannot rely on Brookfield as having verified any of 
the information. The information provided herein reflects Brookfield’s 
perspectives and beliefs as of the date of this commentary.
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