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The Growth and Opportunity in Private Credit and Lending 
 

Conshohocken, PA, November 16, 2020 - With a vaccine on the horizon and the election results seemingly 
known, the markets have rallied during the second week of November.  However, Europe is about to enter 
another lockdown phase and positive COVID-19 cases have picked up substantially around Europe and the U.S.  
While another round of stimulus will be coming, the size and scale of that capital infusion will likely be 
significantly less than anticipated, especially if Congress remains divided. With this backdrop, companies remain 
under stress and the need for private capital is key to keeping them afloat.   

The credit market dislocation has created pricing, 
structures and terms that have not been present for 
the last ten years.  In fact, the number of assets 
managed in private debt is up almost 2.5x since 2010 
according to Preqin (see chart). The past decade has 
provided an easy backdrop for new players to come 
into the private credit universe, many of them smaller, 
boutique firms, who have been able to both make 
money and launch funds in one of the lowest default 
rate environments in history.   

Accordingly, many of these smaller managers do not have the resources to manage their underlying investments 
while continuing to source new deals in a default rate environment that has changed dramatically.  Defaults rates 
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have spiked this year, especially in industries most impacted by the lockdowns such as travel, entertainment and 
restaurants.  In addition, Standard & Poor’s Global sees default rates in the U.S. doubling by June 2021 to 12.5% 
from a preliminary estimate of 6.3%.1    

Most importantly, the sourcing opportunity for private lending is now the most robust we have seen in over a 
decade from a structuring and term standpoint.  Middle-market borrowing rates have risen appropriately, 
covenant-light deals have declined, and broader covenant terms have become stricter. In addition, spreads 
between private credit and more liquid credit names have continued to widen, as the Fed’s liquidity infusion into 
the markets have helped publicly traded credit positions rally, even as fundamentals remain weak or stressed. As 
investors remain starved for yield, private credit strategies, especially with a focus on direct lending, are poised to 
help solve investors’ income and return needs.   

For this reason, PPB Capital Partners believes that larger private credit managers are poised to significantly 
outperform their peers over the next two years.  Firms with dedicated asset management teams and separate 
sourcing groups will have substantial manpower advantages to navigate the distressed opportunities that are 
expected to develop.  In addition, in the event of a resurgence in dislocation within the broadly syndicated loan 
market, larger firms with greater resources and financial stability will have the investment scale needed to 
capitalize on both these opportunities along with more niche and private corporate or asset-based lending 
situations.      

For more information on how to access PPB’s dedicated private lending strategy, please contact Frank Burke, 
CFA, CAIA, Chief Investment Officer, PPB Capital Partners, 484.278.4017 Ext. 108 or at fab@ppbadvisors.com. 

About PPB Capital Partners, LLC 

Launched in 2008, PPB Capital Partners, LLC (or “PPB” or “the Firm”) brings premier alternative investment 
solutions and streamlined processing to the wealth advisor community. PPB Capital Partners provides a roster of 
alternative investment managers, as well as builds and operates feeder funds and customized fund of funds for 
wealth advisory firms. 
 

Important Footnotes and Disclosures 
Chart 1 Source: Preqin 
1. Source: https://www.spglobal.com/_assets/documents/ratings/research/100047070.pdf)  

 

Note: All data presented is based on real estate transactions valued at $2.5 million and above. Volume includes direct multifamily property 
acquisitions only (as opposed to other types of investment such as land acquisitions and new development, REIT stock purchases, capital 
partnerships, etc.). Portfolios include assets acquired through entity-level deals. All figures in U.S. dollars. 
Source: CBRE Research, Real Capital Analytics, Q2 2020. 
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