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How Does the Default Outlook for the Middle
Market Compare to BSL?
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Download FitchRating’s Report here.

Fitch tracks defaults in our portfolio of about 300 middle market loans that we rate privately for asset managers.
The default rate in this portfolio was about 3.7% in 2023, up from under 3% in 2022, also primarily due to rates.
While the default rate was higher yoy, it still outperformed the LMM portion of Fitch’s Leverage Loan Universe
by nearly 200bp.

Fitch attributes this outperformance to the sponsor-lender partnership that prevails in direct lending, supporting
better outcomes than the syndicated market. While Fitch expects a similar rate of defaults in our privately rated
portfolio in 2024 as in 2023, the severity of defaults is likely to be greater as sponsors walk away from
companies with impaired business models and untenable capital structures.
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