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It was another stellar quarter for floating-rate loans to private company borrowers, which represent the bulk of
private debt fund holdings. A good proxy for how these loans performed, the US Morningstar LSTA Index
gained 2.5% in Q1 2024. This was more than double the 1.2% historic average return for the first quarter of the
year. This follows a 13.4% return delivered by the LSTA Index in 2023, which is the highest annual reading
since the global financial crisis and the second highest ever. These persistently high yields explain the continued
attraction and strong relative performance of private debt funds. Many are originating loans at yields that are
equal to or higher than the bank-led syndicated market. Our analysis of public business development company
holdings, another close proxy for private debt funds, reveals that roughly 70% of private credit loans yield 11%
or greater versus approximately 25% of syndicated loans. As a result, private debt continues to move up the
performance scales relative to other private capital strategies and asset classes that are more adversely affected
by a “higher for longer” interest rate environment, with a one-year horizon return of 9.8% through Q3 2023 and
a preliminary Q4 2023 quarterly return of 3.6%.

(Past performance is no guarantee of future results.)


