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Private Debt Investor’s quarterly performance data shows spikes in internal rates of return – both in an upward
and downward direction – in periods of turbulence.

Over the last two weeks, this column has reflected on findings from our new proprietary quarterly performance
reports. This week, we explore the topic of return dispersion in private credit, based on top, median and bottom
quartile net internal rates of return (IRR).

High dispersion of IRR for a given vintage may be considered more likely in periods of volatility when, in a
well-worn phrase beloved of industry participants and observers alike, it’s possible to “sort the wheat from the
chaff”.

Funds with a 2019 vintage could not have imagined the turbulence that would lie ahead as first the covid
pandemic wreaked havoc and saw interest rates driven down to zero (or even negative rates) before, in response
to raging inflation, rates began to be hiked in late 2021.

In this kind of environment, some funds would have found themselves over-exposed to highly impacted sectors
and with portfolio companies fighting to stay afloat. Others, with a keen eye for a bargain, would have taken
advantage of this “dislocation” opportunity to buy quality assets at low prices. Not surprising then that the 2019
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vintages were marked by the biggest difference between the best and worst performers.

In a PDI column in September 2023, we asked “Is this really a golden age?” at a time when the phrase was being
widely bandied around – including at that month’s PDI New York Forum.

With fund managers benefitting from lending on a floating-rate basis at a time of rate hikes, there was hope that
the asset class was in a higher-returning environment. Comparing recent vintages with those from 2014-16
appears to support the view that performance has indeed been boosted. 
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