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Cross-Sector

Private Credit — Global
Seven key ways private credit is changing

Summary

Private credit is entering a new phase defined by larger deal sizes, structural innovation and
deeper integration with global capital markets. Moody’s recently convened two private credit
conferences in New York and London, bringing together senior capital providers, platform
leaders and regulators to examine evolving trends. Discussions focused on scale, asset quality,
liquidity and transparency in this rapidly developing market. Following are seven top credit
takeaways from our events.

1. Growth prospects are increasingly diverging across regions and risk
profiles

Private credit is expanding rapidly on the back of strong structural demand with AUM
projected to approach $4 trillion by 2030, but growth paths are diverging by region. In the
US, scale is driving larger, more complex and Al-linked deals with higher leverage. Europe
is earlier in its evolution, supported by strong structural financing needs and some bank
retrenchment but constrained by fragmentation. APAC remains smaller but is growing
fast, driven by economic expansion, disintermediation and rising global investor interest.
However, moderation in asset quality, macro volatility and tighter regulation are creating a
more uneven near-term outlook, leaving US markets scaling, Europe deepening and APAC
expanding with greater cyclicality and dispersion.

2. Market structure is being tested with early signs of divergence

Recent volatility driven by semiliquid BDC outflows in the US, sector concentration concerns
and persistent macro uncertainty is testing asset class more meaningfully. This period has
tested key structural features including redemption mechanisms, and sponsor equity support
which have generally performed as intended. Besides liquidity, the market is also focusing

on credit quality with performance increasingly diverging across managers, strategies and
vintages.

3. Markets are becoming more interconnected with faster risk
transmission

Private credit is evolving into a tightly linked financial ecosystem, with blurred lines between
banks, asset managers and insurers as direct lending rivals traditional banking. Firms
increasingly act as partners, lenders and competitors, as the ecosystem evolves toward more
diversified funding structures with risk distributed through securitization and fund finance.
This connectivity enhances flexibility but reduces transparency, making leverage harder to
track and allowing risk to move more quickly, raising potential for faster shock transmission
and heightening the need for disciplined underwriting and liquidity management. Large
alternative asset managers now originate credit volume comparable to those of major banks,
underscoring a structural shift in financial intermediation.
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4. Volatility is becoming the new normal

Credit cycles are becoming more frequent and volatile, driven by a growing share of lower-rated borrowers. Infrastructure remains
relatively resilient, but software faces structural pressures from leverage and technological disruption. The current cycle has exposed
vulnerabilities in leveraged loans particularly among weaker credits with floating rate debt as well as growing performance divergence
across sectors. Although our forward-looking indicators point to improving credit risk, markets remain vulnerable to further potential
geopolitical and economic shocks.

5. Deal size is getting larger

Private credit is entering a period of larger-scale transactions, with deal sizes reaching tens of billions, particularly in Al and
infrastructure both in the US and Europe. This is happening as capital availability accelerates along with the use of hybrid, asset
based structures that blend traditional financing approaches. Larger deals are also introducing greater complexity, linking outcomes
more closely to counterparty strength and long-term cash flow assumptions. Disciplined underwriting with a focus on credit quality,
contractual protection and cash flow visibility are becoming increasingly essential.

6. Credit performance dispersion is growing

Higher interest rates and slower growth are beginning to exert more pressure on borrowers with “pre-rate rise” vintage loans. As these
credits season, margin compression and refinancing challenges especially ahead of the 2028-2030 maturity wall will become more
relevant. Looking ahead, these dynamics will drive greater dispersion in performance across portfolios. Outcomes will increasingly
depend on underwriting quality, sector exposure and capital structure resilience, with non accruals rising selectively and recovery rates
becoming more differentiated rather than broadly aligned.

7. Regulators are watching as private credit scales

While direct prudential regulation of private credit funds is unlikely in the near term, regulatory scrutiny is increasing indirectly through
banks, insurers and supervisory stress testing frameworks, including initiatives by the Bank of England and the European Central

Bank. This trend reflects heightened focus on transparency, data availability and risk management as private credit becomes more
systemically relevant and more interconnected with regulated financial institutions.

Moody's related publications

» Private Credit — US: Asset quality indicators point to emerging risk in private credit direct lending, 28 April 2026

» Private Credit — Global: Demand for private credit is fueling a surge in fund finance, 27 April 2026

» Private Credit — Global: Volatility will intensify focus on liquidity, transparency, 22 April 2026

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the issuer/deal page on https://ratings.moodys.com for the
most updated credit rating action information and rating history.
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