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Off the Mark: Are Private Credit 
Valuations “Flawed”?

To ensure objectivity, it is best for GPs
to engage independent, experienced 
third-party experts to value credits 

that are underperforming expectations
and, in particular, for stressed

and distressed credits.

“

”

Most loans in a typical private credit portfolio are not 
publicly traded and require the manager or General 
Partner (“GP”) to fair value or “mark” assets based on 
various estimates and assumptions. Valuation variances 
across managers for the same loan tend to be lower for 
performing loans but increase for underperforming loans.  
Such variance is to be expected given a lack of observable 
market pricing data and does not necessarily suggest 
that direct loans are systemically over or under valued. 
In stressed situations, the valuation ranges on private 
loans tend to widen because the range of assumptions, 
implied outcomes, and probability weighting of those 
outcomes tend to vary based on managers’ views. When 
looking across a broad universe of loans, empirical 
evidence suggests that median pricing in private and 
public markets has been relatively comparable over the 
long-term when adjusting for Original Issue Discount 
(OID).2 Furthermore, research indicates minimal evidence 
of serial correlation, suggesting that managers do not 
commonly adjust reported asset values to conceal the 
full range of valuation fluctuations over brief periods, also 
known as “valuation smoothing.”2

Of course, if one identifies a clear pattern of materially 
higher valuations by a GP vs. peer marks, then there 
may be a cause for further diligence. Additionally, if it’s 
observed that the adjustments made for credits that 
default in a GP’s portfolio are consistently drastic just 
before or at the moment of default rather than a more 
gradual acknowledgment of emerging issues, this could 
indicate that the GP is slow to recognize problems until 
they have no choice.

Recently, some skeptics have suggested that loan valuations (“marks”) within private credit portfolios
are potentially flawed and could pose a threat to the asset class’s surge in popularity among investors.1 

Variance among lenders’ 
marks is to be expected.
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To ensure objectivity, it is best for GPs to engage 
independent, experienced third-party experts to value 
credits that are underperforming expectations and, in 
particular, for stressed and distressed credits. This is 
less critical for performing loans where there is greater 
clarity around a borrower’s financial health and the 
prospects for a loan’s full repayment. Other important 
GP considerations include:

1. Strong alignment of incentives and clear and 
objective valuation practices

2. Experience across industries and cycles

3. A deep understanding of the dynamics of 
workout to inform more accurate valuation 
assessments in times of stress.  

Finally, interim loan valuations are somewhat 
meaningless in a “buy and hold” portfolio if the end 
result is a full return of principal and interest. Therefore, 
partnering with a GP that is skilled at minimizing 
realized losses is really what is most critical.

For more Antares insights, visit https://www.antares.
com/market-insights/

1  “Flawed Valuations Threaten $1.7 Trillion Private Credit Boom”, Bloomberg, February 27, 2024.

2  Cliffwater Research “Valuation and Private Debt” Feb 29, 2024 and Forecasting Risk for Illiquid Asset Classes” October 2019.

Protecting against concerns 
over inaccurate valuations.

Publicly traded loans offer liquidity that comes with a cost, 
typically both in the form of lower spread and greater 
volatility.  Those are the costs of being able to get in or out 
of a position on demand. However, many investors have 
concluded that this cost of liquidity isn’t worth the benefit 
– at least for a portion of their portfolio - especially since 
liquidity tends to diminish in times of stress when it is most 
valued.  Additionally, investors generally value reduced 
volatility within their portfolios.

Some argue that failing to lower an asset’s reported value 
doesn’t mean its “real” market value isn’t actually lower – 
and certainly there can be some truth to this.

However, valuing a loan based on market supply/demand 
at any given instance in time may not reflect the underlying 
fundamental value of the long-term cash flows of an 
asset for those willing to hold the asset to maturity - a 
fundamental tenet of long-term investing. Additionally, 
there are attributes of direct loans that make them 
fundamentally less volatile than publicly traded loans. This 
includes generally tighter documentation, covenants and 
typically a more solutions-oriented approach to stressed 
situations (often involving sponsor equity infusions) and 
workouts with higher ultimate recovery rates.

Lower volatility is attractive and not just 
due to lower frequency of marks.

https://www.antares.com/market-insights/
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Disclosures
The materials presented herein are provided to you solely for informational purposes and unless otherwise indicated herein, has been prepared using, and is based on, 
information obtained by Antares Capital (“Antares”) from publicly available sources. It does not constitute an agreement, or an offer, commitment to offer, or agreement to 
sell any loans, securities or other assets including interests in any fund or vehicle. The materials contained herein are not intended, nor should they be construed or implied, 
to be a recommendation or advice of any kind. The information set forth herein has been compiled as of the date(s) noted, is preliminary and subject to change. There is no 
obligation on the part of Antares to update the information provided herein after the date hereof. Neither Antares nor any affiliate thereof represents or warrants the accuracy, 
completeness or reliability of any of the materials contained herein, either expressly or impliedly, for any particular purpose, and shall have no duty to update or correct any 
such information. Without in any way limiting the generality of the foregoing, you understand that certain of the information provided herein is based on information provided 
by third parties, and neither Antares nor any affiliate thereof makes any representation or warranty regarding the accuracy, completeness or reliability of any such information. 
In no event will Antares be liable for any losses or damages arising from or as a result of the use of the information or the materials contained herein. 

Certain information contained herein concerning economic trends and performance is based on or derived from information provided by independent third-party sources. 
Antares believes that such information is accurate and that the sources from which it has been obtained are reliable; however, none of Antares nor any of its affiliates or agents 
can guarantee the accuracy of such information and they have not independently verified and are not responsible for any inaccuracies, omissions and outdated information 
contained in such third-party information or the assumptions on which such information is based. Certain other information regarding market analysis and conclusions could 
be based on opinions or assumptions (including those of Antares) that Antares considers reasonable. Unless otherwise indicated, such market analysis and conclusions 
represent the subjective views or beliefs of Antares.

The materials presented herein may include certain projections, forecasts and estimates that are forward-looking statements. Any such forward looking statements are based 
on certain assumptions about future events and are subject to various risks and uncertainties. Forward-looking statements are necessarily speculative in nature and it should 
be expected that some or all of the assumptions underlying them will not materialize or will vary significantly from actual results. Accordingly, actual results will vary from the 
projections, and such variations may be material. Some important factors that could cause actual results to differ materially from those in any forward-looking statements 
contained in these materials include, without limitation, changes in interest rates, default and recovery rates, market, financial or legal uncertainties, the timing of acquisitions 
of loans, the types of loans acquired, differences in the actual allocation of loans from those assumed mismatches between the time of accrual and receipt of interest proceeds 
from the loans and whether or not and how loan investments may be leveraged.

Any statements involving matters of opinion or estimates, whether or not so expressly stated, are set forth as such and not as representations of fact, and no representation 
is made that such opinions or estimates will be realized. The statements and expressions of opinion contained in this presentation are subject to change without notice and 
involve known and unknown risks, uncertainties and other factors, and undue reliance should not be placed thereon nor should they form the basis of an investment decision.

For Benefit Plan Investors
Not in limitation of the foregoing, if you are (or are acting on behalf of) a person that is a “benefit plan investor”, as defined in Section 3(42) of ERISA and DOL regulations 
(“Benefit Plan Investor”) you are not authorized to, and should not, rely on any information Antares is providing to you as a basis for, or otherwise in connection with, making 
a decision whether or not to invest with Antares. Antares has not provided and will not provide any investment advice of any kind whatsoever (whether impartial or otherwise) 
and Antares is not acting as a fiduciary, within the meaning of Section 3(21) of ERISA, and regulations thereunder, to the Benefit Plan Investor or to any fiduciary or other person 
making investment decisions on behalf of the Benefit Plan Investor, in connection with these materials or any related presentation.

Additional Matters and Important Information for All Non-U.S. Investors
An interest in products or services referenced in this presentation may not be licensed in all jurisdictions, and unless otherwise indicated, no regulator or government authority 
has reviewed this document or the merits of the products and services referenced herein. If you receive a copy of this presentation, you may not treat this as constituting a 
public or other offering and you should note that there may be restrictions or limitations to whom these materials may be made available. This presentation is directed at 
and intended for institutional investors (as such term is defined in the various jurisdictions). This presentation is provided on a confidential basis for informational purposes 
only and may not be reproduced in any form. Before acting on any information in this presentation, recipients should inform themselves of and observe all applicable laws 
and regulations of any relevant jurisdictions. Recipients should inform themselves as to the legal requirements and tax consequences within the countries of their citizenship, 
residence, domicile and place of business with respect to the ongoing provision of services, and any foreign exchange restrictions that may be relevant thereto. Antares does 
not accept any responsibility, nor can be held liable for any person’s use of or reliance on the information and opinions contained herein. Any entity responsible for forwarding 
this material to other parties takes responsibility for ensuring compliance with applicable securities laws.

Notice to persons in the European economic area and the United Kingdom
This presentation is being made available: (1) to persons in the European economic area only if they are professional investors as defined in the Alternative Investment Fund 
Managers Directive (2001/61/EU); and (2) to persons in the United Kingdom only if they are professional investors, as defined in the Alternative Fund Managers Regulations 
2013 and fall within the following categories of exempt persons under the Financial Services and Market Act (Financial Promotion) Order 2005 (the “FPO”) and the Financial 
Services and Markets Act 2000 (Promotion of Collective Investment Schemes) (Exemptions) Order 2001 (the “CISPO”): (i) persons who are investment professionals, as defined 
in article 19(5) of the FPO and article 12(5)of the CISPO; (ii) persons who are high net worth companies, unincorporated associations etc., as defined in article 49(2)(a) to (d) of 
the FPO and article 22(2)(a) to (d) of the CISPO; or (iii) persons to whom it may otherwise lawfully be communicated. This presentation is provided for informational purposes 
only and does not constitute as offer to purchase, acquire, or subscribe for any type of investment.


