
ANTARES PRIVATE CREDIT PULSE

Tighter spreads bode well for interest coverage and M&A; 
middle market yield premium holds up well.

Surging refi/repricing activity brings borrower relief

Core middle market spread premium holds up well

The year has kicked off on a strong “risk on” note in the wake of 
positive economic data, expectations of forthcoming Fed interest rate 
cuts, continued earnings growth and a buoyant stock market.  Rising 
optimism has in turn led to spread compression with “all in” B/B+ 
broadly syndicated loan spreads having dropped to near 400 bps so far 
on average in 1Q24 vs. over 470 bps in 4Q231.  This in turn has driven 
a spike in refinancing and repricing activity that has lifted institutional 
leveraged loan volume to $190 billion YTD-February 2024 – the highest 
on record for this period.2 

Rising syndicated market appetite and related spread compression has 
come as welcome relief to borrowers.  Lower financing costs coupled 
with continued earnings growth (3.4% YoY estimated for the S&P500 
for 1Q24 as of March 21 according to FactSet) suggests favorable 
prospects for improvement in interest coverage ratios ahead.

The allure of as much as 200-300 bps of spread relief for some borrowers has led to over $10 billion of BSL refinancing 
of private credit loans across 25 companies YTD-March 18; however, most of this volume – some of which has been 
second lien - has been for companies in the large corporate segment (i.e. mostly companies with well over $150 million 
in EBITDA) where direct lenders tend to compete more directly with the BSL market.3  To defend their portfolios and 
hold on to assets, direct lenders focused on the upper middle market and large corporate segments have reportedly 
been proactive in repricing loans on their book down by 50-75 bps (often with an extension of call protection) while also 
offering delayed draw terms loans in some cases.4  In contrast, spreads in the more insulated “core” middle market have 
held up better, implying a continued attractive spread premium that remains well above the long term average vs. “Large 
Corporate” BSL spreads.5  
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M&A activity to pick up

Secular trends still favor private credit

We believe the resurgence of the broadly syndicated 
loan market is another positive catalyst that will likely 
help jump start depressed sponsor-related M&A 
activity.  The reopening of the syndicated market to 
second lien loans that enable large LBO financings is 
a particularly notable development of late with YTD-
mid March syndicated second lien volume exceeding 
all of 2023.  Additionally, secondary buyouts, which 
are viewed by some as a first step in the resurgence 
of the M&A market, have started to gain traction 
as sponsors seek to monetize portfolio assets. As 
noted in our 2024 Asset Management Outlook: 
Perspectives On Private and Liquid Credit, the 
reopening of the syndicated market along with lower 
expected base interest rates, record high PE dry 
powder, and increasing demands from LPs for return 
of capital all suggest a pickup in M&A activity ahead, 
with a potential for a boom in 2025-26.

We believe the resurgence of the syndicated market is a healthy cyclical development. Direct lenders may give back some 
share gains in the large corporate segment to the BSL market based on price in the near term; however, we believe that 
secular tailwinds continue to favor private credit share growth over the longer term. Even in the current market, direct 
lenders continue to convert some syndicated deals reflecting what we think are key advantages of direct lending including 
speed and simplicity of execution (e.g. no need for ratings and roadshows), more assured executions (e.g. no-flex pricing), 
and other factors such as confidentiality. Some sponsors/borrowers also remain mindful of their preference for dealing 
with a small club of lenders during periods of stress when bank capital may dry up (e.g. during Covid and regional bank 
crisis), or in workout where dealing with a syndicate of shifting players with varying agendas can pose challenges.   

From an investor perspective, we believe the current market underscores that a best-in-class lender/GP should be able 
to 1) provide best execution for sponsors/borrowers be it direct or syndicated given ever shifting market dynamics and 2) 
maintaining a core middle market focus while also having the capability to go “up market” to grow with existing portfolio 
companies and to provide financing solutions to new large borrowers when relative value is attractive.
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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.


