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Evolution of Private Credit

First Stage Second Stage Third Stage

1980-2007
Bank Replacement

Capital

Origins

2007-2019
Institutional
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Growth

2020-Present
Asset Management 
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Coming of Age
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Private Credit AUM approaching $1.5 trillion with 14% annual growth 
since 2009
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Private Debt: Risk/Return by Strategy Type
(Vintages 2009 – 2018)1

Private credit investment strategies

1Source: Preqin; Risk - Standard Deviation of Net IRR; Return – Median Net IRR.

Direct lending Distressed
debt

Mezzanine

Special 
situations

Capital preservation Capital appreciation

Direct lending
Non-bank lenders extending senior or 
subordinated loans to small and mid-
sized businesses. 

Mezzanine
A hybrid of equity and debt finance that 
gives the lender the right to convert 
debt to equity in the case of default. 

Venture debt
A loan provided to a start-up or early-
stage company to act as growth capital. 

Special situations
A loan based on a ‘special situation,’ 
referring to something other than 
underlying company fundamentals (i.e. 
spin-offs, M&A, etc..)

Distressed debt
Buying the debt of companies that are in 
bankruptcy or likely to enter bankruptcy, 
often at a significant discount. M
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• Structured
• Preferred
• Common

• Majority and minority/co-invest holders
• May include financial sponsors with alignment of interest, 

resources and incentive for prompt problem resolution

• 2nd Lien
• Mezzanine

• Floating rate or fixed
• Secured or unsecured
• Lower priority in payment to senior
• Enhance yields, lower volatility than HY

• 1st lien
• Senior stretch
• Unitranche

• Priority of payment

• Floating rate
• Secured by collateral, including operating cash flow

Capital structure features
Tranches across the capital structure offer distinct diversification features

Senior

Junior

Equity

Investment types AttributesIllustrative capital structure
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Sizable, resilient and growing market

1 World Bank.  2 Siblis Research, Preqin, December 2022. Notes: Net asset value (NAV) = AUM less dry powder. Total market capitalization of U.S. listed companies. There are significant differences between public and private equities, which include but are not limited to the following: public equities 
can provide liquidity and greater access to company information and private equities have a longer time horizon, are considered illiquid and private equity NAV is typically based on estimated valuations of portfolio holdings that may not reflect actual market value.  3 World Economic Outlook Database, 
December  2021, Middle Market assumption based on the definition by National Center for the Middle Market as of 2020 of U.S. businesses with revenues between $10MM and $1B.

$23.0T
$17.7T

$7.7T $4.9T $4.3T

U.S. China U.S. Middle Market Japan Germany

The U.S. middle market is the 3rd largest global economy 
by GDP3

48M
workers

$10T+
in annual 
revenues 

~ 200K
businesses

The U.S. middle market offers significant opportunity for private capital investment, with generally lower valuation 
multiples and potential for meaningful growth
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Defining the middle market in private credit

Lower 
Middle Market

Traditional 
Middle Market

Upper 
Middle Market Broadly Syndicated Market

Company Size 
(EBITDA) $3 to $15 million $15 to $50 million $50 to $150 million $150+ million

Size of Lending 
Group 1 to 5 3 to 5 10 to 25 25 to 100+

Borrower 
Compliance 
Metrics

Traditional Covenants Traditional Covenants Majority Covenant-Lite Covenant-Lite

Loan Sourcing Direct 
transactional driven

Direct 
relationship driven

Relationship driven via agents 
and sponsors Buyer model

Liquidity Illiquid Relatively illiquid Partially illiquid Liquid

Level Of Borrower 
Diligence

Primary 
due diligence

Extensive primary and/or 
secondary due diligence

Primary and secondary due 
diligence

Light 
due diligence

Company size drives key financing attributes
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Middle market direct lending advantages

Past performance does not guarantee future results. It is not possible to invest in an index. Performance for indices does not reflect investment fees or transaction costs. 1 Source: : ICE BofA US High Yield Index, High Yield; S&P/LSTA LL 100 YTM, BSL; Cliffwater Direct Lending Index’s senior loan 
current yield, Direct Lending 2 Source: CreditPro/LossStats, an offering of S&P Global Market Intelligence, 1995-1Q 2022; Middle market loans include total facility sizes of less than $500 million and broadly syndicated loans denote total facility sizes of greater than or equal to $500 million. 

0.9%
2.0%

2.7%

Middle market Broadly syndicated High yield bonds

Average annual loss rate

77.6%
62.1%

37.7%

Middle market Broadly syndicated High yield bonds

Average annual recovery rate

Attractive yield premiums 
Average loan yields1

▬ Direct lending (Senior) ▬ Broadly syndicated ▬ High yield bonds

Middle market & broadly syndicated loan 
performance, 1995-1Q 20222

Higher recovery and lower loss rates
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Issues are investors facing Benefits of private market investments

How Private Credit responding to global market challenges 

 U.S. middle market focused 

 Lower mark-to-market volatility

 Less correlated

 Minimal oil/gas exposureEnergy prices

Public market volatility

Geo-political uncertainty

Inflation & rising interest rates 

Correlation with liquid assets

 Floating rate nature of senior loans
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How private credit helps institutions achieve their investment objectives

1 2 3 4 5

Income Risk-adjusted 
total returns

Well positioned 
for rising rates 

Diversification / 
low correlation

Volatility 
management

5 reasons to select a private credit strategy 
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Income & risk adjusted returns 

1 Sources: MM direct lending - Cliffwater CDLI, High yield - ICE BofA US High Yield Index, Broadly syndicated - S&P/LSTA LL 100. As of 1Q 2023. 2 Source: Moody’s, 1995-1Q 2022; Middle market loans include total facility sizes of less than $500 million and broadly syndicated loans denote total 
facility sizes of greater than or equal to $500 million; 3 Source: “Private debt” - Cliffwater Direct Lending Index. “Leveraged loans” - S&P/LSTA Leveraged Loan Index. “High Yield”- Bloomberg Barclays High Yield Index. “Corporates” - Bloomberg Barclays US Corporate Bond Index. “Investment Grade 
Bonds”- Bloomberg Barclays US Aggregate Bond Index. “Treasuries” - Bloomberg Barclays US Treasury Index. As of 1Q 2023.

Highly selective, diversified private capital portfolios with low losses can provide durable income & attractive-risk adjusted 
returns

0.9%

2.0%
2.7%

Middle Market Broadly syndicated High yield

Average annual loss rates2

(1995 – 1Q 2022)

10.5%

5.9%
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MM direct lending Broadly syndicated High yield

Average yields over 15-years1
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Source: Private Credit - Cliffwater Direct Lending Index; Investment Grade Bonds - Bloomberg US Agg 
Total Return; High Yield - High Yield Bloomberg US Agg Total Return; 

Well positioned for rising rates3

Private credit has benefitted from floating rates in rising interest environments, while also demonstrating relatively stable
returns in declining interest environments

8.2%

10.8%

7.7%
5.8%

7.9%

3.7%

10.3%
12.3%

-6.6%

1.6%

6.4%

3.3%

-1.7% -2.1%

-8.8%

6.0%

10.3%

7.0%

Returns During Rising/Decreasing Interest Rates

MM direct lending

High yield

Investment grade bonds

3Q16–1Q17
+0.9%

3Q20–1Q21
+1.1%

3Q21–4Q22
+0.9%

10-Year U.S.                
Treasury Change

3Q15–2Q16
-1.0%

4Q18–3Q19
-1.4%

4Q19–3Q20
-0.9%

Rate Increase Rate Decrease
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Diversification is a technique to help reduce risk. It is not guaranteed to protect against loss.
Source: Morningstar, Cliffwater, and S&P/LSTA Leveraged Loan Index as of March 31, 2023.
(i) Indices. “MM direct lending” is represented by the Cliffwater Direct Lending Index. “Broadly syndicated” is represented by the S&P/LSTA Leveraged Loan Index. “High Yield” is represented by the Bloomberg Barclays High Yield Index. “Corporates” is represented by the Bloomberg Barclays US 
Corporate Bond Index. “Investment Grade Bonds” is represented by the Bloomberg Barclays US Aggregate Bond Index. “Treasuries” is represented by the Bloomberg Barclays US Treasury Index.
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-0.1

-0.1 MM direct lending

High yield

Corporates

Broadly syndicated

Correlation to Investment Grade Bonds 
(15-Years, Annualized)

Treasuries

Returns 
(15-Years, Annualized)

Diversification with less correlation

9.2%

5.0%

6.6%

4.1%

2.7%
2.1%

MM direct
lending

Broadly
syndicated

High yield Corporates Investment
grade bonds

Treasuries

By targeting different parts of the market and hard to access opportunities, private credit can be a portfolio diversifier while
providing attractive income throughout cycles

4



14

.FOR QUALIFIED PURCHASER USE ONLY IN THE U.S. OR PROFESSIONAL INVESTOR USE IN OTHER JURISDICTIONS WHERE APPLICABLE. NOT FOR PUBLIC DISTRIBUTION. PLEASE REFER TO DISCLOSURES FOR IMPORTANT INFORMATION.

5

Private market valuation methodologies are robust, often led by third party providers, and driven by true credit 
fundamentals vs the volatility of market sentiment 

Volatility management

Source: Lincoln International & Refinitiv LPC; As of Q2 2023

Market value (% of par)

• Oil price decline
• ECB announces Quantitative Easing

• US-China trade tensions
• Brexit uncertainty

• Covid pandemic
• Disrupted global supply chains

• Russia, China & global conflict
• Inflation
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Higher rates, higher yields, better terms

Source: Refinitiv LPC

Average Debt to EBITDA across middle market sponsored private deals

The middle market opportunity:

• All-in asset level yield up 500bps to 
~12%
75-100bps wider spreads/larger OIDs 

with tailwinds from rising reference 
rates

• Lower leverage 
(0.5x lower to 5.0x max leverage)

• High quality businesses in recession 
resistant industries

• Better covenant protections & higher 
equity contributions

6.8% 8.0%
9.5%

11.0% 11.8% 11.9%

1Q22 2Q22 3Q22 4Q22 1Q23 2Q23

Floor/Rate+CSA* Spread Spread due to OID

5.0x
4.8x 4.7x 4.6x 4.4x 4.5x

1Q22 2Q22 3Q22 4Q22 1Q23 2Q23

First-lien Leverage Junior Leverage

We see a compelling opportunity in middle market lending
Average first-lien middle market term-loan yield % (3-year term)
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What does the current environment look like?
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Floor/Rate+CSA* Spread Spread due to OID

• Base rates, spreads and OID have 
all increased

• All-in yields approaching 12%

Higher all-in yields and increasingly lender friendly terms

Source: Refinitiv LPC; Based on private data submissions, which include both syndicated and direct execution deals excludes unitranche and 
second-lien term loans. Beginning Q22, data includes LIBOR and SOFR based deals *Libor loans = 3-month Libor rate. Term SOFR loans = 1-
month TSOFR+CSA if available
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Significant and sustainable 
demand

There remains significant demand 
for private credit, both on the part of 
borrowers supported by private 
equity and investors looking for 
current income and attractive risk 
adjusted returns.

Higher rates, higher yields, 
better terms

The higher rate environment has 
accelerated a flight to quality and 
shifted the focus to free cash flow, 
with all in yields per unit of leverage 
at the highest seen in decades

Scale, relationships and 
expertise matter more than 
ever

Private credit managers with the 
scale to offer execution certainty, 
differentiated sourcing capabilities to 
reinforce trusted relationships, and 
all-weather portfolios to withstand 
recessionary concerns will attract 
more capital and secure the most 
attractive deals

Significant and 
sustainable demand

There remains significant 
demand for private credit,
both on the part of borrowers 
supported by private equity and 
investors looking for current 
income and attractive risk 
adjusted returns.

Scale, relationships and 
expertise matter more than 
ever

Managers with the scale to offer 
execution certainty, differentiated 
sourcing capabilities to reinforce 
trusted relationships, and all-weather 
portfolios to withstand recessionary 
concerns will attract more capital
and secure the most attractive deals.

Higher rates, higher yields, 
better terms

The higher rate environment has 
accelerated a flight to quality and 
shifted the focus to free cash flow, 
with all in yields per unit of 
leverage at the highest seen in 
decades.

Key takeaways
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Churchill Asset Management is a registered investment advisor and an affiliate of Nuveen, LLC.

The information presented herein is confidential and proprietary. This material is approved for one-on-one presentations by
authorized individuals only and, accordingly, this material is not to be reproduced in whole or in part or used for any purpose
except as authorized. This material is to be treated strictly as confidential and not disclosed directly or indirectly to any party other
than the recipient. This material is not approved for public use or distribution.

This material is not intended to be a recommendation or investment advice, does not constitute a solicitation to buy, sell or hold a
security or an investment strategy, and is not provided in a fiduciary capacity. The information provided does not take into
account the specific objectives or circumstances of any particular investor, or suggest any specific course of action. Financial
professionals should independently evaluate the risks associated with products or services and exercise independent judgment
with respect to their clients.

TIAA and Nuveen products may be subject to market and other risk factors. See the applicable product literature, or visit tiaa.org
for details.

Investments in middle market loans and junior capital are subject to certain risks. Please consider all risks carefully prior to
investing in any particular strategy. These investments are subject to credit risk and potentially limited liquidity, as well as interest
rate risk, currency risk, prepayment and extension risk, inflation risk, and risk of capital loss.

Nuveen products may be subject to market and other risk factors. See the applicable product literature, or visit Nuveen.com for
details.

Investments in middle market securities are subject to certain risks. Please consider all risks carefully prior to investing in any
particular strategy. These investments are subject to credit risk and potentially limited liquidity, as well as interest rate risk,
currency risk, prepayment and extension risk, inflation risk, and risk of capital loss.

Responsible investing incorporates Environmental Social Governance (ESG) factors that may affect exposure to issuers, sectors,
industries, limiting the type and number of investment opportunities available, which could result in excluding investments that
perform well.

This presentation shall not constitute an offer to sell or the solicitation of any offer to buy the interests (“Interests”) in the
Proposed Fund, which may only be made at the time a qualified offeree receives a Confidential Private Placement Memorandum
describing the offering and related Subscription Agreement. These securities shall not be offered or sold in any jurisdiction in
which such offer, solicitation or sale would be unlawful until the requirements of the laws of such jurisdiction have been satisfied.

This material is not intended to be a recommendation or investment advice, does not constitute a solicitation to buy, sell or hold a
security or an investment strategy, and is not provided in a fiduciary capacity. The information provided does not take into
account the specific objectives or circumstances of any particular investor, or suggest any specific course of action. Financial
professionals should independently evaluate the risks associated with products or services and exercise independent judgment
with respect to their clients.

Market forecasts are subject to uncertainty and may change based on varying market condition, political, and economic
developments.

Performance data shown represents past performance and does not predict or guarantee future results. Current
performance may be lower or higher than the performance presented herein. No representation is made that any investment or
investor will or is likely to achieve its objective or that any investment or investor will or is likely to achieve results comparable to
those shown or will make any profit at all or will be able to avoid incurring substantial losses.

Please consult the Limited Partnership Agreement, Subscription Agreement, Private Placement Memorandum or other related
documentation prior to investing.

TIAA® is a registered trademark of Teachers Insurance and Annuity Association.
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