
FEBRUARY 2026

stepstonegroup.com

Recent trends in 
corporate direct 
lending 2H25



2 |  Recent trends in corporate direct lending, 2H25

Fundraising: Private debt fundraising remained healthy in 
2025, with Europe rebounding as investors diversified away 
from the US, where fundraising weakened. Evergreen vehicles 
(e.g., BDCs) continued to grow rapidly, broadening the investor 
base but reinforcing deployment pressure.

Volume: Direct lending volumes remained within historical 
norms, but slower M&A and weak private equity exits 
constrained LBO activity. Refinancings, add-ons and dividend 
recaps continued to represent a substantial share of the 
volume. A sustained M&A recovery is the key to improved 
market balance in 2026.

Return drivers: Returns softened modestly versus 2024, 
driven by lower base rates and tighter spreads, not credit 
losses. Gross yields remain between 9–10% and above long-
term averages, supported by still-elevated base rates and 
lower potential for further spread tightening.

Credit risk: Borrower fundamentals improved incrementally, 
with stable leverage, declining LTVs and recovering interest 
coverage ratios. Defaults rose from 2022 trough levels but 
remain constrained and below historical averages, supporting 
a constructive outlook into 2026.

Relative value: Public credit spreads have tightened sharply 
and valuations appear stretched, leaving limited margin for 
error. Direct lending continues to offer a meaningful premium 
versus leveraged loans and high yield, reinforcing its role as a 
core allocation in credit portfolios.

Executive summary
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Fundraising to remain healthy; 
strong growth for evergreen funds
Private debt fundraising remained healthy in 2025 and total 
capital raised is likely to reach 2024 levels. This would leave 
fundraising below the stellar years of 2021 and 2022 but within 
historical norms (Figure 1). Notably, European fundraising 
rebounded after a weaker 2024, as investors looked to 
diversify from the US. Fundraising in the US, by contrast, 
weakened in 2025.

Direct lending fundraising 
and deal volume

Source: Preqin, as of November 2025. 

FIGURE 1: �GLOBAL PRIVATE DEBT FUNDRAISING
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Source: Preqin, as of November 2025.

FIGURE 2: �GLOBAL PRIVATE DEBT FUNDRAISING SHARE  
BY STRATEGY
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Evergreen funds, including BDCs, have experienced strong 
fundraising as private lenders tap the private wealth channel 
and diversify beyond traditional institutional capital. This influx 
of capital has intensified deployment pressure in the direct 
lending market, as evergreen vehicles must deploy quickly 
to limit cash drag and avoid performance dilution. With 
evergreen products poised to expand significantly in the years 
ahead, these deployment pressures will likely persist.

Direct lending remains the preferred strategy for private debt 
allocations, though investors are increasingly exploring other 
opportunities within the asset class (Figure 2). Even so, direct 
lending is expected to stay a core allocation, as continued 
fundraising success sustains strong demand for corporate 
loans and maintains deployment pressure for managers.

Direct lending volume within 
historical norm 
Direct lending deal volume stayed within historical norms 
in 2H25, despite a decrease from the near-record levels of 
4Q24. US trade policies most affected 2Q25, acting as a brake 
on activity for private equity sponsors, who spent more time 
looking at potential vulnerabilities in their existing portfolio 
companies than focusing on new opportunities. With some 
of this uncertainty abating in the second half of 2025, direct 
lenders saw an increase in deal flow and some evidence of 
busier pipelines going into 2026. (Figure 3).

Source: Refinitiv LPC, as of December 2025.  
Note: Only middle market transactions. 

FIGURE 3: �US DIRECT LENDING SPONSORED MIDDLE-
MARKET VOLUME
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Although direct lending transaction volume remained strong, 
M&A deal flow fell below long-term averages in the first 
half of the year, missing expectations for an earlier rebound 
as heightened uncertainty following the “Liberation Day” 
announcement dampened activity. M&A volumes rebounded 
in the second half of 2025 and could carry that momentum into 
2026 if uncertainty continues to ease (Figure 4). Nonetheless, as 
private equity exits remain sluggish and managers prioritize buy-
and-build strategies, direct lenders are experiencing a higher 
share of deal activity in upsizes and add-ons.

Source: Refinitiv LPC, as of December 2025.

FIGURE 4: �US SPONSORED MIDDLE-MARKET M&A VOLUME
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Source: Refinitiv LPC, as of December 2025.
Note: Includes large-cap and middle-market direct lending transactions. 

FIGURE 5: �US SPONSORED DIRECT LENDING VOLUME -  
NEW MONEY VS. REFINANCING
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over public markets. As a result, repricing activity in the direct 
lending market may decline in 2026, following several years of 
elevated activity that contributed to spread tightening across 
existing credit portfolios.

Dividend recapitalizations accounted for a growing share of 
direct lending issuance in 2025, although they still represented 
a small portion of total volume (Figure 6). Sponsors increased 
their use of dividend recaps as limited exit opportunities 
pushed them to rely more heavily on alternative liquidity 
solutions to support LP distributions. Looking ahead to 
2026, sponsors are expected to continue using dividend 
recapitalizations at above-historical levels unless exits and 
broader M&A activity accelerate materially, helping private 
equity managers sustain LP distributions.

A pickup in M&A activity could materially improve capital 
deployment and help rebalance loan supply and demand, easing 
the capital overhang that followed several successful fundraising 
cycles for direct lenders in 2025.

Refinancing’s share of direct lending increased in 2025, 
surpassing pre-tightening levels (Figure 5). With more debt 
maturing, refinancing is expected to remain a meaningful 
driver of direct lending volumes into 2026.

That said, refinancing volumes may ease modestly in 2026 
relative to 2025. Further material spread tightening is unlikely, 
as direct lending must continue to offer a meaningful premium Source: Refinitiv LPC, as of December 2025.

Note: Includes large-cap and middle-market direct lending transactions. 

FIGURE 6: �US SPONSORED DIRECT LENDING VOLUME  
BY PURPOSE
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Private equity exits slow in 2025; 
Distributions remain low
Amid elevated uncertainty in 2025, private equity managers 
did not realize the widely anticipated wave of exits expected 
to unlock liquidity for LPs. Instead, exit activity remained 
subdued and is on track to finish the year below 2024 levels 
in the middle market, as valuations limited attractive exit 
opportunities (Figure 7). This contributed to the slower-than-
expected pace of M&A activity throughout 2025.

Direct lending 
return drivers
Direct lending returns  
remain resilient
Direct lending returns moderated in 2025, declining from 11.7% 
at year-end 2024 to 10.5% as of September 2025 (Figure 9). 
The pullback reflected lower base rates and ongoing spread 
compression rather than a rise in realized losses. Even so, 
total returns remain resilient and above long-term averages, 
supported by still-elevated—though easing—base rates that 
continue to generate income above pre-pandemic levels.

Source: PitchBook, as of September 2025.   
Note: Middle market defined as transactions between $25 million and  
$1 billion.

FIGURE 7: US PRIVATE EQUITY MIDDLE MARKET EXIT
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FIGURE 8: �PRIVATE EQUITY DISTRIBUTIONS

Source: SPI by StepStone.
Note: Full dataset and average annual distributions calculation covers from 4Q99 to 3Q25. Data set includes 3,481 global private equity funds. 
Distributions % of NAV calculated as annual global private equity distributions as a percentage of total NAV from the prior year. YTD distributions are 
divided by the NAV at the end of the prior year.
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As a result, distributions have remained historically low, at 8% 
year-to-date as of September 2025—well below the long-term 
average of 21% (Figure 8). In response, some private equity 
LPs have scaled back new commitments to the asset class, 
weighing on fundraising and, in turn, deal activity. To address 
liquidity constraints, managers have relied on NAV loans, 
continuation funds and dividend recapitalizations. Ultimately, 
breaking the current exit logjam will be critical for both 
sponsors and lenders to see deal activity recover meaningfully.

FIGURE 9: �US DIRECT LENDING 4-QUARTER TRAILING  
% RETURNS (CDLI-S)
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Looking ahead, base rates in the US and UK are expected 
to decline modestly, while spreads are unlikely to tighten 
meaningfully. Spreads may even widen over the course of 
2026, which would support direct lending total returns. This 
outlook is reinforced by persistently low realized losses, a trend 
expected to continue into 2026.

Unrealized losses have historically risen several quarters before 
realized losses and broader return pressure. As of September 
2025, net unrealized losses totaled -0.25% on an LTM basis, 
signaling that private lenders do not expect a meaningful 
deterioration in borrower performance (Figure 10). With net 
realized losses of roughly -0.4% over the same period, direct 
lending returns appear unlikely to face material downside from 
borrower defaults absent a sharp economic downturn.

Source: Cliffwater, as of September 2025.

FIGURE 10: �US DIRECT LENDING 4-QUARTER TRAILING NET 
UNREALIZED AND REALIZED LOSSES (CDLI-S)
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Base rates to stabilize
As central banks advanced through their easing cycles, 
elevated base rates provided less of a tailwind. Nevertheless, 
policymakers are expected to keep rates relatively high by last 
decade’s standard, which should continue to support gross 
asset yields (Figure 11). The ECB is widely viewed as having 
concluded its easing cycle, with policy rates at 2%. In contrast, 
investors expect the Federal Reserve and the Bank of England 
to implement additional rate cuts between 25 to 50bps in 2026.

Contractual spreads & OIDs 
continue to be tight
Primary spreads have moderated meaningfully from their 
2023 highs, with pricing now showing limited differentiation 
across market segments. In the US, contractual spreads 
generally range between 450 and 550bps, while European 
spreads are typically 25–50 bps wider, reflecting a higher 
proportion of unitranche structures (Figure 12). Original Issue 
Discounts (OIDs) have also compressed, with US transactions 
priced at approximately 1.0–1.5% and European transactions at 
1.5–2.5%—about 50 basis points tighter in both regions than 
12–18 months ago.

Source: Bloomberg, as of December 2025.
Note: Dotted lines indicate forward base rates.

FIGURE 11: SPOT AND FORWARD BASE RATES
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FIGURE 12: �MEDIAN DIRECT LENDING FIRST-LIEN LOANS 
CONTRACTUAL SPREADS
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Source: Kroll StepStone Private Credit Benchmarks, as of November 2025.
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These trends have pressured gross spreads (contractual 
spread + OID/3) as private lenders deploy significant amounts 
of capital raised during an extended strong fundraising cycle. 
Gross spreads have consequently compressed by roughly  
75–100bps, from around 600–650bps in the US and 650–
700bps in Europe.

Spread compression has been broad-based across the lower 
middle and upper middle market. Notably, the historical 
premium associated with the lower middle market has 
narrowed, with median contractual spreads now converging 
towards 500bps (Figure 13).

At the same time, the tailwind from higher contractual spreads 
has further diminished as a meaningful share of existing loans 
has been repriced, placing additional pressure on portfolio-
level spreads. With pricing differentials across market 
segments narrowing, disciplined deal selection has become 
increasingly important to preserve risk-adjusted returns.

Looking ahead, material near-term movement in spreads 
appears unlikely. Private lenders have limited scope to tighten 
pricing further while remaining competitive relative to public 
markets. Conversely, any meaningful widening would likely 
require a sustained increase in deal flow, which may take  
time to materialize. That said, a partial reversal of recent 
spread tightening could emerge in 2026, if deal volumes 
increase, expanding the opportunity set and reducing 
competitive pressure. 

Gross asset yields remain 
attractive and above long-term 
averages
Direct lending gross asset yields remain above historical 
averages, currently hovering between 9 and 10%, despite 
moderating spreads and interest rates (Figure 14). Yields 
are expected to stabilize above long-term averages in 2026, 
supported by limited additional rate cuts and the stabilization 
(and potential normalization) of gross spreads.

Source: Kroll StepStone Private Credit Benchmarks, as of November 2025. 
Note: OID is amortized over 3 years.

FIGURE 14: DIRECT LENDING FIRST-LIEN GROSS ASSET YIELDS

200

400

600

800

1,000

1,200

1Q
16

3Q
16

3Q
25

1Q
21

1Q
25

3Q
20

3Q
24

1Q
20

1Q
24

3Q
19

3Q
23

1Q
19

1Q
23

3Q
18

3Q
22

1Q
18

1Q
22

3Q
17

3Q
21

1Q
17

US

bp
s

Europe

1Q
16

3Q
16

3Q
25

1Q
21

1Q
25

3Q
20

3Q
24

1Q
20

1Q
24

3Q
19

3Q
23

1Q
19

1Q
23

3Q
18

3Q
22

1Q
18

1Q
22

3Q
17

3Q
21

1Q
17

Base rate Contractual spread OID

FIGURE 13: �US DIRECT LENDING FIRST LIEN CONTRACTUAL 
SPREADS BY MIDDLE MARKET SEGMENT
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Stable underwriting credit metrics, 
showing signs of recovery
Credit metrics have shown signs of stabilization and gradual 
improvement since 2H24. Total leverage has remained broadly 
stable at 5.0x in the US, with slightly lower levels in Europe 
(Figure 15). This is roughly 0.5x below the 2021–22 peak 
of ~5.5x, when deal activity was at its strongest. LTVs have 
continued to trend downward over recent quarters, typically 
ranging between 38% and 42%, providing lenders with a 
meaningful equity cushion.

Loan documentation continues to 
favor borrowers
Borrower-friendly conditions persisted into the second 
half of 2025 as an imbalance between capital supply and 
loan demand allowed borrowers greater influence over 
lending terms. This has led to increased use of covenant-
lite structures, PIK toggles, synthetic PIK mechanisms and 
portability provisions, among others. Term flexibility, however, 
has not been uniform across the market. Large-cap and upper 
middle-market borrowers have generally benefited from 
greater leniency, reflecting their perceived credit strength 
relative to smaller borrowers.

While PIK income has remained broadly stable since 
COVID-19, the growing prevalence of loans with PIK 
optionality suggests that PIK is unlikely to decline meaningfully 
in the near term (Figure 17). On the contrary, the expanded 
use of PIK toggles, even when primarily offered to larger and 
more established borrowers, could lead to a gradual increase 
in PIK usage.

Direct lending credit risk

FIGURE 15: �DIRECT LENDING FIRST LIEN NEW 
TRANSACTIONS TOTAL LEVERAGE

Source: Kroll StepStone Private Credit Benchmarks, as of November 2025.
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Interest coverage ratios (ICRs), which declined materially 
during the 2022–23 tightening cycle, have begun to recover 
as base rates have eased and pressure on borrowers has 
moderated. For new US and European transactions, ICRs 
currently range between 2.2x and 2.4x, representing an 
improvement of approximately 0.2x to 0.3x from the 2023 
troughs (Figure 16).

FIGURE 16: �DIRECT LENDING FIRST- LIEN NEW 
TRANSACTIONS INTEREST COVERAGE RATIOS 
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Source: Cliffwater, as of September 2025.

FIGURE 17: US DIRECT LENDING PIK AS % OF TOTAL INCOME
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Covenant-lite structures have become increasingly common 
among larger borrowers in direct lending who are generally 
considered to have stronger credit profiles (Figure 18). Private 
lenders often compete directly with the cov-lite syndicated 
loan market for these borrowers and have adopted similar 
documentation standards to remain competitive.

Middle market borrowers’ 
financial health
Revenue and EBITDA growth softened in 2025, reflecting a 
more challenging environment, especially at the start of the 
year (Figure 19). That said, year-over-year EBITDA growth 
stabilized and began to edge higher, suggesting that the worst 
of the slowdown may have passed.

The consumer sector was the most pressured segment in early 
2025, posting negative earnings in 1Q25 and only marginally 
positive results in 2Q25 and 3Q25. Fourth quarter trends, 
however, point to a potential recovery. Recent macroeconomic 
data indicating robust US consumer spending could support 
further improvement, though any material deterioration in labor 
market conditions could undermine consumer confidence. 
If coupled with a negative wealth effect stemming from a 
potential financial market drawdown, this would likely weigh on 
consumer spending and, in turn, retail sector earnings.

More broadly, middle-market companies—which 
demonstrated strong resilience in 2024—are now experiencing 
a gradual moderation in earnings. While this trend may 
pressure the financial stability of certain borrowers heading 
into 2026, earnings across the middle market remain generally 
positive. All major sectors returned to positive growth by the 
second half of 2025, and conditions could improve further if 
macroeconomic uncertainty continues to recede and business 

Source: Cliffwater, as of June 2025.

FIGURE 18: �US DIRECT LENDING COV-LITE SHARE BY 
EBITDA SEGMENTS
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Importantly, the absence (or presence) of covenants does 
not alone determine the strength of lender protections. 
Factors such as covenant headroom, structural seniority 
and overall credit quality are equally important in shaping 
risk-adjusted returns. Thus, the broader adoption of cov-lite 
documentation is not inherently problematic, particularly given 
the relationship-driven nature of direct lending, where lenders 
maintain active engagement with borrowers and can be 
proactive regardless of covenant status.

Source: Golub Capital Middle Market Report 3Q25. 
Note: The Golub Capital Altman Index measures the median revenue and earnings growth of more than 150 private US companies in the loan portfolio 
of Golub Capital, a leading middle market lender. The Industrials sector has been excluded for 2Q25 due to low sample size, but industrial borrowers are 
still present in the overall index.

FIGURE 19: �US MIDDLE MARKET GROWTH TRENDS
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confidence—and therefore economic activity—recovers from 
the drag experienced earlier in the year.

Consistent with trends observed in new originations, credit 
metrics across existing portfolios have stabilized and modestly 
improved in recent quarters (Figure 20). Across both the 
US and Europe, total leverage declined by approximately 
0.25–0.5x, while interest coverage ratios have increased by 
roughly 0.25x. Although incremental, these improvements 
represent a constructive development for middle-market 
financial resilience and are expected to continue as lower base 
rates filter through in 2026.

The stabilization—and early recovery—of interest coverage 
ratios, together with steady or slightly declining leverage and 
LTV ratios, points to easing pressure on borrowers’ balance 
sheets. If sustained, these dynamics could translate into a 
gradual reduction in credit risk over time. That said, prudent 
portfolio diversification and asset selection remain essential 
for managing downside risk.

Payment defaults in direct lending have remained relatively 
contained, though they have increased in recent quarters 
and currently range between 1.0% and 2.0% depending on 
the underlying sample and data provider. While higher than 
the unusually low levels seen in 2022, defaults remain below 
historical averages and broadly in line with the leveraged loan 
market, only modestly above the post-pandemic trough.

Using a broader definition that includes PIK, payment deferrals 
and extensions, lenders have reduced the share of under-
performing assets from around 6% in 2023 to roughly 4.5% 
by late 2025 (Figure 21). Some gradual normalization of 
payment defaults toward historical averages is possible and 
likely, particularly as weaker borrowers underwritten before the 
tightening cycle—or sustained through measures such as PIK—
continue to face pressure and potentially transition into payment 
default. Even so, we expect defaults to have only a limited 
impact on overall portfolio returns, especially if macroeconomic 
conditions remain supportive.

Source: S&P Global, as of December 2025. 
Note: Underperformers broaden the scope of default to include PIK, 
payment deferrals and extensions.

FIGURE 21: US DIRECT LENDING DEFAULT RATES
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Source: Kroll StepStone Private Credit Benchmarks, as of October 2025.

FIGURE 20: OUTSTANDING BORROWERS TOTAL LEVERAGE & INTEREST COVERAGE RATIOS
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Financial markets remain “risk-on”
Financial markets recovered in 2H25, after a volatile start to 
the year. US assets, having lagged European markets earlier—
contributed to the rebound. Market volatility across both 
equities and government bonds declined materially, as reflected 
in lower readings of the VIX and MOVE indices. Investor 
sentiment has been increasingly skewed toward positive 
developments, with markets showing a growing tendency to 
quickly reverse drawdowns following negative news.

Against this “risk-on” backdrop, public markets delivered 
robust performance in 2025 (Figure 22). But risks remain 
elevated, with limited margin for error as valuations across 
both equity and credit markets appear stretched. While 
spreads in direct lending have tightened, compression has also 
been high in the leveraged loan and high-yield bond markets, 
where spreads are now close to historical lows. In this context, 
direct lending continues to offer an attractive relative value 
proposition and a meaningful spread premium within credit 
portfolios (Figure 23).

Looking ahead to 2026, direct lending is expected to continue 
delivering returns above long-term averages, supported by 
still-elevated base rates, the potential stabilization (or modest 
widening) of gross spreads, and a relatively benign default 
environment. These dynamics may position the asset class to 
continue providing stable and attractive risk-adjusted returns, 
consistent with its long-term track record (Figure 24).

Relative value of direct lending

Source: Leveraged Loans: LCD Morningstar Leveraged Loans Indices; 
High Yield - Bloomberg High Yield Indices; Investment Grade - 
Bloomberg Investment Grade indices; Equity - S&P 500 and MSCI 
Europe, as of December 2025. 

FIGURE 22: 2025 PUBLIC TOTAL RETURNS
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Bloomberg, as of November 2025. 
Note: US BSL uses the Morningstar US Leveraged Loan B- and Above 
index. The US High Yield uses the Bloomberg B and BB High Yield 
Indices, weighted by Total Market Value.

FIGURE 23: US DIRECT LENDING SPREAD PREMIUM
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Direct lending in 2025 was shaped by relatively resilient 
fundraising, tight lending terms, and continued deployment 
pressure amid slower M&A activity. Fundraising remained 
healthy, supported by a rebound in Europe and strong growth 
in evergreen vehicles, but the resulting capital overhang 
reinforced a competitive, borrower-friendly environment and 
contributed to further spread and OID tightening. Although 
overall deal volumes remained within historical norms, 
sponsors concentrated activity in refinancings, add-ons 
and dividend recapitalizations rather than traditional LBOs, 
reflecting persistently muted exit activity.

Direct lenders generated resilient returns despite a moderation 
from 2024 levels. Lower base rates and tighter spreads—not 
credit losses—drove the decline. Gross asset yields remain 

above historical averages and should continue to support 
performance as central banks maintain policy rates at levels 
that exceed those of the past decade. With spreads stabilizing 
and M&A activity likely to recover, the market could see 
modest widening over time. 

Managers have strengthened credit fundamentals incrementally. 
They have kept leverage and LTVs contained, improved interest 
coverage ratios and managed default rates at levels below long-
term averages. Against a backdrop of stretched public equity 
valuations and compressed spreads in leveraged loans and high 
yield, direct lending continues to offer compelling relative value. 
Entering 2026, private credit stands well positioned to deliver 
stable, attractive risk-adjusted returns.

FIGURE 24: HISTORICAL TOTAL RETURN ACROSS ASSET CLASSES

Sources: Bloomberg and Cliffwater, as of September 2025. For illustrative purposes only. 
Note: The chart shows annual index total returns in USD for the following indices: US DL - Cliffwater Direct Lending Index, US EQ – S&P 500, EU 
EQ - MSCI Europe Index, US HY - Bloomberg US High Yield Index, EU HY - Bloomberg Pan-European High Yield Index, US IG - Bloomberg US 
Corporate Index, EU IG - Bloomberg Pan-European Corporate Index, US LL – Morningstar LCD US Leveraged Loan Index, EU LL – Morningstar LCD EU 
Leveraged Loan Index.

Conclusion 

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 
YTD Ann. Volatility

EU HY 
84.4%

US LL 
51.6%
EU LL 
43.4%

US EQ 
26.3%

EU EQ 
32.6%

US EQ 
31.5%

EU EQ 
16.6%

US EQ 
26.5%

EU HY 
27.9%

EU EQ 
26.9%

EU LL 
13.5%

US IG 
18.7%

EU EQ 
18.1%

US IG 
14.5%

US EQ 
18.4%

US HY 
13.4%

US EQ 
14.8%

EU EQ 
20.2%

US IG 
-4.9%

EU IG 
15.5%

US EQ 
16.0%

US EQ 
32.4%

US HY 
17.1%

US EQ 
21.8%

US HY 
14.3%

US IG 
9.9%

US EQ 
28.7%

US LL 
13.3%

EU EQ 
13.0%

US EQ 
15.8%

EU IG 
-5.6%

US DL 
13.2%

US HY 
15.8%

EU EQ 
20.5%

US EQ 
13.7%

EU EQ 
8.8%

US EQ 
12.0%

EU EQ 
10.9%

EU HY 
11.4%

US HY 
7.1%

EU EQ 
25.8%

EU HY 
12.3%

US EQ
25%

US HY 
7.2%

US EQ 
11.0%

US DL 
13.7%

US DL 
10.2%

US DL 
-6.5%

US DL 
13.2%

US DL 
15.8%

US DL 
9.8%

US DL 
14.0%

US DL 
12.7%

US DL 
9.6%

US DL 
5.5%

US DL 
11.2%

US DL 
8.6%

US DL 
8.1%

US DL 
9.0%

US DL 
5.5%

US DL 
12.8%

US DL 
6.3%

US DL 
12.1%

US DL 
11.3%

US DL 
7.0%

US DL 
9.6%

US DL 
3.4%

US HY 
11.8%

USEQ 
5.5%

US HY 
-26.2%

EU HY 
15.3%

US IG 
8.1%

EU IG 
13.7%

EU HY 
10.2%

EU IG 
9.1%

EU LL 
5.5%

US LL 
10.2%

US HY 
7.5%

EU LL 
1.3%

US LL 
8.6%

EU IG 
3.7%

US HY 
5.3%

US LL 
-0.8%

US IG 
8.5%

EU EQ 
9.3%

US IG 
6.9%

EU EQ 
7.1%

EU IG 
5.1%

EU HY 
11.0%

EU EQ 
3.2%

US LL 
-29.1%

US HY 
15.1%

US HY 
5.0%

US IG 
9.8%

EU LL 
8.6%

US IG 
7.5%

EU HY 
1.7%

EU HY 
9.0%

EU HY 
6.8%

US LL 
0.4%

EU IG 
6.7%

US LL 
3.1%

US LL 
5.2%

EU LL 
-3.5%

EU IG 
8.2%

EU LL 
9.2%

US LL 
4.6%

US HY 
6.7%

US IG 
6.7%

US LL 
6.7%

US IG 
4.6%

EU LL 
-30.0%

US EQ 
15.1%

EU IG 
2.6%

US LL 
9.7%

US HY 
7.4%

EU EQ 
7.4%

US EQ 
1.4%

US IG 
6.1%

US IG 
6.4%

EU IG 
-1.6%

EU LL 
4.9%

EU LL 
2.4%

EU LL 
5.2%

EU EQ 
-8.9%

US LL 
9.0%

EU HY 
4.6%

EU HY 
6.5%

US LL 
9.3%

EU LL 
6.4%

US LL 
2.1%

EU HY 
-32.1%

EU EQ 
11.7%

US EQ 
2.1%

EU LL 
9.7%

US LL 
5.3%

EU HY 
5.7%

EU IG 
-0.3%

EU IG 
5.9%

US LL 
4.1%

US HY 
-2.1%

EU HY 
2.3%

EU HY 
3.5%

EU HY 
-10.7%

EU HY 
8.4%

EU LL 
3.3%

US LL 
5.1%

EU LL 
9.7%"

US IG 
4.3%

US HY 
1.9%

US EQ 
-37.0%

US LL 
10.1%

US LL 
1.5%

EU IG 
2.1%

EU LL 
4.5%

US IG 
-0.7%

EU LL 
3.8%

EU LL 
3.6%

US IG 
-2.5%

EU EQ 
-2.8%

US IG 
-1.0%

US HY 
-11.2%

US HY 
8.2%

EU IG 
2.7%

EU LL 
4.4%

US HY 
10.2%

EU IG 
0.1%

EU IG 
-0.3%

EU EQ 
-43.3%

EU EQ 
9.8%

EU LL 
0.7%

US IG 
-1.5%

US HY 
2.5%

US LL 
-0.7%

EU EQ 
3.2%

EU IG 
2.7%

EU HY 
-3.6%

EU IG 
-1.5%

EU IG 
-14.6%

EU IG 
4.1%

US IG 
4.3%

EU HY 
12.7%

EU LL 
-0.6%

US IG 
9.0%

EU HY 
-2.8%

US LL 
1.6%

US HY 
-4.5%

US EQ 
-4.4%

US IG 
-15.8%

US IG 
2.1%

EU IG 
2.8%

EU EQ 
15.6%

EU HY 
-3.0%

EU IG 
5.5%

EU EQ 
-7.5%

EU EQ 
-10.0%

US EQ 
-18.1%

US EQ 
15.9%

GFC EUROZONE CRISIS RATE RAISETRUMP 1.0 
TARIFFS



13Recent trends in corporate direct lending, 2H25  |

This document is for informational purposes and is meant only to provide a broad overview for discussion purposes. This document does not constitute 
an offer to sell, a solicitation to buy, or a recommendation for any security, or as an offer to provide advisory or other services by StepStone Group LP, 
StepStone Group Real Assets LP, StepStone Group Real Estate LP, StepStone Group Private Wealth LLC, StepStone Group Private Debt AG, StepStone 
Group Europe Alternative Investments Limited and StepStone Group Private Debt LLC, their subsidiaries or affiliates (collectively, “StepStone”) in any 
jurisdiction in which such offer, solicitation, purchase or sale would be unlawful under the securities laws of such jurisdiction. The presentation is being 
made based on the understanding that each recipient has sufficient knowledge and experience to evaluate the merits and risks of investing in private 
market products. Information contained in this document should not be construed as financial or investment advice on any subject matter. StepStone 
expressly disclaims all liability in respect to actions taken based on any or all of the information in this document. This document is confidential and 
solely for the use of StepStone and the existing and potential investors or clients of StepStone to whom it has been delivered, where permitted. By 
accepting delivery of this presentation, each recipient undertakes not to reproduce or distribute this presentation in whole or in part, nor to disclose any 
of its contents (except to its professional advisors), without the prior written consent of StepStone. 

Expressions of opinion are intended solely as general market commentary and do not constitute investment advice or a guarantee of returns.  All 
expressions of opinion are as of the date of this document, are subject to change without notice and may differ from views held by other businesses  
of StepStone.

Some information used in the presentation has been obtained from third parties through various published and unpublished sources considered to be 
reliable. StepStone does not guarantee its accuracy or completeness and accepts no liability for any direct or consequential losses arising from its use.  
Thus, all such information is subject to independent verification by prospective investors. 

All information provided herein is subject to change.

All valuations are based on current values calculated in accordance with StepStone’s Valuation Policies and may include both realized and unrealized 
investments. Due to the inherent uncertainty of valuation, the stated value may differ materially from the value that would have been used had a ready 
market existed for the portfolio investments or a different methodology had been used. The long-term value of these investments may be lesser or 
greater than the valuations provided.

StepStone Group LP, its affiliates and employees are not in the business of providing tax, legal or accounting advice. Any tax-related statements 
contained in these materials are provided for illustration purposes only and cannot be relied upon for the purpose of avoiding tax penalties. Any 
taxpayer should seek advice based on the taxpayer’s particular circumstances from an independent tax advisor.

Prospective investors should inform themselves and take appropriate advice as to any applicable legal requirements and any applicable taxation and 
exchange control regulations in the countries of their citizenship, residence or domicile which might be relevant to the subscription, purchase, holding, 
exchange, redemption or disposal of any investments.  Each prospective investor is urged to discuss any prospective investment with its legal, tax and 
regulatory advisors in order to make an independent determination of the suitability and consequences of such an investment.

An investment involves a number of risks and there are conflicts of interest. Please refer to the risks and conflicts disclosed herein or in relevant 
disclosure documents associated with potential investments.

Each of StepStone Group LP, StepStone Group Real Assets LP, StepStone Group Real Estate LP, StepStone Group Private Wealth LLC and StepStone 
Group Private Debt LLC is an investment adviser registered with the Securities and Exchange Commission (“SEC”).  StepStone Group Europe LLP is 
authorized and regulated by the Financial Conduct Authority, firm reference number 551580. StepStone Group Europe Alternative Investments Limited 
(“SGEAIL”) is an investment adviser registered with the SEC and an Alternative Investment Fund Manager authorized by the Central Bank of Ireland 
and StepStone Group Private Debt AG (“SPD”) is an SEC Exempt Reporting Adviser and is licensed in Switzerland as an Asset Manager for Collective 
Investment Schemes by the Swiss Financial Markets Authority FINMA. Such registrations do not imply a certain level of skill or training and no 
inference to the contrary should be made.

In relation to Switzerland only, this document may qualify as “advertising” in terms of Art. 68 of the Swiss Financial Services Act (FinSA). To the extent 
that financial instruments mentioned herein are offered to investors by SPD, the prospectus/offering document and key information document (if 
applicable) of such financial instrument(s) can be obtained free of charge from SPD or from the GP or investment manager of the relevant collective 
investment scheme(s). Further information about SPD is available in the SPD Information Booklet which is available from SPD free of charge.

All data is as of February 2026 unless otherwise noted.

PAST PERFORMANCE IS NOT INDICATIVE OF FUTURE RESULTS. ACTUAL PERFORMANCE MAY VARY.
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