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Key Themes
In this letter, we’ll focus on the opportunities in both private   and liquid credit markets.
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Executive Summary
In 2024, we think the conditions are ripe among the most
attractive new vintages and opportunities in some time across the credit spectrum, including private and publicly traded
credit. Lenders should continue to benefit from relatively
scarce capital conditions to reach high-quality borrowers on   attractive terms. Asset buyers, on the other hand, are likely to engage in more transactions as valuations come down, and
the transactions are likely to be less reliant on leverage. It’s also important to remember that not all private debt is corporate.   Asset-based finance offers important, diversifying exposure    to non-corporate cash flows, and both the asset class and the opportunities it offers are growing as banks continue to pull
back on collateral-based lending.
However, there is also fear in the market. This largely concerns existing
portfolios, and we believe it is in some ways legitimate. We expect further
deterioration in corporate fundamentals as businesses continue to adjust
to a higher-for-longer interest rate and inflation environment. However, we do not foresee a collapse or a sweep of defaults in either public or private credit
markets, nor do we see the trend toward financing in private markets
completely reversing as syndicated markets thaw. Private credit has a place
in the market now, and it will continue to. As we have said before, we believe
public and private credit markets are likely to coexist, rather than supplant one another. We think there will be a strong bifurcation and increasing dispersion
between lenders who balanced risk in the good times by lending to high-quality, larger companies with resilient business models and capital structures and
those who did the opposite.
Fears about deteriorating fundamentals are also a major issue for public credit markets, but here again, we see worry overshadowing a view of the available  opportunity. As conviction on the future path of interest rates builds and
inflation wanes, duration is starting to become more interesting again. We
are starting to shift our allocation toward high yield bonds, an asset class that has derisked in important ways over the last decade and may offer different opportunities than many investors expect.
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[bookmark: bookmark4]Introduction
2023 was a year of paralyzing unease in credit markets and beyond. As inflation spiraled and the U.S. Federal
Reserve, European Central Bank (ECB) and other
international central banks sent interest rates soaring
to try to tame it, many old assumptions about the cost
and availability of capital came up for reconsideration.
Transactions and the pace of investment slowed as
everyone waited to see what would become of interest   rates. Capital was at a premium, and private lenders with deep pools and flexible capital had the opportunity to
lend to high-quality businesses on advantageous terms.
Likewise, in public markets, periods of dislocation with
low prices, high spreads and high yields created attractive entry points for credit investors in 2023.
The accepted wisdom now is that interest rates will remain higher for longer in the United States and Europe. In the
United States, there is also more consensus around the
idea that the Fed’s rate hikes are having their desired
effect; slowing the economy and tamping down inflation. In our last market review, we wrote about how this increased  clarity was encouraging a modest pickup in capital markets activity. Heading into 2024, we still see signs that activity
is picking up in certain corners of the market, but there is
by no means a stampede to deploy and transact. Clarity
has not yet translated into conviction. Most investors and    allocators have not experienced a prolonged period of high interest rates and structural inflation before and do not
have a playbook or toolkit to fallback on.
What’s left is a different kind of fear. The old fear centered around whether central banks could tame inflation
without engineering a hard landing. The new fear is
whether existing borrowers are still creditworthy in a
new macroeconomic reality, or whether we stand on the  precipice of a rush of defaults. Many investors are waiting to see what the answer is, loathe to deploy capital just
before a default wave hits. A similar line of thinking holds true for private equity and other private asset classes:
Can the deals of yesteryear still work with higher rates?
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