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

NOTES

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unpublished sources considered to be reliable.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 October 2024, unless otherwise stated
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What is Private 
Debt?



Private Credit 
Loan

4

Potential borrower 
benefits of private credit

 Flexibility in financing 

 Speed of execution

 Access to capital

 Customized solutions 

 Confidentiality and privacy 

 Relationship-based approach

The motivation behind private credit 

Private credit is a form of debt financing offered by non-bank lenders that is not issued or 
traded within the traditional public markets

Private credit 
loans have the 
potential to be 
defensively 
positioned with 
strong equity 
cushions  

Equity 
Cushion

STEPSTONE GROUP
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Significant expansion of private debt market

5

1. Source: Preqin, as of January 2024.
2. Source: LCD, as of December 2023.

Private debt sector has
reached $1.6T in market size
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Global private debt market expansion as bank lending 
declines
USA Europe Asia

STEPSTONE GROUP

$806B
High yield bonds2

$1,314B
Syndicated loans2

$1,080B+
Private debt1

Data as of September 2022, unless otherwise noted. 
1. Total Market Size Private Debt - Preqin. Total Market Size for Private Debt covers Direct Lending, Mezzanine, Special Situations, Distressed Debt, Fund of Funds and Venture Debt as of June 2023. 
2. Source: High Yield Bonds based on Credit Suisse High Yield index, Bloomberg as of June 2023. Syndicated Loans – LCD. Total Market Size for Syndicated Loans covers senior secured term loans with minimum initial 

term of one-year, minimum initial spread* of 125 basis points, with original funding amount of at least $ 50M and bought and held by an institutional investor as of June 2023. *Spread refers to the difference in yield 
between syndicated loans and high yield bonds. The spread is typically expressed in basis points (bps), where 1 basis point equals 0.01%.

3. Source: Bloomberg Asia High Yield Bond Index. 
4. Source: SSG estimates. 
5. Based on SSG’s observations and Preqin market size for Asia Direct Lending, data as of September 2022.

Bank (~15%)

$288B
High yield bonds2

$290B
Syndicated loans2

$459B+
Private debt1

Bank (~40%)

$124B
High yield bonds3

$240B
Syndicated loans4

$75B+
Private debt5

Bank (~60%)



7

$2,586

$485

$0

$500

$1,000

$1,500

$2,000

$2,500

$3,000

Growing demand for private financing 

Dry powder1

($ in billions) 

2001 2023*

1. “Dry powder” refers to cash reserves or liquid assets that are readily available for investment. The term is often used in the context of private equity, private credit, venture capital, or investment funds.
As of December 1, 2023.
*Year to date through December 1, 2023. Analysis includes aggregate dry powder of global private equity funds with vintage year between 2000 and 2023. Dry powder data is supplement by Preqin. 
Source: S&P Global Market Intelligence 

The ratio of private equity to private credit dry powder1  signals strong future demand dynamics.

STEPSTONE GROUP

Private Equity

Private Credit



Growing need for liquidity

8STEPSTONE GROUPFor illustrative purposes only.

Capital providers
Help to identify best relative 
value for investors across 
different opportunities as 

they arise

Optionality from dislocation

Supply demand dynamics drive investment opportunity

Cash liquidity need given current 
economic environment

Opportunistic financing solution

Corporates

Private 
equity GPs Capital 

requirements 
due to regulation

Sale of portfolio 
of loans /SRT

Banks

Liquidity need to reallocate portfolio

Acquire LP stakes at discount

LPs

Private debt GPs

Dislocation – stakeholder’s capital need

Potential transaction solving capital need

20240923-3869903-12307576



Addressing Potential Risks



Too much too quickly?

10STEPSTONE GROUP
Source(s): 1. Preqin, Credit Suisse, Pitchbook LCD, Bloomberg, StepStone Group, as of June 2024. * Refers to United States and Europe combined. 2. Preqin, As of July 2024. 3. Preqin, 
Federal Reserve Board, ECB, as of July 2024. * “Bank Corporate Loans” refer to “Commercial and Industrial Loans”, as defined by the Federal Reserve Board. ** “Bank Corporate Loans” 
refer to “Loans vis-à-vis Euro-Area NFCs reported by MFIs excl. ESCB in the Euro-Area”, as defined by the European Central Bank.
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11STEPSTONE GROUPSource: Bloomberg, Pitchbook LCD and Refinitiv, as of June 2024. Long term average is calculated between 2003 and Q2 2024
1. Gross Spread includes original issued discount (OID) 2.Expected long-term risk-adjusted spread after deducting expected and stressed loss rates 3. Stressed spread during GFC

Relative attractiveness compared to public markets
Public market: Spreads below historical average 
Public markets are priced for perfection
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Private market: Superior credit spreads
US Direct Lending 1st lien: Low duration with  attractive risk-adjusted spreads
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Contagion risk and source of funding 

12STEPSTONE GROUP

Share of private debt investor base1

Family offices & 
wealth managers
19%

Pension funds
28%

Foundations and 
endowments
21%

Insurances
9%

Asset & FoF 
managers
9%

Others
14%

4.1%

7.1%

6.2%

5.4%

3.6%

5.3%

Foundation /
endowment

Insurance
company

Private pension
fund

Public pension
fund

Sovereign
wealth fund

Average

2023 average private debt allocation by institutions2

Source(s): 1. IMF Financial Stability Report 2023. 2 Private Debt Investor, as of 31.12.2023



Liquidity risk and leverage 

Source: 1. StepStone Group, BDCs Factsheets, FDIC, as of 31.03.2024. 2. StepStone Group & Cliffwater, as of 31.03.2024. Estimated Loan Life is equal to: Total investments at cost / cash 
inflows from maturing loans, prepayments, and sales, as reported by Cliffwater. 3. Cliffwater as of 31.03.2024 
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Do BDCs face liquidity risk?
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Are loan valuations reliable?

14STEPSTONE GROUPSource: 1. StepStone Group, Cliffwater, as of March 31, 2024

4-quarter trailing historical unrealized and realized 
losses in private debt BDCs1
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Increasing market concentration

15STEPSTONE GROUP1. Source: McKinsey & Company Global Private Markets review 2024
2. Source: GP information
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Benefits



15%

6%
9%

17%

9%

-3%

S&P 500 High Yield Private Credit

Annualized Return Annualized Volatility

Attractive returns through multiple market cycles

17STEPSTONE GROUP

Time period September 30, 2015 – March 31, 2024.
1. “Private Credit” is represented by the Cliffwater Direct Lending Index. “High Yield” is represented by the Bloomberg US Corporate High Yield Index. Please refer to 

slide 27 for a complete list of definitions for each index.
2. Volatility is measured using standard deviation. All of the quarterly standard deviations are then annualized.
 

Equity-like returns... …with limited historical volatility/downside.

-20%

-13%

-5%

-24%

-15%

0%
S&P 500 High Yield Private Credit

COVID-19 2022

1

December 31, 2019-December 31, 2020 December 31, 2021–December 31, 20222

1



Private debt as replacement alternative to public debt and 
equity

18For illustrative purposes only.

Why private debt?

Equity-like Returns
Private Debt has historically produced equity-like returns 
with relatively smaller drawdowns 

Lower Risk / Volatility
• Valuation: 1st lien secured 
• Low growth expectations: 

Underwriting
• Interest Rates: Floating rate

Short duration and liquidity through defined cash flow
• Low duration risk due to its floating rate nature
• Liquidity / Secondary

Fi
xe

d 
in

co
m

e
Equity

GDP / economic 
growth / Inflation 

Interest rates 
development

ValuationUncertainty

Volatility Volatility
Looming risks

STEPSTONE GROUP  |  CONFIDENTIAL



Source: StepStone, as of Q4 2023.

Private credit strengths 

Private credit filling the gap

Supply / demand of credit Private Credit fills the gap left by banks’ retrenchment.  Alternative Lenders are not just taking share from banks but also from 
the public markets (syndicated loans)

Quality of assets and lending terms Private Credit firms lend to middle market businesses that are crucial to economies, like the US, at attractive lending terms 
benefiting LPs

No asset-liability mismatch Fund terms ensure that investor “Equity” capital and underlying investments match, in contrast to banks that lend with longer 
maturities financed with short term deposits 

Alignment of interest Loans originated by Private Credit Managers are held in the Manager’s investment vehicle in contrast to the bank syndication 
model (bank balance sheet holdings are minimal)

Leverage Alternative Lenders generally have minimal (1:1) leverage, whereas bank balance sheets are often levered in excess of 1:6

Downside mitigation Private Credit investments, particularly those with secured collateral or asset-backed structures, may offer a greater level of 
downside protection during market downturns compared to public equity or unsecured debt

STEPSTONE GROUP 19



Other Opportunities



Evolution of potential opportunity sets – and focus on secondaries

OpportunitiesDislocation drivers / triggers

Inflation

Interest rate rises

Geopolitcal disruptions

Capital markets closed

Recessionary environment

Maturity wall

Regulatory changes

Depressed valuations / limited PE exits

%

Consequences

Need for corporate liquidity

LPs need liquidity

Banks reducing balance sheet

PE raising debt as alternative to equity

Private debt GPs managing portfolios

Capital solutions: opportunistic 
lending, rescue financing
Good company, stretched 
balance sheet

OID, base rate, margin, 
non-call, warrants

Secondary portfolios
LP or GP in search for liquidity 

Discount (capital gain), 
running yield, equity upside, 
realization catalysts

Public market
Market sell-off, pull to par

• Pull to par (capital gain)
• Base rate, margin

Hung syndications
Sudden closure of public 
markets

• Discount (capital gain)
• Base rate, margin

Restructuring / distressed

• Discount (capital gain)
• Running yield
• Debt to equity
• Restructuring / 

amendment fees

Return driver

STEPSTONE GROUP 21
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Direct Lending focussed Opportunistic focused

Private debt secondaries opportunity

22STEPSTONE GROUP
Indicative per StepStone Research and SPI by StepStone. Values represent fund-level LP-commitments. Preqin and First Avenue Analysis, May 2023.
* 2006 actual figure per Preqin, and 2028 estimate figure provided by Preqin estimates. The opinions expressed herein reflect the current opinions of StepStone as of the date appearing 
in this material only. There can be no assurance that views and opinions expressed in this document will come to pass.

2006

$1.6T (E)

$10B (E)

2023

$2.8T (E*)

$30B (E)

2030

$139B (A)

PD AUM1

PD Secondary Market AUM2

$13 billion



US Public ABL
US Private ABL
Bank balance sheets
Off-bank balance sheets

Drivers of bank retrenchment in the asset-backed space

23STEPSTONE GROUP
Source(s): StepStone Group, Sixth Street as of 2024 Q1, For illustrative purposes only.
1. Preqin data for funds as of October 2023 which include Asset Based Finance strategy

Credit cards
Construction
C&I
Fund finance
Lender finance

Basel III endgame

Credit cards
Installment loans

Auto loans
RV / marine

Student loans
Resi solar loans

CECL reserves

Asset 
sale

SRT / 
Reg. Cap

Banks facing dual pressure
Total addressable US asset-backed market - Today

<1% private ABL funds 
market penetration 

Growth projection – AUM of private ABL Funds1

Today 2033

~$100 – $200B

~$1’000B

Potential from banks retreating



GP’s expanding to fill the void

Source: StepStone as of August 2024

Credit specialties

Asset-backed tangibles Asset-backed intangibles Other corporate

Equipment 
leasing

Transport
financing

Real Estate
debt

Trade
finance

Receivables 
/ payables

(Re-) 
insurance

Media & 
sports rights

Litigation Software 
lending

NAV 
lending

Venture 
debt

Regulatory 
capital

GPs with asset 
background

GPs with corporate 
background

GPs with distressed /  
opportunistic background

GPs expand heavily into the “Credit specialties” space, leveraging their experience to explore new avenues, and 
broadening their 'fishing pond' for opportunities due to the absence of a pronounced distressed cycle in the last 12 years

STEPSTONE GROUP 24
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Disintermediation: “the next generation”

Source(s): Apollo, as of May 2023, PIMCO, as of December 2023 and Ares, as of 2Q2023. For illustrative purposes only. 

The disintermediation of banks outside corporate direct 
lending has just started and has a long way to go

Mortgage / HELOC $12350B
Auto $1580B
Student loan $1570B
Credit card $1030B
Other $530B
NPL's $90B

Equipment finance $1160B
Data centers $225B
Aviation $175B
Life settlements $100B
Tech lending $100B
Music royalties $50B
Litigation finance $18B

US consumer market size

Select non-consumer US 
market sizes

Asset-backed financeCorporate direct lending

$100-200B dedicated offerings

$20T+ market

$1.5T dedicated 
offerings

$3T+ finance market

Credit 
specialties

STEPSTONE GROUP 25
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Credit specialties: Higher return potential / similar risk

For illustrative purposes only. Target returns are hypothetical and are neither guarantees nor predictions or projections of future performance. Future performance indications and 
financial market scenarios are no guarantee of current or future performance. 
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Risk category

HY 

Premium for
• Complexity
• Funding gap

− Non-familiarity
− Lack of consensus

Premium for
• Illiquidity
• Accessibility

Very low Low Medium Elevated
Low

High

DL/2nd 
lien& 
Mezz

Private – Credit Specialties Private – Established Markets Public Markets

DL/1st 
lien

RE 
Mezz

Infra + 
RE IG

CCC

Corp/RE Stressed

Corp Distressed/
RE NPL

TSL 
(Banks)

A portfolio of Credit Specialties strategies 
has comparable risk to DL 1st lien due to 
very low correlation amongst the 
strategies themselves

Credit 
specialties

STEPSTONE GROUP 26
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Thanks for joining!
Contact us:
Phone: 704.215.4300
Email: stepstonepwreplies@stepstonegroup.com



Risks Associated with Investments. Identifying attractive investment opportunities and the right underlying fund 
managers is difficult and involves a high degree of uncertainty. There is no assurance that the investments will be 
profitable and there is a substantial risk that losses and expenses will exceed income and gains.

Restrictions on Transfer and Withdrawal; Illiquidity of Interests; Interests Not Registered. The investment is 
highly illiquid and subject to transfer restrictions and should only be acquired by an investor able to commit its funds 
for a significant period of time and to bear the risk inherent in such investment, with no certainty of return. Interests in 
the investment have not been and will not be registered under the laws of any jurisdiction. Investment has not been 
recommended by any securities commission or regulatory authority. Furthermore, the aforementioned authorities 
have not confirmed the accuracy or determined the adequacy of this document.

Limited Diversification of Investments. The investment opportunity does not have fixed guidelines for 
diversification and may make a limited number of investments.

Reliance on Third Parties. StepStone will require, and rely upon, the services of a variety of third parties, including 
but not limited to attorneys, accountants, brokers, custodians, consultants and other agents and failure by any of these 
third parties to perform their duties could have a material adverse effect on the investment.

Reliance on Managers. The investment will be highly dependent on the capabilities of the managers.

Risk Associated with Portfolio Companies. The environment in which the investors directly or indirectly invests 
will sometimes involve a high degree of business and financial risk. StepStone generally will not seek control over the 
management of the portfolio companies in which investments are made, and the success of each investment 
generally will depend on the ability and success of the management of the portfolio company.

Uncertainty Due to Public Health Crisis.  A public health crisis, such as the recent outbreak of the COVID-19 global 
pandemic, can have unpredictable and adverse impacts on global, national and local economies, which can, in turn, 
negatively impact StepStone and its investment performance.  Disruptions to commercial activity (such as the 
imposition of quarantines or travel restrictions) or, more generally, a failure to contain or effectively manage a public 
health crisis, have the ability to adversely impact the businesses of StepStone’s investments.  In addition, such 
disruptions can negatively impact the ability of StepStone’s personnel to effectively identify, monitor, operate and 
dispose of investments.  Finally, the outbreak of COVID-19 has contributed to, and could continue to contribute to, 
extreme volatility in financial markets.  Such volatility could adversely affect StepStone’s ability to raise funds, find 
financing or identify potential purchasers of its investments, all of which could have material and adverse impact on 
StepStone’s performance. The impact of a public health crisis such as COVID-19 (or any future pandemic, epidemic or 
outbreak of a contagious disease) is difficult to predict and presents material uncertainty and risk with respect to 
StepStone’s performance.

Taxation. An investment involves numerous tax risks. Please consult with your independent tax advisor.

Conflicts of Interest. Conflicts of interest may arise between StepStone and investors. Certain potential conflicts of 
interest are described below; however, they are by no means exhaustive. There can be no assurance that any 
particular conflict of interest will be resolved in favor of an investor.

Allocation of Investment Opportunities. StepStone currently makes investments, and in the future will make 
investments, for separate accounts having overlapping investment objectives. In making investments for separate 
accounts, these accounts may be in competition for investment opportunities.

Existing Relationships. StepStone and its principals have long-term relationships with many private equity 
managers. StepStone clients may seek to invest in the pooled investment vehicles and/or the portfolio companies 
managed by those managers.

Carried Interest. In those instances where StepStone and/or the underlying portfolio fund managers receive carried 
interest over and above their basic management fees, receipt of carried interest could create an incentive for 
StepStone and the portfolio fund managers to make investments that are riskier or more speculative than would 
otherwise be the case.  StepStone does not receive any carried interest with respect to advice provided to, or 
investments made on behalf, of its advisory clients.

Other Activities. Employees of StepStone are not required to devote all of their time to the investment and may 
spend a substantial portion of their time on matters other than the investment.

Material, Non-Public Information. From time to time, StepStone may come into possession of material, non-public 
information that would limit their ability to buy and sell investments.

ESG Integration. While StepStone seeks to integrate certain ESG factors into its investment process and firm 
operations, there is no guarantee that StepStone’s ESG strategy will be successfully implemented or that any 
investments or operations will have a positive ESG impact. Applying ESG factors to investment decisions involves 
qualitative and subjective decisions and there is no guarantee the criteria used by StepStone to formulate decisions 
regarding ESG, or StepStone’s judgment regarding the same, will be reflected in the beliefs or values of any particular 
client or investor. There are significant differences in interpretation of what constitutes positive ESG impact and those 
interpretations are rapidly changing. The description of ESG integration herein is provided to illustrate StepStone’s 
intended approach to investing and firm operations; however, there is no guarantee that the processes will be 
followed in every circumstance or at all.

Performance Information. No investment decisions may be made in reliance on this document. In considering 
performance information herein, readers should bear in mind that past performance is not necessarily indicative of 
future results and that actual results may vary. There can be no assurance that any StepStone fund will be able to 
successfully implement its investment strategy or avoid losses. Performance shown herein may include investments 
across different StepStone funds. The aggregate returns are not indicative of the returns an individual investor would 
receive from these investments. No individual investor received such aggregate returns as the investments were made 
across multiple funds and accounts over multiple years.
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