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  KEY TAKEAWAYS

•	 Borrowers have more financing options than ever before. Companies are increasingly evaluating private credit, broadly 
syndicated loans (BSLs), and high yield bond options among a range of alternatives to address their financing needs. Cost 
remains relevant, but borrowers are also solving for speed, certainty, flexibility, confidentiality, scale, and the ability to secure 
pre-committed capital in advance.

•	 The relationship between public and private credit has changed for larger borrowers but remains the same for  
borrowers in the core middle market. While larger borrowers increasingly move among BSLs, high yield bonds, and private 
credit— and may even combine public and private solutions within the same capital structure— most core middle-market 
private companies don’t have that luxury and continue to finance themselves in either the private credit or commercial bank 
loan market.

•	 Looking across both markets can create a better investment lens. Public credit markets provide real-time information on 
pricing, valuations, industry and borrower-specific developments, and general investor sentiment, while private markets can 
offer deeper insights into borrowers, industries, sponsors, management teams, and negotiated deal terms. Together, these 
perspectives may provide a fuller view of borrower and industry health, relative value, and risk.

•	 For investors, the decision is less about choosing between public and private credit and more about defining the role 
each should play within a broader credit allocation. Private credit may enhance portfolio income and diversification through 
direct origination, greater structural protections, and potential illiquidity premia. Public credit can provide scalable market 
exposure, liquidity, and the ability to actively reposition across sectors and cycles. Together, they can form complementary 
strategic building blocks within a diversified credit portfolio.
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Leveraged Finance Has Expanded and Evolved
Public and private credit markets have expanded significantly over the past 15 years, supported by investor demand for income, 
floating-rate exposure, and access to leveraged credit. High yield bonds, BSLs, and private credit have each grown into substantial 
segments of the leveraged finance market, with private credit experiencing the most pronounced increase. That growth has reflected 
several reinforcing trends: a prolonged demand for yield, the increased use of floating-rate debt in changing interest-rate 
environments, and a broader shift by corporate borrowers toward non-bank and capital markets financing.

Figure 1. Private Credit Has Led the Growth of the Leveraged Finance Market

Assets by market for the indicated years

Source: Preqin and PitchBook. *2025 data as of March 31, 2025. For illustrative purposes only and does not represent any specific 
portfolio managed by Lord Abbett or any particular investment. 

These trends have been reinforced by a fundamental shift in the financing landscape. Bank consolidation and post-global financial 
crisis (GFC) regulations reduced the availability of traditional bank lending, particularly for middle-market companies, while periods of 
public market volatility prompted more borrowers to seek capital from private lenders. These dynamics have helped establish private 
credit as an increasingly important source of corporate financing.



3

Broader Financing Options for Borrowers
But market growth alone does not explain the current environment. The more relevant development has been the degree to which 
these markets now intersect. As private credit, BSLs, and high yield have expanded, borrowers have gained more ways to evaluate 
financing alternatives across the leveraged credit spectrum. They can now compare markets based on trade-offs among cost, 
speed, execution certainty, flexibility, liquidity, scale, confidentiality, pre-committed capital, and structural terms.

•	 Cost: The economics of the financing, including coupon, fees, call protection, and any premium paid for greater certainty or 
flexibility.

•	 Speed: The time required to secure financing, complete diligence, and close the transaction, particularly when timing is 
important for an acquisition or strategic initiative.

•	 Execution certainty: The confidence that financing will be available on agreed terms, without meaningful market disruption, 
syndication risk, or execution delays.

•	 Flexibility: The borrower’s ability to tailor terms around business needs, including acquisition financing, delayed-draw 
capacity, prepayment options, and documentation provisions.

•	 Liquidity: The degree to which financing can access a broad investor base and support secondary-market trading, which 
can be more relevant in broadly syndicated loans and high yield.

•	 Scale: The ability of a market to provide sufficient capital for larger transactions, including refinancings, acquisitions, or 
multi-year strategic plans.

•	 Confidentiality: The extent to which a borrower can limit public disclosure of financial information, business strategy, or 
transaction details.

•	 Pre-committed capital: The ability to secure additional capital in advance to support business needs such as potential 
acquisitions and growth capital expenditure programs.

•	 Structural terms: The covenants, leverage levels, collateral package, maturity profile, prepayment features, and lender 
protections that define the overall terms of the financing.

Borrowers with sufficient scale have been increasingly comparing these trade-offs, at times using more than one market within the 
same financing strategy. In a converging market, the main question is not which financing channel is available, but which structure 
best fits the borrower’s objectives.

The Investment Manager’s View of a Connected Credit Market
From an investment manager’s perspective, convergence can create both a broader opportunity set and a more complex 
underwriting environment. As borrowers move more easily across financing channels, managers need to evaluate not only the credit 
quality of the borrower, but also how a proposed financing compares with other available sources of capital, and whether the 
structure provides adequate compensation for the risk.

A more connected market can also offer a robust information set. Public credit markets can provide timely signals on pricing, 
liquidity, sector and borrower-specific fundamentals, and general investor sentiment, while private credit offers deeper access to 
borrowers, industry information, sponsors, management, and negotiated transaction details. For managers with capabilities across 
both markets, those insights can be used together to assess relative value, separate technical market movements from fundamental 
credit indicators, and maintain discipline when competition for transactions increases. Full visibility across the entire leveraged credit 
ecosystem and sharing data and insights from both markets can help managers become more astute investors.



4

The Core Middle Market: Where Convergence Has Limits
The convergence of public and private credit has expanded financing options for many borrowers, but not all of them. While larger 
companies increasingly move between syndicated loans, high yield bonds, and private credit based on market conditions, most core 
middle-market companies don’t have that luxury. Limited scale and access to the public markets often make private credit their 
primary source of capital.

For investors, that distinction matters. Because borrowers have fewer financing alternatives, experienced lenders can spend more 
time underwriting businesses, negotiating financing terms directly, and structuring loans with stronger lender protections. The result 
is an opportunity set that tends to be driven less by public market technicals and more by manager skill in sourcing, underwriting, 
and portfolio management. In other words, while convergence is changing much of the credit landscape, the core middle market 
remains an area where active lending relationships and disciplined credit selection can still create meaningful differentiation.

Summing Up
The distinction between public and private credit is becoming less about competing asset classes and more about complementary 
tools within a broader credit allocation. As borrowers move more fluidly between financing channels, understanding relative value, 
borrower fundamentals, and market dynamics across both markets becomes increasingly important.

For investors, that has meaningful implications. Private credit can provide access to negotiated structures, direct origination, and the 
potential for an illiquidity premium, while public credit offers liquidity, price transparency, and the flexibility to reposition portfolios as 
market conditions evolve. Each serves a different role, and each brings distinct advantages.

Rather than choosing one market over the other, investors may benefit from thinking about how the two can work together. 
Managers with experience across both public and private credit may be better positioned to evaluate opportunities, identify relative 
value, and build portfolios that seek to generate attractive income while managing risk across changing market environments.

Figure 2. A Borrower-Size View of Private Credit Trade-offs

Source: Lord Abbett; National Center for the Middle Market (NCMM), Middle Market Indicator Year-End 2025 and historical data through Q4 2025. Data as of 
December 31, 2025. Most recent data available. The Middle Market Indicator (MMI) is a survey-based economic gauge of U.S. middle-market companies, 
typically defined as companies with $10 million to $1 billion in annual revenue. Revenue cohorts reflect NCMM definitions, not earnings before interest, taxes, 
depreciation, and amortization (EBITDA). NCMM core middle market is defined by revenue ($50M to <$100M). The historical data are for illustrative purposes 
only and do not depict or predict the performance of any specific portfolio managed by Lord Abbett or any particular investment. Indexes are unmanaged, do 
not reflect the deduction of fees or expenses, and are not available for direct investment.
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Glossary & Index Definitions

Broadly syndicated loan / BSL: A loan made to a corporate borrower that 
is arranged by one or more banks and distributed to a broad group of 
institutional lenders or investors.

Call protection: Loan or bond terms that limit or penalize a borrower’s ability 
to repay or refinance debt before a specified date.

Capital expenditure / CapEx: Money a company spends to acquire, 
upgrade, or maintain long-term assets, such as equipment, facilities, 
technology, or infrastructure.

Capital structure: The mix of debt, equity, and other financing sources a 
company uses to fund its operations and growth.

Collateral package: The assets pledged by a borrower to secure a loan and 
provide lenders with a claim on those assets if the borrower defaults.

Commercial bank loan: A loan provided by a bank to a business,  
often used to finance working capital, acquisitions, refinancing, or other 
corporate needs.

Convergence: The increasing overlap between public and private credit 
markets as borrowers compare or combine financing options across private 
credit, broadly syndicated loans, and high yield bonds.

Core middle market: A segment of middle-market companies with 
meaningful scale but generally limited access to public credit markets. In this 
article, core middle-market companies are described as continuing to rely 
primarily on private credit or commercial bank loans.

Coupon: The stated interest rate paid by a borrower on a bond or loan, 
typically expressed as an annual percentage of the principal amount.

Covenants are the conditions and requirements written into a loan or bond 
agreement that are designed to protect lenders and investors. Covenants 
may require borrowers to meet certain financial targets or restrict specific 
actions, such as taking on additional debt, helping to reduce credit risk and 
preserve the borrower’s financial stability.

Credit allocation: The portion of an investor’s portfolio dedicated to credit 
investments, such as public bonds, loans, private credit, or other fixed 
income assets.

Credit quality: An assessment of a borrower’s ability to meet its debt 
obligations, based on factors such as cash flow, leverage, business stability, 
and financial strength.

Debt covenant: A restriction or requirement in a lending agreement that 
limits borrower actions or requires the borrower to meet certain financial or 
operating standards.

Delayed-draw capacity: A loan feature that allows a borrower to access 
committed capital over time rather than drawing the full amount at closing.

Direct origination: The process by which a lender sources and negotiates a 
loan directly with a borrower or sponsor, rather than buying the loan after it 
has been broadly distributed.

Diversification refers to an investment strategy that spreads investments 
across different asset classes, sectors, industries, or securities to help 
reduce the impact of any single investment’s poor performance on the 
overall portfolio. Diversification can help manage risk, though it does not 
guarantee a profit or protect against loss.

EBITDA: Earnings before interest, taxes, depreciation, and amortization. 
EBITDA is commonly used in credit analysis to assess a company’s 
operating performance and ability to service debt.

Execution certainty: The confidence that financing will be available on 
agreed terms, without meaningful market disruption, syndication risk, or 
execution delays.

Floating-rate debt: Debt with an interest rate that adjusts periodically based 
on a benchmark rate, causing interest payments to rise or fall as rates 
change.

Global financial crisis / GFC: The severe financial crisis and economic 
downturn that occurred in 2007–2009, driven in part by stress in housing, 
mortgage, banking, and credit markets.

High yield bond: A bond issued by a company with a below-investment-
grade credit rating. High yield bonds typically offer higher income potential 
than investment-grade bonds but carry greater credit risk.

Illiquidity premium: The potential additional return investors may require for 
holding investments that are not easily bought or sold.

Leverage: The use of borrowed money to finance a company, investment, 
or transaction. Higher leverage can increase potential returns but also 
increases financial risk.

Leveraged credit: Credit extended to companies with higher debt levels or 
below-investment-grade credit profiles, including high yield bonds, broadly 
syndicated loans, and private credit.

Leveraged finance: Financing provided to companies with higher levels of 
debt or below-investment-grade credit profiles, often through high yield 
bonds, bank loans, broadly syndicated loans, or private credit.

Liquidity: The degree to which an asset or market can be bought or sold 
quickly and efficiently without meaningfully affecting price.

Middle market: Companies that are larger than small businesses but 
generally smaller than large public companies. In the article, middle-market 
companies are referenced using the National Center for the Middle Market’s 
definition of $10 million to $1 billion in annual revenue.

Middle Market Indicator / MMI: A survey-based economic gauge of  
U.S. middle-market companies published by the National Center for the 
Middle Market.

Non-bank lender: A lender that provides financing but is not a traditional 
bank, such as a private credit manager or other institutional lending platform.

Pre-committed capital: Capital secured in advance to support future 
business needs, such as acquisitions, growth initiatives, or capital 
expenditure programs.

Prepayment option: A loan or bond feature that allows a borrower to repay 
debt before its scheduled maturity, sometimes subject to fees or call 
protection.

Private credit: Loans provided by non-bank lenders through privately 
negotiated transactions that are not issued or traded in public markets.

Public credit: Debt instruments issued or traded in public markets, such as 
high yield bonds and broadly syndicated loans, where pricing and investor 
sentiment are generally more visible.

Public market technicals: Market factors that can influence prices or 
spreads independent of borrower fundamentals, such as fund flows, investor 
demand, supply conditions, liquidity, or market positioning.

Refinancing: Replacing existing debt with new debt, often to reduce 
borrowing costs, extend maturity, adjust covenants, or improve financial 
flexibility.

Relative value: An assessment of whether one investment offers attractive 
compensation for its risks compared with other available opportunities.

Secondary-market trading: The buying and selling of existing loans or 
securities after they have been issued, rather than directly from the borrower 
at origination.

Sponsor: A private equity firm or other owner that backs a company and 
may help guide its financing, strategy, acquisitions, or growth plans.
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Structural protections: Loan or bond terms designed to protect lenders, 
including covenants, collateral, maturity terms, prepayment provisions, and 
other lender rights.

Structural terms: The covenants, leverage levels, collateral package, 
maturity profile, prepayment features, and lender protections that define the 
overall terms of a financing.

Syndicated loan: A loan provided by a group of lenders and arranged by 
one or more financial institutions, typically for larger borrowers.

Syndication risk: The risk that a loan arranged for a borrower cannot be 
successfully distributed to lenders or investors on expected terms, which 
may delay or disrupt financing.

Underwriting: The process by which a lender evaluates a borrower’s credit 
quality, financial condition, risks, and loan terms before deciding whether to 
provide financing.

Valuation: An assessment of the value of a company, security, loan, or 
investment based on financial metrics, market conditions, and expected risk 
and return.

Yield: The income generated by an investment, typically expressed as a 
percentage of its price or value.

Indexes are unmanaged, do not reflect the deduction of fees or expenses, 
and are not available for direct investment.

Important Information

The information contained herein is provided by Lord, Abbett & Co. LLC 
(“Lord Abbett”).  Lord Abbett is a registered investment adviser under the 
U.S. Investment Advisers Act of 1940 (the “Advisers Act”), as amended, and 
is subject to the Advisers Act rules and regulations adopted by the U.S. 
Securities and Exchange Commission (‘SEC”). Registration with the SEC 
does not imply a particular ability or training. Lord Abbett is a global asset 
manager with headquarters in Jersey City, New Jersey.

Certain information provided in the material has been obtained from third 
party sources and such information has not been independently verified by 
Lord Abbett. No representation, warranty, or undertaking, expressed or 
implied, is given to the accuracy or completeness of such information by 
Lord Abbett or any other person. While such sources are believed to be 
reliable, Lord Abbett does not assume any responsibility for the accuracy or 
completeness of such information. Lord Abbett does not undertake any 
obligation to update the information contained herein as of any future date.

Certain information contained in the material constitutes “forward-looking 
statements,” which can be identified by the use of forward-looking 
terminology such as “may,” “will,” “should,” “expect,” “anticipate,” “project,” 
“estimate,” “intend,” “continue,” or “believe,” or the negatives thereof or 
other variations thereon or comparable terminology. Due to various risks and 
uncertainties, actual events, results or actual performance may differ 
materially from those reflected or contemplated in such forward-looking 
statements. Nothing contained in the material may be relied upon as a 
guarantee, promise, assurance or a representation as to the future.

Market forecasts and projections are based on current market conditions 
and are subject to change without notice. Projections should not be 
considered a guarantee.

Specific investments described herein do not represent all investment 
decisions made by Lord Abbett. The reader should not assume that 
investment decisions identified and discussed were or will be profitable. 
Specific investment advice references provided herein are for illustrative 
purposes only and are not necessarily representative of investments that will 
be made in the future.

Past performance is not a reliable indicator or guarantee of future 
results. All investments involve risk, including the loss of capital.

The views and opinions expressed are those of the Lord Abbett author as of 
the date of the material, and do not necessarily represent the views of the 
firm as a whole. Any such views are subject to change at any time based 
upon market or other conditions and Lord Abbett disclaims any responsibility 
to update such views. References to specific asset classes and financial 
markets are for illustrative purposes only. This material is not intended to be 
relied upon as a forecast, research or investment advice. Neither Lord Abbett 
nor the Lord Abbett author can be responsible for any direct or incidental 
loss incurred by applying any of the information offered. 

The information in this material does not constitute a distribution, an offer, an 
invitation, a personal or general recommendation or solicitation in any 
jurisdiction. This material has not been reviewed or approved by any 
regulatory authority in any jurisdiction.

The information provided is not directed at any investor or category of 
investors and is provided solely as general information about Lord Abbett’s 
products and services and to otherwise provide general investment 
education.

None of the information provided should be regarded as a suggestion to 
engage in or refrain from any investment-related course of action as neither 
Lord Abbett nor its affiliates are undertaking to provide impartial investment 
advice, act as an impartial adviser, or give advice in a fiduciary capacity.

Mentions of specific companies are for reference purposes only and are not 
meant to describe the investment merits of, or potential or actual portfolio 
changes related to, securities of those companies.

Unless otherwise noted, all discussions are based on U.S. markets and U.S. 
monetary and fiscal policies.

This material may not be reproduced in whole or in part or any form without 
the permission of Lord Abbett.

Important Information for non-U.S. Investors

Note to Switzerland Investors: In Switzerland, the Representative is 
ACOLIN Fund Services AG, Leutschenbachstrasse 50, CH-8050 Zurich, 
whilst the Paying Agent is Bank Vontobel Ltd., Gotthardstrasse 43, CH- 
8022 Zurich. The prospectus, the key information documents or the key 
investor information documents, the instrument of incorporation, as well as 
the annual and semi-annual reports may be obtained free of charge from the 
representative. In respect of the units offered in Switzerland, the place of 
performance is at the registered office of the representative. The place of 
jurisdiction shall be at the registered office of the representative or at the 
registered office or domicile of the investor.

Note to European Investors: This communication is issued in the  
United Kingdom and distributed throughout the European Union by  
Lord Abbett (Ireland) Limited, UK Branch and throughout the United 
Kingdom by Lord Abbett (UK) Ltd. Both Lord Abbett (Ireland) Limited, UK 
Branch and Lord Abbett (UK) Ltd are authorized and regulated by the 
Financial Conduct Authority.

A decision may be taken at any time to terminate the arrangements made for 
the marketing of the Fund in any EEA Member State in which it is currently 
marketed. In such circumstances, Shareholders in the affected EEA Member 
State will be notified of this decision and will be provided with the opportunity 
to redeem their shareholding in the Fund free of any charges or deductions 
for at least 30 working days from the date of such notification.

Lord Abbett (Middle East) Limited is authorised and regulated by the 
Dubai Financial Services Authority (“DFSA”). The entire content of this 
document is subject to copyright with all rights reserved. This research and 
the information contained herein may not be reproduced, distributed or 
transmitted in any jurisdiction or to any other person or incorporated in any 
way into another document or other material without our prior written 
consent. This document is directed at Professional Clients and not Retail 
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Clients. Any other persons in receipt of this document must not rely upon or 
otherwise act upon it. This document is provided for informational purposes 
only. Nothing in this document should be construed as a solicitation or offer, 
or recommendation, to acquire or dispose of any investment or to engage in 
any other transaction. Nothing contained in this document constitutes an 
investment, an offer to invest, legal, tax or other advice or guidance and 
should be disregarded when considering or making investment decisions.

Note to Singapore Investors: Lord Abbett Global Funds I plc (the 
“Company”) and the offer of shares of each sub-fund of the Company do not 
relate to a collective investment scheme which is authorized under Section 
286 of the Securities and Futures Act, Ch. 289 of Singapore (“SFA”) or 
recognized under Section 287 of the SFA, and shares in each sub-fund of 
the Company are not allowed to be offered to the retail public. Pursuant to 
Section 305 of the SFA, read in conjunction with Regulation 32 of and the 
Sixth Schedule to the Securities and Futures (Offers of Investments) 
(Collective Investment Schemes) Regulations 2005 (the “Regulations”), the 
Lord Abbett Global Multi-Sector Bond Fund, the Lord Abbett High Yield 
Fund, the Lord Abbett Short Duration Income Fund, the Lord Abbett Ultra 
Short Bond Fund, the Lord Abbett Climate Focused Bond Fund, the Lord 
Abbett Emerging Markets Corporate Debt Fund and the Lord Abbett Multi 
Sector Income Fund have been entered into the list of restricted schemes 
maintained by the Monetary Authority of Singapore for the purposes of the 
offer of shares in such sub-funds made or intended to be made to relevant 
persons (as defined in section 305(5) of the SFA), or, the offer of shares in 
such sub-funds made or intended to be made in accordance with the 
conditions of section 305(2) of the SFA. These materials do not constitute an 
offer or solicitation by anyone in Singapore or any jurisdiction in which such 
an offer or solicitation is not authorized or to any person to whom it is 
unlawful to make such an offer or solicitation.

Note to Hong Kong Investors: The contents of this material have not been 
reviewed nor endorsed by any regulatory authority in Hong Kong. An 
investment in the Fund may not be suitable for everyone. If you are in any 
doubt about the contents of this material, you should consult your 
stockbroker, bank manager, solicitor, accountant or other financial adviser for 
independent professional advice. The Fund is not authorised by the 
Securities and Futures Commission (“SFC”) in Hong Kong pursuant to 
Section 104 of the Securities and Futures Ordinance (Cap 571, Laws of 
Hong Kong) (“SFO”). This material has not been approved by the SFC in 
Hong Kong, nor has a copy of it been registered with the Registrar of 
Companies in Hong Kong and, must not, therefore, be issued, or possessed 
for the purpose of issue, to persons in Hong Kong other than (1) professional 
investors within the meaning of the SFO (including professional investors as 
defined by the Securities and Futures (Professional Investors) Rules); or (2) in 
circumstances which do not constitute an offer to the public for the 
purposes of the Companies (Winding Up and Miscellaneous Provisions) 
Ordinance (Cap 32, Laws of Hong Kong) or the SFO. This material is 
distributed on a confidential basis and may not be reproduced in any form or 
transmitted to any person other than the person to whom it is addressed.
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