
Private Markets in a Higher Rate World
Slow Adjustment, Rising Dispersion

June, 2026

Marcello Estevão
Managing Director and Chief Economist



2I N S T I T U T E  O F  I N T E R N A T I O N A L  F I N A N C E

Private markets are absorbing the same macro shock more slowly

L o n g - t e r m  r a t e s  
h a v e  r e p r i c e d  
a c r o s s  a l l  m a j o r  
m a r k e t s .
H i g h e r  d i s c o u n t  
r a t e s  a r e  
p r e s s u r i n g  
d u r a t i o n -

• Long-term rates have repriced across major markets.
• Higher real rates are pressuring duration heavy assets.
• Private markets absorb the same shock with slower price discovery.
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Liquidity is increasingly engineered rather than realized

I P O  a c t i v i t y  
r e m a i n s  w e a k  
r e l a t i v e  t o  
a c c u m u l a t e d  d r y  
p o w d e r .
C a p i t a l  i s  b e i n g  
r e c y c l e d  
i n t e r n a l l y  
t h r o u g h  
c o n t i n u a t i o n  
v e h i c l e s a n d

• IPO proceeds remain weak while dry powder stays elevated.
• Capital is accumulating faster than it is being recycled.
• Listed alternative managers show public markets are already discounting the model.
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Public markets are repricing faster than private markets

H i g h - y i e l d  a n d  
l e v e r a g e d - l o a n  
s p r e a d s  w i d e n e d  
m a t e r i a l l y  
d u r i n g  t h e  
t i g h t e n i n g  c y c l e .
P r i v a t e  l o a n  
m a r k s  r e m a i n  
c o m p a r a t i v e l y

• High-yield and leveraged-loan markets are showing renewed stress.
• Listed private credit proxies are not fully mirroring public credit repricing.
• The gap points to slower transmission inside private markets, not insulation.
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The structure of private credit differs from banking

D i r e c t  l e n d i n g  
r e m a i n s  m o d e s t  
r e l a t i v e  t o  t h e  
b r o a d e r  c r e d i t  
s y s t e m .
F u n d i n g  
s t r u c t u r e s  r e l y  
l e s s  o n  r u n n a b l e  
l i a b i l i t i e s  a n d  
m a t u r i t y

• Direct lending remains modest relative to the broader credit system.
• Private credit relies less on runnable liabilities than banks.
• The risk is opaque stress transmission rather than classic deposit flight.
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The slow credit cycle is becoming more visible

B D C  n o n -
a c c r u a l s  a r e  
r i s i n g  u n e v e n l y  
a c r o s s  m a n a g e r s  
a n d  s e c t o r s .
L i a b i l i t y -
m a n a g e m e n t  
e x e r c i s e s  a r e  
d e l a y i n g r a t h e r

• BDC non accruals are rising, but deterioration is uneven.
• Direct lending still carries a large premium over syndicated loans.
• Borrower quality and refinancing needs are increasingly driving outcomes.
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Semi-liquid structures reduce volatility but also visibility

E v e r g r e e n  
i n f l o w s  s l o w e d  
s h a r p l y  a s  r a t e s  
r o s e .
G a t e s  a n d  
r e d e m p t i o n  c a p s  
c a n  s m o o t h  
s h o r t t e r m

• Evergreen private credit inflows have slowed sharply.
• Redemption pressure makes illiquid assets harder to manage.
• Gates and internal liquidity tools can smooth stress but reduce visibility.
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AI is increasing dispersion inside credit markets

A I  i n v e s t m e n t  
c o n t i n u e s  t o  
s u p p o r t  
a g g r e g a t e  
g r o w t h .
S o f t w a r e  a n d  
t e c h n o l o g y  
l e n d i n g  a r e  
b e c o m i n g m o r e

• AI capex supports growth but narrows market leadership.
• Software credit spreads have widened as disruption risk is repriced.
• Private tech loan marks remain close to par despite public repricing.


