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Beyond the Noise: Finding Value in Middle

Market Private Credit

What are you seeing in US private credit activity as 2026
gets underway?

US private credit activity has started 2026 on a strong footing,
following a year characterized by uneven conditions and
episodic volatility. Deal flow is being driven by several sources.
Refinancings remain active as sponsors revisit capital structures
established during a higher-rate environment. M&A pipelines are
reopening as buyer-seller gaps narrow. Extended hold periods
have constrained distributions to LPs, creating incentives for
sponsors to transact as investment periods mature.

From our vantage point, this activity is tangible. Despite a pause
following tariff announcements earlier in the year, 2025 concluded
with a record Q4 for us, delivering a record year of investment
activity at $16 billion. Based on our robust pipeline through
February, 2026 may be positioned for strong activity as well.

However, discipline remains essential. Recent years have
reinforced that precise forecasting is an unreliable foundation for
investment decision-making. Our focus remains on selectivity,
structure, and consistent deployment in an environment where
conditions can still shift.

Where are you seeing the most compelling opportunities within
US private credit today?

Overall, private markets continue to expand, with alternatives
AUM projected to grow from approximately $20 trillion in

2025 to more than $30 trillion by 2030. Growth at this scale is
sustaining competition across parts of the market, reinforcing the
importance of discipline.

Yet dynamics vary meaningfully by segment. Despite overall
growth in the US private credit market, the traditional middle
market—companies with EBITDA below $100 million—has
arguably become less crowded in recent years. We have observed
some participants shifting up the deal-size spectrum and dipping
into public debt markets, while many smaller managers have
moved downward. We continue to feel well-positioned in our
market, which we expect to remain active based on recent trends
and the fundamentals previously mentioned.
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Traditional middle market lending spreads have stabilized in

the 450 to 525 basis-point range, broadly in line with historical
averages, while leverage levels have moderated. These
fundamentals—moderate leverage paired with compelling all-in
yields around 9%—may represent an area of opportunity for
investors looking to complete their private credit exposure while
maintaining disciplined underwriting standards.

We believe the traditional middle market is where sponsor
relationships run deepest and where we seek to add the

most value. Whether that’s senior lending for a new platform
acquisition, junior capital to support a transformative add-on,
secondaries, or co-investment, the depth of those relationships
creates the potential for proprietary deal flow and repeat business.
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The traditional middle market also offers strong diversification
benefits, with nearly 200,000 middle market companies across
varied industries and business models. This creates a far broader
opportunity set than concentrated public markets. Our focus is

to source and underwrite assets that have shown strength and
resilience over the past several years and exhibit the mission-
critical, non-deferrable characteristics that make great borrowers.

How do you think about yields in a declining rate environment?

Lower interest rates naturally lead to lower base rates and yields
on floating-rate investments, including middle market loans.
However, direct lending has historically demonstrated value in
both rising and declining rate environments, thanks to its interest
rate floors and relative performance advantages. For example,
investors who recently took exposure to junior capital, which tends
to have higher fixed-rate exposure, may benefit from locking in
attractive yields on paper put into recent vintages, helping mitigate
yield compression within their portfolios.

What's critical to understand is that lower rates support credit
fundamentals more broadly. They have the potential to enhance
portfolio company cash flow, improve access to capital, and
enable strategic reinvestment and growth. Lower rates have
also historically catalyzed M&A activity, which we're seeing now.
That tends to broaden the universe of new deals and creates
refinancing opportunities within existing portfolios.

What sort of creative GP solutions does today’s market
environment require?

Beyond senior lending, we're seeing sponsors increasingly need
partners who can provide full-spectrum solutions across the
capital structure.

Junior capital plays an important role in providing sponsors with
enhanced flexibility. Bifurcated capital structures incorporating
PIK-toggle features can allow borrowers to defer interest
payments and amortization and reinvest capital into value-
creation initiatives. For lenders, these structures may offer
enhanced cash yields, illiquidity premiums, and potential equity
participation through warrants, kickers, or conversion features,
aligning borrower flexibility with lender risk-adjusted return
objectives.

There's also growing demand for capital solutions—supporting

existing portfolio companies through periods of dislocation.
These generally aren’t rescue capital situations, but rather
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fundamentally sound businesses facing idiosyncratic challenges
or capital structure constraints, where incremental capital may
help extend runways and create time for value-creation plans to
play out. When deployed with discipline, these situations can offer
countercyclical entry points, enhanced downside protection, and
opportunities to deepen sponsor relationships.

Extended hold periods have created pressure to return capital

to investors while retaining high-performing assets. GP-led
continuation vehicles have emerged as a mainstream response—
they can offer LPs liquidity options while enabling GPs to continue
building value in their best companies. GP-led transactions have
become a significant part of the secondaries market and remain
an important piece in portfolio management strategies.

The common thread across all these solutions is partnership.
GPs want to work with capital partners they trust, who understand
their portfolios, and who can move quickly when opportunities

or challenges arise. The ability to deliver tailored solutions
consistently, at scale, has become a critical differentiator.

As outcomes diverge, what should investors focus on when
allocating to middle market lending over the long term?

As markets normalize, differences in underwriting discipline,
portfolio construction, and execution are becoming more visible,
contributing to widening dispersion across middle market
lending outcomes. While headline default rates have remained
relatively modest, stress often emerges with a lag, reinforcing the
importance of manager selection.

For investors, the focus increasingly centers on experience across
cycles and the ability to remain disciplined as conditions evolve.
Periods of volatility tend to act as a clarifying force, differentiating
approaches built for durability from those optimized for scale
during more benign conditions.

Equally important is pacing. Attempts to time the market can
introduce unintended risk, particularly in an asset class where
opportunities arise unevenly. Steady, programmatic commitment
pacing across vintages can help smooth variability and maintain
access to opportunities across different environments.

Taken together, these dynamics reinforce middle market lending’s
potential as a long-term allocation. We believe outcomes are
significantly influenced by discipline, consistency, and manager
selection rather than short-term macro precision.



Important disclosure

The above is a reprint from PitchBook, published March 2026. PitchBook data has provided Churchill Asset Management LLC, with the permission and
authority to make this report available on its websites and social media profiles.

The material is for informational purposes only and should not be regarded as a recommendation or an offer to buy or sell any product or service to which
this information may relate and is not provided in a fiduciary capacity. The views and opinions expressed herein are as of the date of the publication, and
may change in response to changing circumstances and market conditions. Under no circumstances should these views and opinions in this article be
construed by any reader as investment, securities, legal, or tax advice. No representation or warranty, express or implied, is made or can be given with
respect to the accuracy or completeness of the information in this article.

Information, opinions, or commentary concerning the financial markets, economic conditions, or other topical subject matter were prepared, written, or
created prior to posting this article on this site and do not reflect current, up-to-date, market or economic conditions. Churchill disclaims any responsibility
to update such information, opinions, or commentary. In addition, past performance is not indicative of future results, future results are not guaranteed,
and loss of principal may occur. This article may include “forward-looking statements”. All projections, forecasts or related statements or expressions of
opinion are forward-looking statements. There can be no assurances that any of the trends described herein will continue or will not reverse. Past events
and trends do not imply, predict or guarantee, and are not necessarily indicative of, future events or results. Although we believe that the expectations
reflected in such forward-looking statements are reasonable, they can give no assurance that such expectations will prove to be correct, and such forward
looking statements should not be regarded as a guarantee, prediction or definitive statement of fact or probability.

Investing involves risk; principal loss is possible. Investments in middle market loans are subject to certain risks such as: credit, limited liquidity, interest
rate, currency, prepayment and extension, inflation, and risk of capital loss.

This information represents the opinion of Nuveen, LLC and its investment specialists and is not intended to be a forecast of future events and or guaran-

tee of any future result. Nuveen, LLC provides investment solutions through its investment specialists. Churchill Asset Management LLC is a registered
investment advisor and an affiliate of Nuveen LLC. This information does not constitute investment research under MiFID.
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