


What's next in 
private credit? 
In conversation with 
Huw van Steen is 

Key takeaways Private credit is a dynamic and evolving component of the global 
financial markets. In this briefing, Huw van Steenis, Vice Chair of 
Oliver Wyman, and Emma Matebalavu, Partner and head of Global 
Financial Markets at Clifford Chance, discuss the latest trends 
shaping private credit. Their conversation explores how insurance 
and wealth are driving new growth, the rise of innovative semi­
liquid fund structures, and the strategic reassessment of credit as 
an investment in a higher interest rate environment. 
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Insurance and wealth are transforming 
private credit: The insurance sector and 
wealth market have become major 
sources of capital, fundamentally 
changing the nature and scale of private 
credit investments. 

Semi-liquid structures are expanding 
access: Innovative fund formats, like 
evergreen and interval funds, are 
making private credit more accessible to 
a broader range of investors, although 
the market remains experimental and 
subject to regulatory scrutiny . 

Strategic reassessment of credit: 
Rising interest rates have prompted 
institutions and individuals to 
reconsider credit allocations, with 
private credit offering attractive yields 
and new opportunities for portfolio 
diversification. 

Private capital's new growth engines: 

insurance and wealth 

The private capital market is undergoing 

significant transformation, driven by two 

powerful sources of growth. Historically, large 

pools of capital from pension funds, 

endowments and family offices have formed 

the backbone of the industry and still represent 

around 45% of assets at major firms. "However, 

there have been two turbochargers in recent 

years - the insurance sector and wealth", says 

Huw van Steen is. "We estimate that 60% of the 

funds raised in the past three years have come 

from insurance companies. This is changing 

the nature of private credit, as insurers need 

highly rated, investment-grade paper, which is 

very different from non-performing or 

leveraged loans", he says. 

The second major driver is the wealth market. 

Traditionally limited to ultra-high-net-worth 

individuals due to long fund durations and 

complex cash flow management, new funds are 

now broadening access van Steen is says: 

"About one in six dollars coming in this year are 

from the wealthy, versus maybe one in nine last 

year, reflecting a 40% year-on-year increase in 

inflows from that market:' 

"We estimate that 60% of the funds raised in the past 
three years have come from insurance companies. This is 

changing the nature of private credit:' 

HuwVan Steenis 
Vice Chair, Oliver Wyman 
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What could a future stress scenario 

look like? 

"One lesson from 20 years as a banking analyst is 

to ask: what risk isn't priced in that could hit your 

capital structure or business model? Right now, 

markets expect rate cuts in the US, driven by 

softening jobs data. But what if current policy is 

to run the economy hot - with tax reforms, a 

CapEx boom and resilient growth? It's not 

impossible to see interest rates going back 

up by the end of next year", says van Steen is. 

As inflation expectations rise, long-dated yields 

have climbed - the US 30-year is up 30 to 40 

basis points. Sovereigns are issuing fewer long 

bonds, and the US administration is eyeing 

stablecoins as a new buyer. But stablecoins can 

only buy short bills, not bonds, shortening 

duration just as the economy heats up. If the long 

end of the curve gets out of sync, higher rates 

could trigger stress - or even distress - 

dependent on the scale of the shock. 

He adds: "For me it's much more likely to be a 

macro scenario than a micro one." Still, he flags 

the risk of a mis-selling scandal or a smaller 

player blowing up and causing ripples. The key 

question is how well those ripples are managed. 

Where are the most compelling 

opportunities in private credit? 

There are three major themes shaping private 

credit over the next three to five years, says 

van Steenis. 

First is the continued growth of private 

investment grade. Insurers are key here, 

especially in Europe, where recent partnerships 

and acquisitions suggest momentum is building. 

Secondly, the recycling of petrodollars. With 

elevated energy prices, capital from regions like 

Norway and the Middle East is flowing into 

productive assets. ''The wealth created through 

petrodollars has been extraordinary", he notes, 

highlighting ongoing partnerships between 

private equity firms and sovereign funds. 

Thirdly, democratisation - expanding access 

beyond the ultra-wealthy to the merely wealthy 

and mass affluent. van Steenis says: "Like all 

experiments, not all will succeed, but it signals 

the earnest interest private market firms have in 

democratising private assets." 

Are private and public markets 

converging? 

There is growing convergence between 

private and public markets, with blurred lines 

emerging across asset classes and investor 

types, van Steenis says. 

From the asset allocator's perspective, the key 

question is whether private credit sits in the 

alternatives bucket or the credit bucket. 

Historically, it's been treated as part of 

alternatives - "just bits and pieces" - which 

kept allocations small. Many large allocators, 

like endowments and pension funds, have 

focused on equity-like returns to meet long­

term liabilities. ''Take one of the largest 

Australian funds - probably one of the best­

run funds in the world - it has just 2% in 

private credit", he notes. "I think it might 

double again this year:· 

But insurers are shifting the narrative. CLO 

managers now see private credit as simply 

credit - whether liquid, senior or esoteric - and 

that mindset is spreading to sovereign wealth 

funds and endowments. ''This consideration of 

it moving from the alternatives bucket to the 

credit bucket is playing out", says van Steen is. 

Blended vehicles are also gaining traction. 

Interval funds in the US, such as those launched 

by Capital International and KKR, combine 

public and private credit with 

flexible allocations - 40 to 60% either way -and 

low minimums. 
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