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INTRODUCTION

Houlihan Lokey’s Portfolio Valuation and Fund Advisory Services practice is a leading advisor to many of the world’s largest 

asset managers, who rely on our strong reputation with regulators, auditors, and investors; private company, structured 

product, and derivative valuation experience; and independent voice. As a function of this unique position within one of the 

world’s largest capital markets, Houlihan Lokey routinely provides valuations of instruments in many of the least visible asset 

classes, particularly private credit. The Houlihan Lokey Private Performing Credit Index (PPCI) is an aggregate view drawn 

from our extensive dataset of private credit valuations.

The PPCI is intended primarily to provide a window to the universe of performing private credit loans, which is generally 

inaccessible, and to act as a basis for comparison to specific assets or other indices to inform discussions of market 

dynamics between ourselves and our clients. The methodology below is intended to reduce possible bias resulting from the 

commercial processes of valuation and to reveal, in concept, a per obligor average yield weighted by actual lent amounts. 

This representation of our dataset is an observation of all-in yield of 8,003 qualifying quarterly asset valuations performed 

since September 30, 2017.

METHODOLOGY

The PPCI is the weighted average yield of all qualifying private credit loans valued at quarter-end. While we begin with every 

instrument in our automated private credit valuation tool, we apply exclusions and limit rules: 

1)	 Revolving facilities and delayed draw term loans are excluded.

2)	 Outlier filters are applied to first lien and second lien instruments separately; yields outside three standard deviations 

are eliminated, as are loans with dollar prices below 80.

3)	 The index is weighted by aggregate principal balance outstanding, and any loan is limited to 2% of that aggregate 

amount. 

RESULT

After applying this methodology, the index is computed as a weighted average yield. Future representations of this dataset 

may visualize other computations such as total return or spread. 
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INTENDED USE

Houlihan Lokey is a global investment bank with expertise in mergers and acquisitions, capital markets, financial 

restructuring, and financial and valuation advisory. The Houlihan Lokey PPCI was developed to offer a reference set of 

quarterly yields that would inform conversations with clients and others interested in understanding and discussing the 

dynamics of the less visible private credit markets.

There are many investment theses that drive both borrowers and lenders to the private credit markets. Two of the publicly 

available indices are informative in these discussions of private vs. public credit and bonds vs. loans. The visualization below 

illustrates those differences. The charts support the intended use of the Houlihan Lokey PPCI in discussion and comparison.

Unique view of private credit vs. Leveraged Loan 100 –  
The largest 100 broadly syndicated loans as compiled and published by S&P Global

Unique view of private credit vs. ICE BaML compilation of high-yield bonds
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SPREAD COMPONENT OF PPCI

CHANGE FROM PREVIOUS QUARTER

As of March 31, 2023, the PPCI decreased by 15 bps, to 11.58% from 11.73 % on December 31, 2022. This value 

represents the weighted average IRR on the day the portfolio of loans was valued by Houlihan Lokey in its automated 

system. With each PPCI release, our Private Credit team reviews the data, market conditions, and changes in the 

composition of the portfolio to explain the difference from the previous quarter. Our analysis focuses on the significant 

drivers of differences to aid our clients when comparing their own observations of the market IRRs; however, the change in 

composition may affect the index in a specific way that is not consistent with general experience. Additionally, the changes 

below reflect the absolute changes in each metric quarter over quarter and are not meant to be cumulative changes that 

bridge PPCI IRR values from one quarter to the next.

1)	 Benchmark Rates – The IRR is the discount rate that makes the cash flows equal the loan price, so it is inclusive of the 

underlying rate. The LIBOR swap rate for the relevant average maturity decreased approximately 31 bps in the same 

period. Although the dataset includes several loans with SOFR base rates, there was not a significant impact on the 

PPCI. The SOFR rate and its spread adjustments are an item to be aware of as loans convert in advance of the LIBOR 

cessation in June 2023.

2)	 Coupon – The coupon represents the contractual interest margin above the applicable base rate for floating rate loans 

and represents the contractual interest rate for fixed-rate loans. The weighted average coupon increased by 9 bps from 

December 31, 2022.

3)	 Price – The weighted average price for loans in the PPCI decreased from 97.42% on December 31, 2022, to 97.25% 

of par on March 31, 2023. The price is predominantly a function of the selected spread used to discount the loan cash 

flows.

4)	 Spread – Spread is added to the relevant base rate in each period of a loan’s future cash flows to form the discount rate. 

As the spread for a loan increases, the price decreases, all else constant. The weighted average spread for loans in the 

PPCI increased from 714 bps on December 31, 2022, to 719 bps on March 31, 2023, representing an increase of 5 bps.

5)	 Composition – Although a significant portion of the PPCI is composed of loans valued in prior periods, some change 

occurs. The change in index components contributed to a decrease in the PPCI IRR of 13 bps.
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FURTHER INFORMATION OR ANALYSIS

To receive further information or discuss Houlihan Lokey’s PPCI, please contact our Portfolio Valuation team:

Dr. Cindy Ma
Managing Director

Global Head of Portfolio Valuation

and Fund Advisory Services

212.497.7970

CMa@HL.com

Chris Cessna
Director

Financial and Valuation Advisory

404.495.7022

CCessna@HL.com

David Wagner
Senior Advisor

Financial and Valuation Advisory

212.497.7984

DWagner@HL.com

mailto:CMa%40HL.com?subject=
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Houlihan Lokey is a trade name for Houlihan Lokey, Inc., and its subsidiaries and affiliates, which include the following licensed (or, in the case of Singapore, exempt) entities: in (i) the United States: Houlihan Lokey Capital, Inc., and 
Houlihan Lokey Advisors, LLC, each an SEC-registered broker-dealer and member of FINRA (www.finra.org) and SIPC (www.sipc.org) (investment banking services); (ii) Europe: Houlihan Lokey Advisory Limited, Houlihan Lokey EMEA, 
LLP, Houlihan Lokey (Corporate Finance) Limited, and Houlihan Lokey UK Limited, authorized and regulated by the U.K. Financial Conduct Authority; Houlihan Lokey (Europe) GmbH, authorized and regulated by the German Federal 
Financial Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht); (iii) the United Arab Emirates, Dubai International Financial Centre (Dubai): Houlihan Lokey (MEA Financial Advisory) Limited, regulated by the Dubai 
Financial Services Authority for the provision of advising on financial products, arranging deals in investments, and arranging credit and advising on credit to professional clients only; (iv) Singapore: Houlihan Lokey (Singapore) Private 
Limited and Houlihan Lokey Advisers Singapore Private Limited, each an “exempt corporate finance adviser” able to provide exempt corporate finance advisory services to accredited investors only; (v) Hong Kong SAR: Houlihan Lokey 
(China) Limited, licensed in Hong Kong by the Securities and Futures Commission to conduct Type 1, 4, and 6 regulated activities to professional investors only; (vi) India: Houlihan Lokey Advisory (India) Private Limited, registered as 
an investment adviser with the Securities and Exchange Board of India (registration number INA000001217); and (vii) Australia: Houlihan Lokey (Australia) Pty Limited (ABN 74 601 825 227), a company incorporated in Australia and 
licensed by the Australian Securities and Investments Commission (AFSL number 474953) in respect of financial services provided to wholesale clients only. In the United Kingdom, European Economic Area (EEA), Dubai, Singapore, 
Hong Kong, India, and Australia, this communication is directed to intended recipients, including actual or potential professional clients (UK, EEA, and Dubai), accredited investors (Singapore), professional investors (Hong Kong), and 
wholesale clients (Australia), respectively. Other persons, such as retail clients, are NOT the intended recipients of our communications or services and should not act upon this communication.

Important Disclosure
The Houlihan Lokey Performing Private Credit Index (“PPCI”) is provided for informational and educational purposes only and does not constitute investment advice or an offer to sell or a solicitation to buy any security. It is not possible to 
directly invest in the PPCI. Some of the statements above contain opinions based upon certain assumptions regarding the data used to create the PPCI, and these opinions and assumptions may prove incorrect. Actual results could vary 
materially from those implied or expressed in such statements for any reason. The PPCI has been created on the basis of information provided by third-party sources that has not been independently verified by Houlihan Lokey. The use of 
the PPCI or any related data, analyses, or research (collectively, the “HL Content”) in any manner, including for benchmarking purposes, is not endorsed or recommended by Houlihan Lokey and Houlihan Lokey is not responsible for any use 
made of the HL Content. Houlihan Lokey does not guarantee the accuracy and/or completeness of the HL Content and Houlihan Lokey shall not have any liability for any errors or omissions therein. 

None of Houlihan Lokey, its affiliates, or its or their respective agents, employees, officers, directors, or licensors (collectively, the “HL Parties”)  shall have any responsibility to any person (whether as a result of negligence or otherwise) for 
any losses, liabilities, damages, costs, or expenses that have arisen or arise directly or indirectly out of, or that relate directly or indirectly to the HL Content, including, without limitation any action taken (or omitted to be taken) in respect of 
the HL Content and any use to which any person may put the HL Content. ALL CONTENT IS PROVIDED “AS IS” WITHOUT WARRANTY OF ANY KIND. WITH RESPECT TO THE HL CONTENT, THE HL PARTIES MAKE NO REPRESENTATION 
AND DISCLAIM ALL EXPRESS, IMPLIED AND STATUTORY WARRANTIES OF ANY KIND TO ANY THIRD PARTY, INCLUDING ANY WARRANTIES OF ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR A 
PARTICULAR PURPOSE. UNDER NO CIRCUMSTANCES WILL ANY OF THE HL PARTIES BE LIABLE FOR ANY INDIRECT, PUNITIVE, SPECIAL, CONSEQUENTIAL OR INCIDENTAL DAMAGES RELATING TO THE HL CONTENT. Houlihan 
Lokey has no obligation to update the HL Content following publication in any form or format. Houlihan Lokey is not acting as a fiduciary or an investment adviser and will not provide any financial advice relating to any product linked to the 
performance of the PPCI. The HL Content is the exclusive property of Houlihan Lokey and Houlihan Lokey retains all proprietary rights therein.
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