
Scaling the Maturity Wall: 
The Near-Term Refinancing Opportunity

The rapid rise in interest rates that began in 2022 has resulted in significantly higher borrowing costs for issuers with 
outstanding floating rate debt. The average B/B+ issuer saw its borrowing cost more than double from ~4.9% in 
February 2022, just before the start of the Fed rate hikes, to a high of 10.5% in October 2023, and finishing the year at 
10.1%3. 

Capital availability from traditional sources declined during the same period as issuance across the syndicated loan 
market fell dramatically in 2022. While new issuance began to recover in 2023, it remains significantly lower than in 
recent years2.
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We believe refinancing opportunities will drive a considerable portion of private credit investment activity through 
2025, with many borrowers facing near-term maturities1 and new issuance activity in public markets remaining on the 
lower end of historical levels2. We see an opportunity for direct lenders with scale to provide refinancing capital, with 
such lenders generally offering greater certainty of execution and the ability to structure a more customized solution 
than what has historically been available in public markets. 

Importantly, Broadly Syndicated Loan issuance that occurred in 2023 skewed toward higher rated borrowers by the 
later part of the year, with lower rated borrowers (rated BB or below), in the aggregate, making up a smaller percentage 
of the new issuance loan volume4. The significance of this ratings dynamic is discussed further below. 
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A Backlog of Maturing Loans

We believe that a decline in new issuance activity in the public credit market, relative to historical trends, in combination 
with what we view as a “wait and see” approach from corporates, has resulted in a meaningful decline in refinancing 
activity. As a result, loans and bonds with near-term maturities (maturities in the next 2 and 3 years) make up the largest 
share of the outstanding high yield and leveraged loan markets since the period following the Global Financial Crisis1.
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As a borrower’s debt maturity date approaches, it generally faces increasing risk of downgrade from ratings agencies. 
This risk becomes most acute within 12 months of the maturity date, as the term debt is deemed to be a short-term 
liability for accounting purposes. 

Downgrades can significantly increase the cost of borrowing for a business. The combination of a greater perceived 
credit risk, and regulatory and structural constraints that limit certain lenders’ (such as CLOs and mutual funds) 
exposure to CCC loans, means that a downgrade from B- to CCC+ can be particularly costly as the potential lender 
pool narrows. Morgan Stanley estimates that such a ratings decline would add over 650 bps to the cost of a company’s 
newly issued debt, approximately 7.5 times the incremental cost associated with a refinancing if a B- rating can be 
sustained5. 

REPRESENTS HPS’S SUBJECTIVE VIEWS AND OPINIONS AS OF THE DATE HEREOF AND IS SUBJECT TO CHANGE DEPENDING ON THE MARKET ENVIRONMENT. 

Over half of the loans maturing by the end of 2025 are obligations of issuers rated B- or lower5. We believe that lower-
rated issuers with upcoming maturities will have to weigh the choice between refinancing in the near-term in a higher 
spread environment, versus waiting for a more favorable borrowing environment but risk a potentially costly ratings 
downgrade due to an approaching maturity.  

In our view, the combination of reduced activity in the public credit market and the maturity wall has, and will continue 
to, generate opportunities for private credit. For instance, these factors likely contributed to more non-LBO 
transactions being financed through private credit than through the syndicated market in each quarter since the start of 
20226.

Implications for Private Credit

Potential Downgrade Risk Provides a Catalyst for Near-Term Activity
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Given the size of the pending maturity wall and the rating composition of the borrowers facing it, we expect to continue 
to see meaningful refinancing opportunities in private credit through 2025. In our experience, companies looking to 
refinance debt maturing in the near-term benefit from greater certainty of execution and the ability to structure a 
customized solution specific to their financing needs. Both are advantages of the private credit market relative to the 
syndicated market7. 

1 Source: US High Yield and Leveraged Loan Strategy; Data through October 2023. 

2 Source: PitchBook LCD; Data through December 31, 2023.

3 Source: PitchBook LCD Loan Stats Weekly, as of January 4, 2024.

4 Source: LevFin Insights / CreditSights, Data through December 31, 2023. Commentary represents HPS’s subjective opinions and views as of the date hereof and is 
subject to change depending on market environment.

5 Source: Morgan Stanley Global Credit Strategy Research, January 31, 2024. Commentary represents HPS’s subjective opinions and views as of the date hereof and is 
subject to change depending on market environment.

6 Source: PitchBook LCD, Data through November 30, 2023. Private credit count is based on transactions covered by LCD News.

7 Source: PitchBook | LCD 2Q 2023 Quarterly Wrap. Survey Data as of June 23, 2023. Reflects expected drivers of private credit activity over broadly syndicated activity 
in the coming 12 months. 

End Notes
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PAST PERFORMANCE IS NOT NECESSARILY INDICATIVE OF FUTURE RESULTS. The data and information in this material, which has been prepared by HPS 
Investment Partners, LLC (“HPS”), are presented for informational purposes only. This material does not constitute an offer to sell or the solicitation of any offer to buy any 
interest, security, including any interests in any HPS managed funds or accounts. All information provided herein is as of the date set forth on the cover page (unless 
otherwise specified) and is subject to modification, change or supplement in the sole discretion of HPS without notice to you.  While this document expresses views as to 
certain investment opportunities and asset classes, HPS may undertake investment activities on behalf of one or more investment mandates inconsistent with such 
views subject to the requirements and objectives of the particular mandate. The investments and asset classes mentioned in this document may not be suitable for all 
investors. This document does not provide tailored investment advice and is primarily for intended distribution to institutional investors and market professionals. Such 
investments can be highly illiquid, are speculative and may not be suitable for all investors. Investing in such investments is only intended for experienced and 
sophisticated investors who are willing to bear the high economic risks associated with such an investment. Investors should carefully review and consider potential risks 
as well as their specific investment objectives and experience, time horizon, risk tolerance, and financial situation before making any investment decisions. Nothing 
contained in these materials constitutes investment, legal, tax or other advice nor is it to be relied on in making an investment or other decision. HPS makes no 
representation or warranty (express or implied) with respect to the information contained herein (including, without limitation, information obtained from third parties) and 
expressly disclaims any and all liability based on or relating to the information contained in, or errors or omissions from, these materials; or based on or relating to the 
recipient’s use (or the use by any of its affiliates or representatives) of these materials. HPS undertakes no duty or obligation to update or revise the information contained 
in these materials. This document may contain “forward-looking” statements. These are based upon a number of assumptions concerning future conditions that 
ultimately may prove to be inaccurate. Such forward-looking statements are subject to risks and uncertainties and may be affected by various factors that may cause 
actual results to differ materially from those in the forward-looking statements. Any forward-looking statements speak only as of the date they are made, and HPS 
assumes no duty to, and does not undertake to, update forward-looking statements or any other information contained herein. The success or achievement of various 
results and objectives is dependent upon a multitude of factors, many of which are beyond the control of HPS. The document may not be copied, reproduced, 
republished, posted, transmitted, distributed, disseminated, disclosed, quoted, or referenced, in whole or in part, to any other person without HPS’s prior written consent. 
Certain information contained herein concerning economic trends is based on or derived from information provided by independent third-party sources. HPS believes 
that such information is accurate and that the sources from which it has been obtained are reliable; however, it cannot guarantee the accuracy of such information and 
has not independently verified the accuracy or completeness of such information or the assumptions on which such information is based. Moreover, independent third-
party sources cited in these materials are not making any representations or warranties regarding any information attributed to them and shall have no liability in 
connection with the use of such information in these materials. 

Important Disclosures
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