
As of 6 January 2025. Unless otherwise stated, the information presented has been prepared from market observations and other sources believed 
in good faith to be reliable. Information and opinions expressed by PPM are current as of the date indicated and are subject to change without notice. 
Past performance is no guarantee of future results. Forward-looking statements are subject to uncertainties that could cause actual developments and 
results to differ materially from the expectations expressed.

Running the Right Race in 2025: 
Taking Advantage of Different Starting Points
As investors size up opportunities in the new year, 
we believe that they need to be mindful of the recent 
history of each asset class and how that sets the stage 
for 2025. Fixed income has experienced two years of 
positive excess returns, weathering the high interest 
rate environment quite well. We expect that demand will 
remain in place as yields remain attractive, and economic 
growth is forecast to continue next year. However, with 
historically tight credit spreads and potential policy 
changes from the upcoming Trump administration 
having sub-sector implications, we believe credit 
selection will be paramount in 2025.

Meanwhile, 2023 and 2024 were years of underwhelming 
activity in both commercial real estate (CRE) and some 
areas of private equity (PE) as higher interest rates 
adversely impacted these asset classes more so than 
fixed income. However, PE investors have experienced 
a pickup in exit activity and signs of a fundraising thaw, 
driven by lower interest rates, and we expect those areas 
of the market to pick up in 2025. Although the resetting 
of Office is still ongoing in CRE, we anticipate the solid 
fundamentals of the other four major property types 
to remain in place next year. We expect opportunities 
to be abundant in both asset classes, but investor due 
diligence will remain critical as interest rate uncertainty 
still remains a risk. 

https://www.ppmamerica.com/our-insights/insight/2024-12-12_fixed-income-insights_election
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With the Fed beginning its rate cutting cycle in 
September along with a pre- and post-election 
rally in most US risk markets, momentum is 
positive as we end 2024. Economic growth 
remains strong; the job market is balanced; 
earnings growth is healthy; volatility is low; and 
inflation is close to the 2% mandate.1 However, 
risk assets appear to be priced accordingly 
with investment grade (IG) credit spreads at 
multi-decade tights.2 As such, we believe credit 
selection will be vital in 2025.

Fixed income yields remain attractive on a long-
term basis, especially versus the equity market, 
and we expect elevated demand to continue 
across the IG market. But that demand has 
also led to spread compression across all credit 
rating buckets, reducing the risk-adjusted 
return. As a result, we feel now is the time 
to get closer to home risk-wise and wait for 
opportunities to deploy capital. The good news 
is that we expect those opportunities to come, 
with a heightened focus on political impacts 
and a more aggressive M&A landscape.

Politically, investors are eager to see how 
campaign trail rhetoric translates into real policy 
changes. We expect those policy changes to 
inject some volatility into markets. Deregulation 
and lower taxes (both corporate and individual) 
would most likely be tailwinds for performance.

However, an increase in tariffs and a change 
in immigration policy would most likely have 
a detrimental impact on pockets of the IG 
market. For example, an uptick in deportation 
may lead to an increase in employee costs for 
those sub-sectors that rely on immigration for 
labor. Additionally, higher tariffs could harm 
pricing in certain sectors while also hampering 
the Fed’s ability to ultimately bring inflation 
down to the 2% target.

M&A may also provide numerous 
opportunities for capital deployment in 2025. 
High CEO optimism, more friendly regulatory 
bodies and equities near all-time highs should 
lead to a heightened M&A landscape where 
it will be particularly important to avoid the 
acquirers and own the acquirees.

While starting 2025 closer to home from a 
risk perspective, we have still found places 
to put money to work to start the new year. 
Specifically, we are overweight Banks as less 
regulation may lead to less issuance which 
should be beneficial for performance. We also 
see opportunities in select Utility and Food 
companies.

Overall, it is our view that credit and sub-
sector differentiation will play a major role in 
performance next year with spreads at these 
tight levels. With our experienced analyst, 
trading and portfolio management teams, we 
feel PPM is well-positioned to help our clients 
by building consistently performing portfolios 
on a security-by-security basis.

KEY TAKEAWAYS 

> With credit spreads at multi-decade 
tights, credit selection will likely be 
paramount for 2025

> We anticipate strong underlying 
demand to remain in place as yields 
remain historically attractive

> Political appointees and increased 
M&A are expected to lead to an 
acceleration in sector differentiation

(1) FactSet Earnings Insight. 6 December 2024. (2) FactSet. Daily spread and YTW for the Bloomberg US Credit Index through 10 December 2024. Forward-
looking statements are subject to uncertainties that could cause actual developments and results to differ materially from the expectations expressed.
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Investors in the Investment Grade Private 
Credit (IGPC) market are currently benefiting 
from several tailwinds that we expect to 
remain in 2025. Regulation continues to limit 
bank capital available for corporate lending, 
opening the door for institutional investors. 
Indeed, corporate pension funds and 
insurance companies are increasing exposure 
to the asset class. At the same time, issuance 
is growing as issuers look for a tailored debt 
solution outside of public markets (size, tenor, 
funding dates). Generationally tight spreads in 
public investment grade markets have caused 
private premiums to widen, making overall 
IGPC yields more attractive.

IGPC investing generally falls into four 
categories: corporates, infrastructure/project 
finance, credit tenant lease and asset-backed 
finance. We would note that asset-backed 
finance is expected to be the fastest-growing 
segment.

With policy uncertainty once again 
surrounding the market in the new year, the 
covenants written into many IGPC bonds 
may provide investors with protection 
against credit deterioration. Examples of such 
structural enhancements include leverage 
covenants (debt/EBITDA) or asset sale 
restrictions, which may result in additional 
economics to investors through amendment 
fees and coupon bumps.

Acknowledging that the private bond market 
tends to be less liquid than the public, 
IGPC bonds typically offer a credit spread 
premium between 20 to 100 bps higher than 
comparable public investments.3  We expect 
this spread premium to stay at existing levels 
throughout 2025. In fact, the premium is 
ending 2024 at the higher end of that range.

Quickly on liquidity, demand historically 
outstrips supply, providing more market 
liquidity when making sales of IGPC debt. 
Specialty broker dealers that traffic in IGPC 
bonds are flourishing and new entrants are 
entering the market. Constricted allocations 
on new issues also leave investors demanding 
secondary purchases.

KEY TAKEAWAYS 

> By adding IGPC to fixed income 
portfolios, an investor can reduce 
risk through diversification and 
covenants while picking up yield 
over equivalent public corporate 
bonds; this relationship is expected 
to continue into 2025

> Tailwinds such as limited bank 
capital, increasing institutional 
investor demand and growing 
issuance are all likely to continue

(3) Unless otherwise indicated, private placement statistics may include issuance amounts, spreads and premiums that are aggregated and calculated 
by PPM based on compilation of transactions PPM observes in the private placement market. Sources of PPM data may include, but are not limited to, 
the investment bank or agent sponsoring a transaction, SEC filings, or other third-party data sources obtained by PPM in good faith and believed to be 
reliable, including the Private Placement Monitor. Data on public bonds used to calculate private placement premiums comes from Bloomberg. Forward-
looking statements are subject to uncertainties that could cause actual developments and results to differ materially from the expectations expressed.

LUKE STIFFLEAR, CFA 
Head of Private and 
Structured Credit

2025 Outlook: US Investment Grade Private Credit

US IGPC ISSUANCE HIT A RECORD IN 20243
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(4) Unless indicated, data sourced from BofA Global Research. 2 December 2024. (5) Rating data sourced from ICE Data Services and through 30 
November 2024. (6) Flow data sourced from Morningstar and through 30 November 2024. (7) Dispersion defined as the proportion on a face value 
basis of the developed market USD HY Index marked +/-100 bps of the overall Index level. Forward-looking statements are subject to uncertainties that 
could cause actual developments and results to differ materially from the expectations expressed.

2025 Outlook: US High Yield

We expect the supportive elements of the 
high yield credit cycle to continue in 2025. 
Economic and corporate profit growth are 
positive. The upgrade/downgrade ratio has 
stabilized and the distress ratio is well below 
long-term averages, signaling a benign 
default outlook.4 

Valuations generate much debate with 
spread levels near multi-decade lows. Yield 

levels around 7% still offer intriguing long-
term return prospects. The ICE BofA US High 
Yield Constrained Index – at over 50% BB and 
only 12% CCC – is also higher quality than 
in past cycles.5 We believe the key macro 
questions are around employment, inflation 
and interest rates. We continue to watch for 
any cracks in what has been a resilient US 
employment picture. Inflation is contained, 
in our view.

The technical picture remains robust. The 
asset class has experienced consistent 
inflows, while net supply has been 
moderate.6

Overall, we see value in the core of the 
market – spreads in the 200-400 bps range 
– across ratings. Dispersion in credit spreads 
declined in 2024 but still screens high relative 
to spread levels. Thematically, we like select 
BBB rated credits over higher-quality BB risk. 
Sector-wise, we favor natural gas-exposed 
credits in the Energy sector over oil-exposed 
names and are overweight Financials and 
Telecommunications. For clients that have 
the flexibility to own leveraged loans, we 
favor an out-of-index allocation to earn 
attractive current income.

ADAM SPIELMAN 
Head of Leveraged Credit

JOHN BROZ 
Portfolio Manager

KEY TAKEAWAYS 

> The high yield credit cycle benefits 
from positive trends in ratings, a 
lower distress ratio and a below 
average default outlook

> Economic growth has been resilient, 
while we remain focused on any 
cracks in the labor market

> We see value in natural gas-exposed 
Energy names, Financials and 
Telecommunications; leveraged 
loans still offer attractive income 

DISPERSION DECLINED IN 2024, BUT STILL SCREENS HIGH RELATIVE TO SPREADS7

KARL PETROVICH 
Portfolio Manager
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(8) Unless indicated, data sourced from LCD, a part of PitchBook. 2 and 9 December 2024. Forward-looking statements are subject to uncertainties 
that could cause actual developments and results to differ materially from the expectations expressed. 

2025 Outlook: US Leveraged Loans

Our view is that the supportive elements 
of the bank loan credit cycle seen in 2024 
along with positive economic and corporate 
profit growth should continue in 2025. 
Valuations have become less compelling in 
the loan market with over 2/3 of the market 
trading above par, more than doubling the 
average since 2014.8  However, loans still 
offer attractive carry with yields over 8%. We 
believe such conditions favor PPM’s bottom-
up, research-focused investment approach to 
find relative value on a credit-by-credit basis.

Fundamentally, we expect improvements in 
loan defaults and the upgrade/downgrade 
ratio over the next year. Loan defaults, 

including liability management exercises 
(LMEs), are currently at a 46-month high, but 
forward looking indicators such as the distress 
ratio imply a lower default rate in 2025. 

The technical picture of the loan market 
should remain robust with CLO creation, 
inflows into the asset class, and moderate net 
supply continuing into 2025. To illustrate the 
currently supportive nature of loan technicals, 
CLO issuance, a major driver of demand, is up 
72% from the year-ago period.

From a macro perspective, the three main 
areas of focus are employment, inflation 
and interest rates. The US job market has 
held up admirably in this elevated interest 
rate environment, but we are looking for any 
signs of softening. We believe inflation has 
been restrained, but the interest rate story is 
still playing out as markets await the policy 
impacts of the upcoming second Trump 
administration.

As for investment opportunities, we continue 
to focus on investing in core performing 
credits in the loan market to capture the carry. 
Sector-wise, we favor midstream credits in 
the Energy sector and are overweight Food, 
Beverage & Tobacco and Healthcare. We 
consider some of our Healthcare holdings to 
be post-LME success stories, with names that 
have improved their capital structure since 
the COVID downturn. For clients that have the 
flexibility to own corporate bonds, we favor 
an out-of-index allocation to provide price 
convexity.

ADAM SPIELMAN 
Head of Leveraged Credit

LOAN VALUATIONS HISTORICALLY HIGH TO END 20248

KEY TAKEAWAYS 

> �Bank loans can offer investors 
attractive carry with yields over 8%; 
although prices are high, supportive 
fundamentals and technicals are 
set to continue into 2025

> �From a macro perspective, the 
three main areas of focus that 
could impact the bank loan market 
are employment, inflation and 
interest rates

> �Sector-wise, we favor midstream 
credits in the Energy sector and 
are overweight Food, Beverage & 
Tobacco and Healthcare

Par and Above Average Since 2014

27.9% Average

JOHN BROZ 
Portfolio Manager
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(9) PitchBook. As generated on 11 December 2024. Forward-looking statements are subject to uncertainties that could cause actual developments 
and results to differ materially from the expectations expressed.

2025 Outlook: US Private Equity

CHAMP RAJU 
Head of Private Equity

CRAIG RADIS 
Senior Partner

With the Fed beginning a rate cutting cycle 
in September and a Republican government 
taking over in January, the market consensus 
is for a bright 2025 for US PE. We agree, but 
we also believe times of exuberance are not 
times to forgo extensive underwriting and 
due diligence.

Since 2022, when the Fed’s rate hiking cycle 
significantly raised interest rates, the PE 
market has faced headwinds. Exit activity 
slowed, led by a reduction in IPOs. However, 
2024 brought a pickup in exit activity, which 
we expect to continue in 2025. There has 
been a surge in single-asset continuation 
vehicles, increasing distributions to limited 
partners (LPs). Given today’s lower interest 
rate environment, some general partners 
are refinancing debt facilities and executing 
dividend recapitalizations to provide LPs with 
liquidity.

Fundraising activity had slowed for all but 
the biggest names, resulting in smaller dollar 
amounts raised amid longer time frames. We 
observed some thawing in 2024 and believe 
the fundraising market could improve next 
year. When the pace of asset sales increases, 
distributions back to LPs also increase, which 
can increase LPs capacity to commit fresh 
capital. Further, more recent PE vintages may 
be investing at better valuations.

Investment activity has already rebounded, 
and we expect robust deal flow again in 2025. 
This includes an area of focus for PPM – co-
investment deals. Lower interest rates could 
bolster deal flow; however, cheaper borrowing 
costs may also lead to elevated valuations.
The Technology sector has been a focal 
point for PE investors, and we expect it to 
remain so. AI and machine learning seem to 
be discussed at every meeting. These trends 
impact other sectors – maybe all sectors – 
given technology needs are embedded in 
most businesses.

The macro drivers we have discussed come 
with risks. The Fed’s current cutting cycle 
is underpinned by the assumption inflation 
is under control, but it may not be. While 
we believe portfolio companies are better 
prepared to manage higher rates, an uptick 
in inflation could lead to slower growth and 
higher input costs. The economy has been 
supported by consumer spending, but that 
strength may ebb in 2025. Specific to PE, 
public equity markets have outperformed 
over the last two years, and continued 
outperformance could impact flows of future 
dollars into PE.

KEY TAKEAWAYS 

> US PE investors have experienced 
a pickup in exit activity and signs of 
a fundraising thaw, driven by lower 
interest rates; we expect those areas of 
the market to improve in 2025

> We also believe deal flow will remain 
robust, especially for co-investments

> Despite market expectations for a 
strong year, underwriting and due 
diligence will remain paramount 
as inflation, geopolitics and 
macroeconomic uncertainty remain 
risks

WE EXPECT DEAL FLOW TO REMAIN ROBUST, ESPECIALLY FOR CO-INVESTMENTS9
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MARK STAUB
Senior Partner

RAY ZHANG, CFA
Partner
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(10) J.P. Morgan. Commercial Real Estate Update. 11 October 2024. (11) Trepp, Inc. Based on Federal Reserve Flow of Funds through Q2 2024. (12) 
MBA. Commercial Real Estate Finance Market Outlook. September 2024. Forward-looking statements are subject to uncertainties that could cause 
actual developments and results to differ materially from the expectations expressed.

2025 Outlook: US Commercial Real Estate

JOE BURKE, CRI, FLMI 
Interim Head of Commercial
Real Estate

As we wrap up 2024, we contend that 
investors are best served viewing the CRE 
market through two different lenses. Setting 
aside Office for a moment, fundamentals are 
stable to strong in the Multifamily, Industrial, 
Retail and Hotel property types as occupancy 
levels remain healthy and rental growth is 
steady. We expect this to continue into 2025 
with marginal improvement possible.

Technical tailwinds may also occur next year, 
as we anticipate new construction starts in 
Multifamily and Industrial to remain on the 
decline. Deliveries have begun moderating 
in the second half of 2024 due to the lack of 
available construction financing and the high 
cost to build.10 As such, a decrease in supply 
should have a positive impact on occupancy 
levels and rental growth.

Office, on the other hand, remains challenged. 
We have seen some green shoots as a handful 
of markets have had positive absorption. 

Certain companies such as Amazon are 
beating the drum for employees to come 
back to the office full-time, or at least close 
to full-time, which may help buck the work-
from-home trend. Also, our base case is that 
Office valuations have stabilized with a bias to 
go upward. But, we believe some pain still is 
possible with Office loan maturities coming up 
and tenant lease expirations coming into play.

Looking at the CRE market as a whole, we feel 
that 2025 will be defined by two major factors: 
upcoming loan maturities and long-term 
interest rates. With a 13% rise in maturities 
from 2024, the coming year should provide 
ample opportunities for lending.11 In fact, the 
MBA forecasts that total mortgage lending 
(originations and refinancing) should increase 
from $539B to $665B in 2025.12 

Although much focus will be on how the Fed 
manages the rate cutting cycle in the new 
year, it is long-term interest rates that may 
have an outsized impact on not only lending 
activity but also valuations and property sales 
volume. Barring a run-up in the back-end of 
the Treasury yield curve, we expect most 
property types to appreciate and lending 
activity to meet estimated projections. This, 
in turn, should lead to demand for mortgage 
capital.

With this potential uptick in lending 
opportunities, our CRE team will continue to 
monitor all markets and major property types 
looking for relative value for our clients. We 
anticipate maintaining our historical focus 
on Multifamily, Industrial, and Necessity-
Anchored Retail loans, which are considered 
more defensive property types.

MATURITIES IN 2025 MAY LEAD TO OPPORTUNITIES11
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KEY TAKEAWAYS 

> Setting aside Office, we expect 
occupancy levels in the other four 
major property types to remain healthy 
and rental growth to be steady in 2025

> A rise in maturities in 2025 should 
provide ample opportunities for lending

> However, long-term interest rates may 
have an outsized impact on not only 
lending activity but also valuations and 
property sales volume

CMBS Life Cos GSE OtherBanks



ABOUT PPM AMERICA
Our mission is to be seen by clients and their advisors as 
a consistently reliable partner to help them achieve their 
long-term value goals.

PPM is a US-based institutional asset manager with $76.66 
billion in assets under management as of 30 September 
2024.13 Established in Chicago in 1990, PPM exists to 
consistently support institutional clients in achieving their 

long-term value goals. We offer our Midwestern mentality 
of hard work, straight talk, full transparency and humility. 
Our success is supported by a team-based culture that 
encourages debate, collaboration and consistency. At the 
center of our belief is the fact that our best ideas to date 
have and can come from any team member anywhere in 
our firm. We believe the success of our investment culture 
is best demonstrated by the strong retention of our clients 
and investment professionals.

Past performance is no guarantee of future results. Investments involve 
varying degrees of risk and may lose value. 

Generally, PPM America, Inc. is referred to herein as “PPM.” Any use or 
reproduction of the information contained herein is prohibited without 
the written permission of PPM.

This document has been prepared solely for informational purposes 
and is not a recommendation, offer, or a solicitation of an offer, to buy, 
sell, or hold any security or instrument. Certain products and services 
may not be available in all jurisdictions or to all client types. No offer of 
any interest in any product will be made in any jurisdiction in which the 
offer, solicitation or sale is not permitted, or to any person to whom it is 
unlawful to make such offer, solicitation or sale.

The opinions and views expressed herein are not intended to be relied 
upon as a prediction or forecast of actual future events or performance, 
guarantee of future results, recommendations or advice. Forward-
looking statements are subject to uncertainties that could cause actual 
developments and results to differ materially from the expectations 
expressed. All statements other than statements of historical fact are 
forward-looking statements based on PPM’s plans, expectations and 
views as of the date herein, and can be identified by the use of words 
such as “may”, “will”, “except”, “view”, “potential”, “target”, “likely”, “believe”, 
“anticipate”, “should”, “estimate”, or other similar words. This information 
has been prepared from sources believed reliable, but the accuracy and 
completeness of the information cannot be guaranteed. Information and 
opinions expressed by PPM are current as of the date indicated and are 
subject to change without notice.

This document may include simplified presentations of complex 
processes and are provided for illustrative purposes only. PPM’s actual 
activities and processes may differ from what is shown herein. No 
assurance can be given that such processes will be applied at any given 
time and are subject to change without notice.

(13) AUM includes committed but unfunded capital for PPM’s private 
equity and commercial real estate businesses.

There can be no assurance that any particular individual will be involved 
in the management of any portfolio for any period of time, if at all. 
Furthermore there can be no assurance that any PPM professionals 
presented herein will remain with PPM or that past experience or 
performance of such professionals serves as an indicator of his or her 
performance.

Indices are unmanaged and are not available for direct investment. The 
index returns do not reflect management fees, transaction costs, or other 
expenses, with the exception of ICE indices that do reflect transaction 
costs. Performance of any index does not represent actual portfolio 
performance. A portfolio may differ significantly from the securities 
included in an index. Any index information provided is for comparison 
purposes only to reflect general market conditions for the period shown. 

The Bloomberg US Credit Index provides a broad measure of investment 
grade, USD-denominated credit securities. It includes publicly-issued US 
and SEC-registered global corporate securities, foreign debt and secured 
notes. 

The ICE BofA US High Yield Constrained Index provides a measure of 
below investment grade bonds, is constructed based on the ICE BofA 
US High Yield Index and imposes a 2% issuer cap. The ICE BofA US High 
Yield Index provides a broad measure of below investment grade, USD-
denominated fixed rate corporate debt. It includes corporate bonds with 
risk exposures to countries that are members of the FX-G10, Western 
Europe or territories of the US and Western Europe.

ICE Indices (the “Indices”) are a product of ICE Data Indices, LLC (“ICE 
Data”) and are used with permission. ICE® is a registered trademark of ICE 
Data or its affiliates. ICE Data, its affiliates and their respective third party 
suppliers disclaim any and all warranties and representations, express 
and/or implied, including any warranties of merchantability or fitness 
for a particular purpose or use, including the Indices, index data and any 
data included in, related to, or derived therefrom. Neither ICE Data, its 
affiliates nor their respective third party suppliers shall be subject to any 
damages or liability with respect to the adequacy, accuracy, timeliness or 
completeness of the Indices or the index data or any component thereof, 
and the Indices and index data and all components thereof are provided 
on an “as is” basis and your use is at your own risk. Inclusion of a security 
within an index is not a recommendation by ICE data to buy, sell, or hold 
such security, nor is it considered to be investment advice. ICE data, 
its affiliates and their respective third party suppliers do not sponsor, 
endorse, or recommend PPM America, Inc., or any of its products or 
services.
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