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Disclaimer
The investment ideas and approach discussed in this presentation are not intended for retail investors and are only suitable for sophisticated and qualified investors who are comfortable with bearing the associated risks after conducting appropriate due diligence.

These materials shall not constitute an offer to sell, or the solicitation of an offer to buy, any interests in any vehicle or investment fund managed by Diameter Capital Partners LP or any of its affiliates (“Diameter” or “DCP”). Any such offer can only be made with the appropriate private

placement memorandum or offering circular, prospectus, governing documents and subscription documents, which will contain key terms and risks of an investment in any DCP vehicle (the “Operative Documents”). In the case of any inconsistency between the descriptions in this

presentation and those in any Operative Documents, the Operative Documents shall control. A recipient of this presentation is cautioned against using any information contained herein as the basis for making a decision to purchase any security.

The information herein reflects the opinion and estimates of Diameter as of May 12, 2026 (unless otherwise stated), and it is subject to change at any time after this date without notice to the recipients hereof. We do not make any representations about the accuracy of the data or

information presented here. THIS PRESENTATION IS FOR INFORMATIONAL PURPOSES ONLY AND SHOULD NOT BE DEEMED TO BE SPECIFIC INVESTMENT ADVICE OR A RECOMMENDATION TO PURCHASE OR SELL ANY SPECIFIC SECURITY.

This presentation does not provide investment recommendations specific to individual investors. DCP assumes that the recipients of this presentation are capable of evaluating the information contained herein using their own independent judgement and expertise. Investors must make

their own investment decisions based on upon their specific investment objectives and financial situation utilizing their own financial advisors as they deem necessary.

While the information presented in these materials is presented in good faith, neither DCP nor any of its affiliates or representatives (i) makes any express or implied warranty as to the completeness or accuracy of the information contained in this presentation, (ii) shall be liable for errors

appearing in this presentation or (iii) has any duty to update this presentation or any of the information contained herein. The information herein is not intended to provide, and should not be relied upon for, accounting, legal or tax advice or investment recommendations. A recipient of

this presentation should consult his or her tax, legal, accounting or other advisors about the matters discussed herein. The information contained in these materials is not intended to be, and should not be viewed as, “investment advice.” DCP does not provide tax advice.

This presentation uses information and analyses from third party reports and other public information. DCP does not guarantee the accuracy, completeness, timeliness or availability of any information, including ratings, and is not responsible for any errors or omissions (negligent or

otherwise), regardless of the cause, or for the results obtained from the use of such content. Third-party content providers give no express or implied warranties, including, but not limited to, any warranties of merchantability or fitness for a particular purpose or use. DCP assumes no

liability for any of the analysis by third party sources, and DCP has not verified that such analysis is current. Numbers have been rounded and any performance figures are unaudited estimates. For additional information regarding the sources and/or backup used in this presentation,

please contact DCP’s IR team.

The investment opportunities reviewed by the Diameter investment team in the past may not represent the opportunity set that the investment team will see in the future when they review and analyze opportunities for any existing or future DCP Vehicles. Past performance of the

investment team or of any DCP Vehicle should not be construed as an indicator of future performance of such investment team or DCP Vehicle or any other investment team or DCP Vehicle.

There is no assurance that the investment objective of any investment vehicle managed by Diameter will be achieved or that it will be able to avoid losses. The investment opportunities reviewed by the Diameter investment team in the past may not represent the opportunity set that the

investment team will see when they review and analyze opportunities for existing or future investment vehicles. There can be no assurance that DCP’s current investments will have the characteristics or returns of the prior investments made by Diameter for its various vehicles.

An investment in any vehicle managed by DCP is speculative and involves a high degree of risk. An investor should not make an investment in a DCP vehicle unless it is prepared to lose all or a substantial portion of its investment. Opportunities for withdrawals/redemptions and

transferability of interests/shares of the DCP vehicles will be severely restricted, so investors may not have access to capital when it is needed. No secondary market for the interests/shares of the DCP vehicles is expected to develop. Leverage may be employed in the portfolio, which can

make investment performance volatile. The fees and expenses charged in connection with this investment may be higher than the fees and expenses of other investment alternatives and may offset profits.

Each fund may modify its respective investment approach and portfolio parameters in the future without notice to investors in a manner that DCP believes is consistent with their respective overall investment objectives.
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How Diameter makes returns for our investment partners

➢ Targeting business complexity

➢ Industry insight that drives conviction

➢ Proven playbook with an expansive lens

➢ Proactive research allows us to pounce on technical dislocations

When the circumstances come together, there can be an opportunity to make outsized gains
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Public Interest in Private Credit is PIK-ing up…

Image made by Diameter using ChatGPT.
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…and Coverage is increasing

Google Search Trends for “Private Credit”

Source: Diameter-performed search on Google Trends. Query ran on 4/30/26.
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The entire $40tn Private Credit market is Under Review, but let’s get 
Current on Direct Lending

Source: Apollo Global Management’s “Private Credit: Facts vs. Fiction“ as of December 2025. Image made by Diameter using ChatGPT.
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Section 1: How did we get here?

Image made by Diameter using ChatGPT.
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Post-GFC regulation drove banks out of corporate leveraged lending

Source: Federal Deposit Insurance Corporation’s Historical Bank Data as of 4/30/26. Image made by Diameter using ChatGPT. 
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NAV

Dry powder

Direct Lending stepped in to fill the void…

Direct Lending Fundraising and Deployment (billions)

2008–2012

Post-GFC bank retreat 
opens the door for 
direct lenders

2013–2017

PE-backed lending 
platforms scale rapidly; 
fees attract lenders

2018–2020

Covenant-lite becomes 
norm; borrower size 
increases significantly

2021–2025

Non-traded BDCs go 
from $0 to $200bn+; PC 
surpasses BSL market

Today

Direct Lending is a 
~$2tn+ asset class, ~5% 
of the total PC market

Source: Pitchbook LCD’s “H2 2025 Global Private Debt Report” as of 6/30/25. Diameter analysis.



S T R I C T L Y  C O N F I D E N T I A L  |   D I A M E T E R  C A P I T A L  P A R T N E R S    10S T R I C T L Y  C O N F I D E N T I A L  |   D I A M E T E R  C A P I T A L  P A R T N E R S    10

… and significantly outgrew the High Yield and BSL markets

Source: JP Morgan DataQuery as of 6/30/25.

AUM Growth by Market (billions)
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As Private Credit raised more capital, retail became the next frontier; 
investors were promised “semi-liquid” exposure to illiquid assets

Fundraising to Perpetual Retail Structures (billions)
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-

$50

$100

$150

$200

$250

$300

$350

2017 2018 2019 2020 2021 2022 2023 2024 2025

Source: JP Morgan Asset Management "Guide to Alternatives” as of 6/30/25.
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BSL CLOs Private Perpetual BDCs

Fees on private credit vehicles have exceeded those of traded credit

Source: Raymond James Investment Banking’s “Q4 2025 BDC Market Update“ as of  12/31/2025. Illustrative example assumes levered fund return of 11.0%.

Management Fee: 
125 bps

Incentive Fee: 12.5%
over 7% hurdle

Typical Fee Structure on Assets

6-7x
Greater Fees 

for BDCs

Management Fee:
35-45 bps 
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Public alternatives managers leaned into AUM and FRE growth; 
Private Credit became their engine

Source: Public Filings as of each respective year-end date. Includes management fees from “Credit & Insurance” for Manager A, “Credit” for Manager 2, and “Direct Lending” for Manager 3.

Private Credit Fee-Related Revenue (millions)
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2019-25 CAGRs
Manager 1: +22%
Manager 2: +23%
Manager 3: +52%

Stock up 820%+ from 2019-25Stock up 410%+ from 2019-25

Stock up 45%+ from 2021-25
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Private Credit M&A expanded amid FRE multiple expansion
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FRE Multiples of Select Large Cap Alts Managers Private Credit M&A

Source: Bloomberg as of 4/24/26.
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Private Credit M&A expanded amid FRE multiple expansion
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FRE Multiples of Select Large Cap Alts Managers Private Credit M&A

HPS was acquired for ~30x forward 
FRE in July 2025

Source: Bloomberg as of 4/24/26.
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Industrial-scale origination and deployment drove PC platforms’ 
enterprise value

Image made by Diameter using ChatGPT.
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Deployment demands drove a shift to larger deals…

Source: Pitchbook LCD, Future Standard’s “Software exposure concentrated in large-cap private credit”.
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… and into sectors that banks couldn’t (or wouldn’t) compete

Self-Reported Private Credit Exposure By Sector
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Software & Tech (+17pp)

Business Services (+8pp)

Healthcare (+3pp)

Other (all remaining 
sectors) (-28pp)

Steady migration to asset-lite sectors led by software and tech

Source: BDC filings, JPM’s “Private Credit Outlook and BDC Market Monitor”. “Other” includes E&P, Durables, Financial Services, Retail, Energy Services, Apparel, Commercial Products, Chemicals, others.
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Meanwhile, credit metrics worsened, with Covid the low point…

Leverage and Interest Coverage

Source: Morgan Stanley’s “Private Credit Tracker” as of 12/5/25.
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… amid general weakening in lenders’ structural protections
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Source: Morgan Stanley’s “Private Credit Tracker” as of 12/5/25.

Share of Private Credit Issuers with…
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Section 2: Private Credit becomes SaaS-y

Image made by Diameter using ChatGPT.
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Software emerged as Private Equity’s favorite flavor

Image made by Diameter using ChatGPT.
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Private Equity investment in technology accelerated during Covid

Technology LBO Stats (billions, except numeric count)
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Source: Pitchbook LCD’s “2025 Annual US PE Breakdown” as of 12/31/25.



S T R I C T L Y  C O N F I D E N T I A L  |   D I A M E T E R  C A P I T A L  P A R T N E R S    24S T R I C T L Y  C O N F I D E N T I A L  |   D I A M E T E R  C A P I T A L  P A R T N E R S    24

Private Credit became the primary financier of software…

Count of $1bn+ Unitranche Deals in the Software Sector

Source: Pitchbook LCD, Future Standard’s “Software exposure concentrated in large-cap private credit”.

PC funds were raised specifically around sponsor-backed software financing, and ARR 
lending – where EBITDA isn’t a financing metric – grew dramatically
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… extending higher leverage than to any other sector…

Median Private Credit Leverage by Sector

Source: Morgan Stanley’s “Private Credit Tracker 4Q 2025 using S&P Data as of 12/31/25.
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… while finding comfort in Private Equity’s lofty purchase multiples

TEV / EBITDA Multiples – Software Sector

Source: Capital IQ’s S&P 500 Software Industry charting, Image made by Diameter using ChatGPT.
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In late 2022, ChatGPT – with its disruptive potential – arrives

Image made by Diameter using ChatGPT.
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Diameter began highlighting AI-related risks in software…

Q2 2023 Letter Q3 2023 Letter Q2 2024 Letter Q4 2024 Letter Q1 2025 Letter

“Many businesses will 

first experience a 

productivity boost from 

the technology before it 

disintermediates 

them.”

“This will make the 

process of sorting out 

winners and losers an 

exercise in both long- 

and short-term thinking.” 

“We’ve spent a lot of 

time assessing AI’s 

impact on companies 

across the economy. 

We think for now it will 

help a lot of companies 

before then ruthlessly 

eliminating them.”

“It’s also not a good 

time to be facing 

secular change, like 

software providers up 

against artificial 

intelligence (AI), or to 

be the third or fourth 

provider…”

“As AI improves, it 

could lead to a 

microcycle in software. 

Few sectors are more 

levered…We think 

upwards of 30% of 

senior private credit 

loans are made to 

software companies.”

“AI, as it scales, would 

come to threaten the 

SaaS software space…”

“the path to artificial 

general intelligence would 

not be linear…years of 

fits-and-starts and lots of 

bankruptcies.” 

“the search for winners 

and losers has only just 

begun.”

Q1 2026: “As we’ve been warning in these letters for three years, AI is coming for software.”

Source: Diameter Quarterly Letters
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… and de-risked our book accordingly

Diameter Hedged Strategy – Net Software Exposure
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Note: Classifications of hedged strategy investments into the software sector created by Diameter based on its own internal methodologies, which change from time to time and are subject to human 

error. An investment may be categorized in different sectors from month to month depending on various considerations. Excludes hyperscalers.
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But Private Credit lending to software continued to grow

Self-Reported Private Credit Exposure to Software

Source: Public BDC filings, JPM’s “Private Credit Outlook and BDC Market Monitor”.
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We believe software exposure is even higher than what is reported

BDCs’ Exposure to Software by Classification Method
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Self Reported Pitchbook Diameter

Source: Based on publicly available filings and Pitchbook LCD data as of 12/31/2025. Set includes the BDC universe that the Private Credit team at Diameter tracks. Classifications of BDCs' investments in the 

software sector created by Diameter based on its own internal methodologies, which change from time to time and are subject to human error. An investment may be categorized in different sectors from 

month to month depending on various considerations. 
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SaaS underwriting was done based on backward-looking metrics

What They Saw What They Missed

✓ High retention rates

✓ Low churn

✓ Rule of 40

✓ Strong gross margins

✓ Predictable revenue

✓ Low marginal costs

? Adoption / Progression of LLMs

? Not all SaaS is created equal

? Tech always evolves

? 90% GMs aren’t sustainable

? SaaS shares risk factors

? Shift from seat- to usage-based pricing
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While targeting SaaS as a means of growth, some managers forgot 
PC’s cardinal rule:

In a levered carry investment with limited 
upside convexity…
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… portfolio diversification is critical

Image made by Diameter using ChatGPT.
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Section 3: Where are we today?

Image made by Diameter using ChatGPT.
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The market has finally woken up on AI

Source: Meme Generator.
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Software multiples have compressed significantly since 2022…

Source: Centerview Partners’ “Software Industry Perspectives” with information from Factset as of 2/10/26.

Software Performance by Subsector since January 2022
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... followed by steep declines in credit and other AI-exposed equities

Weighted Average Bid on Software BSLs DCP Custom AI-Vulnerable Equities Basket
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Problems are acute in the 2021-22 SaaS vintage, which will soon 
become current…

Maturity Walls for Outstanding Software Loans
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~50% of software loans are set to go current in the next ~2.5 years

Source: Morgan Stanley’s “Private Credit Tracker 4Q 2025 using S&P Data as of 12/31/25.
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… and there are questions about Private Credit marks

Pct. Point Price Range for Loans Held by Multiple BDCs Adverse Media Around Private Credit Valuations

Source: PIMCO’s “The Credit Market Lens: Differing Signals in BDCs, and Orderly Defaults in High Yield” with Pitchbook LCD data as of 4/27/2026; Image made by Diameter using ChatGPT (RHS) using 

Bloomberg, Wall Street Journal, Financial Times, Forbes, Sage Advisory, MarketWatch as of the dates listed.
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But Private Credit managers remain confident…

Source: Public Filings / Earnings Calls. Image made by Diameter using ChatGPT.
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… despite lower historical recoveries in asset-lite credits…

Source: JP Morgan’s “High-Yield and Leveraged Loan Morning Intelligence” as of 4/13/26.
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… and portfolios full of software…

BDCs’ Exposure to Software – Diameter View

Source: Diameter Analysis. Classifications of BDCs' investments in the software sector created by Diameter based on its own internal methodologies, which change from time to time and are subject to 

human error. An investment may be categorized in different sectors from month to month depending on various considerations. 
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… and other borrowers vulnerable to AI disruption

BDCs’ Exposure to Software and Other AI-Exposed Sectors – Diameter View

Source: Diameter Analysis. AI-exposed sectors include software / tech, outsourced business services, insurance brokerage, healthcare IT, internet services and retail, advertising / marketing, education 

and travel services, and similar. Classifications of BDCs' investments in the software and AI-exposed sectors created by Diameter based on its own internal methodologies, which change from time to time 

and are subject to human error. An investment may be categorized in different sectors from month to month depending on various considerations. 
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Hidden leverage may further compound the problem

Views are those of Diameter.

➢ Bank joint ventures (first-out / second-out structures)

➢ JV / licensing structures (SBIC-style or co-investment JVs)

➢ Single name total return swaps (TRS)

➢ Purchasing CLO equity / securitization residuals

➢ “NAV” loans

➢ Fund recourse loans

➢ Increasing extension and use of PIK

Examples of “Hidden” Leverage to the Equity Investor
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LPs in non-traded structures want out

Total PC Redemption Requests (billions)

Q1 2026:

$14bn+
in total redemption requests

~$8bn unmet
More than half of redemption 
requests were not fulfilled

Source: Wall Street Journal’s “The Private-Credit Industry’s Trouble: Surging Redemptions, Slower Fundraising” as of 3/26/26.
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Leverage providers to Private Credit are growing cautious

Views are those of Diameter.

➢ Increasing syndication (i.e., selling) of Private Credit ABLs

➢ Significant Risk Transfer (SRT) transactions across BDC revolvers

➢ Reductions to borrowing bases via marking down assets

➢ Broad “Software” definitions being added to concentration limits, limiting ability to overweight SaaS

Some lenders are already capping exposure to AI-exposed sectors, and others 
are walking away from SaaS-heavy funds altogether

Observed Trends Across Banks
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… risking a potential negative feedback loop

Image made by Diameter using ChatGPT.
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But this isn’t systemic

Image made by Diameter using ChatGPT.
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Section 4: Where do we see opportunities? 

Image made by Diameter using ChatGPT.

A

B

C
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Public BDCs: Public BDCs have come under attack…

52-Week Geometric Average Performance of Large Public BDCs
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Source: Bloomberg as of 4/30/26. Set includes the BDC universe that the Private Credit team at Diameter tracks: ARCC, BBDC, CCAP, MRCC, GBDC, OCSL, CGBD, BXSL, ICMB, GSBD, FSK, MFIC, NCDL, 

NMFC, MSDL, TCPC, PNNT, OBDC, TSLX.
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… trading down to ~25%+ discounts to asset value

Geometric Average Trading Metrics of Public BDCs
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Source: Bloomberg as of 4/30/26. Set includes the BDC universe that the Private Credit team at Diameter tracks: ARCC, BBDC, CCAP, MRCC, GBDC, OCSL, CGBD, BXSL, ICMB, GSBD, FSK, MFIC, NCDL, 

NMFC, MSDL, TCPC, PNNT, OBDC, TSLX.
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Low-teen dividend yields attractive for certain BDCs trading at 85-
90% of GAV with very limited software exposure

A

Diameter analysis of the BDC universe using publicly available data, including P/EV and dividend yield. Bubble size reflects “DCP software” exposure as a % of fair value. Data as of 5/8/26 market close.

Public BDC Universe Mapping
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Private Credit Secondaries: Diameter expects up to ~$150-200bn of 
PC loans to come up for sale in a nascent secondaries market…

Composition of the ~$2tn Direct Lending Market The Forced Seller Math

B

Non-traded BDCs ~$200bn+

Perpetual / semi-liquid funds ~$100bn+

BDC AUM with redemption features ~$300bn

Assumed forced to sell (~40%) ~$125bn

Selling from Non-BDCs / 
Institutions lightening exposure

~$25bn+

Bank ABL Margin Calls ~$25bn+

Total Secondary Opportunity ~$175bn+

Source: Composition stats from Keefe, Bruyette & Woods’ “Weekly BDC/RIC Market Overview” with data supplemented by LSTA, Preqin, LSEG, Barings, Withintelligence Alternative Investment 

Management Association as of 12/31/2025. Potential secondary opportunity sizing from Diameter’s analysis. 
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… creating opportunity to buy individual loans at attractive prices…

Image made by Diameter using ChatGPT.

Forced selling in response to redemption pressures and adverse valuations events is creating 
unprecedented scaled ability to “cherry-pick” loans instead of buying entire books.

B
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Diameter has executed 15 single name purchases in the secondary market over 
the last two months

…using our “Know the Names” DNA

Image made by Diameter using ChatGPT; Diameter.

B
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Direct Lending Opportunities: Keep focusing on fundamentals

Direct Lending Fundamentals

C

Image made by Diameter using ChatGPT.

✓ Deep and forward-looking 
underwriting

✓ Industry and subject matter 
expertise

✓ Focus on cash flow coverage

✓ Active portfolio construction and 
management

✓ Sector diversity

✓ Flexible mandate focused on best 
risk-adjusted returns

✓ Stable liability structures
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Remember – 

Image made by Diameter using ChatGPT.



THANK YOU!
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