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Despite being a form of investment that dates to
antiquity, the supply of private credit and investor
allocation to the asset class has taken off the past
two decades. General partners, large asset owners,
and asset managers are happily filling the credit
supply gap left by larger banks. With companies
staying private longer and more innovative sales and
distribution, the opportunity set for both managers
and investors is growing. At the same time, sponsors
and investment managers are creating sticky, higher-
margin products.

The asset class is proving to be a valuable tool

for those looking to earn an additional illiquidity
spread premia over a public credit investment with
a similar credit risk profile. Increased participation
and allocation show that alternatives are no longer
an alternative, with institutional investors’ alts
allocations averaging 29% in 2024 and private credit’s
portion totaling $1.7 trillion in AUM (Pregjin; Figure 1).
Further,

are bolstered by anticipated new allocations from
retirement accounts and retail channels.

With a new set of participants in the market

and product innovation altering the landscape,

the challenge for COOs and CTOs is finding an
operating model solution that fits each firm's unique
aims. Private credit has clearly risen beyond niche
status and “fast follower” operating model questions
are top of mind:

e How do we leverage technology to capture

market opportunity and drive profitable growth?

How do we create an advantage with
partnerships or technology?

Are front-to-back systems capable of handling
consolidated public and private data and
accounting books?

For those making operating model decisions,

there are, in our view, three primary influences
driving change: acquisitions, business-to-business
partnerships, and the capabilities of comprehensive
investment platforms.

Figure 1: Private credit AUM (unrealized value and dry powder)
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https://www.blackrock.com/institutions/en-us/insights/growth-drivers

Acquisitions

Many firms have made the decision to bring private credit investing in-house or supplement their current
capabilities via acquisition. While not relevant for all market participants, general partners, insurance
companies, and larger asset managers are acquiring private credit managers (e.g., infrastructure, real assets)
and making initial decisions on operating model integration. Acquisitions have been elevated in recent years as
firms seek breadth across the private credit spectrum and pursue more unique credit origination channels.

Operating
Challenges

e Business integration

e Systems integration,
including support for
consistent data quality
across entities

e Protecting and investing in
acquired intellectual property

e Acknowledging core vs
specialty technology needs
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Key Considerations

Industry goal: Integration of
investing and operational workflows

Firms are finding positive leverage by aligning investing
and operating models for private credit. Integrated
investing and operational activity is a real ‘unlock’

for operational efficiency, regardless of market.
Acquiring firms set a high bar for value created from
the acquisition and require high levels of automation.
The ability to support all aspects of investing, across
private- and public-market assets, on one efficient
platform is now the goal many acquiring firms have
going into a deal.
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Business-To-Business (B2B) Partnerships

There is significant momentum in creating joint partnerships and co-investment vehicles, many of which
seek to provide investors with a one-stop shop for private credit and public markets exposure. Partnership
announcements, such as Vanguard-Wellington-Blackstone and Invesco-Barings, are regular occurrences today.

B2B partnerships are also pushing the boundaries of how private credit investments can be deployed and
encouraging new sub-advisory relationships—those unique relationships that will directly impact results and
profitability. Partnerships are also helping drive the evolution of balanced funds, interval funds, and ClTs as
firms ramp up for retail and retirement capital accumulation.

Operating Key Considerations
Challenges

Investors revisiting appetite for direct investment

How investors chose to participate in private financing
used to be straight forward: credit or equity; direct

or indirect. Those decisions aren't always mutually
exclusive today, and operating platforms should be
ready for all eventualities. Firms delving into direct
private credit will need to make smart partnership
decisions across the value chain.

e Data integration and
consistency, due to the
unique, variable nature of
deals and the data exchange
between firms

e Reporting and look through
when seeking to align
risk views and common
understanding across firms

e Consistent, trusted valuation

Servicing partners remain a
key relationship for fund managers

—a cornerstone of B2B Today, third-party valuation services are in heavy

relationships, which requires demand as more shops launch retail products investing

clarity and transparency on in private assets. Loan servicing and loan administration

sources and methodologies also remain a highly specialized component of the
private credit process, supported by third-party
servicers.
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Comprehensive Investment Platforms,
Inclusive of Private & Public Markets

Typically, private credit success has been tied to a firm's flexibility and creativity in origination. As the wave
of private credit transactions grows, scalability has established itself as another key driver. After firms

make intentional business and B2B partner decisions, they can begin to effectively plan their private credit
technology and operations journey. For general partners and large alts shops, the increasing complexity,
volume, and number of partners are driving the need for a sound data backbone that is both compliant and
scalable. For asset managers and complex asset owners, taking on direct private credit opportunities could
mean expanding the use of current investment platforms or buying specialized technology. Complexity and
integration challenges are unavoidable to some extent.

Private credit requires the same rigorous investment, operations, and administration support as public markets,
but scaled technology that handles both investor and administration needs effectively has been elusive. Recent
investments by vendors in private markets capabilities have brought welcome change, notably in the ability to
deliver comprehensive analytics and risk management across public and private markets. In a world constantly
searching for the big picture, holistic investment platforms are delivering whole portfolio insights.

Operating Key Considerations

Challenges

Acquisition and partnership backbone

Comprehensive solutions create competitive
advantage for acquiring firms, allowing them to
onboard onto a stable, capable core. Integration
complexity and risk ramps up when firms are migrating
acquired businesses onto best-of-breed environments.

* Most well-known investment
platforms started with a focus
on public assets, leading
to slower development of
private credit functionality

e Difficulty getting alignment
across investments and
operations due to the

A whole portfolio view across public
and private assets is the ultimate goal

extensive scope and
requirements associated with
adopting comprehensive
solutions

Citisoft

Whole portfolio solutions drive consolidated risk
and reporting access across both public and private
markets and deliver the ‘single pane of glass’ for
comprehensive credit risk and ex-ante cashflow
analytics that most investors, risk managers, and
allocators are looking for.
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Readying Your Operating Model for Private Credit

Approached prudently, private credit can diversify
fixed income portfolios, commanding higher yields
and providing a complement to traditional public
markets. Yet the potential benefits, including alpha,
can be quickly undone if the bespoke nature of deals
and irregular data lead to reliance on highly manual
processes.

Taking a broad view, acquisitions, business-
to-business partnerships, and comprehensive
investment platforms are exerting outsized influence
on operating model decisions for private credit.

For firms interested in tech solutions that facilitate
private credit investing—especially those that have
also been seeking a holistic view across both public
and private assets—comprehensive investment
platforms deliver an increasingly compelling offering.

In the end, as with all operating model change, the
path to private credit investing should be carefully
plotted based on each firm’s unique goals and
organizational traits. The available solutions for
supporting that change are finally catching up with
the investment opportunity, and though private
credit has grown dramatically in the past decade,
there are signs that it's early days yet.
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About Citisoft

Since 1986, Citisoft has solved complex
technology and operations challenges for
the investment management industry. With
a team of over 100 dedicated consultants in
North America and EMEA, we're committed
to working with asset managers and asset
servicers globally on projects of every
scope. From guiding complete business
transformation programs to on-the-ground
delivery, our team is equipped to fulfill any
strategic or tactical need.

To learn more about our
advisory and delivery services:
www.citisoft.com
insights@citisoft.com

Connect

Ben Keeler
ben.keeler@citisoft.com

ﬁ linkedin.com/company/citisoft/
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About Aladdin by BlackRock

Aladdin® is a technology platform used by
asset managers and owners including banks,
financial institutions, pensions, corporations,
insurers, and wealth managers. The

Aladdin platform unifies the investment
management process, providing a common
data language within an organization to
enable scale, provide insights, and support
business transformation.

Find out more at
www.blackrock.com/aladdin

request@blackrock.com

Connect

Matthew Burger
matthew.burger@blackrock.com

ﬂ linkedin.com/showcase/aladdinbyblackrock/
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