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Executive Summary:
1. Private Structured Credit (PSC) presents a specific investment avenue, seeking to offer 

insurance investors yield pick-up vs public bonds, capital efficiency, risk mitigation via covenant 
protection, and sector diversification.

2. Insurance companies in particular may benefit from PSC due to the predominance of 
investment-grade assets and the potential for attractive spread per unit of Risk-Based Capital.

3. MetLife Investment Management (MIM) adopts a measured approach to PSC, utilizing its deep 
bench of credit analysts and focusing on strong transaction structures to help mitigate risks.

Harnessing the Potential of 
Private Structured Credit
A Focus on Insurance Portfolios



MetLife Investment Management 2

Introduction
PSC presents a less-trodden path in the universe of potential investments, characterized by 
securities underpinned by a diverse pool of assets. As the financial landscape evolves rapidly, and 
with insurance companies facing their own particular set of regulatory and market challenges, 
understanding and leveraging the potential of PSC becomes even more critical. At MIM, we’re 
committed to guiding our investors through this complex territory with a balanced approach.

This paper offers an in-depth yet simple exploration of the world of PSC, its differentiation from 
public Asset-Backed Securities (ABS), its appeal for insurance companies, potential risks and 
rewards. We delve into our approach at MIM, which prioritizes disciplined underwriting and 
strong structures that help to protect our investors. We hope to provide insurance companies with 
insights into how PSC can serve as a strategic component of their portfolio.

Quick Overview of PSC

PSC is an investment strategy that potentially provides portfolio diversification in predominantly 
investment grade assets at spreads meaningfully above public corporate bond indices. For 
insurance investors in particular, PSC can offer capital efficient assets with attractive spread per 
unit of Risk-Based Capital. 

PSC transactions are supported by a revolving or static pool of assets designed to generate the 
cash flows used to pay interest and principal on the securities. Transaction types vary widely 
and can be collateralized by financial, operating, or corporate assets. At MIM, our strategy is 
built across five broad sectors: Consumer, Commercial, Renewables, Alternatives Financing and 
Residential Mortgage Backed Securities. Behind each of these are a multitude of subsectors, 
including consumer loans, credit card receivables, Net Asset Value (NAV) loans, container leases, 
Commercial Property Assessed Clean Energy (C-PACE), and residential solar loans, to name 
but a few. Deals are typically negotiated between an issuer and investor(s) and are not widely 
syndicated.

The PSC market has grown in part due to the broad expansion of private capital lending following 
the Great Financial Crisis. As banks pulled back from certain types of lending due to regulatory 
and capital constraints, the PSC market developed to fill the gap. And this dynamic has only 
accelerated in recent years.

While unfortunately no reliable source currently compiles and publishes data on PSC transactions, 
MIM estimates that overall annual market volumes may reasonably stand in the $100 billion to 
$200 billion range.

The PSC market has grown in part due to the broad 
expansion of private capital lending following the 
Great Financial Crisis. As banks pulled back from 
certain types of lending due to regulatory and capital 
constraints, the PSC market developed to fill the gap.
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Distinguishing PSC from Public ABS
The PSC market is similar to Public ABS, but the private investor has more influence over the terms 
of each deal. This includes direct negotiation with issuers over what goes into the collateral pool, 
as well structural items such as covenants, trigger events, and make-whole provisions. This can 
result in enhanced protections to mitigate against downside risk compared to public markets. The 
PSC market can also offer higher spreads in return for the reduced liquidity compared to widely 
syndicated public offerings.

Why do issuers tap the PSC market?
Issuers can be categorized into several distinct groups and seek financing in the PSC market for a 
variety of reasons. First-time asset-backed issuers benefit from certainty of execution and reduced 
syndication complexity in the private market, while overcoming a lack of awareness from public 
market investors. Initial issuance in the PSC market allows new issuers to learn the process across 
collateral pool, legal documentation, reporting, rating agencies, and investor communication.

Esoteric issuers are able to market complex transactions to a small group of sophisticated investors 
on a bilateral or club basis which facilitates the comprehensive underwriting needed to participate 
in these deals. Other issuers prefer the PSC market for its confidentiality, limiting the dissemination 
of sensitive information to the public market.

In addition, the PSC market can accommodate a range of transaction sizes, from small issuances 
too modest for the public market up to very large multibillion dollar deals which the public market 
might struggle to digest.  Moreover, the PSC market generally remains open during periods of 
market volatility; if public markets are closed, issuers may still be able to obtain financing through 
the private market.

Finally, some established 144A issuers appreciate the ability to diversify their sources of funding in 
the PSC market. These ABS issuers can obtain financing for collateral or deal structures that may 
differ from their existing public shelves. For instance, MIM can offer delayed draw facilities which 
are not feasible on the public side. These privately negotiated structures can result in pricing wider 
than public market spreads while often offering additional credit protections.

The Usefulness of Private Structured Credit in a Portfolio
PSC has found favor with many insurance companies who typically use a strategic asset allocation 
(Strategic Asset Allocation: Balancing Art and Science) model. PSC can carry a particular appeal 
for insurance companies because deals are generally rated investment-grade by rating agencies, 
providing attractive spread per unit of Risk-Based Capital which makes it an efficient asset class to 
help optimize insurance portfolios. The higher yields and capital-efficient deals can help support 
various business line liabilities within an insurance company, such as annuities and pension risk 
transfers. As an example, since inception in 2019, MIM’s PSC strategy has achieved historic 
spreads of 250-270bp for mostly NAIC-1 assets.

In the context of modern asset management strategies, which increasingly strive for diversification 
and risk mitigation, another key benefit is the exposure to deals not commonly found in public 
markets, and thus opportunities for diversification that can help manage total risk across a 
portfolio.

https://investments.metlife.com/insights/macro-strategy/strategic-asset-allocation-balancing-art-and-science/
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In terms of maturity, PSC can be a good fit for shorter portfolios as well as a useful component 
to barbell with longer dated credit. MIM originates opportunities with a weighted average life 
ranging from 2 years to 12 years, offering assets across the curve depending on specific portfolio 
needs. The asset class also includes both amortizing and bullet structures which can further help to 
achieve ALM objectives.

Risks to Be Mindful of in the PSC Market
Credit risk is the primary factor requiring the attention of investors in the PSC market. Given the 
various sectors available, ranging from consumer credit to commercial and other esoteric asset 
classes, each requires its own unique underwriting approach. Across all of these sectors there are 
common due diligence areas focused on sponsor, collateral and structure related issues. Careful 
underwriting and analysis are critical to identify credit risks and determine the best methods to 
mitigate risk and strengthen investor protections.

A lack of liquidity is another consideration when investing in PSC transactions. Most PSC deals are 
highly bespoke in nature and do not have an active secondary trading market. Thus, it is important 
that investors address liquidity needs from other asset classes in their portfolio and that the 
benefits of enhanced structural features and pricing from PSC accrue in their illiquid asset bucket.

Another aspect to consider in the PSC market is operational risk. Many transactions are executed 
on a physical-settlement basis which requires coordinated efforts across Investment, Legal and 
Operations teams to close and fund a deal. Certain PSC transactions may feature delayed draw 
funding structures which require a higher degree of operational support to manage draw requests 
and process wires. 

Manager selection is also an important factor to carefully evaluate in the PSC market. New 
manager entrants may not possess the full skill set and experience required to negotiate and 
underwrite PSC transactions. It is critical to select a manager that not only has the capabilities 
to structure a proper set of investor protections but also can manage ongoing transaction 
responsibilities such as deal surveillance and amendment requests. 

MIM’s Approach to PSC
At MIM, our PSC strategy has always been rooted in a balanced and measured approach. We 
emphasize disciplined underwriting and avoidance of aggressive deal structures and the more 
competitive sectors in the market. The majority of our portfolio is in a senior position which sits 
atop the priority of payments and protects against underperformance in collateral and general 
macroeconomic stress. MIM’s focus on negotiating favorable terms which offer credit protections 
to our investors has been a hallmark of our strategy. We believe it is important to be willing to walk 
away from a deal if unable to negotiate appropriate structural protections.

The MIM platform maintains a deep bench of credit analysts with coverage across numerous 
sectors and industries, hence achieving a high level of expertise and knowledge that allows us 
to underwrite complex transactions across many different parts of the economy. We search for 
bonds backed by less commonly-funded assets, which may have some complexity to them and 
can potentially lead to better relative value. We have interest in transactions where other investors 
may lack expertise, and believe finding deals without natural homes is a better path to yield 
enhancement than moving down the capital structure in more publicly-traded alternatives.
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In addition, deep relationships play a key role in sourcing opportunities for a PSC portfolio. Major 
players are often searching for partners with deep pockets who can deliver all the unique financing 
needs of the transaction while understanding sophisticated structures. We believe our ability to 
leverage our size to offer bilateral financing solutions to issuers provides a key advantage. MIM is 
capable of writing tickets in the $100-300 million range. 

Our approach contrasts with some market participants who opt for a high percentage (70%+) of 
mezzanine tranche financing strategies. This strategy might offer higher spreads for a given rating 
compared to senior tranches, but the mezzanine tranche is subordinated, thinner, and thus more 
susceptible to higher losses in the event of underperformance.

Moreover, smaller firms with restricted team sizes and moderate capital allocations face 
considerable limitations in their ability to originate bilateral and small club transactions, which are a 
cornerstone of the market. These firms often participate in agented PSC deals but may struggle to 
originate direct transactions. The MIM PSC team has developed and cultivated strong relationships 
across the structured products community, including with issuers, bankers, rating agencies, and 
other investors. Ongoing meetings, calls, conferences and other touchpoints serve to stay in front 
of sourcing new transaction opportunities. 

From a credit rating standpoint, MIM works with deal sponsors to obtain explicit NRSRO1 ratings 
on all of our deals. The ratings on our transactions are assigned based on published methodologies 
from the rating agencies and include a new issue rating rationale as well as ongoing annual rating 
confirmations. Depending on the specific sector, the deals in our portfolio carry ratings from one 
of five rating agencies: Moody’s, S&P, Fitch, KBRA and DBRS/Morningstar. The ratings assigned 
to private structured credit deals are typically private and not published on the company website; 
rating letters and reports are made available directly to the investor group.

MIM’s focus on negotiating favorable terms which 
offer credit protections to our investors has been a 
hallmark of our strategy. We believe it is important 
to be willing to walk away from a deal if unable to 
negotiate appropriate structural protections.
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Conclusion: Navigating the PSC Landscape with MIM 
In conclusion, the volatile and rapidly evolving financial market landscape underscores the need 
for investment strategies that balance risk and return effectively. For insurance companies, this 
balance is particularly crucial, given the specific regulatory and market challenges they face. 
MIM’s conservative approach to PSC, backed by a deep bench of credit analysts and an emphasis 
on strong transaction structures, can provide a roadmap for insurance companies considering 
investment in PSC. 

We believe with its attractive yields, capital efficiency, structural protections and sector 
diversification, PSC is an appealing investment option that can be an important contributor to 
the performance of insurance portfolios. We recommend insurance companies explore PSC as a 
strategic component of their portfolio, leveraging MIM’s expertise for effective navigation of the 
PSC landscape.

PAUL CARROLL
Head of Private 
Structured Credit

POORVI DHOLAKIA
Head of Credit,  
Private Structured Credit
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1 Nationally recognized statistical rating organization
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Disclaimer 

This material is intended solely for Institutional Investors, Qualified Investors and Professional Investors. This analysis is not intended for distribution 
with Retail Investors. 

This document has been prepared by MetLife Investment Management (“MIM”)1 solely for informational purposes and does not constitute a 
recommendation regarding any investments or the provision of any investment advice, or constitute or form part of any advertisement of, offer for 
sale or subscription of, solicitation or invitation of any offer or recommendation to purchase or subscribe for any securities or investment advisory 
services. The views expressed herein are solely those of MIM and do not necessarily reflect, nor are they necessarily consistent with, the views 
held by, or the forecasts utilized by, the entities within the MetLife enterprise that provide insurance products, annuities and employee benefit 
programs. The information and opinions presented or contained in this document are provided as of the date it was written. It should be understood 
that subsequent developments may materially affect the information contained in this document, which none of MIM, its affiliates, advisors or 
representatives are under an obligation to update, revise or affirm. It is not MIM’s intention to provide, and you may not rely on this document as 
providing, a recommendation with respect to any particular investment strategy or investment. Affiliates of MIM may perform services for, solicit 
business from, hold long or short positions in, or otherwise be interested in the investments (including derivatives) of any company mentioned herein. 
This document may contain forward-looking statements, as well as predictions, projections and forecasts of the economy or economic trends of 
the markets, which are not necessarily indicative of the future. Any or all forward-looking statements, as well as those included in any other material 
discussed at the presentation, may turn out to be wrong. 

All investments involve risks including the potential for loss of principle and past performance does not guarantee similar future results. Property is a 
specialist sector that may be less liquid and produce more volatile performance than an investment in other investment sectors. The value of capital 
and income will fluctuate as property values and rental income rise and fall. The valuation of property is generally a matter of the valuers’ opinion 
rather than fact. The amount raised when a property is sold may be less than the valuation. Furthermore, certain investments in mortgages, real 
estate or non-publicly traded securities and private debt instruments have a limited number of potential purchasers and sellers. This factor may have 
the effect of limiting the availability of these investments for purchase and may also limit the ability to sell such investments at their fair market value 
in response to changes in the economy or the financial markets. 

In the U.S. this document is communicated by MetLife Investment Management, LLC (MIM, LLC), a U.S. Securities Exchange Commission 
registered investment adviser. MIM, LLC is a subsidiary of MetLife, Inc. and part of MetLife Investment Management. Registration with the SEC 
does not imply a certain level of skill or that the SEC has endorsed the investment advisor.  

This document is being distributed by MetLife Investment Management Limited (“MIML”), authorised and regulated by the UK Financial Conduct 
Authority (FCA reference number 623761), registered 8th Floor, 1 Angel Lane, London, EC4R 3AB, United Kingdom. This document is approved by 
MIML as a financial promotion for distribution in the UK. This document is only intended for, and may only be distributed to, investors in the UK who 
qualify as a “professional client” as defined in the UK under the retained EU law version of the Markets in Financial Instruments Directive (2014/65/
EU) 

For investors in the Middle East: This document is directed at and intended for institutional investors (as such term is defined in the various 
jurisdictions) only. The recipient of this document acknowledges that (1) no regulator or governmental authority in the Gulf Cooperation Council 
(“GCC”) or the Middle East has reviewed or approved this document or the substance contained within it, (2) this document is not for general 
circulation in the GCC or the Middle East and is provided on a confidential basis to the addressee only, (3) MetLife Investment Management is 
not licensed or regulated by any regulatory or governmental authority in the Middle East or the GCC, and (4) this document does not constitute or 
form part of any investment advice or solicitation of investment products in the GCC or Middle East or in any jurisdiction in which the provision of 
investment advice or any solicitation would be unlawful under the securities laws of such jurisdiction (and this document is therefore not construed 
as such).  

For investors in Japan: This document is being distributed by MetLife Asset Management Corp. (Japan) (“MAM”), 1-3 Kioicho, Chiyoda-ku, Tokyo 
102- 0094, Tokyo Garden Terrace KioiCho Kioi Tower 25F, a registered Financial Instruments Business Operator (“FIBO”) under the registration entry 
Director General of the Kanto Local Finance Bureau (FIBO) No. 2414, a regular member of the Japan Investment Advisers Association and the Type II 
Financial Instruments Firms Association of Japan. As fees to be borne by investors vary depending upon circumstances such as products, services, 
investment period and market conditions, the total amount nor the calculation methods cannot be disclosed in advance. All investments involve 
risks including the potential for loss of principle and past performance does not guarantee similar future results. Investors should obtain and read the 
prospectus and/or document set forth in Article 37-3 of Financial Instruments and Exchange Act carefully before making the investments.  

For investors in Hong Kong S.A.R.: This document is being issued by MetLife Investments Asia Limited (“MIAL”), a part of MIM, and it has not been 
reviewed by the Securities and Futures Commission of Hong Kong (“SFC”). MIAL is licensed by the Securities and Futures Commission for Type 1 
(dealing in securities), Type 4 (advising on securities) and Type 9 (asset management) regulated activities. 

For investors in Australia: This information is distributed by MIM LLC and is intended for “wholesale clients” as defined in section 761G of the 
Corporations Act 2001 (Cth) (the Act). MIM LLC exempt from the requirement to hold an Australian financial services license under the Act in 
respect of the financial services it provides to Australian clients. MIM LLC is regulated by the SEC under US law, which is different from Australian 
law. 

MIMEL: For investors in the EEA, this document is being distributed by MetLife Investment Management Europe Limited (“MIMEL”), authorised and 
regulated by the Central Bank of Ireland (registered number: C451684), registered address 20 on Hatch, Lower Hatch Street, Dublin 2, Ireland. This 
document is approved by MIMEL as marketing communications for the purposes of the EU Directive 2014/65/EU on markets in financial instruments 
(“MiFID II”). Where MIMEL does not have an applicable cross-border licence, this document is only intended for, and may only be distributed on 
request to, investors in the EEA who qualify as a “professional client” as defined under MiFID II, as implemented in the relevant EEA jurisdiction. The 
investment strategies described herein are directly managed by delegate investment manager affiliates of MIMEL. Unless otherwise stated, none of 
the authors of this article, interviewees or referenced individuals are directly contracted with MIMEL or are regulated in Ireland. Unless otherwise 
stated, any industry awards referenced herein relate to the awards of affiliates of MIMEL and not to awards of MIMEL. 

1 MetLife Investment Management (“MIM”) is MetLife, Inc.’s institutional management business and the marketing name for subsidiaries of MetLife 
that provide investment management services to MetLife’s general account, separate accounts and/or unaffiliated/ third party investors, including: 
Metropolitan Life Insurance Company, MetLife Investment Management, LLC, MetLife Investment Management Limited, MetLife Investments 
Limited, MetLife Investments Asia Limited, MetLife Latin America Asesorias e Inversiones Limitada, MetLife Asset Management Corp. (Japan), and 
MIM I LLC, MetLife Investment Management Europe Limited, Affirmative Investment Management Partners Limited.
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