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Abstract

The report is based on an internship at Triple A - Capital & Finance, a financial boutique that serves as a financial advisor, leveraging new business opportunities for small and medium-sized companies. The internship provided experiential learning in corporate finance, including economic and financial studies and business valuation. The intern was able to gain the essential knowledge and tools for a more detailed level of analysis, which was determinant in developing this report. 
The subject matter of the current report is Private Credit, which is an alternative financial option and is fast becoming popular in the international market, though still an uncharted territory in Portugal. The choice of this topic was motivated by its growing importance in international markets and by the lack of studies on this subject in Portugal. 
During the initial phase of the internship, the main emphasis was placed on developing a solid theoretical understanding of private credit and its differences from traditional bank financing. Accordingly, the report comprises a literature review describing the main characteristics and instruments of private credit, which forms the basis for the subsequent analysis. In response to the theoretical and empirical framework, an advisory framework is proposed to support the inclusion of private credit amongst the services provided by the company to its clients. The framework was developed by combining insights from the literature review with the practical component of the work placement.
For Triple A – Capital & Finance, the output represents a replicable advisory tool that can be applied immediately, enabling the company to integrate private credit into its service offering, differentiate itself in a competitive boutique market, and provide clients with more informed advice across the full spectrum of available financing alternatives.
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Resumo

O presente relatório resultou do estágio curricular realizado na Triple A – Capital & Finance, uma boutique financeira especializada que oferece soluções de finanças empresariais para PME. O principal objetivo do estágio foi adquirir conhecimentos sobre as funções associadas às finanças empresariais, incluindo análise financeira, fusões e aquisições e avaliação de outras opções financeiras.
O tema do presente relatório é o Crédito Privado, que constitui uma opção financeira alternativa e está a tornar-se rapidamente popular no mercado internacional, embora ainda seja um território inexplorado em Portugal. A escolha deste tema foi motivada pela sua crescente importância nos mercados internacionais e pela escassez de estudos sobre este assunto em Portugal. 
Durante a fase inicial do estágio, a ênfase principal foi colocada no desenvolvimento de uma sólida compreensão teórica do crédito privado e das suas diferenças em relação ao financiamento bancário tradicional. Assim, o relatório inclui uma revisão da literatura que descreve as principais características e instrumentos do crédito privado, constituindo a base para a análise subsequente. Com base no quadro teórico e empírico, é proposto um quadro de consultoria para apoiar a inclusão do crédito privado entre os serviços prestados pela empresa aos seus clientes. Este quadro foi desenvolvido através da combinação de insights retirados da revisão da literatura com a componente prática do estágio.
Para a Triple A – Capital & Finance, o resultado representa uma ferramenta de consultoria replicável que pode ser aplicada de imediato, permitindo à empresa integrar o crédito privado na sua oferta de serviços, diferenciar-se num mercado de boutique competitivo e proporcionar aos clientes aconselhamento mais informado em todo o leque de alternativas de financiamento disponíveis.
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[bookmark: _Toc233142883]1. Introduction
[bookmark: OLE_LINK7]
[bookmark: _Toc220403252][bookmark: _Toc220500089]In the last few decades, there have been many significant changes in the finance industry. They could be linked to various issues, such as laws, regulations, and diversification of financing methods in the global market, among others. First, as a universal truth that is recognised worldwide, the main way of financing that any firm uses is through its commercial bank as the major source of funds throughout the world. Recently, corporate financing has evolved and provided more options than existed before. This is because in an ever-changing world, private credit forms another source of funding in the global financial world.
This report is the result of a curricular placement undertaken at Triple A – Capital & Finance, a financial consultancy boutique specialising in corporate finance, which provided the opportunity to participate in a range of activities, including financial analysis, support for mergers and acquisitions, engagement with institutional investors, and the assessment of alternative financing solutions for corporate clients. Despite the growing interest among the firm’s clients in alternative financing solutions, Triple A does not have a structured methodology that allows for the systematic assessment of the conditions under which private credit might constitute a strategic alternative to traditional bank financing. It was precisely this gap that motivated this study.
The decision to focus on private credit as the central theme was influenced by the supervisor at the company, who identified this area as an opportunity for the company to stand out from the competition. It became clear from the outset that private credit is a topic that remains largely unexplored within the Portuguese business community, despite being well established as a form of financing at an international level. 
Against this backdrop, the main objective of this report is to develop a practical advisory framework to support the assessment of private credit as a financing alternative for Portuguese companies. This main objective is complemented by three secondary objectives: to compare private credit with traditional bank financing, to identify situations in which private credit may represent a suitable financing solution, and to support Triple A’s advisory activities through a structured assessment framework. 
Based on the results obtained, it is possible to identify a cost difference between private credit and bank financing that ranges from 215 to 700 basis points, according to official data from the Bank of Portugal and the ECB. However, this difference becomes less significant in transactions where bank financing is structurally limited or simply unavailable. In this context, it is recommended that Triple A – Capital & Finance incorporate the framework developed into its advisory methodology, using it as a tool to support the screening and evaluation of clients’ financing mandates.
This report is structured as follows: Chapter 2 analyses the Portuguese and European corporate finance markets, describes the company Triple A – Capital & Finance and the context of the internship. Chapter 3 presents a review of the literature on private credit. Chapter 4 sets out the research problem and the methodological approach adopted. Chapter 5 presents the cost benchmarks and the Proposed Advisory Framework. Chapter 6 concludes with the main results, limitations and suggestions for future research.





















[bookmark: _Toc233142884]2. The Internship Role and Context

This chapter presents the organisational context in which the internship took place and the activities undertaken throughout it. It begins with an analysis of the Portuguese and European corporate finance and financial advisory market (Section 2.1), followed by a description of Triple A – Capital & Finance and its main service areas (Section 2.2). Section 2.3 details the internship itself – its context, the main projects undertaken, and a critical reflection on the learning achieved. Finally, Section 2.4 establishes the connection between the internship activity and the applied research topic developed in the remainder of the report.
[bookmark: _Toc233142885]2.1. Analysis of the Corporate Finance and Financial Advisory Market

Financial advisory and corporate finance services, which mainly focus on the economic situation of Portugal, are yet another significant domain that should be considered for assisting organisations to offer strategic information regarding organisational and governmental entities.
The M&A transactions in Portugal so far have been on the right track, given the state of the economy in Portugal compared to the macroeconomic situation worldwide. Based on transactions recorded for 2021, Portugal accounted for 553 mergers worth €19.2 billion. The factors that led to such achievements include the significant inflow of funds from the United States in terms of mergers, which increased by 193%, and the development of the venture capital and private equity markets, increasing by 85% and 30%, respectively (TTR Data, 2022)
The Portuguese M&A market experienced a slight contraction in 2022, with 540 transactions for a total of €12.8 billion. Slight contraction may have been highly correlated to the declining macroeconomic conditions due to increased interest rates, inflation and the uncertainty of the war in Ukraine (TTR Data, 2023).
Although there was some instability around the world, 2023 was the year when things began to turn around, and mergers and acquisitions were up by 695 transactions worth €13.9 billion in total. This trend was influenced by a 27% increase in the number of transactions performed by means of private equity houses and another 19% increase in venture capital-financed companies (TTR Data, 2024).
In 2024, there were 602 deals amounting to €12.6 billion concluded against a backdrop of high interest rates and differences between prices of the two parties to the deal (TTR Data, 2025). But by 2025, the market showed improvement and 655 transactions amounting to €17.5 billion were carried out. This increase in the number of deals is accounted for mainly by the private equity industry, which concluded 107 transactions totalling €8.5 billion in funding, that is, a 33% increase in the number of transactions from the previous year (TTR Data, 2026).
In Portugal, the financial advisory sector is very diverse and competitive, consisting of global advisory firms, banking firms, and independent advisory firms. On the top-end side of the market, global players such as multinational advisory firms and the investment banking arm of PwC, EY, Deloitte, and KPMG, which appear to be involved in complicated transactions and which are international in nature, are operating. The ability to engage in high-value M&A and corporate finance services characterises these firms.
In this market, there also appears to be a growing trend for independent financial advisory boutiques to primarily serve the needs of the SME sector. Within the boutique advisory segment, firms such as Triple A – Capital & Finance, Fenix Capital Partners, Fingeste, ASK Corporate Finance, NOVE, CFI Group Portugal and Auren Corporate Finance. These firms play an important part in supporting Portuguese companies in strategic transactions. The fundamental characteristics are based on their nearness to the client, adaptability, and ability to offer tailored consultancy services in matters like M&A, valuations, and financing, among others. 
In particular, the consultancy and M&A financial industry faces various obstacles and prospects due to changes in regulation and the internationalisation of finance. The target market companies are small and medium enterprises that need specialised financial help, and such consultancy can be offered by Triple A.
According to Baker McKenzie (2025), there has been a considerable increase in the consultancy sector. Specifically, the growth has been observed due to the increase in M&A activities of medium-sized enterprises that need financing other than banks. There is likely to be growth in the corporate finance sector since financing options will be much more flexible for independent financial consultancies like Triple A. Furthermore, according to the AIMA Report, cross-border transactions in the Portuguese private equity and M&A market have become increasingly popular because companies have become internationalised and thus need consultancy services (Shah, 2025).
[bookmark: _Toc233142886]2.2. The Triple A – Company Description

The internship from 2nd January to 30th April was conducted at Triple A - Capital & Finance, founded on January 28, 2013. It is a financial boutique based in Foz do Douro, dedicated to providing financial consulting and advisory services with a special focus on small and medium-sized companies. The fact that it is a financial boutique allows it to differentiate itself from larger companies, given its independent nature and personalised character capable of adapting to any client, to offer the best financial solutions in a closer and more technical approach. At the time this report was written, the board of directors consisted of a general manager and three partners, all of whom were shareholders in the company. 
Triple A – Capital & Finance, while described as a company closer to its clients, does not aim to be a specialist in all financial areas but rather in two specific areas: corporate finance and financial consulting. The complementarity of these two areas ultimately reflects the company's strategy of offering integrated support solutions.

[bookmark: _Toc220403253][bookmark: _Toc220500090][bookmark: _Toc233142887]2.2.1. Corporate Finance

In corporate finance, Triple A provides strategic and financial advice to clients undergoing expansion, restructuring, or capital transfers. The main objective is to support clients from the initial phase in making fundamental decisions for the life of their companies, charting a structured and efficient path for a wide range of operations. 
One of the company's strengths is in mergers and acquisitions (M&A), capital raising, and strategic planning projects. It organises operations and works until the deal is closed, being responsible for finding investors, approaching investors, presenting highly technical documentation to capture investor interest, company valuation, financial due diligence, negotiations, and even the preparation of a business plan or financial restructuring, when necessary.
In this way, by offering the services described above, the company positions itself as a strategic partner for companies that want to grow, raise investment, or improve their financial structure in increasingly uncertain macroeconomic contexts.
[bookmark: _Toc220403254][bookmark: _Toc220500091]


[bookmark: _Toc233142888]2.2.2. Financing Advisory

In terms of financing advisory, the company, as a provider of financial consulting services, guides its clients in identifying the most appropriate solutions, whether through equity, debt or even EU funds. These can be applied to growth and expansion operations, M&A operations and even start-ups. 
Its status as a financial boutique opens doors to a niche market, allowing it to clearly distinguish itself from the main players in the sector, specialising in providing more careful and solid attention to its clients and business partners. The main objective of Triple A – Capital & Finance is to provide advice and support in the productive and responsible construction of sustainable businesses.
After several years of work in this business area, Triple A has established long-standing and strategic relationships with long-term business partners, which are essential for its consolidation as a financial boutique. 
[bookmark: _Toc233142889]2.3. The Internship
[bookmark: _Toc220403255][bookmark: _Toc220500092][bookmark: _Toc233142890]2.3.1. Internship context

The internship was conducted within the operative environment at Triple A – Capital & Finance, giving the intern a chance to engage with all processes that support the financial advisory firm in the corporate finance advisory work. As a financial advisory boutique, due to a relatively small working team at Triple A, there is an opportunity to work in a close-knit environment, giving the intern a chance to work with senior professionals. This set-up gives access to a variety of work associated with corporate finance advisory work, such as financial analyses, assistance with M&A, evaluation for restructuring, and preparation of financial documentation for clients.
Due to the firm’s lean organisational structure, the internship is designed to offer broad exposure rather than a narrow or repetitive role. The intern is expected to contribute to several stages of the advisory process, depending on the projects underway. Such tasks may or may not include, but are not limited to, gathering and interpreting financial data, assisting in any valuation analysis, assisting in preparing summaries and presentations, and helping in evaluating different investment and capital alternatives. This broad exposure enables the intern to see how corporate finance initiatives are progressed in detail from analysis to completion of recommendations, yet also experience how, in practice, a smaller corporate finance advisory house works.
The main objective of the internship is to complement academic training with hands-on experience in corporate finance. Throughout the internship, the intern applies knowledge acquired during the academic programme to real business situations, particularly in areas such as company valuation, financial analysis, investment assessment, and business plan development. The learning environment is based on continuous interaction with experienced professionals, regular feedback, and active participation in analytical and research-related tasks. 
[bookmark: _Toc233142891]2.3.2. Main Projects and Activities Undertaken

The internship provided a hands-on environment across three key areas of the company’s day-to-day operations, each reflecting a distinct aspect of Triple A’s consultancy work. Taken together, these projects offered research insight into the company’s operations and reinforced the areas of areas explored in this report.
Business Plan for a Tourism Accommodation Project
The first project undertaken involved preparing a business plan for an investment in tourist accommodation in the Vila Praia de Âncora area, with a view to securing European Union funding. Tourism has been one of the most economically significant sectors in the Portuguese economy, and EU-funded programmes, specifically Portugal 2030 and the European Regional Development Fund (ERDF), are a crucial source of funding for investment projects in this sector.
Market research, demand and revenue forecasting, costing, investment strategy development, and consolidation of financial statements, including income statement forecast, balance sheet forecast, and cash flow forecast over several years, comprised the scope of work in the assignment. The major components of the assignment were financial viability analysis and calculation of traditional measures of investment appraisal such as NPV, IRR, and payback period. Also, sensitivity analysis was done with regard to the stability of the forecast on the presumption of a pessimistic scenario taking place. What was also crucial in this respect was finding out about the optimal capital structure from the viewpoint of EU grants' requirements and determining how financing from three sources interacts.
In this client case, knowledge of financing arrangements within the context of financial advisory services was developed. It became evident that the availability of financing in Europe played a major role in determining the viability of investment opportunities. Furthermore, a strong understanding of financial modelling and financial storytelling was essential for effectively evaluating and presenting investment scenarios.
Throughout the course of this project, the intern was tasked with carrying out all the stages described above, always under the supervision of the company’s project manager, using the Excel financial model already prepared by Triple A. The intern’s contribution ranged from an initial market study to the delivery of the final document, in accordance with the requirements of the European funding programme. In terms of projecting sales, estimating costs, and developing forecasted financial statements, a lot of coordination was needed with regards to different assumptions used in the model to ensure the reliability of results obtained.
This responsibility, from analysis to delivery, enabled the intern to consolidate technical skills in financial modelling and develop a thorough understanding of the logic behind project financing within the context of European funds.

Construction of a Private Equity and Private Credit Database for Iberian Markets

The second important project was related to the creation of an internal database of private equity and private credit funds and companies investing in Portugal and Spain. This activity was motivated by one of the challenges detected during Triple A’s advisory operations. The lack of information on the alternative capital providers investing in the Iberian region, which would allow the company to better find and communicate with these sources of finance for its clients.
The database was developed using information held by the company itself, whilst also drawing on major digital platforms in the business world, such as the Apollo tool. For each financial entity identified, we developed a database, compiling a set of data that includes the fund size, investment mandate, target sectors, investment value ranges, geographical focus, preferred stage of development and key contact details. The scope of the database covered both private equity sponsors, including buyout, growth and venture capital vehicles, and private credit providers, including direct lending funds, mezzanine capital vehicles and specialised financing platforms active in the Iberian Peninsula.
The database, developed as part of an internship, was primarily designed to assist in identifying investors and lenders for current and future consultancy mandates. In total, the database comprises 205 organisations, comprising 132 private equity firms, 30 venture capital funds and 43 private credit institutions. Geographically, the sample focuses primarily on the Iberian market, particularly in Spain, reflecting its importance as a source of potential investors for Portuguese companies. In addition to basic information on the companies, the database contains details on investment focus, target sectors, investment strategy, investment size, geographical preferences and essential contact information. This information has been collected and organised to facilitate the selection of potential investors and financing partners in accordance with the characteristics and needs of each client.
This project was directly relevant to the research component of this report, as it provided a detailed, first-hand understanding of the supply side of the Iberian private credit market. During the task of mapping the universe of lenders and active investors, the underdevelopment of the private credit ecosystem in Portugal was evident, compared to Spain and the markets of northern Europe. Some of the empirical observations served as a starting point for the advisory framework developed in Chapter 5.
At the start of the internship, the intern was provided with a version of the database that was significantly out of date. The first step therefore involved systematically reviewing and updating all existing records, before expanding the database to include new organisations, resulting in a final version that was as detailed as possible and up to date at the time of its creation.
This work required thorough and wide-ranging research, with a particular focus on private equity and private credit players active in the Spanish market, using the Apollo platform as the main prospecting tool, supplemented by institutional websites and sector publications. The result is a tangible asset of immediate use to Triple A – Capital & Finance, strengthening the company’s ability to identify and contact potential investors and lenders on behalf of its clients.
Financial Valuations for Submission to the CMVM

Thirdly, among the key activities successfully carried out during the placement, a notable highlight was the collaboration on the preparation of valuations, which were subsequently submitted to the Portuguese Securities Market Commission (CMVM). During the same period, two company valuations were carried out for an independent investment management firm. The companies operated in different sectors, namely engineering and specialised technical services, and road signage and safety solutions for transport infrastructure. Both companies were classified as small and medium-sized and held established positions in their respective markets. Consequently, the valuations had to be prepared with a high degree of precision and supported by robust financial analysis.
To carry out the valuations, a number of standard methods were used, such as the discounted cash flow (DCF) method and the comparable company analysis based on market ratios. The process began with an in-depth analysis of the target company’s finances, business model and competitive position, followed by financial forecasts and calculations of the discount rate based on the WACC. The final results were attached to a confidential document containing all the financial details, assumptions and future projections for both companies, and were subsequently sent to the independent investment management firm for validation.
Involvement in these tasks enabled me not only to put into practice some of the knowledge I had acquired during my academic studies, but also to learn various techniques and tools to be used in a range of financial assessments to be carried out in the future.
Given the more adverse macroeconomic conditions than those previously considered, it was important to conduct an assessment of the underlying assumptions in the model, namely with regards to the discount rate, revenues, and costs. This was done using iterative approaches, with regular meetings with the management company being held via video call, allowing assumptions to be validated in real time.
In the preparation of the DCF models (Free Cash Flow to Firm, WACC and sensitivity analysis), the intern played an active role. Moreover, the intern participated in the preparation of the official valuation reports submitted to the CMVM, which included not only the DCF model but also the macroeconomic/sectoral context, historical financial results, and projected financial figures.
[bookmark: _Toc233142892]2.3.3. Critical Reflection and Learning from the Internship	

From a holistic perspective, the work placement was a learning experience that required the continuous exercise of professional judgement and the application of academic knowledge to real-world, and often imperfect, business situations.
The first issue arose during the process of the development of the business plan. It concerned the setting of reasonable assumptions for the greenfield venture and the choice of the proper approach to calculate forecasted sales. In this situation, the contribution of the company’s supervisor proved to be highly valuable. Since it was my first experience of developing such an important document, all necessary internal materials related to the business plan structure were immediately available. The most important thing that I have realised is how to develop a complete business plan from scratch.
The Iberian database, although technically simpler, was challenging due to its strategic importance to the company. The main difficulty was the limited availability of reliable information, given that many companies do not publish relevant information on their websites, requiring more in-depth research and direct contact with representatives of each fund. This task honed my research rigour and raised my awareness of the difficulty of mapping an opaque market, an experience which was utilised to construct the analysis in Chapter 5.
Finally, the valuations carried out for the CMVM were the activity in which academic knowledge was most directly applied, drawing on company valuation methods, the DCF method, WACC estimation and sensitivity analysis. The main difficulty stemmed from macroeconomic volatility, which required several iterations to reach a consensus with the management company on the key assumptions, without which the valuations would not have been possible, highlighting that professional valuation is as much an exercise in judgement as it is in calculation. The main lesson was learning how to carry out a valuation in a real-world context, translating a theoretical methodology into a robust deliverable ready for presentation to the client.
Together, all of these experiences gave me some lessons that I could not have possibly learned in my school years. First, it became clear to me how vital it is to make justifiable assumptions where data does not exist. Second, it was necessary to talk to my clients and colleagues to confirm the results that had been achieved. Third, all the models were as good as the judgment behind them.
[bookmark: _Toc233142893]2.4. Connection Between Internship Activity and Research Topic

The growth of private credit solutions has been transforming the corporate financing landscape by offering more flexible alternatives to traditional bank lending. However, in the Portuguese context, the use of private credit instruments remains limited, particularly for small and medium-sized enterprises, whose financing structure continues to be highly dependent on commercial bank debt. The database project described above offered direct empirical evidence of this structural gap, confirming that the supply of private credit specifically oriented towards Portuguese mid-market borrowers, while growing, remains insufficient.
During the internship at Triple A – Capital & Finance, it became apparent that, despite increasing interest in alternative financing solutions among the firm’s clients, there was no structured analytical approach enabling a systematic evaluation of when private credit could be considered a strategically appropriate alternative to bank financing. This observation, grounded in concrete advisory experience across the three projects described above, became the driving force behind the preparation of the present report, which seeks to develop a practical advisory framework tailored to the Portuguese business environment. The combination of financial modelling work, market mapping, and client interaction undertaken during the internship thus directly shaped both the research question and the methodology adopted to address it.
How can private credit be systematically assessed as a viable financing alternative for Portuguese middle-market companies within a corporate finance advisory context?
To answer this question, the report presents a practical guidance framework tailored to the Portuguese market, based on the theoretical foundations presented in Chapter 3 and the empirical evidence collected during the internship at Triple A – Capital & Finance.














[bookmark: _Toc220403257][bookmark: _Toc220500094][bookmark: _Toc233142894]3. Literature Review on Private Credit

[bookmark: OLE_LINK4]The main aim of this chapter is to introduce basic concepts related to the topic. This chapter has been divided into three sections. The first one provides definitions and basic concepts about private credit. The second section will summarise the factors that influence private credit. The final section will discuss the strengths and weaknesses of private credit.
[bookmark: _Toc233142895]3.1. Definitions and Core Concepts
[bookmark: _Toc233142896]3.1.1. Definition of private credit

Private credit, or private debt as it is sometimes called, is a financing method in which lending is done through instruments that are not publicly traded. It means there is an arrangement in which loans are provided privately to borrowers by non-bank lending institutions based on their individual needs. Private credit is highly entrenched in the financial industry.
Persaud (2024)notes that one of the key characteristics of private credit lies in the maturity that the originating fund generally seeks to establish for the loan, for this very reason, the loan is not designed with trading in mind. As stated by Jang (2023), a direct lender is a firm that obtains funds from sources such as private debt funds and business development corporations, lending money directly to firms rather than using banks. What needs to be underlined is that disintermediation is important not only because of its nature but also because of its widespread acceptance.
According to the International Monetary Fund (2024) private credit, it is characterised by loans originated outside the banking system, with low liquidity and high degrees of customisation. More recent literature supports these tenets. From the study conducted by Aggarwal (2024), market conditions have been described as follows: a market consists of a sequence of private loans that fall inside the organisation of investment funds and not banks, aimed to be held until maturity.
Since private credit is a diversified class of investment, investors can take advantage of a variety of opportunities in terms of making investments. Diversification in private credit is critical as it allows investors to customise their portfolios based on their needs concerning liquidity, risks, and rewards. Traditional investments do not allow customisation, meaning that investors do not get a chance to choose from different investment alternatives ranging from mezzanine debt to second lien debt (Persaud, 2024).
Private finance as a means of meeting the demands of a particular clientele is very diverse and encompasses private equity, which is quite familiar with people. In this case, when shares are bought in companies, funding is provided through capital and knowledge. There is also private debt discussed above, where financing from non-bank financial institutions occurs, aimed at SMEs on flexible conditions. Finally, mezzanine finance is also included, which is also known as hybrid financing due to the inclusion of both equity and debt financing, and it may even be used for acquisition purposes (Käkelä, 2024).
It is important to know the types of financing available to each client to fit the exact needs of each company. One such form is private equity, in which investors take stakes in companies, contributing not only financial resources but also knowledge and strategic support for growth.
Direct lending refers to financial arrangements where the transfer of money takes place between two entities without any role played by banks in the process. In this regard, in the field of corporate private lending, direct lending has proved to be crucial since private lenders, including private equity, lend money to corporations (Phillips, 2025b). Besides, in the world of corporate finance, direct lending has emerged as a key tool, especially for middle market businesses and multinational enterprises searching for flexible and tailor-made financing options (Phillips, 2025a). Given that there are fewer creditors involved, corporations are known to have closer and more direct relations with their debtors than they usually would. Financing deals tend to get done faster and with pricing certainty owing to the fact that the deals are not broadly syndicated. Lastly, the swift changes made in the deals during the COVID-19 pandemic show how strong the relations between lenders and borrowers are (Gunter et al., 2021).
Unitranche loans are a type of private credit facility whereby both senior and junior debt are packaged in one facility provided by one lending syndicate, such as a private credit fund. Instead of two separate loan tranches, namely first lien and second lien, from two separate lenders, the unitranche loan provides only one loan agreement, one set of terms, and an interest rate that is a combination of both senior and junior loan interests. Unitranch loans have been widely embraced by private equity-backed middle market transactions due to their ability to facilitate quicker execution at a certain price (CAIA Association, 2024; E. Bosman et al., 2025).
Although there is just one loan from the side of the borrower, the financier can structure the economy within their organisation using first out/last out arrangements-some of the money may be considered safer (first out) and other riskier (last out) with differing returns, without adding to the complexity presented to the borrower (E. Bosman et al., 2025). Another less problematic advantage comes from the fact that a simplified creditor body may provide easier amendment and workouts, since there are fewer groups of lenders vying for the restructuring deal (CAIA Association, 2024). Academic work on private credit also notes that private credit deals depend greatly on contractual design, covenants and renegotiation features, with unitranche facilities fitting well in this relationship-based model (Lalafaryan, 2024).
Mezzanine debt is a hybrid of financing between senior debt and equity in the capital foundation of a company. In effect, mezzanine debt is used by firms, which in turn seek additional funding besides the one acquired from the banks, but do not want to issue any stocks to the public. For the reason that mezzanine finance is considered to possess the qualities of senior debt and stock, dilution of ownership is reduced (Vasilescu, 2010).
One of the key functions of mezzanine finance concerns the funding gap that small to medium-scale enterprises (SMEs) encounter. Also, according to empirical research undertaken by academics, what is observed is that SMEs are unable to gain full credit facility benefits, having limited collateral or being perceived as higher risk by banks (Cusmano & Thompson, 2013; Vasilescu, 2010). In this way, mezzanine debt provides a hybrid solution poised between senior debt and equity with greater flexibility than borrowing and less dilutive than equity investment.
Mezzanine instruments are commonly structured as subordinated loans, participating debt, or convertible instruments, meaning that lenders may receive higher interest rates or gain equity participation if the company performs well. As it ranks junior to senior debt in case of default, it inherently involves greater risk for its holders, hence it always seeks returns (Tetrevova & Svedik, 2018). Mezzanine debt provides benefits to the borrowing organisation because it can be used to finance expansions and acquisitions, considering its long-term nature. However, due to its subordinated and hybrid nature, it borrows at a higher cost of capital compared to senior debt (Cusmano & Thompson, 2013). On balance, mezzanine debt is very crucial in private credit markets as it alleviates growth constraints in businesses that are not addressed by traditional debt and equity instruments.


[bookmark: _Toc233142897]3.1.2. Differences between private credit and traditional banking

It is crucial to draw a clear distinction between private credit and traditional bank credit. Although both have the primary objective of providing capital, they differ in how they are originated, in their contractual structure, regulation, and even in the associated risk. Many of these characteristic differences are fundamental to explaining the traction gained by private credit since the Great Financial Crisis.
However, one of the most crucial differences between the two concerns the regulatory framework. Conventional banks are required to follow a strict set of norms considering Basel III and Basel IV requirements. This implies that they must strictly comply with the liquidity ratios, leverage constraints, and capital requirements. This further means that they lack the flexibility to provide credit facilities as well as finance corporations with high-risk profiles.
Another notable difference is in the intermediation model. Traditional banks grant credit based on the originate-to-distribute model, meaning that instead of holding the loan until maturity, they sell it on the secondary market or incorporate it into securitisation transactions. Private credit funds, in contrast, function in the originate-to-hold model, thus retaining the credit until maturity (European Central Bank, 2007). Also in line, Ellias and de Fontenay (2025) argue that private credit funds maintain the loans until maturity, thus bearing any risks that may occur in the future and having a more personal link to the debtor.
Furthermore, one of the main differences between the two is reflected in the contractual structure of the loan. Bank credit is subject to strict and often standardised policies, which makes many of the contracts inflexible. However, private credit differs in that it offers a more flexible option for the company that contracts it, and this is one of the reasons why companies involved in mergers, acquisitions, recapitalisations, or even to promote growth prefer private credit to traditional bank loans.
In addition, the speed with which the financing process is completed can be a key factor in explaining the rapid expansion. More recent studies seem to confirm this obvious characteristic: analysis and approval times are substantially shorter than those of traditional banks, and one of the reasons that seems to explain this is the absence of hierarchical structures and more relaxed regulatory systems (Block et al., 2024). There is a strong tendency for banks to prefer to finance larger companies, where risks are apparently more controlled, rather than focusing on the medium-sized market. Erel et al. (2024) argue that private credit plays a key role in filling this structural financing gap, enabling businesses with lower-quality borrowers who have no other sources of capital.
[bookmark: _Toc220403258][bookmark: _Toc220500095][bookmark: _Toc233142898][bookmark: OLE_LINK2][bookmark: OLE_LINK1]3.2. Key drivers behind the expansion of private credit
	
After the Global Financial Crisis, private credit has emerged as one of the most dynamic and influential asset classes in global financial markets. There was a huge change in debt financing and its providers. The bank-financed debt market broke down. This change came to a head after a series of economic scandals during the global financial crisis, involving major financial players such as Lehman Brothers and the Royal Bank of Scotland. As a result, financial regulators in several countries implemented stricter rules for banks. In view of increased regulation of banking institutions, a structural deficit in credit supply has arisen, with a greater impact on medium-sized companies (Hogan & Burns, 2019).
The private credit market has expanded considerably in recent years, especially since the Great Financial Crisis in 2008. Based on reports by Morgan Stanley, the asset size of the private credit market has increased from around $260 billion in 2008 to around $1.7 trillion in 2024 (Jochims, 2025). The growth of the European private credit market has been nearly twice that of the American one due to an increase in the financing needs of the middle market firms, along with regulation being in favour of alternative lending firms, with $500Bn in 2024 from $50Bn in 2010.
The expansion of private credit, which has been most pronounced in the last decade, can be explained by a combination of regulatory, structural, and dynamic factors in the financial markets that have completely reshaped global financial conditions. It is worth noting that academic literature converges on the view that the expansion of regulatory measures following the 2008 financial crisis was a determining factor in this strong growth.
The implementation of Basel III increased the number of requirements imposed on banking institutions in terms of capital, liquidity, and risk control, thereby restricting their ability to grant credit to companies that did not meet certain requirements (Bank for International Settlements, 2017).
According to Buchak et al. (2018)the growing market position after the Global Financial Crisis can be attributed to increased regulation of banks. Additionally, banks subject to greater regulatory pressure adjusted their balance sheets and reduced their exposure to corporate credit, especially those considered high risk (Gropp et al., 2018). In a way, it seems that not everything has been bad after these large-scale events, as the various restrictions paved the way for the development of new financing models that now occupy a prominent place in a market dominated by traditional banks. The new restrictions on the banking sector are highlighted by Chen et al. (2023) who demonstrate the drastic reduction in bank lending. As a result of these events, there was room for the growth of a new area, the Private Credit. 
In addition, how corporations source funds from the market will also be influenced by such incidents and will accelerate the process of disintermediation. This drastic transformation in the banking structure has been supported by the study made by Ćehajić and Košak (2022), which stated that the impact of macroprudential policies on SMEs has negative consequences in terms of credit. These barriers, often combined with the need for financing to promote expansion or even restructuring or acquisitions, reinforce the predominant role of private credit as an alternative ally in more crucial moments. By operating outside the regulatory regime under which banks are subject to greater scrutiny, they assume a higher risk position, thus enabling many transactions that would not be possible under traditional banks. 
Furthermore, due to regulatory developments, several structural factors have contributed to the expansion of the private credit market, particularly the growing role of private equity. For that reason, owing to the higher dependence on debt financing in the buyouts and acquisitions carried out by private equity funds, the rising share of the economy financed through private equity investments has led to an increase in the need for alternative sources of financing, resulting in private credit (Degerli & Monin, 2024).
From the onset of the COVID-19 pandemic, there has been a tremendous growth in the volume of the private credit market. The figure stood at around $3 trillion in early 2025, up from about $2 trillion in 2020. However, it is expected to rise to about $5 trillion by 2029 (Morgan Stanley, 2025). According to the International Monetary Fund (2024) report, low interest rates have led to the expansion of a number of alternative investment vehicles. Besides, private credit has established itself as a highly lucrative investment option, boasting extremely high returns and low volatility.
[bookmark: _Toc233142899][bookmark: _Toc220403262][bookmark: _Toc220500099]3.3. Advantages and Limitations of Private Credit

The growing number of private credit funds with assets under management of $158 billion at the beginning of 2010 and over $2 trillion as of mid-2024 has stimulated numerous studies examining the advantages and disadvantages of such financial products (Zou, 2026). 
In view of the non-public nature of private credit as an approach to borrowing without using banks, it would be accurate to say that private credit holds a unique position within the economy since it represents an investment opportunity to yield-oriented investors as well as an approach to financing for middle-market companies unable to borrow from banks or bond markets (International Monetary Fund, 2024). 
[bookmark: _Toc220403265][bookmark: _Toc220500102]In the subsequent paragraphs, the literature relevant to the strengths and weaknesses of private credit investments will be discussed from the perspectives of investors, borrowers, and financial institutions.

Advantages

· Illiquidity premium and high yield
Yield spread is always given with respect to a comparison with other publicly traded instruments, such as corporate bonds or treasury bonds, in order to compensate for the cost of illiquidity and difficulties in the financing process using the two-party mechanism. This category of investment instruments has offered a premium of 2-4 per cent over syndicated leveraged loans in the last ten years (Cai & Haque, 2024).

· Portfolio diversification 
The attraction of institutional investors towards private credit is partially driven by the non-correlation between private credit and both public stocks and bond markets, thereby contributing to portfolio stability in times of crisis for the public markets (Cai & Haque, 2024). Nevertheless, as noted in the literature, this non-correlation is partly attributable to the fact that valuation is conducted infrequently, which smooths the cycle (Zou, 2026).

· Speed, execution and flexibility 
In most cases, such private credit deals usually take four to eight weeks for completion. On the other hand, syndicated loans could require up to three to six months for completion. The latter is highly crucial in the M&A process, where speed and certainty in financing increase the probability of success (Blackstone, 2025).

· In the private lending system, more room exists for the negotiation of the terms of financing that can provide solutions like payment in kind (PIK), bullet payments, balloon payments, deferred drawdown credit facilities, or one-time repayment on maturity. Such negotiation options are often hard to come by in the case of bank lending systems and provide a ray of hope to borrowers in tough times (N. Sambur & Minorini, 2025; Zou, 2026).

· Superior monitoring and creditor protection
 Since they are supposed to keep the loans until maturity, they may be encouraged to do proper due diligence along with proper portfolio management. If anything is to arise during this period, they will definitely cope better than the syndicate financing because there will only be one creditor in this scenario (Gunter et al., 2021; Jang, 2023).

Disadvantages and Limitations

· Illiquidity and capital lock-in
Illiquidity is one of the most important factors for an investor that contributes to the premium on private credit investments. An investor cannot withdraw capital from such an investment for many years, and it may be impossible to exit this kind of investment before its maturity  (International Monetary Fund, 2024).

· Limitations in asset valuation and delayed price adjustments
 Reduced activity in secondary markets means that private credit portfolios are valued less frequently than other assets traded in financial markets, reducing the apparent volatility of these assets and contributing to a more favourable perception of risk-adjusted performance (Zou, 2026). In turn, the incentive structure of fund managers can create situations that delay the recognition of losses during periods of fundraising or when the performance of these funds is being assessed (International Monetary Fund, 2024).

· High financing costs
Compared with bank financing, private credit tends to entail a higher cost for the borrower, resulting in a premium of between 100 and 300 basis points. At the same time, lenders may require a higher level of monitoring and oversight of the company’s governance (N. Sambur & Minorini, 2025). For this reason, its use tends to prove less economically efficient for companies that have access to bank financing on competitive terms.

· Systemic risk and interconnectedness 
The private credit market has five vulnerabilities: the financial fragility of certain borrowers, the use of semi-liquid vehicles, the existence of multiple layers of leverage, valuation mismatches, and limited transparency among market participants. Although private credit funds use less leverage than banks, the complexity of these interconnections can amplify losses in a scenario of instability (Bank for International Settlements, 2025; International Monetary Fund, 2024).

· Performance and Impact of Fees
The problem with assessing the performance of risk-adjusted assets in the private credit market arises from the inability to draw parallels with other types of assets. The structure of the fees that are usually tied to such investments and consist of management fees, accrued interest, and origination fees results in lower gains for investors (Block et al., 2024; Chernenko et al., 2022; Zou, 2026).

· Borrower Credit Risk
The clients who resort to private credit alternatives usually find themselves in a relatively more vulnerable financial state than corporate organisations receiving financing from conventional bank structures. Hence, private credit collections usually consist of a greater number of risky clients (Chernenko et al., 2022).










[bookmark: _Toc233142900]4. Research Problem and Methodology

The chapter connects the discussion of the placement experience provided in the previous chapters to the core of the report that is discussed in Chapter 5. The chapter provides an answer to the question of what is needed to make the presentation of the methodology clear. The chapter starts with stating the research problem and its goals (Section 4.1), continues with the description of the methodological approach to solving the problem (Section 4.2), and ends with a critical discussion of its limitations (Section 4.3). 
[bookmark: _Toc233142901]4.1. Research Problem and Objectives

This is the problem that has become the source of inspiration for the current report – it emerged through the process of completion of three projects within the placement. As it became evident, although the clients showed their growing interest in using the alternative forms of finance, there was no particular methodology of analysis that would help to make an evaluation of the environment in which the private credit could be used as a strategic alternative to bank finance. The analysis relied much on the intuition of the consultant.
It is even more important from the point of view of the Portuguese case. Financing of domestic firms, especially SMEs, is based largely on bank loans, while the availability of private credits, which is increasing, is still low and is little understood by the business community. This is why the lack of structured methodology is both an internal challenge for the firm and a reflection of certain deficiencies in the advisory services for Portuguese businesses.
The principal aim is to create an advisory framework to assess private credit as an alternative financing instrument. Besides, there are three additional aims listed: (i) comparing private and bank credits by their cost and other characteristics, (ii) finding out when private credit can be used as a solution and (iii) assisting Triple A in its advisory activities through a structured assessment methodology.
[bookmark: _Toc233142902]4.2. Methodological Approach

To answer the research question, a qualitative and applied methodological approach was adopted, as the aim is not to test a statistical hypothesis, but rather to develop a decision-support tool that is both theory-based and useful in advisory practice. The methodology is therefore based on the triangulation of various sources of evidence, combining direct observation, market data collection and a review of the literature.
The analysis drew on three complementary types of sources. The first consisted of observations gathered during the work placement, arising from direct participation in the projects described in Chapter 2. These projects provided a first-hand understanding of the reality of financial advisory services in Portugal, the financing needs of companies and the limitations of the banking system in catering for certain types of transactions. The second source consisted of market data on bank financing, gathered from official sources such as the Bank of Portugal and the European Central Bank, supplemented by data published by leading institutional managers in the European private credit market. The third source was the academic and institutional literature on the subject, which provided the conceptual framework and a basis for comparison with the empirical observations.
Empirical observations played a central role in the development of the framework. The drafting of the business plan highlighted the importance of the financing structure and the interaction between different sources of capital. Furthermore, the creation of the database enabled us to map, directly, the supply of private credit available to Portuguese and Spanish companies, revealing the underdevelopment of the national ecosystem, and no less importantly, the valuations submitted to the CMVM provided an in-depth understanding of the relationship between the cost of capital, the company’s risk profile and the macroeconomic context. Taken together, these three projects provide empirical support for the dimensions of the proposed framework.
The literature review, presented in Chapter 4, was conducted with a view to covering the main determinants of private credit growth, its structural characteristics and instruments, as well as the empirical evidence regarding its advantages and limitations, from the perspectives of investors, borrowers and the financial system as a whole.
The proposed analytical framework has been developed through integration of the findings from the literature review and observations conducted during the internship period. None of the four dimensions has been chosen at random, they are all chosen based on the criteria discovered during the literature review and observed in practice. First, it reflects the importance of the firm’s profile and strategic context identified in the literature as an important criterion of the appropriateness of the tool. Second, it is related to the critical importance of the firm’s financing structure and the firm’s relationship with the bank, which is well-known from the literature. Third, the third dimension highlights the advantages of using the credit in terms of speed, flexibility and covenants, observed in the context of M&A projects. Finally, the fourth dimension comes from the conclusion derived from the literature review concerning the need to take into account strategic value creation in the cost comparison analysis.

[bookmark: _Toc233142903]4.3. Limitations of the Methodological Approach

However, the chosen methodology has certain limitations that should be mentioned since they set the boundaries of the results and open new directions for further research. First, the current analysis did not include the formal interviews with the creditors and the borrowers that would allow us to understand their perspective and motivation in the context of the private credit relationship. Second, the proposed theory was not checked with real-life examples, which means that its empirical proof requires further research. Third, the analysis was hindered by the scarcity of data related to the Portuguese private credit market, which is quite underdeveloped and underdocumented. Thus, it became necessary to use the reference data from the European market. Fourth, the current research uses partly secondary sources of information, such as private credit prices benchmarks, which require reliable primary sources. Fifth, the empirical observation was done only in the context of one organisation, which gives the study additional practical value but makes it less applicable for other organisational settings. All these limitations do not influence the relevance of the contribution, but they set boundaries for it and prove the relevance of directions of further research.














[bookmark: _Toc233142904]5. Private Credit - an Applied Advisory Framework

The activities undertaken during my internship at Triple A – Capital & Finance provided me with ongoing exposure to the practical aspects of corporate finance consultancy within the Portuguese market. Throughout the various challenges faced during the internship, the most significant of which are described in Chapter 2, a recurring theme emerged: the financing decisions faced by medium-sized Portuguese companies are often sub-optimal, not because there are no suitable alternatives, but because there is no structured analytical tool to guide consultants and clients through a systematic evaluation of these alternatives.
This chapter aims to address this gap directly and, at the same time, can be implemented as an essential tool at the core of the company. To this end, a practical advisory framework for Private Credit Assessment will be developed and designed for use by Triple A – Capital & Finance to assess whether private credit is a feasible and strategically appropriate financing alternative for a particular type of client.
The table is based on the literature reviewed in Chapter 3, draws on empirical observations gathered during the internship, and is adjusted using current market data from official and institutional sources. The chapter begins with the rationale for the framework, continues with the establishment of a rigorous cost benchmark using official data from the European Central Bank and the Bank of Portugal, together with evidence from renowned international investment managers, and concludes with the framework itself and a critical reflection on its contribution to the firm’s consulting practice.

[bookmark: _Toc233142905]5.1. The Cost of Private Credit: Official Benchmarks and Market Evidence

A prerequisite for any guidance framework on private credit is a clear and well-founded understanding of its actual cost compared with traditional bank financing. To this end, this section aims to establish a cost benchmark using official data from the European Central Bank and the Bank of Portugal, supplemented by pricing data from renowned institutional investors active in the European direct lending market.


[bookmark: _Toc233142906]5.1.1. Bank Lending Rates: Official Data from the ECB and Banco de Portugal

The logical starting point for a cost comparison is the rate at which Portuguese non-financial corporations currently access bank credit. The Bank of Portugal, through its statistical series published by the Office of Strategy and Studies (GEE), provides harmonised monthly data on the interest rates applied by monetary financial institutions (MFIs) resident in Portugal to new credit operations.
According to the most recent official source, the interest rate on loans granted to non-financial corporations in Portugal stood at 3.53% in March 2026, a drop of 0.18 percentage points from February 2026. However, what is most important in this context is that there appears to be a significant difference between small and large loans, in particular, interest rates on loans up to €1 million, which generally include loans to SMEs, were calculated at 3.60%, whilst those for loans above €1 million, which are generally medium-sized loans, stood at 3.45% (Gabinete de Estratégia e Estudos, 2026)
Across the euro area, the ECB’s statistics on MFI interest rates for December 2025 confirm a broadly consistent picture. New loans to businesses exceeding €1 million, with a variable rate and an initial rate fixation period of up to three months, stood at 3.31% across the euro area, whilst small loans of up to €250,000, with a variable rate, had an average rate of 3.65% (European Central Bank, 2026). Rates in Portugal are therefore broadly in line with the euro area average, reflecting comparable monetary policy transmission across the monetary union. Table 1 summarises these official reference figures.

	Loan Category
	Portugal Rate
(March 2026)
	Euro Area Rate
(Dec 2025)

	New loans to NFCs – all maturities (average)
	3.53%
	n/a (country-specific)

	Loans ≤ €1M (SME segment)
	3.60%
	3.65% (≤ €250K, float.)

	Loans > €1M (mid-market segment)
	3.45%
	3.31% (float., ≤ 3 months fix.)


[bookmark: _Toc232962125][bookmark: _Toc233144734]Table 1– Official Bank Lending Rates to Non-Financial Corporations: Portugal and Euro Area (2025–2026)
Sources: GEE/Banco de Portugal (2026), Taxa de Juro dos Novos Empréstimos; European Central Bank (2025), MFI Interest Rate Statistics – December 2025 (Regulation ECB/2013/34). NFC = non-financial corporation.


[bookmark: _Toc233142907]5.1.2. Private Credit Pricing: Primary Market Data and Institutional Evidence

The vast majority of European private debt is variable-rate and indexed to the three-month EURIBOR. Given the ECB’s accommodative monetary policy, which led to the deposit facility rate falling to 2.0% by mid-2025, the three-month EURIBOR stood at approximately 2.1% at the end of 2025 and is expected to stabilise between 2.75% and 3.25% in the medium term, due to conservative inflation outlooks among central banks (Czapla et al., 2026).
To facilitate an understanding of costs, in addition to the benchmark interest rate mentioned above, observed pricing data from Ares Management, Northleaf Capital, and KKR, all leading players in European private credit, provide a reliable, approximate estimate of costs.
Ares Management’s direct lending strategy in Europe has generated gross returns in excess of 10% at the asset level since its inception, a figure consistent with the 9–11% yield range observed across the broader European mid-market direct lending universe. In the second quarter of 2024, the most recent period for which Ares disclosed specific European-equivalent yield metrics in a comparable format, it reported a weighted average yield of 10.8%, with a yield premium over the syndicated loan market of 220 basis points (Ares Management, 2024).
The second observation set out in Northleaf Capital’s “Private Credit Market Update” report for the second quarter of 2025 explains that the spread between European and US credit stands at around 25 basis points, due to the fragmented nature of the markets, as well as the need for bespoke solutions, such as multi-currency financing. M&A and leveraged buyout (LBO) transactions in Europe recorded a year-on-year growth rate of 58% in the second quarter of 2025, marking the strongest period since 2021. With regard to covenants, maintenance covenants predominate in companies with EBITDA of up to €100 million in the small and medium-sized segments, whilst covenant-lite structures predominate in higher-tier transactions, which is particularly significant given the context of the mid-market segment in Portugal (Northleaf Capital, 2025).
Furthermore, comments on the private credit market, provided by KKR’s Global Head of Private Credit, indicate that direct lending offers gross unlevered yields in excess of 10%, despite competitive conditions amongst lenders, which are squeezing spreads, and the fact that direct lending continues to offer high yields on senior secured debt. It is important to note that, although there has been a narrowing of spreads, the contractual terms and collateral remain intact and form the essential framework of private credit investments (Pietrzak, 2025). 
The pricing structure remains in place, according to VRC’s market update for the first quarter of 2026, which shows that prices remained unchanged for unitranche loans in Europe within the direct lending sector during the fourth quarter of 2025 and at the start of the first quarter of 2026 for standardised loans, with spreads of 4.75–6.00% for upper-middle-market loans, and 5.00–6.25% for traditional middle-market loans with an OID advantage (Czapla et al., 2026).
To this end, Table 2 has been created to translate this institutional data into a segmented pricing matrix for the average European market. The Portuguese SME segment is treated separately as an estimate, with an upward adjustment of 100 to 150 basis points applied to the main band of the average market, in order to reflect the risk premium attributable to the lack of private equity sponsorship, the limited provision of financial information and creditors’ lesser familiarity with the Portuguese market, in line with the observations by VRC that lower-quality or cyclical loans attract premiums of 50 to 100 basis points above the standard credit matrix.

	Borrower Segment
	Indicative
Gross Spread
	All-in Rate
(EURIBOR 2.1%,
end-2025)

	Upper mid-market
(>€75M EBITDA, PE- sponsored)
	E + 350–500 bps
	5.6–7.1%

	Core mid-market
(€15M–75M EBITDA, PE- sponsored)
	E + 500–625 bps
	7.1–8.4%

	Lower mid-market
(€5M–15M EBITDA, non-sponsored)
	E + 600–750 bps
	8.1–9.6%

	Portuguese SME
(non-sponsored, non-rated)
	E + 700–850 bps
(est.)
	9.1–10.6%


[bookmark: _Toc232962126][bookmark: _Toc233144735]Table 2 - Indicative Private Credit Pricing in the European Mid-Market (H2 2025 – Q1 2026)
E = EURIBOR (3-month); bps = basis points, PE-Sponsored = Private Equity Sponsored



[bookmark: _Toc233142908]5.1.3. The Cost Differential: Quantifying the Private Credit Premium for Portuguese Borrowers

Tables 1 and 2 together enable a direct quantification of the cost differential between private credit and traditional bank financing in the Portuguese context. Table 3 presents this comparison by borrower segment, using the official Banco de Portugal rates as the bank benchmark and the mid-points of Table 2 for private credit.

	Borrower Segment
	Bank Rate
(Portugal,
March 2026)
	Private Credit
All-in Rate
(end-2025)
	Cost
Differential

	Upper mid-market
(>€75M EBITDA)
	3.45%
(BdP official)
	5.6–7.1%
	+215–365 bps

	Core mid-market
(€15M–75M EBITDA)
	3.45%
(BdP official)
	7.1–8.4%
	+365–495 bps

	Lower mid-market
(€5M–15M EBITDA)
	3.60%
(BdP official,
≤€1M loans)
	8.1–9.6%
	+450–600 bps

	Portuguese SME
(non-sponsored)
	3.60%
(BdP official)
	9.1–10.6%
	+550–700 bps


[bookmark: _Toc232962127][bookmark: _Toc233144736] Table 3 - Cost Differential Between Private Credit and Bank Financing for Portuguese Borrowers (2025–2026)
Sources: Bank rates from GEE/Banco de Portugal (2026). Private credit all-in rates from Table 2. bps = basis points, BdP = Banco de Portugal
Upon detailed analysis of Table 3, it is immediately apparent that there is a virtually prohibitive difference for most companies seeking alternative financing. The spread between 215 and 700 basis points varies depending on the sector and the type of instrument. Following validation of the interest rates, three observations emerge from the data presented.
Firstly, the cost premium associated with the private credit solution does not constitute evidence of market inefficiency nor a strategy for creditors to obtain excessive profits. Instead, it should be understood as a senior secured financing solution, offered with a guarantee of enforcement, bespoke contractual terms and ongoing, relationship-based involvement from the lender, which bank credit lines are operationally unable to replicate. For this reason, the premium should be understood as the market price of a qualitatively distinct financing service, rather than a quantitative surcharge on an otherwise identical product.
Secondly, with regard to the evolution of the spread over time, the spread between private credit and public market alternatives has narrowed significantly since the peaks of 2022 and 2023, driven by a combination of lower reference rates, following the ECB’s easing cycle, and intensified competition amongst an ever-growing pool of direct lenders, who are mobilising record levels of available funds. This compression has directly benefited borrowers, as the total cost of direct lending in the mid-market has fallen, without a corresponding deterioration in the structural protections, covenants, security arrangements and creditor relationships that define the asset class.
Finally, the most significant observation in the context of consultancy in Portugal concerns the nature of the counterfactual scenario, since for a significant proportion of Portuguese borrowers, particularly those in the lower mid-market and SME segments, the relevant alternative to private credit is not a competitively priced bank loan, but rather the effective absence of available financing.
In such cases, the cost premium presented can be described as the cost of enabling access to a transaction that the conventional banking system is structurally reluctant to finance. This distinction is fundamental to assessing the value-adjusted cost, which constitutes Dimension IV of the Advisory Framework.

[bookmark: _Toc233142909]5.2. The Proposed Advisory Framework: Four Analytical Dimensions

The framework organises the private credit assessment around four sequential dimensions, each addressing a distinct but interrelated facet of the financing decision. The pathway moves from a high-level strategic assessment (Dimension I) through an analysis of the existing financing structure (Dimension II) and the specific structural requirements of the transaction (Dimension III), to a quantitative, value-adjusted cost comparison (Dimension IV). An unfavourable signal at an earlier dimension reduces the weight assigned to later stages, though all four should be evaluated before a recommendation is made.

Dimension I – Company and Strategic Profile

The first dimension of the Advisory Framework characterises the organisational and strategic context in which the need for financing arises. The academic literature is quite clear in stating that a private credit solution is not uniform across different types of companies. The evidence presented by Chernenko et al. (2022) shows that companies that resort to private credit tend to have higher levels of leverage and a greater need for flexibility in their financing structures. At the same time, Erel et al. (2024) emphasise that private credit meets the financing needs of firms that lack another suitable source of capital, a dynamic that is very important in the Portuguese mid-market, given the concentration of the banking sector.
According to Block et al. (2024), private credit transactions predominantly involve companies owned by private equity (PE) funds, as their financial characteristics and the need for flexible financing solutions make this model especially suitable. In contrast, Portuguese family-owned firms, the dominant ownership model in the mid-market, may lack experience at the level of the chief financial officer (CFO) to manage compliance with contractual covenants and the provision of information to creditors. The main drivers of financing within Triple A’s client base (M&A, growth capital and restructuring) are well documented in the literature as the primary use cases for private credit.
To this end, the first recommendation regarding private credit solutions is aimed at companies undergoing a clear strategic shift, backed by venture capital or similar financing, and whose financial statements are sufficiently robust to enable creditors to carry out thorough due diligence. Family-owned businesses with well-established operations and no strategic shift should, first and foremost, maximise their bank financing.

Dimension II – Financing Structure and Bank Relationship

The second dimension considers the company’s current financial structure, as well as the nature of the relationship between the organisation and the banks. This issue has been extensively explored by Buchak et al. (2018); Gropp et al. (2018) and Chen et al. (2023), who have clearly stated that post-Global Financial Crisis regulation has contributed significantly to a reduction in bank lending to highly leveraged, low-quality firms. The latest ECB Bank Lending Survey for the third quarter of 2025 shows that this trend is continuing, with banks reporting an increase in the number of rejected loan applications compared with the previous quarter’s averages (European Central Bank, 2025). 
The above difference is intrinsic to the system itself. In the origination and holding strategy, the private lender has the opportunity to create the structure based on the borrower’s cash flow characteristics, offering flexible lending that cannot be matched by the credit lines offered by the bank. At this juncture, the role of the consultant is to analyse the maturity structure, the headroom available under restrictive covenants, the concentration of the creditors, and the limitations of the bank, particularly the control limitation (Ellias & de Fontenay, 2025; European Central Bank, 2007)
As a warning sign in this dimension, companies facing restrictions on bank credit, reduced financing limits, high concentrations of loans, or imminent maturities are ideal candidates for private credit. Companies with diversified banking relationships and sufficient financial flexibility are unlikely to qualify for the cost premium, unless there is a pressing need for a specific structure.

Dimension III – Speed, Flexibility, and Covenant Requirements

The third dimension translates the operational advantages of private debt into concrete advisory criteria. Concerning speed of execution, Blackstone (2025) note that private debt transactions are completed in four to eight weeks, compared with syndicated financing, which takes between three and six months. According to N. Sambur and Minorini (2025), the certainty of financing is the determining factor in borrowers’ preferences in competitive M&A scenarios, as the terms of the syndicated deal are only known after the book-building process has been completed. In terms of flexibility, unitranche financing has some advantages that make capital structure easier and faster, as reported by CAIA Association (2024) and E. Bosman et al. (2025).
When it comes to covenants, according to Lalafaryan (2024) and Jang (2023), bilateral covenants are useful in the monitoring of borrowers and allowing proactive involvement on behalf of lenders. Gunter et al. (2021)demonstrate that these bilateral covenants performed well in cases of financial distress during the COVID-19 pandemic, compared to syndicated financing, offering immediate relief from covenants and low restructuring costs.
As a general guideline in this dimension, private credit may offer maximum utility where speed and certainty of execution are critical. There must be certain attributes in the structure of the financing and the manner in which it is paid back, such as Payment In Kind (PIK), delayed drawdown, single repayment or unitranche, which generally cannot be met under bank credits or where the level of leverage is above that of the bank’s appetite, but with a justifiable cash flow generation capacity.

Dimension IV – Value-Adjusted Cost Assessment

Finally, the fourth dimension of the model represents the quantification of the qualitative analysis carried out in Dimensions I to III, with a view to analysing costs. We can consider the fourth dimension to be the most complex, due to its technical nature and the difficulty in determining the correct value for a given solution. It involves developing a financing model that takes into account more than just a comparison of interest rates.
Compared with these official benchmarks, the indicative total cost of private credit for comparable Portuguese borrowers ranges from 7.1% to 9.6% in the core mid-market and lower mid-market segments, which corresponds to a cost differential of between 365 and 600 basis points for mid-market borrowers. In the case of non-sponsored Portuguese SMEs, this spread ranges between 550 and 700 basis points, as shown in Table 3.
The main analytical contribution of this aspect lies in the idea that this spread should be analysed from a perspective adjusted to the value actually generated, rather than merely from a nominal standpoint. A comparison based exclusively on interest rates, which concludes that private credit carries a cost roughly 400 to 500 basis points higher than bank debt, could lead to the perception that this solution would hardly be economically rational for firms with access to traditional financing. However, this interpretation may be simplistic for two reasons.
Firstly, as discussed in Dimension II, the premise that bank financing is available on competitive terms does not always hold true in the context of the Portuguese mid-market. In more leveraged transactions, associated with acquisitions or of greater structural complexity, the choice is rarely between private credit and bank credit, in many cases, the real alternative is between resorting to private credit or not obtaining financing at all.
Secondly, even when bank financing is practically within reach, certain features associated with private credit, such as greater certainty of enforcement, bullet repayment structures, payment-in-kind (PIK) mechanisms, the possibility of deferred drawdown and the absence of syndication risk, can generate additional benefits, in contrast to mere bank financing. These elements add value to the transaction, but are unlikely to be captured by a comparison focused solely on the nominal interest rate spread.
In any case where private credit could be considered as a viable alternative, the consultant will have to come up with a financing plan consisting of three separate scenarios, which must all be examined in order to see which one is best.
Scenario A can be described as the renegotiation of an existing credit line from Portuguese banks using official Bank of Portugal interest rates as the benchmark. Next, Scenario B considers a solution based entirely on private credit, with pricing determined in accordance with the market interest rates shown in Table 2, which are always updated to reflect the interest rates in force during the corresponding period. Scenario C, in turn, assumes a hybrid structure, combining a senior bank tranche with a private credit component. This approach may prove more cost-efficient in cases where there is partial availability from banks, but where the quantitative requirements or the complexity of the transaction exceed what bank financing alone can support.
Each of these scenarios should be tested in order to recommend the best solution for each client. To this end, the model should estimate the total annual cost of financing, the implied debt service coverage ratio and the interest coverage ratio, both in a base case scenario and in a plausible adverse scenario. The free cash flow available after meeting debt service obligations should be calculated. In the case of acquisitions or transactions involving financial leverage, the analysis should also include a quantification of the value created or destroyed for shareholders as a function of the additional cost of financing, thereby enabling an assessment of whether the premium associated with private credit is effectively offset by the economic value generated by the transaction.
The analysis of adverse scenarios should be guided by two minimum criteria. The first corresponds to a debt service coverage ratio (DSCR) of 1.0 times or higher, and the second to an interest coverage ratio (ICR) of at least 2.0 times in the pessimistic scenario. These parameters are in line with the levels typically observed in the financial covenants negotiated in direct lending transactions in the European mid-market and serve as a prudent yet realistic test of the borrower’s ability to meet its financial obligations under less favourable conditions.
To enable the consultant to make the most effective recommendation, the use of private credit should be recommended whenever the value-adjusted analysis demonstrates that the strategic benefits associated with the financing solution outweigh the incremental cost identified in Table 3. These benefits may be reflected in the impact on the NPV of the transaction, in the competitive advantage gained in a merger and acquisition process, or in the possibility of accessing financing that would otherwise not be available. 






[bookmark: _Toc233142910]5.3. The Private Credit Advisory Decision Matrix

Table 4 synthesises the four dimensions into a first-pass screening tool for advisors at Triple A – Capital & Finance. Each dimension is anchored in the literature reviewed in Chapter 4, providing a reading pathway for cases requiring deeper theoretical justification.

	Dimension
	Signals Favouring
Private Credit
	Signals Against
Private Credit
	Advisory Implication

	I. Company and
Strategic Profile
	PE-backed,
 M&A, Growth, Restructuring trigger, Professionalised CFO
	Family-owned, conservative governance, stable ops, no strategic trigger
	Assess governance readiness and reporting quality before evaluating cost

	II. Financing Structure and Banks
	Bank constrained, limited headroom, concentrated lender, maturity pressure
	Competitive multi-bank proposals, ample headroom, no structural constraints
	Map debt structure, identify regulatory-driven credit gaps, check covenants

	III. Speed,
Flexibility and
Covenants
	Competitive M&A, PIK, delayed draw, bullet needed, unitranche preferred
	Simple refinancing, no urgency, standard amortising structure sufficient
	Identify bespoke features required, stress-test covenant headroom vs. projections

	IV. Value-Adjusted
Cost Assessment
	Transaction value justifies 215–700 bps premium, enabling effect, M&A advantage
	Cost-sensitive, low urgency, bank pricing at 3.45–3.60% is adequate
	Build 3-scenario model


[bookmark: _Toc232962128][bookmark: _Toc233144737]Table 4 - Private Credit Advisory Decision Matrix: Dimensions, Signals and Advisory Implications
[bookmark: _Toc233142911]5.4. Recommendations to Triple A – Capital & Finance

Following on from the framework developed throughout this chapter, some recommendations can be made to Triple A with a view to implementing private credit as a structured solution within the advisory context.
Firstly, the company should progressively incorporate the use of the four-dimensional framework into its client onboarding and mandate assessment processes, using it as an initial screening tool to enable the systematic identification of situations in which private credit could effectively become a viable alternative financing solution for the client. An approach based on these premises would replace the informal process, reliant on individual judgement, with a replicable and well-founded process.
Secondly, the development of the Framework also involves the constant updating and periodic verification of the private equity and private credit database compiled during the placement, ensuring that the relevant pricing benchmarks and market players remain up to date. Given the rapid evolution of the European private credit market, this database represents a strategic asset whose intrinsic value depends directly on its up-to-date status. 
Thirdly, it is proposed that the use of the Framework be viewed as a differentiating factor at a commercial level within the financial boutique sector. As an independent financial boutique, the close relationship with clients enables, to a certain extent, the provision of credible advice on private credit solutions. It is this close relationship with clients that can strengthen the firm’s position in the Portuguese market and enable it to expand its service offering beyond the traditional advisory services that currently form the core of the business.
Finally, it is crucial to the company’s operations to continually establish direct commercial relationships with a select group of private credit providers, particularly in the Iberian market, as more than 80 per cent of the company’s recurring business takes place in that region. This direct contact would not only enable the company to assess private credit as an option, but also facilitate closer ties between the parties and structure transactions on behalf of its clients. The company’s active role would be expanded, enabling it to capture additional value throughout the entire advisory process. 
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The ultimate aim of this report is to address a practical issue from an analytical perspective, drawing on the direct experience gained during the internship. To this end, the question posed, in an attempt to provide a concise and relevant answer: How can private credit be systematically assessed as a viable financing alternative for mid-market Portuguese companies within the context of corporate finance consultancy? 
The proposal set out in the previous chapters is neither a theoretical model nor an attempt to create a mathematical algorithm, but rather a structured, multidimensional Advisory Framework, designed to be applied iteratively to both existing and potential clients. 
To this end, this final chapter brings together the report’s main conclusions, critically reflects on the framework’s contribution and limitations, and identifies the implications of this work for the broader landscape of corporate finance consultancy in Portugal.
[bookmark: _Toc233142913]6.1. Main Findings

An analysis of the literature review revealed that the increase in the use of private credit was not a short-term or cyclical trend, but rather a structural shift in the corporate credit market. This change has been driven by several factors, such as the regulatory restrictions imposed on banks in the wake of the recent economic crisis, the growth in the number of private equity investments, and the increasing demand from institutional investors for high returns and diversification.
On the other hand, from the borrower’s perspective, private credit offers a unique form of financing compared to alternative sources, due to its relative certainty of implementation, flexibility, and the close relationship between the lender and the borrower, as these characteristics are difficult to obtain through traditional financing methods. However, the advantages of private credit come at a high cost. The brief analysis presented in the previous chapter revealed that there is a disparity between the costs of private credit and traditional bank credit, according to data from the Bank of Portugal and the European Central Bank.
The empirical section of the report, based on practical projects carried out during the internship, also highlighted the importance of these financial issues in the Portuguese economy. The creation of an Iberian database on venture capital and private credit made it clear that, although the sector has grown in recent years, the number of alternative financiers available in Portugal is relatively small compared to Spain and other northern European countries. Furthermore, the business planning and assessment work carried out during the internship reveals that companies in various sectors, many of them, are facing financial constraints that cannot be easily resolved through traditional banking methods.
In response to these observations, the Practical Guidance Framework, set out in Chapter 5, provides a simple and structured approach to assessing the suitability of private credit solutions. The framework is organised around four sequential dimensions: corporate and strategic profile, financing structure and banking relationship, structural requirements and considerations regarding restrictive covenants, and value-adjusted cost assessment. Together, these dimensions aim to guide the advisor through a systematic assessment process, designed to support financing recommendations and improve consistency in decision-making.
To facilitate an initial screening and potential matching, the decision matrix presented in Table 4 consolidates the main dimensions into a single tool, designed to support the assessment process. The value of this framework lies in moving away from a direct comparison of the interest rates involved in the financing process, as for some companies in Portugal, it may be more appropriate to weigh up the choice between financing available through private credit and the absence of other financing options. In such cases, the higher interest rate compared to that offered by banks should be analysed strategically.
[bookmark: _Toc233142914]6.2. Contribution and Limitations

The framework contributes to Triple A – Capital & Finance’s consulting practice in two distinct ways. Firstly, from an operational perspective, it provides consultants with a replicable tool based on concrete data, applicable to both current and future client mandates, without requiring additional investment. By grounding each dimension in academic literature and calibrating cost benchmarks based on official regulatory data, the framework provides the firm with a defensible and updatable analytical basis for a class of consultancy work that, until now, lacked a structured methodology in the Portuguese market.
More broadly, the framework fills a gap in the existing literature, as no previous work had suggested a structured consulting tool specifically designed for independent corporate finance boutiques operating in markets with high banking concentration and low private credit penetration, of which Portugal is a representative example.
Specifically, the value created for Triple A – Capital & Finance is reflected in three key areas. Firstly, it is important to highlight the analytical robustness, thanks to the grounding of each dimension in the scientific literature and the calibration of cost benchmarks using official data from the Bank of Portugal and the ECB. The company thus now has a well-founded basis for its advisory services, which, until now, had relied on the individual judgement of the adviser. Secondly, the focus is on the differentiation of the commercial offering. In a sector dominated by financial boutiques, where personalised attention to each client is a key feature, the ability to provide credible advice on private credit strengthens the company’s positioning and enables it to expand its offering beyond traditional services. Thirdly, the capture of additional value throughout the advisory process, insofar as the framework – combined with the Iberian database and direct relationships with lenders – enables the company to play a more active role in structuring transactions.
However, it is also necessary to acknowledge three limitations with the same rigour applied to the framework’s strengths. Firstly, Dimensions I to III are inherently qualitative and depend on the professional judgement of the consultant applying them. Whilst this reflects the nature of corporate finance consultancy, where context and relational capital are inseparable factors, it also means that the quality of the outcome is limited by the experience of the professional in question. Future development of the framework could address this issue by introducing quantitative scoring criteria for each sub-dimension. Secondly, the price benchmarks underlying Dimension IV are indicative and are subject to review as monetary policy, competition among lenders and market dynamics evolve. For this very reason, the framework should be reviewed periodically, with the database duly updated, to serve as the primary source of market information. Thirdly, and more structurally, the limited number of private credit providers willing to finance transactions involving unsponsored Portuguese SMEs restricts the practical application of the framework to the upper segment of the mid-market.
[bookmark: _Toc233142915]6.3. Implications and Avenues for Future Research

Throughout the course of this project, we have identified a number of implications that extend beyond the scope of the company’s consultancy activities. The creation of the Advisory Framework represents a competitive advantage in the implementation of alternative financing solutions within the company, enabling it to differentiate its offering in a competitive market and provide clients with more informed guidance on the range of financing options available in the Portuguese market.
At the same time, this report opens up various possibilities for future lines of research, the most immediate being the empirical validation of the model itself. Its application to a structured sample of medium-sized Portuguese companies, accompanied by a comparative analysis of the results obtained between companies that have resorted to private credit and those that have remained dependent on the traditional model of bank financing, would enable the construction of a longitudinal evidence base necessary to refine both the qualitative indicators and the quantitative thresholds associated with each dimension of the model.
A second approach, focusing on the supply side of the Iberian private credit market through a systematic analysis of the strategies, target profiles and pricing behaviour of private credit providers operating in Portugal and Spain, would complement the demand-side focus of this framework and enable a more precise match between borrowers’ characteristics and lenders’ mandates. Finally, as the regulatory framework matures and national alternative credit platforms potentially emerge in Portugal, a reassessment of supply-side constraints would be timely and of practical value to the advisory community.
In short, private credit represents a structural, rather than merely cyclical, evolution in business financing, and its relevance to Portuguese small and medium-sized enterprises is growing. To this end, the practical advisory framework developed in this report constitutes a contribution towards overcoming the informational and structural barriers that have, to date, limited its adoption in this market. It is not presented as a definitive solution, but rather as a starting point for a more rigorous and evidence-based approach to advice on alternative financing in Portugal, which can be refined and expanded as the market matures.
From both a personal and professional perspective, my placement at Triple A – Capital & Finance marked the moment when the knowledge I had acquired during my academic studies was put to the test against the often imperfect reality of financial consultancy. My involvement in various projects enabled me to translate theoretical methodologies into properly structured solutions, ready for presentation to the client.
More than mere technical application, the key lesson lies in recognising that the quality of any model ultimately depends on the underlying judgement and the ability to formulate defensible assumptions in the absence of complete data. This experience provided direct insight into the limitations of bank financing and the opacity of the Portuguese private credit market, which led to the research question and shaped the framework proposed here, highlighting the mutually reinforcing relationship between the practical component of the placement and the analytical component of this report.
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