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Private Credit: Drawdown Funds vs. Semi-Liquid Structures
What Q1 2026 Revealed

For Qualified Purchasers, Q1 2026 did not reveal
a new risk — it clarified an old one.

THE VERDICT

How traditional drawdown and semi-liquid private credit structures have historically differed across 
returns, liquidity, and fees.

Private credit returns are driven as much by vehicle structure as by manager skill. Traditional drawdown 
vehicles — closed-end, capital-call structures long reserved for institutions and QPs — have historically 
exhibited different structural characteristics than BDCs and interval funds marketed to the wealth channel.

On a net-of-fees, time-weighted, like-for-like basis across selected indexes, historical differences are 
evident. Over the trailing ten years, the Preqin Direct Lending Index returned 7.84% annualized (through 
Dec 31, 2025). The Morningstar PitchBook US Direct Lending Evergreen Fund Index returned 5.90% 
(through Nov 30, 2025). The gap is 194 basis points per year in favor of drawdown vehicles. After applying 
representative advisor and platform fees, the observed historical gap increases in certain scenarios.

The first quarter of 2026 reflected a period of market dislocation that highlighted structural differences. 
Semi-liquid vehicles failed in predictable ways: benchmark drawdowns, redemption gating, and fee
architectures that have historically reduced net returns available to investors. Drawdown vehicles
exhibited different liquidity dynamics during the period. They are not subject to investor-driven
redemption mechanics. They do not require cash sleeves to meet redemptions. Capital deployment
follows the contractual capital-call structure.

Historical net return difference
observed across selected

private credit vehicles
Trailing 10 years through year-end 2025

Average redemption requests 
observed in Q1 2026 across 
selected non-traded BDCs

Average stated expense ratios 
among selected semi-liquid 

direct lending vehicles

Of gross loan spread consumed 
by leverage and fees in retail 

wrappers
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194bps 12.3% 3.16% 50-80%
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One asset class. Four wrappers. Four different outcomes.
10-YEAR NET RETURN COMPARISON

Returns below follow a strict apples-to-apples framework — net of all fund-level fees — to isolate the cost 
of vehicle structure from market timing or manager selection.

Why the drawdown wrapper structurally outperforms.
THREE STRUCTURAL ADVANTAGES
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01
Absence of investor-driven 
redemption mechanics
Capital is committed and drawn as opportunities 
arise. QPs are not exposed to herd-driven 
redemption pressure or forced loan sales
triggered by retail outflows.

02
Impact of structure on 
credit spread retention
Semi-liquid funds typically maintain cash sleeves 
and higher ongoing expense ratios, while 
drawdown funds generally remain invested 
according to capital-call schedules, affecting how 
credit spreads are realized by investors.

03
Lower structural
leverage cost
NISA Investment Advisors estimates leverage in 
retail BDCs is "extremely expensive," consuming 
50–80% of the loan spread before a single dollar of 
default loss is recognized. Drawdown structures 
avoid that fee drag entirely.
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Benchmark prices moved, then redemption pressure followed. Semi-liquid funds responded with gates, 
partial fills, and fire sales. Drawdown vehicles continued to deploy capital as designed.

The retail private credit boom met its first real test.
The wrapper failed first.

THE Q1 2026 STRESS TEST

Page 3

DRAWDOWN FUNDS VS. SEMI-LIQUID STRUCTURES

−11%
MSCI US Listed BDC Index fell ~11% through March 
11 as software-heavy portfolios repriced. ~27% of 
semi-liquid DL assets sit in software — vs. 6% in the 
S&P 500.

CONCENTRATION RISK

12.3%
Fitch reported avg. redemption requests of 12.3% 
across non-traded BDCs — more than 2× the 
typical 5% quarterly cap. Outflows rose 48% QoQ.

LIQUIDITY MISMATCH

−12.20%
S&P BDC NTR returned −12.20% in a year the LSTA 
Loan Index returned −0.77%. Identical underlying 
loans. The wrapper turned a flat loan year into a 
12-point loss.

WRAPPER COST (2022)

These were not failures of credit underwriting. They were failures of structure — predictable consequences 
of selling daily-priced liquidity against an illiquid loan book.

Five funds, five gating events — one structural lesson.
CASE STUDIES — SEMI-LIQUID FAILURES

Crystal Capital Partners | crystalfunds.com | (305) 868-1500 
For educational purposes only.



Same loans. Same year. Wildly different investor outcomes.
THE MATHEMATICAL EROSION

A key component of private credit returns is compensation for illiquidity risk. In retail vehicles, it is often 
consumed before it ever reaches the investor. The 2022 cohort — when leveraged loans were essentially
flat — makes the wrapper cost visible.
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Crystal Capital Partners is how advisors access drawdown
vehicles — at scale, without the operational burden.

THE AFFIRMATIVE CASE — THE CRYSTAL SOLUTION

For QP-eligible investors, the optimal structure has always been the traditional drawdown vehicle, accessed 
through a disciplined vintage diversification program. Crystal Capital Partners is the platform that makes 
that program executable. A laddered drawdown allocation through Crystal maintains continuous exposure 
as older funds distribute and newer funds deploy capital — seeking to retain a greater portion of credit 
spread without cash-sleeve drag and without concentration in any single vintage year.

Crucially, advisors and their clients avoid the asset-liability mismatch that defines the semi-liquid structure: 
there is no quarterly redemption mechanic to gate, because there is no quarterly redemption right. Liquidity 
comes from natural distributions — not from engineered windows conditional on benign markets.
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Historically, operational friction — capital calls, K-1s, multi-vintage reporting, subscription documents — 
pushed advisors toward retail wrappers despite their structural inferiority. Crystal Capital Partners has 
eliminated that friction. Our platform consolidates manager access, automates capital-call coordination, 
and unifies multi-vintage documentation and reporting in a single advisor workflow. The result: QP-eligible 
clients access the structural advantages of the drawdown vehicle without the operational tax that historically 
accompanied it.

Crystal curates a vetted roster of institutional-quality drawdown managers, supports laddered vintage 
pacing across the cycle, and handles the back-office mechanics end-to-end — so the advisor's role is
portfolio construction, not paperwork.

Page 5

DRAWDOWN FUNDS VS. SEMI-LIQUID STRUCTURES

“Vintage diversification achieves the same goals semi-liquid funds
market — ongoing exposure, reinvestment benefits, smoother
cash flow — without the structural or reputational risks.”

The wrapper matters as much as the strategy.
Crystal is how advisors access the right one.

ACCESS DRAWDOWN VEHICLES WITH CRYSTAL

Sign up to view Crystal's platform fund exposures and start exploring how to build
a vintage-diversified drawdown program for your QP-eligible clients.
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SPEAK WITH CRYSTAL

crystalfunds.com/schedule

SIGN UP NOW

crystalfunds.com/signup

https://calendly.com/d/ctfs-jtv-f6f/new-meeting?month=2026-05
http://www.crystalfunds.com/pathway/preview-pe


SOURCES & METHODOLOGY

VEHICLE DEFINITIONS & COMPARISON

Three structures dominate private credit access. They share an underlying asset class — primarily senior secured loans to private companies — but differ materially in 
how investors enter, exit, and bear risk.

METHODOLOGY

Returns in this paper follow a strict apples-to-apples framework to isolate vehicle structure rather than market timing or manager selection. Drawdown returns (Preqin 
Private Debt and Direct Lending Indexes) are net time-weighted returns to LP investors after all GP fees and carried interest. Semi-liquid returns (Morningstar PitchBook 
US Evergreen Fund Indexes) are net time-weighted returns at the institutional share class, excluding advisor and platform fees. Public liquid credit (Morningstar LSTA US 
Leveraged Loan Index) is shown gross; the investor-adjusted figure subtracts 0.70% for a representative ETF wrapper (BKLN). Listed BDC returns reflect BDC-level 
management and incentive fees already embedded in stock prices; the BIZD after-tax figure additionally applies the highest federal marginal rate to distributions.

A note on shorter horizons: the semi-liquid evergreen index shows higher 3- and 5-year returns than drawdown for two structural reasons that do not reflect genuine 
outperformance — NAV smoothing (appraisal-based quarterly marks lag real market moves) and J-curve drag on drawdown TWR (management fees accrue on committed 
but not yet invested capital). Both effects are mechanical and temporary. The 10-year figure, which spans full deployment and harvest cycles across multiple fund 
vintages, is the more honest measure of through-cycle delivery.

INDEX & RETURN DATA

Preqin Private Debt Indexes
Net TWR to LPs after GP fees and carry. As of Dec 31, 2025.

Morningstar PitchBook US Evergreen Fund Indexes
Net TWR, institutional share class. As of Nov 30, 2025.

Morningstar LSTA US Leveraged Loan Index
Factsheet, Mar 31, 2026.

S&P BDC Net Total Return Index
S&P Dow Jones Indices, Apr 30, 2026.

VanEck BDC Income ETF (BIZD)
SEC Form 497K filing.

Retail-adjusted semiliquid figures are Crystal Capital Partners
estimates (less ~85 bps typical advisor / platform fees).

CITED RESEARCH & REPORTING

NISA Investment Advisors
NISA Investment Advisors — Liquid Complements to Private Credit (Part 2).

Crystal Capital Partners
Drawdown Funds vs. Interval Funds and Seeing Through the Liquidity Mirage: Why Vintage 
Diversification Is the Smarter Route Into Private Markets.

MSCI
Run Risk or Rational Repricing? Private Credit's Software Stress Test.

Fitch Ratings
US Perpetually Non-Traded BDCs See More Widespread Negative Net Flows (Apr 13, 2026).

CNBC
Private credit defaults, loan quality and systemic risk (Mar 25, 2026).

Morningstar Manager Research 
Semiliquid direct lending portfolio analysis and Medalist Ratings

Morningstar Manager Research
A Closer Look at Semi-Liquid Funds . June 2025.

Case study reporting
Alternative Credit Investor (Feb 2026); Reuters (Mar & Apr 2026); CNBC (Mar 2026); Reuters via 
Economic Times (Mar 2026).
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IMPORTANT DISCLAIMERS
GENERAL DISCLOSURE

This website is intended only for the use of a professional financial advisor (a “portfolio advisor”); contains information that is privileged and/or confidential; and may not 
be disseminated or altered. Crystal Capital Partners, LLC (“CCP,” “we,” or “us”) is an SEC registered investment adviser that provides customized hedge and private equity 
fund portfolio solutions to portfolio advisors and their clients. Neither the SEC nor any other government agency has endorsed the merits of CCP’s website, products, 
services, educational materials, and/or any of the information contained therein.

For persons in the United Kingdom: Only firms that are authorised by the Financial Conduct Authority are permitted to access investments through CCP. No other person 
in the United Kingdom should treat this communication as being directed at them. Please note that only investors who are Professional Clients for the purposes of the 
FCA’s rules will be able to invest into the Funds, which will be made available to selected FCA authorised firms with whom we interact. Potential investors who are Retail 
Clients for the purposes of the FCA’s rules will not be able to invest on CCP’s platform via FCA authorised intermediaries.

This website is for informational purposes only and is not investment advice or an offer to sell or the solicitation of an offer to buy any interest in any entity or investment 
vehicle. Any offer to sell or solicitation to invest will only be made through the Offering Documents of one or more investments managed by CCP in accordance with all 
applicable laws and regulations. This website should not be relied upon as professional and/or financial advice, nor does it constitute a comprehensive or complete 
statement of the matters discussed therein. No representation is being made that any investment will or is likely to achieve profits or losses similar to those shown or 
described. Performance will vary depending on many factors, including, but not limited to, investment strategies, taxes, market conditions, and applicable advisory and 
other fees and expenses related to investing, including fees imposed by CCP and the portfolio advisor(s). Not all exposures may be available at all times due to capacity or 
for other reasons.

Certain information on this website constitutes “forward-looking statements,” which can be identified by the use of forward-looking terminology such as “may,” “will,” 
“should,” “expect,” “anticipate,” “project,” “estimate,” “intend,” “continue” or “believe” or the negatives thereof or other variations thereon or other comparable terminology. 
Due to various risks and uncertainties, actual events or results may differ materially from those reflected or contemplated in such forward-looking statements. Although 
the expectations expressed on this website are reasonable, actual results could be materially different. Information contained on the website, including data used in the 
calculation of some estimates and projections, comes from certain third parties. Any information provided by third parties has not been independently verified by CCP. 
Accordingly, neither CCP nor any of its affiliates, or employees will be liable to you or anyone else for any loss or damage from the use of the information contained in this 
website. Additionally, any projections, predictions, market outlooks and estimates included on the website are based upon certain assumptions, including, but not limited 
to, current and expected market conditions. Other events that were not considered may significantly affect any projections.

Investments available on CCP’s platform carry certain risks as alternative investments are complex, speculative, and illiquid investment vehicles and are not suitable for all 
investors. Please see the applicable Offering Documents for more information. Please also refer to the CCP Terms of Use and all related CCP disclosures.

IMPORTANT LEGAL INFORMATION AND LIMITED USED OF EDUCATIONAL MATERIALS DISCLAIMERS

This website permits third parties, such as portfolio advisors, to use and rebrand the materials produced therein (the “Educational Materials”) under their names for 
educational and informational purposes only. As described further below, CCP assumes no responsibility for the Educational Materials, their use or distribution by third 
parties, including any additional edits to the Educational Materials by third parties, and expressly forbids any further alterations to the Educational Materials beyond 
branding. Readers of the Educational Materials should be advised that such third parties have relationships with CCP and are subject to various conflicts of interest.

The Educational Materials should not be construed as personalized investment advice (or an offer thereof) for compensation or a recommendation of investment advice 
to buy or sell any investment nor are the Educational Materials intended as an endorsement of any security or investment (including any investment product managed by 
CCP or any other third party); the Educational Materials are for informational purposes only and any information contained in them merely represent investment 
opinions. CCP cannot guarantee the suitability of any particular investment to any personal situation and the reader of the Educational Materials bears complete 
responsibility for its own investment research and should seek the advice of a qualified investment and/or tax professional prior to making any investment decisions. 
Information contained in the Educational Materials has been obtained from sources believed to be reliable, but not guaranteed, and CCP assumes no liability for the 
information provided. Any information, data, research, news articles, forecasts, figures, opinions, projections, statements of financial market trends or investment 
techniques and strategies expressed on the website are considered to be reasonable at the time of production, but CCP makes no warranty as to their accuracy and 
reliability or completeness, and the Educational Materials may be subject to change without reference or notification to you. Any quotations of individuals in the 
Educational Materials are provided for informational purposes only and their accuracy and veracity are not guaranteed. The Educational Materials and any such items 
included therein may contain certain forward-looking statements, projections and information that are based on the beliefs of CCP (or others) as well as assumptions 
made by, and information currently available to, CCP (or others). Such statements in the Educational Materials reflect the view of CCP (or others) with respect to future 
events and are subject to certain risks, uncertainties and assumptions. Should one or more of these risks or uncertainties materialize, or should underlying assumptions 
prove incorrect, actual results may vary materially from those described in the Educational Materials. The Educational Materials (and any information included therein) are 
based on information available as of the time they were written, provided, or communicated. Accordingly, neither CCP nor its principals or affiliates make any representa-
tion as to the timeliness of any information in the Educational Materials.

At certain places in the Educational Materials, we reference or may offer direct access or links to other Internet websites. You are encouraged to exercise caution while 
browsing through any such connected hyperlinks to external websites. These websites contain information that has been created, published, maintained or otherwise 
posted by institutions or organizations independent of CCP. CCP has not reviewed any of the external websites that may be hyperlinked to the Educational Materials. 
Hyperlinks to external websites are provided for information and reference purposes only. CCP does not endorse, approve, certify, recommend or control these websites 
and does not assume responsibility for the accuracy, completeness or timeliness of the information, advertising, products, services or other Educational Materials located 
there. Additionally, CCP’s inclusion of hyperlinks to external websites does not imply association with the owners or operators of such external websites, and the views 
expressed at such external websites are not necessarily the views of CCP or its affiliates. Visitors to these websites should not use or rely on the information contained 
therein until consulting with an independent finance professional and/or portfolio advisor. Reliance upon information in these websites is at the sole discretion of the 
reader; your hyper-linking to, or use of, any external websites is at your own risk. Furthermore, CCP is not responsible for the privacy practices of such other websites. Any 
concerns regarding any hyperlink should be directed to the respective website owner or operator/webmaster.
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PERFORMANCE DISCLAIMERS

Past performance is not necessarily indicative of future results and future accuracy and profitable results cannot be guaranteed. Any performance comparison to the 
performance of indices in the Educational Materials or website may not be a meaningful comparison. Indices cited in the Educational Materials may not be available for 
direct investment. Any performance referenced in the Educational Materials is not necessarily based on the same types of investments contained in any index shown or 
referenced in the Educational Materials, nor is any such index representative of any performance presented in the Educational Materials. Any indices shown in the 
Educational Materials are only to reflect comparative performance of familiar investment styles. No representation is being made that any investment will or is likely to 
achieve profits or losses similar to those shown or described in the Educational Materials. Furthermore, performance will vary based on many factors, including, but not 
limited to, investment strategies, taxes, market conditions, and applicable advisory and other fees and expenses related to investing. No representation is being made 
that following the Educational Materials and/or any information contained therein will or is likely to achieve profits or losses similar to those shown or described in the 
Educational Materials (if at all). Any investment return and principal will fluctuate with market conditions, and one may have a gain or loss on its investments. Accordingly, 
individual returns may vary from any of the returns shown in the Educational Materials. To the extent any investment funds referenced in the Educational Materials are 
invested in indirectly through an investment platform managed by CCP, the returns of such funds (including the returns of any such funds referenced in the Educational 
Materials) will be further reduced as a result of fees imposed by CCP and the portfolio advisor. Any performance in the Educational Materials is not audited and is not 
intended to comply with AIMR-PPSA or GIPS guidelines.

NO OFFERING OR SOLICITATION

CCP may only transact business or render personalized advice, and offers of service can only be made, in those states or international jurisdictions where CCP is 
registered or where an exemption or exclusion from registration is available. Nothing herein is an offer of any service that is not legal or permissible in any particular 
jurisdiction given CCP’s current licenses. CCP is not registered as a securities broker-dealer with the U.S. Securities and Exchange Commission (the “SEC”) or with any state 
securities regulatory authority or with any foreign country; CCP is an SEC registered investment adviser that provides customized alternative portfolio solutions for 
portfolio advisors and their clients. As such, the Educational Materials are provided to portfolio advisors for their (or their clients’) informational or educational purposes 
only and are not intended as, and may not be relied on in any manner, as legal, tax or investment advice, a recommendation, or as an offer to sell, a solicitation of an offer 
to purchase or a recommendation of any interest in any fund, security, entity or investment vehicle from CCP or an attempt to effect transactions in securities. The 
information in the Educational Materials is in summary form for convenience of presentation; it is not complete and should not be relied upon as such.

Any offer to sell or solicitation to invest will only be made through the relevant Offering Documents (of one or more investments managed by CCP) to persons (through 
and working in conjunctions with their portfolio advisors) who meet the investor suitability and sophistication requirements in jurisdictions in which any such offer or 
solicitation is permitted and in accordance with all applicable laws and regulations. Accordingly, the Educational Materials must be read in connection with such Offering 
Documents in order to understand fully all of the implications and risks of any investments managed by CCP. There can be no assurance that the objectives or informa-
tion stated in the Educational Materials can or will be achieved. Alternative investments carry a high degree of risk and are complex, speculative investment vehicles and 
are not suitable for all investors; one can lose all or a substantial amount of its investment in alternative investments such as private equity funds and hedge funds.

AWARDS, RANKINGS, AND/OR RECOGNITIONS

Any awards, rankings and/or recognition by unaffiliated rating services and/or publications should not be construed as a guarantee that you will experience a certain level 
of results, as an indication of future performance, nor should it be construed as a current or past endorsement of CCP. Such awards, rankings and/or recognition were 
based in part on subjective criteria and a limited universe of candidates, and therefore there can be no assurance that a different panel of judges would not have selected 
other submissions as the winners. Please refer to the websites of the sponsors of these awards for important information regarding the criteria for the awards, and the 
manner in which such awards were determined.

ENDORSEMENTS

Any endorsement contained herein that indicates approval, support, or a recommendation of CCP or describes a person’s experience with CCP—including potential 
endorsements from investment advisors who have partnered with CCP—was not the result of any cash or noncash compensation provided by CCP for such endorsement. 
However, as a standard course of business, portfolio advisors may receive an “Advisory Fee” from their clients who subscribe to the platform, and such a relationship 
could have influenced any endorsement of CCP provided by a portfolio advisor. Any endorsement of CCP made by a portfolio advisor is non-representative of all the 
portfolio advisors that CCP works with and may be the result of unique and past experiences that do not guarantee future results.
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