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Is Private Credit the Next Financial
Crisis?
DOUGLAS HOLTZ-EAKIN | MARCH 18, 2026

There’s no better way to start your day than with a little doom and gloom. The threat du
jour? Private credit. How much of a threat? You can face it as a single shot (The Wall Street
Journal discussion of Cliffwater Corporate Lending Fund), a fusillade (the Financial
Times coverage of the private credit industry shakeout), or in the carnage format (this New
York Times op-ed).

Fortunately, a while back AAF’s Fred Ashton offered some guidance in the form of Private
Credit: What’s the Fuss? Private credit is debt or securities that are not publicly traded. In
the simplest example, it is the mirror to a private equity investment. Investors’ dollars are
loaned out instead of taking equity positions. Private credit has garnered a lot of attention in
part because it has expanded rapidly in recent years. The asset class surpassed $1.7 trillion
as of June 2023, a 10-fold increase since 2007. Nevertheless, it remains a small fraction of
the overall fixed-income market.

Some remain skeptical because of its illiquidity and opacity, however. Investments in private
credit are not like a checking account. Redemptions are withdrawals, are limited, and can
only occur at specified times (every fund is different). Because of the lack of public trading
and related price discovery, it can be hard to put a value on the loans that are being made.
Indeed, there is the phenomenon of loans being reported at face value, but suddenly being
written off entirely.

That’s clearly a blow to individual investors. And given the trendy enthusiasm for private
credit, there’s no doubt that some of the loans will go bad, some funds may even go under,
and money will be lost. But because of the withdrawal limitations, there won’t be a run on
funds. And because the loans are 100 percent backed with equity from investors, there will
not be the contagion and systemic risk that characterizes a financial crisis.

https://www.wsj.com/finance/investing/inside-a-42-billion-private-credit-black-box-more-black-boxes-e2523e8e?gaa_at=eafs&gaa_n=AWEtsqe6nMByjrOupVjP2LEd7ZVEdM0XKWbgJl1KS2-PXVpCRoO0l7WQ4Z_AvshLeVs%3D&gaa_ts=69b98bd5&gaa_sig=2vd6EUAK2Ymfi37946o_6sZ-5Lp7anhMr9ZIJVvhxeeRKpAAA9gq7kra_dj5EdGEegdPRHe82j23PFbaKIhHuw%3D%3D
https://www.ft.com/content/3103e960-5e54-4cff-a439-b61a77ab21bd?syn-25a6b1a6=1
https://www.nytimes.com/2026/03/16/opinion/financial-crisis-private-credit-ai-iran-taiwan.html
https://www.americanactionforum.org/insight/private-credit-whats-the-fuss/
https://www.americanactionforum.org/insight/private-credit-whats-the-fuss/
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In short, there may be a big credit cycle, but that is all. Moreover, at least since the stock
market crash of 1929, there has not been a systemic threat to the financial sector that did
not involve real estate. (Real estate is practically synonymous with system risk.)

Buckle up if you are a private credit investor. Enjoy the doom and gloom if you are not.


