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Section 1: Introduction 
 
The Employees Retirement System of Texas (“ERS”) Private Credit Capital Plan (“Capital Plan”) is for 
fiscal year 2026 from September 1, 2025, to August 31, 2026.  The Capital Plan for fiscal year 2026 
includes a review of the asset class exposures, commitments, current values, and performance.  In 
addition, it includes an updated portfolio pacing analysis, which creates the foundation for the program’s 
fiscal year 2026 commitment schedule.  
 
All Private Credit portfolio information in this plan reflects values as of December 31, 2024, unless 
otherwise noted. 
 
Portfolio Statistics as of December 31, 2024 ($ in millions) 

12/31/2023 12/31/2024
Committed Capital:  2,232.00 2,782.00
Unfunded Capital:  762.71 1,418.00
Net Contributed Capital:  1,903.77 2,363.37
Net Distributed Capital: 1,031.65 1,882.70
Recallable Capital:  438.27 575.35
Fair Value:  1,408.70 1,398.31
Net Realized Gain / (Loss):  58.65 58.66
Total Value:  2,440.35 3,281.01
Total Exposure: 2,171.41 2,816.31
Distributed to Paid-In (DPI):  0.54x 0.80x
Total Value to Paid-In (TVPI): 1.28x 1.39x
Net Internal Rate of Return (IRR): 10.55% 12.30%  
 
Section 2: Portfolio Exposures 
 
The Private Credit portfolio remains well diversified. Portfolio exposures are based on both fair value and 
total exposure. Although fair value reflects the current portfolio position, total exposure incorporates both 
committed but undrawn capital, which provides additional insight into the future direction of the portfolio.  
 
The following table shows exposure by strategy, geography, and structure. 
 



Strategy Committed FMV Exposure
Structured Credit 41.4% 33.2% 31.6%
Distress 32.0% 24.4% 28.8%
Direct Origination 21.2% 30.6% 29.1%
Asset Based Lending 5.4% 11.7% 10.5%

100.0% 100.0% 100.0%
Geography
North America 94.6% 93.6% 90.6%
Europe 5.4% 6.4% 9.4%

Structure
Primary Fund 60.3% 57.6% 68.4%
Managed Account 39.7% 42.4% 31.6%  

 
The Private Credit portfolio has four broad categories of strategies (Structured Credit, Distress, Direct 
Origination and Asset Based Lending) and remains well diversified on its allocations to these strategies. 
These broad categories may contain individual sub-strategies that can be significantly different from other 
strategies within the category. As such, the portfolio benefits from a level of diversification far greater than 
the four broad strategy categories. Each individual investment strategy was chosen to take advantage of 
an investment opportunity that was expected to be available during the investment period.  
 
From an industry perspective, the portfolio has an overweight to structured credit. This is through 
investment exposures to Collateralized Loan Obligations (CLO) and mortgages. Although it appears 
concentrated, each structure is comprised of hundreds of corporate credits or thousands of mortgages. 
 
Private Credit Industry Exposure  
as of December 31, 2024 
 

 
 
From a geographic perspective, the portfolio is weighted toward markets in the United States for two 
reasons. First, legal jurisdictions within credit are important in regard to creditor rights and the ability to 
enforce remedies in the event of default. The United States has the most established and reliable legal 
system for creditor protections. Second, the Trust has U.S. dollar denominated liabilities, investments in 
assets denominated in foreign currencies carry additional risk. Currently, the portfolio has a 6% exposure 
to Western Europe.  
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ERS Private Credit Program: Industry Exposure



 
Private Credit Portfolio*  
As of December 31, 2024   
 

Private Credit Portfolio

Investment Asset Class Commitment Value % Portfolio
1 AGL Structured Credit 600,000,000$      403,404,629$      25%
2 Bain Capital Credit Structured Credit 250,000,000$      264,439,596$      16%
3 AG TwinBrook Direct Origination 165,000,000$      16,565,245$        1%
4 All Seas Capital I Direct Origination 117,000,000$      159,133,230$      10%
5 All Seas Capital II Direct Origination 100,000,000$      -$                       0%
6 Balance Point III Direct Origination 75,000,000$        38,659,305$        2%
7 Balance Point V Direct Origination 125,000,000$      113,536,032$      7%
8 Balance Point VI Direct Origination 75,000,000$        7,154,683$           0%
9 Chambers Energy Capital V Direct Origination 125,000,000$      6,485,803$           0%

10 Benefit St. Special Sits Distress 75,000,000$        23,167,133$        1%
11 Benefit St. Special Sits II Distress 75,000,000$        52,699,805$        3%
12 Benefit St. Contingent Opps. Distress 75,000,000$        35,231,746$        2%
13 Glendon Opportunities Fund Distress 50,000,000$        8,108,023$           1%
14 Glendon Opportunities Fund II Distress 75,000,000$        53,768,733$        3%
15 Marblegate Partners Fund II Distress 150,000,000$      343,868,293$      21%
16 Marblegate Partners Fund III Distress 125,000,000$      -$                       0%
17 VWH Master Fund Asset Based 50,000,000$        29,686,722$        2%
18 VWH Master Fund III Asset Based 150,000,000$      54,938,697$        3%
19 VWH Master Fund IV Asset Based 100,000,000$      3,077,065$           0%

2,557,000,000     1,613,924,740     100%  
*Pro forma for subsequent additions in FY25 
 
Since 12/31/24, the Private Credit team added one new commitment. The ACIC approved a $100mm 
commitment to All Seas Capital II to continue the European direct origination strategy utilized in All Seas 
Capital I.  
 
Section 3: Performance Review 
 
Performance Versus Benchmark as of December 31, 2024 
 

Assets 
($millions)

(% of 
Trust) 1 Year 3 Years 5 Years Since 

Inception

Private Credit      1,398.31 3.5% 17.31% 11.12% 14.10% 9.02%
Benchmark * 11.78% 6.21% 6.21% 5.77%
Excess Return 5.53% 4.91% 7.89% 3.25%
* Benchmark: LSTA Leveraged Loan Index plus 1.50%  
  
Most investments in the Private Credit portfolio report performance quarterly. ERS receives the data 45 to 
90 days after the end of the performance period. The Private Credit portfolio has performed well over all 
periods and has exceeded its assigned benchmark (LSTA Leveraged Loan Index plus 1.5% annually) by 
a significant amount, including by +7.9% annually on a trailing five-year basis.  Performance in recent 
years has been exceptionally strong due to the maturation of the portfolio and the addition of new 
investments with attractive return profiles.  
  



Section 4: Pacing Analysis  

The portfolio pacing analysis is built upon the forward-looking investment parameters previously 
described. The objective of the pacing analysis is to create a realistic path to manage overall exposure 
within approved parameters over time. 

The Private Credit pacing model estimates fair values and net cash flows arising from capital 
contributions, distributions and appreciation generated from existing and planned capital commitments. 
The model incorporates cash flows, fair values, and unfunded balances as of December 31, 2024. It is 
important to recognize that the model output is driven by numerous assumptions about the future and is 
directional in nature. It is a tool for planning purposes and future values will not equal the precise amounts 
predicted by the model. The years shown in the pacing model are ERS’ fiscal years. Over the long term, 
any discrepancy between the fiscal and calendar years should be immaterial. 

The following graph summarizes three different scenarios for the trajectory of the Private Credit allocation 
within the total Trust: Base Case (3.5%), Fast Case (6.0%), and a Slow Case (3.0%). In each case 
presented, capital commitments are held constant and various Trust growth, cash flow, and asset class 
return assumptions are adjusted.  

 

  



The following table outlines the commitment projections over the next five years in order to achieve 
investment objectives within approved parameters. The targeted commitment is $400 million, but may 
vary within a range of $300 million to $500 million depending on the opportunity set.  

Projected Commitment Requirements 
($ in millions) 
 

 

Fiscal Year Target Commitment
FY 2026 Projection 400 300                  500          
FY 2027 Projection 400 300                  500          
FY 2028 Projection 400 300                  500          
FY 2029 Projection 400 300                  500          
FY 2030 Projection 400 300                  500          

              Range

 
 
ERS has been at or moderately above its targeted Private Credit allocation of 3.0% since the initiation of the 
target in September 2022. The proposed Capital Plan maintains exposure modestly above the 3% target and 
well within the approved range of 0% to 8%. The forecasted commitment levels, post 2026, are a straight-line 
projection intended to show a trend over time. The targeted commitment is $400 million. Annual 
commitments may vary within a range of $300 million to $500 million depending upon available investment 
opportunities. This enables the portfolio to remain near the target and benefit from vintage year 
diversification.   

Section 5: Prospective Investments 
 
As a result of the portfolio review, the following investment objectives for the next year have been 
developed. After all FY 2025 commitments were allocated to the existing portfolio, the focus of FY26 
investments will be new strategies and managers.  
 
Structured Credit:  
 
CLO assets have attractive return and cash flow characteristics. However, given the large allocation 
within the portfolio, additional commitments are not expected in FY26.  
 
Distress: 
 
The Private Credit portfolio has existing investments in distressed credit that target corporates of varying 
market capitalizations. Staff continually evaluates strategies in this area, but new commitments in FY26 
are less likely.  
 
Direct Origination: 
 
Direct Origination includes a variety of strategies and market capitalizations. The ERS Private Credit 
portfolio generally targets the lower middle market and situations of high complexity. Staff expects to add 
commitments in this area in FY26.  
 
Asset Based Lending/Other: 
 
Asset Based Lending is a very broad category that includes a wide variety of strategies from the 
extremely broad down to single asset types. Asset Based Lending is the smallest strategy category in the 
Private Credit portfolio. There is capacity to add to this category. Staff expects to make a small additional 
commitment to an existing strategy in the portfolio. Staff will also continue to evaluate new opportunities.  
 
 
  



Section 6: Summary 
 

The targeted commitment amount for FY2026 is $400 million within a range of $300 million to $500 
million. The capital budget will be deployed within the pre-existing portfolio parameters as per the 
Investment Implementation Plan (“IIP”). The long-term objectives of the portfolio will guide each 
investment brought forward with the ultimate objective of building a well-diversified portfolio of high-quality 
general partners.  


