
2024

In Golden Age of Private 
Credit, Digital Credit Benefits 
from a Wide Moat 

Demand

Introduction

Private credit markets have witnessed a surge in investor demand, driven by higher rates, seniority in capital structure, and robust 
historical performance.  Heightened banking regulations in the post-2008 era steadily fueled private credit’s emergence as a 
major asset class, and since 2021 the Fed’s restrictive monetary policy has catalyzed that growth.  Having increased from $250 
billion in 2010 to ~$1.5 trillion in 2023E, private credit AUM is now expected to reach nearly $3 trillion by 2028.1  According to a 
recent survey by Collier Capital, 44% of private market investors plan to increase their target allocations to private credit, 
comfortably ahead of infrastructure (27%), private equity (25%), real estate (17%) and hedge funds (2%).2 

Naturally, the flood of capital entering private credit brings along the risk of overcrowding the market, creating excess supply and 
weakening structures, and eventually leading to rising defaults and lower returns.  In this context, digital infrastructure private 
credit (“Digital Credit”), the financing of corporate borrowers backed by fiber, data center, cell tower and small cell assets, 
emerges as a niche category with distinct demand, supply and return characteristics.  We believe these attributes create a wide 
moat that di�erentiates Digital Credit from traditional private credit.  
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M&A is traditionally a major driver of financing for the broader 
lending market but is often volatile year-to-year.  In 2023, 
global M&A dealmaking dropped to $2.9 trillion, below $3 
trillion for the first time since 2013 and roughly half 2021’s 
record volume, driven primarily by access to and cost of capital 
as well as general economic and inflationary pressures.3  In 
contrast to traditional direct lending, Digital Credit is driven 
more by capital expenditure than M&A, making the asset class 
more resilient to fluctuations in global dealmaking.  
DigitalBridge estimates that approximately ~$40B of a ~$60B+ 
Digital Credit market4 is created by annual capex, driven by a 
consistently increasing consumption of data and the resulting 
need to support that demand with new internet infrastructure.  
Global mobile network data tra�c, for example, has expanded 
by ~6x in the past 5 years and is expected to increase by 
another ~4x in the next 6 years.5  Global data center and 
broadband growth capex is projected to grow ~8% p.a. from 
~$600B+ in 2023 to ~$850B by 2027, driven by investment in 

5G and, even more topically, artificial intelligence (“AI”).6  By 
2030, AI could contribute up to $16 trillion of economic 
potential (a 14% increase to global GDP)7 driven by $1.8 trillion 
in annual spending across AI hardware, software and services.8  
The market for data center AI microchips is projected to grow 
nearly 10x from ~$45 billion in 2023 to ~$400 billion in 2027.9  
This swelling demand for AI infrastructure created a record 
year for data center leasing in 2023 and requires substantial 
data center development to keep pace.10  Based on these 
factors, significant capex requirements across data center, 
mobile and broadband position Digital Credit to continue to 
benefit from sustained long-term demand from a diversity of 
digital end markets, without a reliance on M&A volumes.
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record volume, driven primarily by access to and cost of capital 
as well as general economic and inflationary pressures.3  In 
contrast to traditional direct lending, Digital Credit is driven 
more by capital expenditure than M&A, making the asset class 
more resilient to fluctuations in global dealmaking.  
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Digital Credit market4 is created by annual capex, driven by a 
consistently increasing consumption of data and the resulting 
need to support that demand with new internet infrastructure.  
Global mobile network data tra�c, for example, has expanded 
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As of Sept. 2023, private credit firms have over $400 billion in estimated dry powder available for financing.13  Banks are slowly 
beginning to enter the market as well by building up their own private credit units in-house (e.g., JP Morgan, Morgan Stanley, 
Goldman Sachs) or partnering with alternative firms (Wells Fargo & Centerbridge, Barclays & AGL, Société Générale & Brookfield).  
Availability of financing capital is thus likely to remain frothy while private credit is in its golden age, resulting in increased 
competition that could slow the pace of deployment and/or erode structural quality in the broader market.

Digital Credit, however, benefits from a distinct supply landscape.  The universe of digital infrastructure-focused credit remains  
limited, for two major reasons.  First, it is a unique asset class that blends elements of corporate, infrastructure and real estate 
lending but does not fit cleanly into any one vertical.  Second, Digital Credit is backed by hard assets that are constantly expanding 
with growth capex to support ever-increasing data consumption amid insu�cient infrastructure supply.  Both features require a 
lender to have deep digital infrastructure sector expertise to properly assess credit risk and loan to value.  As a result, many of the 
largest investors in private credit have minimal to no participation in Digital Credit, as demonstrated in the portfolio holdings of the 
largest public BDCs (business development companies).  The banks, already subject to sector concentration limits and increasing 
capital constraints, are also limited in their ability to finance a sector that features nontraditional credit metrics.  This supply-side 
scarcity in both private credit and bank markets contributes to Digital Credit’s resilience and attractiveness.

Supply 

New loan issuance has increasingly favored private credit 
compared to traditional bank lending.  In recent years, 
private credit has continued to take share from banks and in 
2023 represented 86% of leveraged buyout financing 
transactions tracked by PitchBook-LCD.12  Banks are subject 
to strict regulatory requirements that may be further 
increased after failures of SVB, Signature Bank and First 
Republic in 2023.  Upcoming Basel III requirements, which 
take e�ect in 2025, are expected to restrict bank lending 
abilities further, particularly for unrated credit.   

5G and, even more topically, artificial intelligence (“AI”).6  By 
2030, AI could contribute up to $16 trillion of economic 
potential (a 14% increase to global GDP)7 driven by $1.8 trillion 
in annual spending across AI hardware, software and services.8  
The market for data center AI microchips is projected to grow 
nearly 10x from ~$45 billion in 2023 to ~$400 billion in 2027.9  
This swelling demand for AI infrastructure created a record 
year for data center leasing in 2023 and requires substantial 
data center development to keep pace.10  Based on these 
factors, significant capex requirements across data center, 
mobile and broadband position Digital Credit to continue to 
benefit from sustained long-term demand from a diversity of 
digital end markets, without a reliance on M&A volumes.
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Returns

Conclusion
As the golden age of private credit continues to unfold, we believe Digital Credit benefits from favorable supply dynamics, 
data-driven demand, and strong historical risk-adjusted performance.  In our view, digital infrastructure’s resiliency and wide moat, 
combined with private credit’s structural advantages and historically attractive returns, helps distinguish Digital Credit in a rapidly 
growing asset class.  
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Elevated rates and market volatility have highlighted private 
credit as a prudent investment opportunity given its relatively 
stable returns historically and low correlation to public markets.  
Private credit yield, which has exceeded that of high yield 
bonds by an average of +4% since 2005, has reached 12.3% 
(vs. 8.9% for high yield bonds) as of Sept. 2023.14  At the same 
time, private credit has also benefited from historically superior 
default rates (-1.3%) and recovery rates (+21%) compared to high 
yield bonds.15  Within the alternatives market, private credit’s 
fundamental advantages of current income, floating rates, 
return of capital, rapid deployment and lower volatility allowed 
private credit to outperform buyout and venture capital returns 
in the last two years.16   

Digital Credit expands upon private credit’s historically attractive risk-return profile through digital infrastructure’s role as a pillar of 
the Growth Economy.  As highlighted in our prior whitepaper, credit managers are generally underexposed to Growth Economy 
sectors like telecom, IT, healthcare and financials that are on the forefront of innovation.17  Comparing historical Growth Economy 
loan prices to those of the Old Economy (e.g., industrials, manufacturing, real estate) shows an average outperformance of +1.5 
points since 2007.18  Digital Credit benefits from the technology-forward tailwinds indicative of modern Growth Economy sectors 
but is further shielded from cyclicality due to its infrastructure-like characteristics.  For example, commercial fiber, data center and 
tower borrowers typically provide mission-critical services for hyperscale (e.g., Microsoft) and enterprise counterparties that feature 
highly recurring revenue, medium- to long-dated contracts and high switching costs.  In residential fiber-to-the-home, internet is 
commonly viewed as the “fourth utility” after electricity, water and gas, which is especially important insulation a U.S. consumer that 
faces over $1.1 trillion of credit card debt and a credit card loan delinquency rate that has doubled in the past two years.19  These 
distinctive digital infrastructure attributes, backed by real assets with high barriers to entry, help o�er Digital Credit potential 
downside protection while benefiting from strong private credit yields.  
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About DigitalBridge

DigitalBridge Group, Inc. (NYSE: DBRG) is a leading global digital infrastructure firm.  With a heritage of over 25 years investing in and operating businesses across the digital 
ecosystem including cell towers, data centers, fiber, small cells, and edge infrastructure, the DigitalBridge team manages over $80 billion* portfolio of digital infrastructure assets on 
behalf of its limited partners and shareholders.  Headquartered in Boca Raton, DigitalBridge has key o�ces in New York, Los Angeles, London, Luxembourg and Singapore.  For 
more information, visit: www.digitalbridge.com.
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* $80B AUM as of December 31, 2023

The information contained in this paper (the “Information”) has been prepared 
by DigitalBridge Investment Management, LLC (”DigitalBridge”) for the sole 
purpose of providing DigitalBridge’s current view of the digital infrastructure 
private credit investment landscape (investments therein, “Investments”). The 
Information is not, and under no circumstances is it to be construed as, a 
prospectus or an advertisement and any future discussions regarding the 
Information are not, and under no circumstances are to be construed as, an o�er 
to sell or a solicitation or o�er to purchase any securities in any jurisdiction.

No reliance should be placed upon the Information. The Information is subject to 
withdrawal, cancellation or modification without notice. Statements in the 
Information are made as of a certain date in the past, and the delivery of the 
Information at any time shall not under any circumstances create an implication 
that the Information is correct as of any time subsequent to such date in the past. 
Recipients should not treat the contents of the Information or any prior, or 
subsequent, communications from DigitalBridge or its a�liates or any of its or 
their partners, members, shareholders, managers, directors, o�cers, 
employees, agents, representatives and/or consultants (“DigitalBridge Parties”) 
as advice relating to legal, taxation, ERISA or investment matters or as a 
recommendation to pursue or make Investments and are advised to consult 
their own professional advisers concerning the acquisition, hold or disposal of 
Investments.

All projected returns discussed herein are presented on a gross basis, meaning 
they do not reflect the deduction of management fees, carried interest, taxes or 
other expenses which may be charged by parties arranging or managing 

Investments and may substantially reduce the returns received by investors. All 
projected returns discussed herein are subject to uncertainties, changes 
(including changes in economic, operational, political or other circumstances) 
and other risks, all of which are beyond DigitalBridge’s control and any of which 
may cause the relevant actual, financial and other results to be materially 
di�erent from the results expressed or implied by such projected returns. 
Industry experts may disagree with the projected returns, the estimations and 
assumptions used in preparing the projected returns or DigitalBridge’s view or 
understanding of the private credit market. No assurance, representation or 
warranty is made by any person that any of the projections contained herein, 
including any projected returns will be achieved and no recipient should rely on 
such projections or the projected returns. Recipients upon request may obtain 
additional information relating to the projections and projected returns described 
herein.

An Investment entails risks and no representation can be or is made, and no 
warranties or assurances can be or are given, that any statement of opinion 
and/or belief or any views, projections or statements relating to expectations 
regarding future events in relation to private credit are correct. In reviewing the 
past performance information contained in the Information, recipients should 
bear in mind that past performance is not indicative of future performance. 
In addition, any forward-looking statements (including, without limitation, 
projections  of future earnings) contained herein are subject to known and 
unknown risks, uncertainties and other factors which may cause actual results 
to be materially di�erent from contemplated in such statements. Recipients 
must realize that they could lose all or a substantial amount of their investment 

in private credit. Benchmark comparisons are provided for illustrative purposes 
only. Comparisons to benchmarks have limitations because benchmarks are 
unmanaged and have volatility and other material characteristics that may 
di�er from specific Investments. Also, performance results for benchmarks 
do not reflect payment of investment management or performance fees and 
other expenses. Because of these di�erences, recipients should carefully 
consider these limitations when evaluating the performance in comparison to 
benchmarks.

To the fullest extent possible, by accessing the Information, you release 
DigitalBridge and each of DigitalBridge Parties in all circumstances from any 
liability whatsoever and howsoever arising from your use of the Information. 
Accordingly, none of DigitalBridge or any of DigitalBridge Parties shall be liable 
for any loss (whether direct, indirect or consequential) or damage su�ered by any 
person as a result of relying on any statement in, or omission from, the 
Information or in, or omitted from, any other information or communications 
provided. The Information contains statistics and other data that have been 
obtained from or compiled from information available by third-party service 
providers; DigitalBridge has not independently verified such statistics or data.

DigitalBridge’s market characterization is based on subjective determinations 
that it believes are reasonable but other investors may disagree with such 
characterization. There is no guarantee that historical trends will continue or that 
any downside protection will be e�ective and that an Investment will not lose 
value. Investments are subjects to the risk of loss, including principal.


