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BDC Earnings Season Check-
In: Credit Quality Is Splitting 
the Sector  

August 13, 2026 

A season with no shocks and one real 
surprise: two names buck the usual 
pattern of deepest discounts trading on 
weakest credit, and the sector's year-
long de-rating just gave back a third of 
its move, the first sign the widening 
might be running out of room. 

By John Cole Scott 
President CEF Advisors 

 

 A Season Mostly Confirming What the 
Market Already Priced 
 
Thirty-eight of the 39 exchange-listed BDCs in 
our Equal-Weight BDC Index have now reported 
second-quarter 2026 results. Only Prospect 
Capital (PSEC) is still outstanding, with its fiscal 
fourth-quarter print expected around August 25  

 
to 26. With this much of the season in hand, the 
clearest story is not a single quarter's move. It is 
how far apart the stronger and weaker credits 
have drifted, how the market has already priced 
that gap, and how quickly a handful of names 
are moving to do something about it. 

To sharpen the credit picture, we went directly 
to SEC filings this week for thirteen constituents 
where our non-accrual and portfolio-
composition data had not yet loaded: Kayne 
Anderson BDC (KBDC), Crescent Capital BDC 
(CCAP), Bain Capital Specialty Finance (BCSF), 
BlackRock TCP Capital Corp (TCPC), Nuveen 
Churchill Direct Lending (NCDL), Morgan Stanley 
Direct Lending Fund (MSDL), MidCap Financial 
Investment Corp (MFIC), Main Street Capital 
(MAIN), Goldman Sachs BDC (GSBD), FS KKR 
Capital Corp (FSK), CION Investment Corp 
(CION), Blue Owl Capital Corp (OBDC), and Blue 
Owl Technology Finance Corp (OTF). Every figure 
below for those names comes from each 
company's own 8-K earnings exhibit or Form 10-
Q filed between August 4 and August 13, 2026. 

The Premium/Discount Divide Is Still Mostly a 
Credit-Quality Divide 

Sorting the index by current discount to net 
asset value continues to show that the BDCs 
trading at the widest discounts are, on average, 
the ones carrying the weakest one-year NAV 
total return, the lowest returns on equity, and, 
now that we can see it, the highest non-accrual 
rates. The nine names trading at a premium to 
NAV average just negative 1.2 percent one-year 
NAV total return, 9.7 percent trailing return on 
equity, and a non-accrual rate of just 0.9 percent 
among those disclosing it. The ten names trading 
at discounts steeper than 30 percent average  
-9.7 percent one-year NAV total return, a trailing 
return on equity of just 0.8 percent, and a non-
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accrual rate of roughly 2.6 percent among those 
disclosing it.  

Discount tier Constituents 
Avg. 1yr 
NAV 
total 
return 

Avg. 
leverage 

Avg. 
1yr 
ROE 

Avg. 
non-
accrual 
% 

Premium to NAV 
(9 funds) 

ARCC, 
CSWC, 
FDUS, GAIN, 
HTGC, 
MAIN, 
OXSQ, TRIN, 
TSLX 

negative 
1.2% 49.9% 9.7% 0.9% 

Moderate 
discount, 0% to 
negative 30% (20 
funds) 

BBDC, BCSF, 
BXSL, CGBD, 
GBDC, 
GLAD, GSBD, 
HRZN, KBDC, 
MFIC, MSDL, 
MSIF, NCDL, 
NMFC, 
OBDC, OCSL, 
PFLT, PSBD, 
SAR, SLRC 

negative 
5.3% 54.2% 4.1% 1.9% 

Deep discount, 
worse than 
negative 30% (10 
funds) 

CCAP, CION, 
FSK, OTF, 
PNNT, PSEC, 
RWAY, SCM, 
TCPC, TPVG 

negative 
9.7% 55.2% 0.8% 2.6% 

 

OXSQ is one exception worth flagging. It trades at a 
modest premium, plus 16.7 percent, despite the worst 
NAV total return in the index over one year, negative 
35.9 percent, and negative return on equity, negative 
23.8 percent. That looks more like a function of its small 
float and very high market yield than fundamentals, so 
treat it as an outlier rather than support for the pattern. 

A second exception cuts the other way. OTF and 
CION both sit in the deep-discount tier, yet both 
now show among the cleanest credit books in 
the entire index once we pulled their filings 
directly: OTF's non-accrual rate is just 0.1 
percent of fair value, the lowest of any 
constituent, and CION's is 1.44 percent, better 
than the moderate-discount tier average. Their 
discounts look less like a credit read and more 
like a scale, sponsor-concentration, or general 
BDC-sentiment discount that has not yet caught 
up to the underlying books. 

At the extremes: PSEC (negative 62.2%), CION 
(negative 45.3%), RWAY (negative 43.1%), PNNT 
(negative 41.8%), and TCPC (negative 39.2%) 

carry the widest discounts in the index. On the 
other side, MAIN (plus 72.5%), CSWC (plus 
51.2%), HTGC (plus 36.6%), and TRIN (plus 
35.8%) command the largest premiums and 
back it up with steady NAV trends and strong 
returns. 

What the Newly Confirmed Filings Show 

A few items from this week's direct pull are 
worth calling out on their own, since they add 
real texture beyond the numbers in the table 
above. 

Blue Owl's two funds told opposite-intensity but 
consistent stories. OBDC's non-accrual rate fell 
to 0.8 percent of fair value from 1.0 percent last 
quarter, and CEO Craig Packer said portfolio 
company operating trends remained stable, 
with credit performance continuing to track in 
line with expectations, and leverage at a two-
year low. OTF's non-accrual rate held near zero 
at 0.1 percent, and Packer separately called it 
among the lowest in the industry, with borrower 
fundamentals remaining strong. 

CION's co-CEO Mark Gatto had one of the more 
upbeat reads of the season: net asset value per 
share was up 3.5 percent quarter over quarter, 
non-accruals fell to 1.44 percent of fair value 
from 1.53 percent, with no new names placed 
on non-accrual and no new internal risk rating 
downgrades. The board responded by adding 50 
million dollars to the buyback program, bringing 
it to 130 million dollars. 

TCPC's quarter was defined less by the print 
itself and more by a balance-sheet move. On 
August 4, the fund agreed to sell 95 percent of 
the equity in a continuation vehicle holding 
roughly 523 million dollars of investments across 
78 portfolio companies, while retaining a direct 
stake in most of those companies and a 5 
percent interest in the vehicle. CEO Phil Tseng 
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called it a major milestone that meaningfully 
lowers leverage and enhances liquidity while 
realizing a premium relative to where the stock 
trades today. Non-accruals at fair value also 
improved to 1.6 percent from 2.8 percent. 

MFIC was the clearer case of credit catching up 
with valuation. CEO Tanner Powell attributed 
the quarter's net loss to credit weakness 
concentrated in a limited number of positions, 
partially offset by accretive stock buybacks 
below NAV. Non-accruals rose to 2.8 percent of 
fair value from 2.6 percent at year end. 

GSBD's release named specific credits moving in 
both directions: a Chase Industries (Senneca 
Holdings) second lien position was restructured 
and restored to accrual, while a second Chase 
Industries position was newly placed on non-
accrual, the Thrasio first lien returned to accrual 
following improved performance, and two 
Wine.com second lien investments were newly 
placed on non-accrual due to under-
performance. Net non-accruals still declined to 
2.9 percent of fair value from 3.2 percent. 

FSK's CEO Michael Forman said the company 
reduced net leverage to within its target range 
and made progress reducing non-accruals, 
which fell to 3.8 percent of fair value from 4.2 
percent, still the highest rate among the newly 
confirmed names alongside a 300 million dollar 
repurchase program and a KKR tender offer 
completed during the quarter. 

Elsewhere, MAIN's CEO Dwayne Hyzak 
highlighted an 18.9 percent annualized return 
on equity and continued net fair value 
appreciation across its lower middle market and 
private loan books. NCDL's CEO Ken Kencel 
called the portfolio healthy and resilient despite 
market volatility, even as non-accruals rose to 
1.5 percent of fair value from 0.6 percent. BCSF's 
CEO Michael Ewald described the portfolio as 

healthy with sound borrower performance, and 
KBDC's co-CEOs pointed to a pickup in core 
middle-market deal flow even as one name, 
American Soccer Company, weighed on income 
while on non-accrual. CCAP's non-accrual count 
rose to thirteen portfolio companies from 
eleven, though the company reports that figure 
against debt investments rather than the total 
portfolio, so it is not directly comparable to the 
fair-value-of-total-portfolio figures used 
elsewhere in this piece. MSDL discloses non-
accruals only on an amortized cost basis (2.9 
percent), so a fair-value figure could not be 
confirmed for the table above. 

NAV Total Return: Broad, Modest Erosion 
Again This Quarter 

Across the 38 reporting constituents, NAV total 
return per share fell quarter over quarter at 27 
of 38 funds, rose at 9, and was flat at 2. The 
equal-weighted average move was negative 1.0 
percent, with a median of negative 0.9 percent, 
a continuation, not a reversal, of the longer-
term trend (average one-year NAV total return 
across the index is negative 5.3 percent, and 
three-year is negative 9.0 percent). 

Biggest NAV total return decliners, 2Q versus 
1Q: HRZN (negative 10.7%), SAR (negative 4.9%), 
MFIC (negative 3.3%), GAIN (negative 3.2%), 
BXSL (negative 2.8%). 

Biggest NAV total return gainers, 2Q versus 1Q: 
MSIF (plus 4.0%), CION (plus 3.5%), TRIN (plus 
1.5%), MAIN (plus 1.4%), GLAD (plus 0.7%). 

CION's confirmed 3.5 percent NAV total return 
gain, paired with its improving non-accrual trend 
and buyback increase, is one of the more 
genuinely constructive single-quarter stories in 
the index, even though its longer-term trend 
(negative 6.4% one year, negative 11.4% three 
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year) means one strong quarter has not yet 
offset a multi-year erosion pattern. 

Dividends Held Steady. The Damage 
Happened in Prior Quarters 

Only two index constituents changed their 
payout this cycle. FSK raised its dividend 4.8 
percent. SCM cut 26.5 percent, taking its 
monthly distribution to 8.33 cents from 11.33 
cents. Every other reporting constituent held 
distributions flat. 

That quarter-to-quarter calm masks a rougher 
longer-term picture. The trailing three-year 
dividend growth trend across the group skews 
meaningfully negative, meaning most of the 
cutting already happened in 2023 through early 
2026 and is now embedded in the base. This 
quarter reads more like stabilization at a lower 
level than recovery. 

Leverage: Broadly Stable, Modestly Higher 
Where NAV Is Weakest 

Index-wide average leverage sits at roughly 53.4 
percent of assets, with no evidence of sector-
wide deleveraging outside of TCPC's 
continuation vehicle sale noted above. 
Consistent with the credit-quality divide, the 
deep-discount tier runs slightly more leveraged 
(55.2%) than the premium tier (49.9%), a 
modest but consistent pattern rather than a 
dramatic one. 

Non-Accruals: Now Visible for 29 of 39 
Constituents 

With this week's direct filing pull, non-accrual 
data at fair value is now available for 29 of the 
39 index constituents. Among those disclosing a 
fair-value-of-total-portfolio figure: 
 
 

Highest non-accrual % Lowest non-accrual % 

SCM, 5.4% SAR, 0.0% 

GLAD, 4.9% OTF, 0.1% 

HRZN, 4.3% HTGC, 0.1% 

FSK, 3.8% PSBD, 0.3% 

RWAY, 3.7% CGBD, 0.6% 
 

Still not confirmed on a comparable fair-value-
of-total-portfolio basis: PSEC (has not yet 
reported), CCAP and MSDL (each discloses non-
accruals on a different basis, debt investments 
or amortized cost, that is not directly 
comparable), and FDUS, GAIN, MSIF, OCSL, 
OXSQ, PFLT, and PNNT, none of which were part 
of this week's research pull and still show as gaps 
in our own CEFData.  

The Bigger Story: The Discount Has 
Structurally Widened, and Just Started to 
Reverse 

The index's weighted average current discount 
to NAV is negative 14.89 percent. Put that next 
to its own trailing averages and the scale of the 
move becomes clear: the one-year average 
discount is negative 12.92 percent, but the 
three-year average is only negative 4.11 percent 
and the five-year average just negative 3.88 
percent. This is not a fund trading at its normal 
historical discount right now. The whole index 
has re-rated meaningfully cheaper over the last 
one to three years, not just this quarter. For 
context, the broader closed-end fund 
comparison universe we track at CEFData carries 
an average discount of roughly negative 6.2 
percent, so this BDC index is trading noticeably 
cheaper than CEFs generally, not just cheaper 
than its own history. 

That widening shows up directly in total return. 
Price total return has badly lagged NAV total 
return at every horizon beyond one month. 
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Horizon 
Price total 
return 

NAV total 
return 

Gap, 
discount 
move 

1 Year 
negative 
7.45% 

plus 5.46% 
negative 
12.9 pts 

3 Year, 
annualized 

plus 3.05% plus 8.34% 
negative 
5.3 pts 

5 Year, 
annualized 

plus 3.84% plus 8.57% 
negative 
4.7 pts 

10 Year, 
annualized 

plus 7.09% plus 8.49% 
negative 
1.4 pts 

YTD 2026 
negative 
2.12% 

plus 1.13% 
negative 
3.3 pts 

 

The one-year gap, negative 12.9 points, is almost 
a mirror of the current-versus-five-year discount 
move above, confirming that most of the 
sector's discount widening has happened inside 
the last twelve months, layered on top of a 
smaller, more persistent gap that has been 
building for three-plus years. 

But August has been a sharp reversal. Through 
July, the index's price total return for 2026 was 
running around negative 9.8 percent (Q1 
negative 9.97%, Q2 plus 1.31%, July negative 
1.15%) against a steady NAV total return gain 
(plus 1.98% through July). Then in the first two 
weeks of August, price total return surged plus 
8.56 percent while NAV total return slipped 
negative 0.83 percent, a roughly 9.4 point 
narrowing of the discount in less than three 
weeks, right as 2Q26 earnings season has been 
landing. That is consistent with a relief rally: the 
credit-quality divergence detailed above was 
already priced in, and this batch of earnings, 
mostly steady dividends, a handful of improving 
non-accrual trends at OBDC, OTF, CION and 
TCPC, and no major surprise cuts beyond SCM, 
appears to have been read as good enough, 
pulling some of the deepest-discount names 
back toward NAV. Worth watching whether that 
continues once PSEC's pending 2Q print lands, or 
whether it fades. 

Distribution Quality and Cost Structure, for 
Context 

A few other index-level weighted averages 
worth having on hand. 

Metric Value 

Market yield 12.9% 

Leverage-adjusted NAV 
yield 

6.8% 

1yr return of capital, % of 
distributions 

13.3% 

3yr destructive return of 
capital 

3.5% 

Leverage 53.4% 

Gross non-leverage 
expense ratio 

2.24% 

Bond and loan exposure 85.9% 

Equity exposure 8.4% 

Avg. net assets per fund roughly 2.0 billion dollars 

Avg. 90-day daily liquidity roughly 13.3 million dollars 
 

The gap between the one-year return of capital 
figure, 13.3 percent of distributions, and the 
much smaller three-year destructive return of 
capital figure, 3.5 percent, is a reasonably 
healthy sign. Most of the return of capital 
showing up in distributions looks like it is being 
supported by unrealized gains and NAV rather 
than eating into capital outright, though it is 
worth monitoring given the NAV erosion trend 
described above. 

What's Still Pending 

PSEC is the one index constituent without a 
2Q26 print yet, expected around August 25 to 
26. Its last reported NAV, 6.05 dollars per share, 
down from 7.25 dollars per share a year earlier, 
and the index's widest discount, negative 62.2 
percent, suggest this will be a closely watched 
release. 

Portfolio-company-level holdings, industry mix 
and new investment detail beyond the non-
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accrual figures pulled directly from filings this 
week, are only loaded through June 30, 2026 in 
our own holdings database for a handful of index 
names (ARCC, HTGC, SAR). The rest of the index 
still reflects March 31, 2026 positions in our 
holdings file. If you want the fuller portfolio-
composition view refreshed for the remaining 
names, that upload is the next priority. 

Seven constituents, FDUS, GAIN, MSIF, OCSL, 
OXSQ, PFLT, and PNNT, still have no non-accrual 
figure loaded on a comparable basis in our own 
data and were outside the scope of this week's 
filing review.  

Bottom Line 

This is not a quarter defined by shocks. It is one 
where the market's existing view of credit 
quality across the BDC space kept getting 
confirmed for most names, refined in a 
genuinely useful way for the thirteen we pulled 
directly from filings this week, and then, in the 
last few weeks, partially repriced. The names 
already trading at the deepest discounts, PSEC, 
RWAY, PNNT among them, continue to show the 
weakest NAV trends, the lowest returns, and, 
where disclosed, some of the higher non-accrual 
rates. The names commanding premiums, 
MAIN, CSWC, HTGC, TRIN, continue to justify 
them with steady NAV and double-digit ROE. But 
the season also produced two useful exceptions 
worth remembering: OTF and CION, both 
trading at deep discounts, now show some of 
the cleanest credit books in the entire index, a 
reminder that discount width is a sentiment and 
scale signal as much as a pure credit signal. 

What is new is the market's reaction. After 
widening from a three-year average discount of 
about negative 4 percent to a trough of negative 
22.4 percent on March 27, the discount has 
recovered to negative 13.4 percent as of August 
12, the tightest level since early May and roughly 

half of the total widening clawed back. Whether 
this earnings season is the turning point or just 
the latest bounce inside a longer de-rating is the 
question worth revisiting once PSEC reports and 
the remaining holdings data is compiled. 
 
About CEF Advisors 

CEF Advisors is an independent registered investment 
advisory firm headquartered in Richmond, Virginia, 
founded in 1989 and specializing in closed-end funds 
(CEFs), business development companies (BDCs), and 
interval funds. We are a team of six on the wealth 
management side and thirteen on the data side. Our key 
differentiator is the integration of proprietary data and 
research through our internally developed platform, 
CEFData.com, which tracks roughly 1.2 trillion dollars 
across 840 closed-ended management companies, in 
addition about 275 London-listed closed-end funds and, 
by the end of August, 400 ETFs. 

We serve financial advisors, institutional investors, family 
offices, and individual clients through separately managed 
accounts, model portfolios, and customized research 
designed to support income generation and total return 
objectives across varying market environments, tailored 
to each client’s goals, risk tolerance, and tax 
considerations. We are also proud to work closely with the 
Active Investment Company Alliance (AICA), a nonprofit 
trade association focused on advisor-centric education 
and transparency across the CEF, BDC, and interval fund 
industry. 

Disclosures 

This article is for informational and educational purposes 
only and does not constitute investment, tax, or legal 
advice, nor a recommendation to buy, sell, or hold any 
security or strategy. The views expressed represent CEF 
Advisors’ opinions as of the publication date and are 
subject to change without notice. Discussions of specific 
funds, tickers, or filings are for illustrative purposes and 
should not be interpreted as personalized advice or a 
solicitation. CEF Advisors and its clients may hold positions 
in securities or funds discussed here, which may create 
actual or potential conflicts of interest, and such positions 
may change at any time without notice. 

Investing in CEFs, BDCs, and interval funds involves risk, 
including possible loss of principal, leverage risk, interest 
rate risk, liquidity risk, market risk, and credit risk. CEFs 
and BDCs frequently trade at a discount to net asset value, 
and there is no guarantee any investment objective will be 
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achieved. Past performance, including the historical index, 
discount, and return data referenced throughout this 
article, sourced from CEFData.com and each company’s 
SEC filings as cited, is not indicative of future results. 
Forward-looking statements are inherently uncertain and 
based on assumptions subject to change as market, 
economic, or regulatory conditions evolve. 

Before making any investment decision, investors should 
consult their own financial, tax, and legal professionals 
and carefully review the relevant prospectus, offering 
documents, and regulatory filings for any investment 
discussed.  
 
 

 

 

 


