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The Loan Had More Time. Its
Valuation Had Already Fallen.

Eight observations of one private-credit holding show why a maturity extension, accrued income and an
estimated recovery value must be read separately.

At the end of 2024, Barings Capital Investment Corporation reported an Acogroup loan position due in October
2026. Three months later, the reported maturity was April 2028, a shift of eighteen calendar months. Yet before
that change appeared in the schedule, the position's estimated fair value was already only 70.23% of its stated cost.
2024 annual filing, Acogroup schedule row; March 2025 quarterly filing, same named position.

In the following quarter, the company placed its Acogroup debt investment on non-accrual, meaning it would no
longer recognise interest income on that investment for financial reporting. By June 2026, the holding's estimated
fair value was $629,000 against a stated cost of $3.231 million. That was 19.47% of cost. These are reported

valuations, not the proceeds of a sale. June 2026 filing, investment schedule and Item 2, Non-Accrual Assets.

The chronology matters because two different criticisms of private credit are easily conflated. One is that flexible
terms can allow a financially stressed borrower to postpone paying cash. The other is that a lender can use that
flexibility to avoid acknowledging a deterioration in value. In this case, the public record shows a mark below cost
before the observed maturity change and before the non-accrual designation. It contradicts a simple story in which
the investment stayed valued at cost until interest recognition stopped. It does not tell us whether the marks were
timely or adequate, or whether the extra time improved the eventual recovery.

What did the lender recognise, and what did it actually collect?

Eight dates, one reported position

The evidence comes from seven SEC filings by Barings Capital Investment Corporation, a business development
company, giving eight dated observations from December 2023 to June 2026. The comparison follows the named
Acogroup first-lien term-loan position, with March 2022 consistently shown as its acquisition date. This supports
continuity of a reported holding. Without the underlying agreements, it does not prove that an identical legal
instrument survived every modification.

The holding was selected because its successive disclosures show a changed maturity and a later non-accrual event.
It is an investigation of an observable case, not a representative sample of modified loans or a measure of the
frequency of troubled private credit.


https://www.sec.gov/Archives/edgar/data/1811972/000181197225000007/bdc-20241231.htm
https://www.sec.gov/Archives/edgar/data/1811972/000181197225000018/bdc-20250331.htm
https://www.sec.gov/Archives/edgar/data/1811972/000181197226000018/bdc-20260630.htm
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Reporting date Reported maturity Stated cost, $000 Estimated fair value, $000  Fair value / cost
31 December 2023 October 2026 3,193 2,899 90.79%
31 December 2024 October 2026 3,094 2,173 70.23%
31 March 2025 April 2028 3,098 2,137 68.98%
30 June 2025 April 2028 3,098 1,439 46.45%
30 September 2025 April 2028 3,231 1,450 44.88%
31 December 2025 April 2028 3,231 1,345 41.63%
31 March 2026 April 2028 3,231 1,011 31.29%
30 June 2026 April 2028 3,231 629 19.47%

Non-accrual began during the quarter ended 30 June 2025. Ratios divide each row's estimated fair value by its
own stated cost; they are not realised-loss rates. Schedule figures are reported in US-dollar thousands. The
company's currency-translation policy and the absence of an investment-level currency bridge prevent
attributing every dollar movement to credit deterioration.

Sources: the 2024 annual report supplies both December observations; the subsequent rows use the March 2025,
June 2025, September 2025, December 2025, March 2026 and June 2026 schedules, Acogroup rows.

The maturity column describes when the reported obligation falls due. The valuation columns describe how much
the lender says its position is worth at each reporting date relative to its accounting cost. Neither column is a
payment record. A later maturity can relieve an immediate refinancing problem without raising the value of the
claim; a lower mark can acknowledge weaker prospects without establishing that a loss has been realised.

After March 2025, the reported maturity stays at April 2028 while the value-to-cost ratio keeps falling. The later
date and the lower marks belong in the same account of this position. Neither records cash recovered.

An interest label is not a bank statement

The quoted terms change as well. At December 2024, the schedule includes a component labelled “4.0% Cash”. In
June 2025 and the subsequent observations, it instead includes “6.4% PIK” and “4.0% PIK”, without an explicit
cash label. The full interest column also contains EURIBOR-linked notation; selected percentages should not
simply be added into a new estimated cash yield. The accompanying comparison notes reproduce each complete

quoted row. December 2024 schedule; June 2025 schedule.

PIK means payment in kind. Under the company's disclosed policy, contractual PIK interest is periodically added
to loan principal rather than paid to the lender in cash, and is recorded as interest income while it accrues.
Collection can therefore wait until principal is repaid. Preferred-equity PIK dividends are a separate category: they
are recorded as dividend income and capitalised to the security's cost basis, generally to be collected on

redemption. June 2025 financial-statement notes, Payment-in-Kind Income.

Deferring cash payment can leave a borrower with more money to operate through a temporary problem. But
adding interest to a claim produces no cash for its holder, and can increase what the borrower must eventually
repay. The IMF described this temporary-relief versus compounding-loss tradeoff in its April 2024 Global
Financial Stability Report. That mechanism was already known; the new evidence here is the named holding's

sequence of disclosures. IMF, chapter 2, printed pages 59-60.

Acogroup also shows why a contractual PIK label cannot be used to infer continuing reported earnings. The June
2025 filing expressly says the position entered non-accrual during that quarter. Later schedules still display PIK
terms, but the company's account of this investment says it will not recognise interest income for financial
reporting. The contractual description and the recognition decision answer different questions.


https://www.sec.gov/Archives/edgar/data/1811972/000181197225000007/bdc-20241231.htm
https://www.sec.gov/Archives/edgar/data/1811972/000181197225000018/bdc-20250331.htm
https://www.sec.gov/Archives/edgar/data/1811972/000181197225000025/bdc-20250630.htm
https://www.sec.gov/Archives/edgar/data/1811972/000181197225000032/bdc-20250930.htm
https://www.sec.gov/Archives/edgar/data/1811972/000181197226000004/bdc-20251231.htm
https://www.sec.gov/Archives/edgar/data/1811972/000181197226000014/bdc-20260331.htm
https://www.sec.gov/Archives/edgar/data/1811972/000181197226000018/bdc-20260630.htm
https://www.sec.gov/Archives/edgar/data/1811972/000181197225000007/bdc-20241231.htm
https://www.sec.gov/Archives/edgar/data/1811972/000181197225000025/bdc-20250630.htm
https://www.sec.gov/Archives/edgar/data/1811972/000181197225000025/bdc-20250630.htm
https://www.imf.org/-/media/Files/Publications/GFSR/2024/April/English/ch2.ashx
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Nor can changes in the reported principal solve the cash question. Principal moves from $2.952 million at
December 2024 to $3.347 million at June 2025 and $3.400 million at June 2026. The schedules do not reconcile
those movements into capitalised interest, repayments, currency effects, advances or restructuring changes.
Calling the increase “unpaid interest collected later” would invent both a decomposition and an outcome.

The fund totals can point in opposite directions

The fund's two PIK income categories move in opposite directions. Across the six months ended June 2025 and
June 2026, reported PIK interest income rises from $4.077 million to $4.541 million, an increase of 11.38%. PIK
dividend income falls from $4.406 million to $1.625 million.

Add the two categories for the explicitly defined combined measure and total PIK income falls from $8.483 million
to $6.166 million. Relative to corresponding total investment income of $71.163 million and $66.964 million, its
share falls from 11.92% to 9.21%. Rising PIK interest and a falling combined PIK share are both true. The
denominator and the dividend category explain why. June 2026 statement of operations, six-month columns; June
2025 PIK note.

Neither result measures how much cash the fund received. Even the separately reported total-interest-income line,
which falls from $53.546 million to $46.366 million, is an accounting income measure. Naming it cash collections
would erase the distinction this comparison is meant to establish. The H1 accounts describe the fund across
changing investments, not Acogroup alone, and supply no control group against which to judge the extension.

The fund's non-accrual totals also separate cost from fair value. At June 2025, the company reported six portfolio
companies on non-accrual, with $16.7 million of cost and $7.2 million of fair value. At June 2026 there were nine,
with $16.9 million of cost and $5.0 million of fair value. Their respective shares were 1.2% and 1.3% of portfolio
cost, and 0.5% and 0.4% of portfolio fair value. A cost share and a fair-value share use different denominators; a
low fair-value share can coexist with larger exposure measured at cost. June 2025 and June 2026, Item 2,
Non-Accrual Assets.

The members of these pools can change. Comparing their totals does not track a fixed set of loans deteriorating
through time. The named-position table serves that narrower purpose, subject to its instrument-identity
limitation. It also prevents a fund-level ratio from being mistaken for the experience of a particular borrower.

What would settle the cash question

The strongest defence of a maturity extension is economic, not cosmetic. A viable business may be worth more kept
operating than forced into a distressed refinancing or liquidation. Accepting later payment can then improve
expected collection, even if the lender marks down its claim in the meantime. A declining reported value does not
establish that refusing the extension would have produced a better result.

The rival explanation is that the business cannot earn enough to support its obligations, and extra time merely
postpones a shortfall. PIK can make that shortfall larger if accrued claims accumulate without the resources to
repay them. Acogroup's later non-accrual and lower estimated value make its eventual cash outcome
consequential. They do not identify which recovery path was available when the terms changed.

To distinguish those explanations, the next evidence must connect the modification to payments: the agreement
and its consideration, original-currency principal, interest due and paid, PIK accrued and capitalised, new
advances, repayments, fees and eventual proceeds. Those flows would need reconciliation to cost and value. A
causal claim would additionally require a defensible comparison with what would have happened without the
change. None is supplied by these schedules.

The record already establishes something narrower and useful. The lender acknowledged a value below cost before
the reported extension and before it stopped recognising interest. Flexible terms and acknowledgement of a lower
estimated value can coexist. The unresolved test is whether the extra eighteen months ultimately deliver more
recoverable cash. The next decisive number is not another interest label. It is the payment record.


https://www.sec.gov/Archives/edgar/data/1811972/000181197226000018/bdc-20260630.htm
https://www.sec.gov/Archives/edgar/data/1811972/000181197225000025/bdc-20250630.htm
https://www.sec.gov/Archives/edgar/data/1811972/000181197225000025/bdc-20250630.htm
https://www.sec.gov/Archives/edgar/data/1811972/000181197225000025/bdc-20250630.htm
https://www.sec.gov/Archives/edgar/data/1811972/000181197226000018/bdc-20260630.htm

