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The Case for Business Development Companies (BDCs) in Investment 
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Private credit has experienced significant growth over the years as more companies have stayed private for longer 

and looked beyond traditional banks for financing. BlackRock estimates that private credit is now roughly a $2.1 

trillion1 asset class and expects the market to more than double by 2030. This growth has created a larger role for 

private lenders, particularly in the middle market where many companies do not have easy access to the public 

bond market. 

Ways to Access Private Credit 

As private credit has grown, investors have gained more ways to access the asset class. Two important approaches 

are publicly traded Business Development Companies (BDCs) and non-traded private credit vehicles. The latter can 

include non-traded BDCs as well as interval funds. Both can provide exposure to private-company lending, but the 

way investors buy, value and exit these investments can be very different. Before looking at those differences, it is 

helpful to understand how BDCs developed and the role they play in private credit today. 

BDCs have been part of the investment landscape for more than four decades. Congress created the BDC 

framework in 1980 through the Small Business Investment Incentive Act of 19802, which amended the Investment 

Company Act of 1940. The legislation was designed to provide incentives for small-business investment and 

created a regulated structure through which capital could be provided to smaller and developing companies. 

That role remains relevant today. BDCs raise capital and use it primarily to make loans or equity investments in 

small and medium-sized private companies. Many BDCs are themselves publicly traded, giving individual investors 

a way to participate in private-company financing through the public markets. BDCInvestor.com, a long-standing 

resource focused on the BDC sector, maintains company-level information, market data, dividend information and 

other metrics for publicly traded BDCs. Based on an analysis of 46 listed BDCs using BDCInvestor.com data 

supplemented by SEC filings, the group represented approximately $61 billion of market capitalization as of June 

30, 20263. 

An important consideration for investors, however, is how they can access this private credit exposure. 
Investment in publicly traded BDCs is liquid in nature. By contrast, non-traded private credit vehicles are not 
continuously traded on an exchange. Interval funds generally provide liquidity through scheduled repurchase 
offers at NAV, often quarterly, and investor requests can be prorated when repurchase requests exceed the 
amount the fund offers to buy back. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

1 BlackRock, “Today’s Private Credit Opportunity.” https://www.blackrock.com/corporate/insights/thought-leadership/global-insights/todays-private-credit-

opportunity 

2 Public Law 96-477, Small Business Investment Incentive Act of 1980, Oct. 21, 1980. https://www.congress.gov/96/statute/STATUTE-94/STATUTE-94-

Pg2275.pdf 

3 https://www.bdcinvestor.com/business-development-company-list/?confirm=1 
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For investors, this creates an important distinction. Both structures can provide exposure to private credit, but 

publicly traded BDCs combine that exposure with daily market liquidity and public-market pricing. 

 
Feature Publicly Traded BDCs Non-Traded Private Credit Vehicles 

Investor liquidity 
Shares trade on an exchange throughout the 
trading day 

Periodic repurchase or tender programs; 
terms vary by structure 

Pricing 
Market price determined throughout the trading 
day 

Generally NAV-based 

If investor demand for liquidity is high 
Investors generally sell shares in the market, 
subject to normal market liquidity 

Repurchase or tender requests may be limited 
or prorated 

Public reporting 
Public-company SEC reporting and detailed 
investment schedules 

Depends on structure; registered vehicles also 
have SEC reporting requirements 

Underlying exposure 
Primarily loans and investments in private and 
middle-market companies 

Private credit investments 

Market price vs. NAV Shares can trade above or below NAV 
Transactions generally occur based on NAV 
under the applicable fund terms 

For informational purposes only. Not intended to be a complete list of comparison features. 

 

Role of BDCs For Investors 

In simple terms, a BDC can act as a bridge between public investors and private companies. A BDC raises money 

from shareholders and may also use borrowings. It then invests that capital across a portfolio of companies, often 

through senior secured and other private credit investments. The SEC describes BDCs as a type of closed-end 

investment fund that provides investors with access to small and medium-sized private companies and, to a lesser 

extent, other investments4. 

Income is an important part of the structure. The interest received on portfolio loans generates investment 

income. Many BDCs also elect to be treated as regulated investment companies, or RICs, for tax purposes. To 

maintain that treatment, they generally must distribute at least 90% of their investment company taxable income 

to shareholders. This helps explain why dividends are an important part of the BDC model, although distributions 

can change and are not guaranteed5. For investors, this can provide access to a source of income that looks 

different from traditional public bonds. Based on White Wolf Capital’s analysis of data compiled from 

BDCInvestor.com, the median annualized regular dividend yield across 43 publicly listed BDCs was approximately 

13.3% as of June 30, 2026. Higher income, however, comes with credit risk, and the performance of BDCs 

depends on the health of the companies they finance 6. 

BDCs can also provide diversification. Instead of lending to a single private company, a BDC typically owns 

investments across many portfolio companies, industries and types of borrowers. An investor buying shares of a 

publicly traded BDC therefore gains exposure to a broader pool of private-company loans and investments rather 

than relying on the performance of one borrower. 

Another important feature is transparency. Although the underlying borrowers are private companies, publicly 

traded BDCs operate within a public reporting framework. They file periodic reports with the SEC and provide 

detailed schedules of investments showing portfolio companies, the type of security held and other financial 

 
 
 

 

4 U.S. Securities and Exchange Commission, “Publicly Traded Business Development Companies (BDCs): Investor Bulletin,” Dec. 13, 2024. 

https://www.investor.gov/introduction-investing/general-resources/news-alerts/alerts-bulletins/investor-bulletins/publicly-traded-business-development-

companies-bdcs-investor-bulletin 

5 Internal Revenue Service, “Instructions for Form 1120-RIC,” General Requirements to Qualify as a RIC and Distribution Requirements. 

https://www.irs.gov/instructions/i1120ric?utm_source=chatgpt.com 

6 BDCInvestor.com and White Wolf Capital analysis. Data are primarily as of June 30, 2026, with the latest available information used for certain BDCs where 

June 30, 2026 data were not available. For purposes of this analysis, annualized regular dividend yield was calculated as the regular quarterly dividend 

multiplied by four and divided by the applicable share price. The median represents 43 publicly listed BDCs with available data. This yield represents the 

underlying BDCs analyzed and does not represent the dividend yield or distribution yield of LBO. https://www.bdcinvestor.com/business-development-

company-list/?confirm=1 
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information. The SEC also makes standardized information from BDC filings available through its Business 

Development Company Data Sets. 7 

Diversified Exposure Across BDCs and Private Markets 

That is where the WHITEWOLF Publicly Listed Private Equity ETF (ticker: LBO) fits into the picture. As of August 7, 2026, 

LBO held investment in 22 publicly traded BDCs, representing approximately $48.6 billion in aggregate market 

capitalization. Across these BDC holdings, as of second quarter of 2026, the median debt-to-equity ratio is 1.16x, while 

the median annualized dividend yield is 12.1%. Through these holdings, LBO provides exposure to a diversified group of 

lenders financing private businesses, alongside its investments in publicly traded private equity firms and alternative 

asset managers. Together, these holdings provide investors with exposure to different parts of the private-market 

ecosystem through a daily-liquid ETF8. 

 
For additional information, please visit www.lbo.fund. 

 
Important Notice 
 
Investors should consider the investment objectives, risks, charges and expenses carefully before investing. For a 
Prospectus or Summary Prospectus with this and other information about the Fund, please call +1-305.605.8888. 
Read the prospectus or summary prospectus carefully before investing. 
 

There is no assurance that the Fund will achieve its investment objective. 
 
Equity Investing Risk. An investment in the Fund involves risks similar to those of investing in any fund holding 
equity securities, such as market fluctuations, changes in interest rates and perceived trends in stock prices. 
The values of equity securities could decline generally or could underperform other investments. In addition, 
securities may decline in value due to factors affecting a specific issuer, market or securities markets generally. 
 
Investment Risk. When you sell your Shares, they could be worth less than what you paid for them. Therefore, 
you may lose money by investing in the Fund. The Fund could lose money due to short-term market 
movements and over longer periods during market downturns. Securities may decline in value due to factors 
affecting securities markets generally or particular asset classes or industries represented in the markets. The 
value of a security may decline due to general market conditions, economic trends or events that are not 
specifically related to the issuer of the security, such as geopolitical events and environmental disasters. The 
value of a security may also decline due to factors that affect a particular industry or group of industries. 
During a general downturn in the securities markets, multiple asset classes may be negatively affected. 
Therefore, you may lose money by investing in the Fund. 
 
Value Style Risk. The Fund follows a value investment style. Risks that accompany this investment style 
include, among others, the risk that the value style may be out of favor for long periods of time, that the 
market will not recognize a security’s intrinsic value for a long time or at all, and that a stock judged to be 
undervalued may actually be appropriately priced or overvalued. Issuers of value stocks may have experienced 
adverse business developments or may be subject to special risks that have caused the stock to be out of 
favor. In addition, the Fund’s value investment style may go out of favor with investors, negatively affecting 
the Fund’s performance. If the Fund’s assessment of market conditions or a company’s value is inaccurate, the 
Fund could suffer losses or produce poor performance relative to other funds. 
 
Listed Private Equity Companies Risk. There are certain risks inherent in investing in listed private equity 
companies, which encompass financial institutions or vehicles whose principal business is to invest in and lend 
capital to or provide services to privately held companies. Generally, little public information exists for private 
and thinly traded companies, and there is a risk that investors may not be able to make a fully informed 
investment decision. The Fund is also subject to the underlying risks which affect the listed private equity 
companies in which the financial institutions or vehicles held by the Fund invest. Listed private equity 
companies are subject to various risks depending on their underlying investments, which include additional 
liquidity risk, industry risk, foreign security risk, currency risk, valuation risk and credit risk. Listed private 
equity companies may have relatively concentrated investment portfolios, consisting of a relatively small 
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number of holdings, which may be adversely impacted by the poor performance of a small number of 
investments. By investing in companies in the capital markets whose business is to lend money, there is a risk 
that the issuer may default on its payments or declare bankruptcy. 
 
Business Development Company (BDC) Risk. BDCs generally invest in less mature U.S. private companies or 
thinly traded U.S. public companies which involve greater risk than well-established publicly traded companies. 
While the BDCs in which the Fund invests are expected to generate income in the form of dividends, certain 
BDCs during certain periods of time may not generate such income. The Fund will indirectly bear its 
proportionate share of any management fees and other operating expenses incurred by the BDCs and of any 
performance-based or incentive fees payable by the BDCs in which it invests, in addition to the expenses paid 
by the Fund. A BDC’s incentive fee may be very high, vary from year to year and be payable even if the value of 
the BDC’s portfolio declines in a given time period. The use of leverage by BDCs magnifies gains and losses on 
amounts invested and increases the risks associated with investing in BDCs. A BDC may make investments with 
a larger amount of risk of volatility and loss of principal than other investment options and may also be highly 
speculative and aggressive. 
 
Closed-End Funds Risk. Shares of closed-end funds frequently trade at a price per share that is less than the 
NAV per share. There can be no assurance that the market discount on shares of any closed-end fund 
purchased by the Fund will ever decrease or that when the Fund seeks to sell shares of a closed-end fund it can 
receive the NAV of those shares. There are greater risks involved in investing in securities with limited market 
liquidity. To the extent a Fund invests in closed-end funds, it will indirectly bear its proportionate share of any 
fees and expenses payable directly by the closed-end fund and, therefore, the Fund would incur higher 
expenses, which may be duplicative. Closed-end funds may utilize more leverage than other types of 
investment companies. They can utilize leverage by issuing preferred stocks or debt securities to raise 
additional capital which can, in turn, be used to buy more securities and leverage its portfolio. 
 
Financial Services Concentration Risk. The Fund may be susceptible to adverse economic or regulatory 
occurrences affecting the financial services industry. Financial services companies are subject to extensive 
government regulation and, as a result, their profitability may be affected by new regulations or regulatory 
interpretations. Unstable interest rates can have a disproportionate effect on the financial services industry, 
and financial services companies whose securities the Fund may purchase may themselves have concentrated 
portfolios, which makes them vulnerable to economic conditions that affect that industry. Financial services 
companies have also been affected by increased competition, which could adversely affect the profitability or 
viability of such companies. 
 
Management Risk. The Fund is actively managed and may not meet its investment objective based on the 
Adviser’s or Sub-Adviser’s success or failure to implement investment strategies for the Fund. It is possible the 
investment techniques and risk analyses employed on behalf of the Fund will not produce the desired results. 
 
Large-Capitalization Companies Risk. Large-capitalization companies may trail the returns of the overall stock 
market. Large-capitalization stocks tend to go through cycles of doing better – or worse – than the stock 
market in general. These periods have, in the past, lasted for as long as several years. 
 
Small- and Mid-Capitalization Company Risk. Investing in securities of small- and mid-capitalization 
companies involves greater risk than customarily is associated with investing in larger, more established 
companies. These companies’ securities may be more volatile and less liquid than those of more established 
companies. Often small- and mid-capitalization companies and the industries in which they focus are still 
evolving and, as a result, they may be more sensitive to changing market conditions. 
 
Non-Diversification Risk. The Fund is non-diversified, meaning that it is permitted to invest a larger percentage 
of its assets in fewer issuers than diversified funds. Thus, the Fund may be more susceptible to adverse 
developments affecting any single issuer held in its portfolio and may be more susceptible to greater losses 
because of these developments. 
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An investment in the Fund involves risk, including possible loss of principal. Exchange-traded funds (ETFs) 
trade like stocks, are subject to investment risk, fluctuate in market value and may trade at prices above or 
below the ETF’s net asset value (NAV), and are not individually redeemable directly with the ETF. Brokerage 
commissions and ETF expenses will reduce returns. ETFs are subject to specific risks, depending on the nature 
of the underlying strategy of the Fund, which should be considered carefully when making investment 
decisions. For a complete description of the Fund's principal investment risks, please refer to the prospectus.  
 
Diversification and asset allocation strategies do not ensure a profit and cannot protect against losses in a 
declining market. 
 
This material has been distributed for informational purposes only and should not be considered as investment 
advice or a recommendation of any particular security, strategy or investment product. Information contained 
herein has been obtained from sources believed to be reliable, but not guaranteed. No part of this material 
may be reproduced in any form, or referred to in any other publication, without express written permission. 
References to other funds should not to be interpreted as an offer of these securities.  
 
THE OFFERING OF EACH FUND’S SHARES IS REGISTERED UNDER THE 1933 ACT. 
 
INFORMATION FOR NON-U.S. INVESTORS: 
 
THE PRODUCTS AND SERVICES DESCRIBED HERE ARE INTENDED TO BE MADE AVAILABLE ONLY TO PERSONS IN 
THE UNITED STATES OR AS OTHERWISE QUALIFIED AND PERMISSIBLE UNDER LOCAL LAW. THE INFORMATION 
HERE IS ONLY FOR SUCH PERSONS. NOTHING HERE SHALL BE CONSIDERED A SOLICITATION TO BUY OR AN 
OFFER TO SELL A SECURITY TO ANY PERSON IN ANY JURISDICTION WHERE SUCH OFFER, SOLICITATION, 
PURCHASE OR SALE WOULD BE UNLAWFUL UNDER THE SECURITIES LAWS OF SUCH JURISDICTION. 
 
The Fund is distributed by PINE Distributors LLC. The Fund’s investment adviser is Empowered Funds LLC, 
which is doing business as ETF Architect. White Wolf Capital Advisors, LLC serves as the Sub-adviser to the 
Fund. PINE Distributors LLC is not affiliated with ETF Architect or White Wolf Capital Advisors, LLC. ETFAC- 
5958505-09/26. 
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