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Abstract: This article examines the contemporary architecture of private debt and leveraged finance with a 
concentrated focus on pay-in-kind (PIK) instruments, unitranche solutions, and nonbank direct lending. Building 
from foundational theories of incomplete contracts and adverse selection, the study synthesizes legal, contractual, 
and market microstructure perspectives to explain why PIK instruments and unitranche debt have proliferated in 
sponsor-backed leveraged buyouts and direct lending markets. The manuscript reviews the mechanics of PIK notes, 
holdco PIK structures, unitranche bifurcation, covenant-lite features, and the role of reputation in financing 
outcomes. It situates these instruments within a risk-transfer framework considering bank skin-in-the-game, 
rollover risk, and market freezes. The article then articulates a structured methodology for analyzing the value 
tradeoffs inherent to flexible payment instruments and bundled debt solutions using descriptive comparative 
techniques, counterfactual reasoning, and quasi-experimental evidence synthesized from the literature. Descriptive 
results illuminate channels through which PIKs extend runway while potentially eroding long-term value, how 
unitranche structures reallocate amortization and default risk, and how nonbank direct lenders reshape covenant 
design and monitoring intensity. The discussion integrates theoretical implications for corporate governance, 
agency costs, and systemic risk, and offers a set of testable propositions for future empirical research. Limitations 
and avenues for extension are considered, including data constraints, endogeneity concerns, and regulatory 
evolutions. Overall, the paper argues that contemporary leveraged finance instruments reflect rational contract 
innovation responding to liquidity premia, investor heterogeneity, and shifting bank–nonbank intermediation, but 
they also create concentrated tail risks that warrant closer empirical scrutiny and prudent underwriting practice. 
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INTRODUCT
The architecture of leveraged finance has undergone 
significant innovation in the past two decades, driven 
by shifts in risk preferences, regulatory environments, 
and the expansion of nonbank credit intermediation. 
Instruments that were once niche—pay-in-kind (PIK) 
notes and unitranche loans—have become central 
features of sponsor-backed leveraged buyouts (LBOs) 
and direct lending portfolios, reshaping capital 
structures and contractual protections. This evolution 
raises foundational questions: why do sponsors and 
borrowers choose PIK and unitranche instruments? 
What economic forces explain the migration from 
bank-dominated term loans to diverse private debt 
solutions? And what are the implications for value 
creation, governance, and systemic risk? 

Answering these questions requires an integrative 
approach that links classical theories of financial 
contracting—especially adverse selection and 
incomplete contracts—with modern empirical 
observations about covenant design, lender 
specialization, and reputation dynamics (Aghion & 
Bolton, 1992; Damodaran, 2002; DeMarzo, Hart, & 
Cotton, 2021). This paper synthesizes cross-disciplinary 
insights from corporate finance, law, and market 
microstructure to produce a coherent account of how 
PIK financing, unitranche structuring, and direct 
lending innovations influence firm outcomes and 
investor incentives (Altman, Hotchkiss, & Wang, 2019; 
Colla, Ippolito, & Li, 2013; Chernenko, Erel, & Prilmeier, 
2022). 
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Policy relevance mounts as nonbank lenders increase 
their share of leveraged loans and private debt 
strategies expand into the broader credit landscape 
(Cliffwater, 2023; Block et al., 2024). Contemporary 
debates emphasize whether these instruments merely 
reflect efficient contract tailoring to heterogeneous 
borrower and lender needs or whether they introduce 
fragilities—concentrated holdings, opacity, and tail 
dependency—that may exacerbate rollover risk and 
market freezes (Acharya, Gale, & Yorulmazer, 2011). 
Moreover, the contractual flexibility of PIK 
amendments—allowing in-kind interest accrual instead 
of cash servicing—may simultaneously extend firm 
runway during distress and erode creditor protections, 
creating ambiguous welfare outcomes that empirical 
work must disentangle (Brittenham & Slinger, 2014; 
Federman, 2020; Shounik, 2025). 

The literature gap this article addresses is twofold. 
First, while there is rich descriptive work on PIK notes, 
unitranche loans, and direct lending, there is limited 
integrative theorization tying these instruments to 
formal contractual mechanisms (e.g., monitoring, 
covenant design, and reputational capital) and to 
systemic consequences such as rollover risk and market 
freezes. Second, empirical assessments often focus on 
price and yield implications, but a comprehensive, 
theory-informed interpretive framework is needed to 
generate precise testable hypotheses and to guide 
future data collection efforts (Demiroglu & James, 
2010; Billett et al., 2011). This paper therefore pursues 
three objectives: (1) to articulate a theoretical 
framework linking PIKs, unitranche, and direct lending 
to core contracting problems; (2) to present descriptive 
“results” synthesized from extant studies and market 
reports that illuminate primary economic channels; 
and (3) to draw implications for practitioners and 
researchers, proposing empirical strategies to evaluate 
tradeoffs and risks. 

METHODOLOGY 

This paper is conceptual and synthetic in nature; it 
draws upon and integrates findings from the reference 
corpus provided, applying descriptive comparative 
analysis, normative economic reasoning, and quasi-
experimental logic where prior empirical work allows 
inferences. The methodological approach proceeds in 
five stages. 

First, conceptual mapping: instruments and market 
participants are precisely defined to avoid 
terminological slippage. Pay-in-kind notes are 
characterized by deferred cash interest converted into 
additional principal or equity-linked claims; unitranche 

loans are defined as integrated senior-and-
subordinated structures with blended pricing and 
single documentation; direct lending refers to nonbank 
credit extended by private debt funds, institutional 
investors, and specialty lenders outside the traditional 
syndicated bank market (Brittenham & Slinger, 2014; 
Cliffwater, 2023; Colla et al., 2013). 

Second, theoretical anchoring: the analysis situates 
instrument features within canonical contractual 
frameworks. Adverse selection models explain 
incidence of flexible payment features when borrower 
types are private information, while incomplete 
contracts and renegotiation theory account for how PIK 
amendments and holdco PIK devices evolve in 
bargaining and restructuring episodes (Aghion & 
Bolton, 1992; Dalkır, 2019; Damodaran, 2002). 

Third, cross-study synthesis: the paper synthesizes 
empirical observations from diverse sources—
academic studies, law firm analyses, market reports, 
and empirical journal articles—linking claims with 
citations and highlighting areas of consistent evidence 
versus contested interpretation (Demiroglu & James, 
2010; Chernenko et al., 2022; Block et al., 2024). 

Fourth, counterfactual reasoning and quasi-
experimental thought experiments: to approximate 
causal mechanisms where direct causal tests are 
lacking, the paper constructs counterfactual scenarios 
(e.g., what happens to default probabilities and control 
rights when PIK accruals substitute cash interest during 
a negative cashflow shock) grounded in structural 
intuitions and empirical regularities (Damodaran, 2002; 
Shounik, 2025). 

Fifth, proposition generation: based on the synthesis, 
the paper formulates precise propositions and 
empirical designs that can be used by later researchers 
to test tradeoffs using differences-in-differences, 
matching, or hazard models. These propositions derive 
logically from the contract theory foundations and the 
observed empirical patterns (DeMarzo et al., 2021; 
Aalen, 1978). 

Throughout, the methodology privileges internal 
consistency and explicit citation for each major claim. It 
avoids formal mathematical modelling or tables, 
providing instead richly detailed textual exposition that 
explains mechanics, comparative statics, and policy 
relevance. 

RESULTS 

Because the paper synthesizes extant literature and 
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market reports rather than presenting new primary 
data, the “Results” section reports distilled findings 
from the reference corpus—presented as descriptive 
analyses that identify robust patterns, plausible causal 
channels, and quantifications reported in the literature. 

1. PIK Instruments Extend Runway but Risk Value 
Erosion 

Multiple sources converge on the finding that PIK 
instruments function as financial oxygen: they allow 
sponsors and borrowers to conserve cash in periods of 
constrained liquidity or when near-term operational 
improvements are anticipated, by capitalizing interest 
into the principal or payable in equity — effectively 
deferring cash servicing (Brittenham & Slinger, 2014; 
Federman, 2020). Legal analyses demonstrate how 
holdco PIKs have been used to stretch leverage beyond 
what traditional bank lenders would accept, 
particularly in sponsor-backed LBOs that seek to 
maintain covenant headroom or postpone 
deleveraging (Federman, 2020; Brittenham & Slinger, 
2014). 

At the same time, theoretical and empirical evidence 
highlight that PIK accrual creates accumulation of 
claims that increase future default risk or equity 
dilution, potentially eroding long-term value. If PIK 
accrual compounds and becomes due at maturity, the 
enlarged debt burden can induce inefficient liquidation 
or force distress renegotiation where junior creditors 
or equity holders face greater dilution (Altman et al., 
2019; Dalkır, 2019). Shounik (2025) provides quasi-
experimental evidence suggesting that PIK 
amendments can extend runway temporarily but 
correlate with adverse capital structure outcomes 
later, consistent with theoretical predictions about 
dynamic moral hazard. 

2. Unitranche Debt Simplifies Documentation 
while Reallocating Risk 

Unitranche solutions bundle differing seniority 
tranches (senior term loan and subordinated debt) into 
a single contractual documentation and pricing 
mechanism, often accompanied by an intercreditor 
agreement or “first-out/last-out” waterfall among 
institutional investors. Practically, unitranche loans 
reduce the frictions of multiple lender groups 
negotiating separate covenants and documentation, 
and they appeal to private lenders offering flexible 
structures to sponsor clients (Cliffwater, 2023; Colla et 
al., 2013). 

However, this simplification reallocates risk rather than 

eliminates it: blended pricing disguises the underlying 
senior-subordinated risk premium, and the internal 
subordination mechanics concentrate recovery risk 
among last-out investors. Empirical work on debt 
specialization indicates that lenders who specialize in 
particular risk profiles design contracts that optimize 
monitoring and recovery—unitranche arrangements 
instead require internal governance solutions that are 
less standardized and may create opacity about 
ultimate loss allocation (Colla et al., 2013; Block et al., 
2024). 

3. Nonbank Direct Lending Alters Covenant 
Intensity and Monitoring 

The expansion of nonbank direct lending has reduced 
the market share of traditional banks in leveraged 
loans, with consequences for covenant design and 
monitoring intensity. Studies show that nonbank 
lenders often accept covenant-light features and rely 
on pricing and custom documentation for protection, 
in part because of different funding models and risk 
appetite among institutional investors (Chernenko et 
al., 2022; Cliffwater, 2023). Bank skin-in-the-game—
where banks retain equity or subordinated tranches—
has historically linked creditor monitoring with 
downside exposure, but private debt funds may adopt 
alternative governance incentives that are less 
effective in monitoring, especially when funds are 
capacity constrained or have limited control through 
equity stakes (Billett et al., 2011; Block et al., 2024). 

4. Reputation and Sponsor Quality Matter for 
Financing Terms 

Private equity sponsor reputation is an important 
determinant of financing availability and pricing in 
LBOs. Reputable sponsors can access more favorable 
debt terms, including higher initial leverage and more 
flexible repayment features, because lenders rely on 
sponsor monitoring, information channels, and track 
records to mitigate adverse selection (Demiroglu & 
James, 2010). This pattern interacts with PIK and 
unitranche adoption: sponsors with strong reputations 
can negotiate PIK features that less reputable sponsors 
cannot, altering competitive dynamics in buyout 
markets (Demiroglu & James, 2010; DeMarzo et al., 
2021). 

5. Market Freeze and Rollover Risk are Amplified 
by Concentrated Holdings 

Rollover risk and systemic freezes are particularly 
salient when credit is concentrated among specialized 
nonbank funds that may face correlated liquidity 
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shocks. The literature on rollover risk shows that 
market freeze is a function of coordination and 
common information shocks; when creditors face 
uncertainty about other lenders’ willingness to 
refinance, equilibrium outcomes can involve runs or 
abrupt freezes (Acharya et al., 2011). As private debt 
funds hold longer-dated, less tradable exposures, 
liquidity mismatch risks increase, and the localized 
nature of private debt markets can exacerbate frailty 
when a synchronized withdrawal or mark-to-market 
shock occurs (Chernenko et al., 2022; Cliffwater, 2023). 

6. Contract Innovation Reflects Rational 
Responses to Investor Heterogeneity and Regulation 

Across these dimensions, innovation in leveraged 
finance—PIK structuring, unitranche consolidation, 
covenant relaxation—reflects rational responses to 
heterogeneous investor preferences for yield versus 
control, regulatory constraints on banks, and the 
search for illiquidity premia by institutional investors. 
Private debt funds’ appetite for higher yields supports 
structures that increase potential returns but 
concentrate downside (Cliffwater, 2023; Block et al., 
2024). This is consistent with economic models of debt 
specialization and tailored contracting where different 
lenders provide distinct bundles of liquidity, 
enforcement capacity, and pricing (Colla et al., 2013; 
Billett et al., 2011). 

DISCUSSION 

The preceding descriptive findings invite a set of 
deeper theoretical interpretations and policy 
considerations about how modern leveraged finance 
instruments shape firm incentives, investor welfare, 
and systemic stability. This discussion integrates 
contract theory, empirical regularities, and pragmatic 
underwriting concerns. 

1. Tradeoffs in Flexibility: Runway Extension vs. Long-
Term Creditor Protection 

PIK devices exemplify a fundamental tradeoff in 
financial contracting: flexibility today may create 
contingent liabilities tomorrow. From the firm and 
sponsor perspective, PIKs have an attractive option 
value: they permit management to prioritize 
reinvestment, operational turnarounds, or strategic 
repositioning without immediate cash strain 
(Brittenham & Slinger, 2014; Federman, 2020). The 
option-value lens suggests that when managers have 
positive net present value (NPV) projects but face 
short-term cash constraints, deferring interest via PIK 
can raise enterprise value by avoiding forced asset sales 

or operational contraction (Damodaran, 2002). 

From lenders’ perspective, however, the conversion of 
cash interest into principal amplifies downside 
exposure. If lenders cannot credibly commit to ex post 
renegotiation terms, or if monitoring is weakened, the 
accumulation of PIK-capitalized claims increases 
insolvency probabilities and subverts contractual 
priority structures. The incomplete contracts literature 
predicts that in such settings, parties will design 
contingent rights and covenants to mitigate ex post 
inefficiencies, but when renegotiation costs are high or 
information asymmetries persist, these mechanisms 
may be insufficient (Aghion & Bolton, 1992; Dalkır, 
2019). 

2. Unitranche as a Coordination Arbitrage and the 
Opacity Problem 

Unitranche loans serve as a coordination arbitrage: 
they circumvent the frictions of syndicated deals with 
multiple creditor classes by offering a single point of 
negotiation and execution. This is valuable in 
transactions where speed and certainty of close are 
paramount, and where the sponsor values a 
predictable covenant set (Cliffwater, 2023; DeMarzo et 
al., 2021). Yet unitranche arrangements create an 
opacity problem: the market cannot easily observe the 
distribution of recoveries between first-out and last-
out creditors, and the bundled nature of pricing 
weakens price signals about seniority risk. The debt 
specialization literature posits that such opacity 
reduces the ability of investors to sort efficiently into 
contracts that match their monitoring and tolerance 
profile, increasing the risk of mispriced exposures (Colla 
et al., 2013). 

3. Nonbank Intermediation and the Evolution of 
Covenant Design 

As nonbank lenders increase their market share, 
covenant design has shifted toward greater flexibility. 
There are plausible reasons: nonbank funds may prefer 
to rely on sponsor monitoring and pricing rather than 
prescriptive covenants that require active intervention, 
and their investor base may prize yield over active 
governance (Chernenko et al., 2022; Block et al., 2024). 
However, this shift raises concerns about ex post 
renegotiation dynamics. Covenant-lite loans reduce 
early warning signals and the contractual levers that 
lenders historically used to restrain agency costs of 
leverage. Without covenants, lenders must rely on 
repricing, collateral, contractual triggers tied to 
financial metrics, or sponsor reputation to protect 
downside, stressing the importance of lender 
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specialization and skin-in-the-game (Billett et al., 2011; 
Demiroglu & James, 2010). 

4. Reputation as a Substitute for Formal Control 

Sponsor reputation emerges as a crucial governance 
substitute in environments where formal covenants 
are weaker. Sponsors with demonstrable track records 
can command more flexible terms, and lenders accept 
this in anticipation of the sponsor’s ability to deploy 
governance resources and align incentives in post-
closing monitoring (Demiroglu & James, 2010). Yet 
reputation is not ironclad: it may not reliably protect 
lenders in severe systemic shocks where even 
seasoned sponsors lack the capacity to summon 
additional liquidity. Thus, reputation complements but 
does not replace robust contractual protections in 
adverse macroeconomic scenarios (DeMarzo et al., 
2021). 

5.Systemic Risk: Liquidity Mismatch and Concentrated 
Exposures 

From a systemic vantage, the uneven liquidity profile of 
private debt funds, long lockups, and concentrated 
exposures to specific sponsor strategies can create 
channels of contagion. Rollover risk arises when 
refinancing windows close and concentrated creditors 
are unwilling or unable to extend financing; the 
literature on market freezes models such coordination 
failure and highlights the role of common knowledge 
and information externalities in driving runs (Acharya 
et al., 2011). In practical terms, regulators and market 
participants need to monitor concentration risks, the 
extent of holdco PIK leverage, and the interconnections 
between direct lenders and broader credit markets 
(Cliffwater, 2023; Chernenko et al., 2022). 

6. Policy and Underwriting Implications 

For practitioners, the implications are both prescriptive 
and diagnostic. Underwriting standards must 
incorporate scenario analyses that account for 
compounded PIK accruals, unitranche waterfall stress 
testing, and counterparty concentration. Lenders 
should design covenants and intercreditor provisions 
that preserve essential enforcement tools while 
allowing flexibility for genuine turnaround scenarios 
(Altman et al., 2019; Federman, 2020). For 
policymakers, transparency about private debt 
holdings and stress scenarios may reduce coordination 
failures by improving market participants’ common 
knowledge about exposures and capacity to absorb 
shocks (Block et al., 2024). 

LIMITATIONS 

This paper’s conceptual synthesis has several 
limitations that future empirical research must 
address. First, the analysis depends on published 
studies, market reports, and legal commentaries that 
may differ in sample scope, methodologies, and market 
windows, creating heterogeneity in the evidence base 
(Cliffwater, 2023; Brittenham & Slinger, 2014). Second, 
quasi-experimental inferences—such as those 
concerning PIK amendments’ causal effects on capital 
structure—require rigorous identification strategies 
that control for endogeneity and selection bias; the 
existing literature contains valuable signals but not 
definitive causal estimates in all cases (Shounik, 2025; 
Damodaran, 2002). Third, data on private debt 
holdings, intercreditor agreements, and internal 
waterfall allocations are often proprietary and not 
publicly disclosed, constraining empirical tests and 
replication (Block et al., 2024; Chernenko et al., 2022). 

Methodologically, the paper eschews formal 
mathematical modelling and econometric estimation 
in favor of detailed exposition and proposition 
generation. While this approach illuminates 
mechanisms and outlines empirical paths, it cannot 
substitute for field tests using granular loan-level data, 
sponsor characteristics, and macroeconomic shocks. 
Finally, the regulatory environment is dynamic; policy 
shifts and market cycles can rapidly alter the 
attractiveness of PIK versus cash servicing, 
complicating cross-period comparisons (Altman et al., 
2019; Cliffwater, 2023). 

Future Scope 

Future research should pursue several complementary 
directions. Empirically, researchers should construct 
datasets of LBO transactions that identify financing 
instruments (PIK, unitranche, mezzanine), covenant 
features, sponsor reputation metrics, and subsequent 
firm performance. Such datasets, combined with quasi-
experimental designs (e.g., exploiting variation in 
funding market tightness or regulatory shocks), could 
estimate causal impacts of PIK adoption on default, 
valuation, and governance outcomes (Demiroglu & 
James, 2010; Shounik, 2025). 

Theoretically, formal models that integrate adverse 
selection, renegotiation costs, and multi-lender 
coordination may yield sharper predictions about when 
PIKs increase versus decrease welfare. Models that 
explicitly incorporate heterogeneous lender liquidity 
and fund investment horizons can clarify how 
concentrated private debt holdings amplify rollover risk 
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(Aghion & Bolton, 1992; Acharya et al., 2011). 

Policy experiments might explore enhanced disclosure 
regimes for private debt funds and standardized 
reporting of key exposures (e.g., holdco PIK levels, first-
out/last-out allocations), which could mitigate 
information asymmetries and reduce the probability of 
coordination failures. Finally, research into 
underwriting technologies—such as cov-trigger clauses 
that automatically convert PIK to equity under specified 
conditions—could offer practical contract innovations 
that balance flexibility and creditor protection 
(Federman, 2020). 

CONCLUSION 

The emergence of PIK financing, unitranche loans, and 
expanded nonbank direct lending represents a 
significant evolution in leveraged finance. These 
instruments reflect rational contract innovation 
tailored to heterogeneous borrower needs and 
investor demands for illiquidity premia. Yet—they also 
concentrate contingent liabilities, introduce opacity in 
seniority and recovery allocation, and can amplify 
systemic rollover risk when widely adopted by 
concentrated creditor groups. Integrating incomplete 
contracts, adverse selection, and debt specialization 
theories with empirical observations yields an 
interpretive framework that explains both the appeal 
and the peril of contemporary leveraged finance 
instruments. 

For practitioners, the takeaway is a call for disciplined 
underwriting: incorporate scenario analyses for 
compounded PIK accruals, demand transparent 
intercreditor mechanics for unitranche allocations, and 
calibrate covenant design to sponsor reputation and 
the presence of bank skin-in-the-game. For 
researchers, the article outlines rigorous paths to 
causal identification and data collection that can assess 
welfare impacts of these contract innovations. For 
policymakers, monitoring concentrated private debt 
exposures and improving transparency can reduce the 
chance of coordination failures that lead to market 
freezes. 

In sum, innovation in leveraged finance will continue; 
the challenge is to balance the benefits of contractual 
flexibility with robust protections that preserve long-
term value and systemic stability (Altman et al., 2019; 
Colla et al., 2013; Acharya et al., 2011). 

REFERENCES 

1. Altman, E. I., Hotchkiss, E., & Wang, W. (2019) 

Corporate Financial Distress, Restructuring, and 
Bankruptcy: Analyze Leveraged Finance, Distressed 
Debt, and Bankruptcy. Wiley, Fourth Edition. 

2. Aalen, O. (1978) Nonparametric inference for a 
family of counting processes. Annals of Statistics, 
volume 6, p. 701-726. 

3. Acharya, V. V., Gale, D., & Yorulmazer, T. (2011) 
Rollover risk and market freezes. Journal of 
Finance, volume 66, issue 4, p. 1177-1209. 

4. Aghion, P., & Bolton, P. (1992) An incomplete 
contracts approach to financial contracting. Review 
of Economic Studies, volume 59, p. 473-494. 

5. Billett, M. T., Elkamhi, R., Popov, L., & Pungaliya, R. 
(2011) Bank skin in the game and loan contract 
design: Evidence from covenant-lite loans. Journal 
of Financial and Quantitative Analysis, volume 51, 
p. 839-873. 

6. Block, J., Jang, Y. S., Kaplan, S. N., & Schulze, A. 
(2024) A survey of private debt funds. The Review 
of Corporate Finance Studies, volume 13, issue 2, p. 
335-383. 

7. Brittenham, D., & Slinger, S. (2014) Everything Old 
Is New Again: PIK Notes. Debevoise & Plimpton LLP. 
The Private Equity Report, Winter 2014, Vol. 14, 
Number 1. 

8. Cliffwater LLC [Cliffwater] (2023) 2023 Q1 Report 
on U.S. Direct Lending. 

9. Colla, P., Ippolito, F., & Li, K. (2013) Debt 
specialization. The Journal of Finance, volume 68, 
issue 5, p. 2117-2141. 

10. Damodaran, A. (2002) Dealing with Distress in 
Valuation. Working Paper. Stern School of 
Business, New York. 

11. Dalkır, E. (2019) Adverse selection and pay-in-kind 
debt contracts. University of New Brunswick. 

12. DeMarzo, P. M., Hart, J., & Cotton, R. (2021) 
Introduction to Leveraged Buyouts Note. Board of 
Trustees of the Leland Stanford Junior University. 
Stanford Graduate School of Business. Case: F-302. 

13. Demiroglu, C., & James, C. M. (2010) The role of 
private equity group reputation in LBO financing. 
Journal of Financial Economics, vol. 96, issue 2, p. 
306-330. 



American Journal of Applied Science and Technology 7 https://theusajournals.com/index.php/ajast 

American Journal of Applied Science and Technology (ISSN: 2771-2745) 
 

 

14. Federman, L. (2020) Stretching Leverage: Holdco 
PIK Financing Instruments. Jones Day. 
https://www.jonesday.com/en/insights/2020/01/
stretching-leverage. Accessed 9 Jul 2023. 

15. Shounik, S. (2025) Runway extension or value 
erosion? A difference-in-differences study of PIK 
amendments and capital-structure outcomes in 
U.S. sponsor-backed LBOs (2020–2025). 
International Journal of Applied Mathematics, 
38(10s), 1617-1634. 

16. Chernenko, S., Erel, I., & Prilmeier, R. (2022) Why 
do firms borrow directly from nonbanks? Review of 
Financial Studies, volume 35, p. 4902-4947.  


