




























































D
irect Lending fundraising

Alternative Lenders Date Size (m) w/o leverage Investment Strategy Geography

Muzinich Italian Private Debt Fund Q4 16 € 268 Senior and Junior Europe 
Muzinich UK Private Debt Fund Q4 15 € 250 Senior and Junior Europe 

Northleaf
Northleaf Private Credit Q1 14 $1,400 Senior and Junior Global 

Oquendo Capital
Oquendo III Q4 17 €200 Junior Europe
Oquendo II Q3 14 €157 Junior Europe

Park Square Capital
Park Square Capital Partners IV SCSp Q4 18 €502 Senior Europe
Park Square Capital Partners III LP Q1 16 €1,185 Junior Europe

Pemberton
Pemberton European Strategic Credit Opportunities Fund Q1 19 €942 Senior and Junior Europe
Pemberton European Mid-Market Debt Fund II Q1 19 €2,740 Senior Europe
European Mid-Market Debt Fund Q4 16 €1,140 Senior Europe

Permira
Permira Credit Solutions III Q2 17 €1,700 Senior and Junior Europe 
Permira Credit Solutions II Q3 15 €800 Senior and Junior Europe 

Pricoa
Pricoa Capital Partners V Q1 17 €1,692 Junior Global 

Proventus
Proventus Capital Partners III Q4 14 €1,300 Senior and Junior Europe 
Proventus Capital Partners II/IIB Q2 11 €835 Senior and Junior Europe 
Proventus Capital Partners I Q3 09 €216 Senior and Junior Europe 

Rothschild/Five Arrows 
Five Arrows Direct Lending Q1 18 €655 Senior & Junior Europe 
Five Arrows Credit Solutions Q2 14 €415 Junior Europe 

Siparex
Siparex Q4 16 €100 Junior Europe

Skandinaviska Kreditfonden AB
Scandinavian Credit Fund I AB Q2 19 €350 Senior Europe 

Tavis Capital 
Swiss SME Credit Fund I Q1 17 CHF137 Junior Europe 

Tikehau 
Fund 10 Q1 19 €2,200 Senior and Junior Europe
Fund 9 Q1 18 €212 Senior Europe
Fund 8 Q4 17 €205 Senior and Junior Europe
Fund 7 Q2 17 €615 Senior Europe
Fund 6 Q3 16 €610 Senior and Junior Europe
Fund 5 Q3 15 €290 Senior and Junior Europe 
Fund 4 Q3 15 €19 Senior and Junior Europe 
Fund 3 Q3 14 €230 Senior Europe 
Fund 2 Q4 13 €134 Senior and Junior Europe 
Fund 1 Q4 13 €355 Senior  Europe 
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Insights into the European Alternative Lending m
arket
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Scarcity of Financial Solutions

Scarcity of Financial Solutions

Growth capital

Structured
Equity

Holdco PIK

Mezzanine

‘Story credit’ unitranche

Unitranche

Traditional senior debt

Mid-cap private placements

€200m

Note: Distressed strategies are excluded from this overview

Margin

Debt size

We have identifi ed seven distinctive private debt 
strategies in the mid-market Direct Lending landscape:

1 Mid-cap Private Placements

2 Traditional senior debt

3 Unitranche

4 ’Story credit’ unitranche

5 Subordinated (mezzanine/PIK)

6 Growth capital

7 Structured equity

There is a limited number of Alternative Lenders 
operating in the L+450bps to L+600bps pricing 
territory.

A number of large funds are now actively raising
capital to target this part of the market.

Direct Lenders approach the mid-market with either 
a niche strategy (mainly new entrants) or a broad
suite of Direct Lending products to cater for a range
of fi nancing needs.

The latter is mostly the approach of large asset 
managers.

What are the private debt strategies?
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What debt structures are available in
the market?

Weighted Average Cost of Debt (WACD) – based on mid-point average range

Pros and Cons per structure

L + 50-350bps L + 450bps L + 575bps L + 700bps L + 700bps L + 815bps

Unlevered Leveraged Bifurcated
Unitranche

Unitranche
& Holdco PIK

Senior debt (Bank)

HoldcoPIK

Unitranche (Fund)

Equity

Stretched
Senior

Unitranche

Structures

EV/EBITDA

 Lowest pricing
 Relationship
 bank

• Low leverage
• Shorter tenor 
 (3-5 years)

 Increased 
 leverage
 Club of 
 relationship
 banks

• More restrictive
 terms
• Partly amortising

 Increased 
 leverage
 Bullet debt
 Lower Equity 
 contribution

• More restrictive 
 terms than 
 Unitranche
• Higher pricing 
 than bank debt
• Need for RCF 
 lender

 Stretched 
 leverage 
 Flexible 
 covenants
 One-stop shop 
 solution
 Speed of 
 execution
 Relationship 
 lender

• Higher pricing

 Stretched 
 leverage 
 Flexible 
 covenants
 Greater role 
 for bank
 Reach more
 liquid part of 
 the unitranche 
 market

• Higher pricing
• Intercreditor/AAL

 Stretched 
 leverage 
 Flexible 
 covenants
 Lower equity 
 contribution
 No Intercreditor

• Higher pricing

Note: the structures 
and pricing presented 
are indicative and only 
for illustrative purposes

Up to 2x
Senior debt

L + 50-350bps

4x Senior
debt

L + 400-500bps

4.5x Senior
debt

L + 550-600bps

5x Unitranche
L + 650-750bps

4x Second lien
L + 700-900bps

2x Holdco
PIK

1000-1200bps

5x Unitranche
L + 650-750bps

1x Senior debt
L + 250-350bps0x

1x

2x

3x

4x

5x

6x

7x

8x

9x

10x
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Insights into the European Alternative Lending m
arket

Background

•• Traditionally private companies 
without access to further shareholder 
funding lacked the ability to make 
transformational acquisitions.

•• Bank lenders are typically not able 
to fund junior debt/quasi equity risk 
and would require a sizable equity 
contribution from the shareholders to 
fund acquisitions.

•• Cost savings, revenues synergies and 
ability to purchase bolt on acquisitions 
at lower EBITDA multiples makes a buy 
and build strategy highly accretive for 
shareholder’s equity.

Opportunity

•• Alternative Lenders are actively looking 
to form longer term partnerships with 
performing private companies to fund 
expansion.

•• Recent market transactions have been 
structured on Debt/EBITDA multiples 
as high as 4.5-5.0x including identifiable 
hard synergies. Typically, this is subject 
to c.30 – 40% implied equity in the 
structure, based on conservative 
enterprise valuations.

•• A number of Alternative Lenders are able 
to fund across the capital structure from 
senior debt through minority equity.

Key advantages
Key advantages of using Alternative Lenders 
to fund a buy and build strategy may include:

•• Accelerate the growth of the company and 
exponentially grow the shareholder value in 
a shorter time period.

•• No separate equity raising required as 
Alternative Lenders can act as a one stop 
solution providing debt and minority 
equity.

•• Significant capital that Alternative Lenders 
can lend to a single company (€150-300m) 
making Alternative Lenders ideal for long 
term partnership relationships and follow 
on capital for multiple acquisitions.

Sponsor backed versus private Direct Lending deals
As % of total deals per quarter

More sponsor‑less companies are turning 
to Direct Lenders to finance growth

Sponsor (%) Sponsor-less
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Indicative calculations
•• The calculations on this page illustrate the theoretical effect of value creation through acquisitions financed using Alternative Lenders.

•• In this example equity value grows from £100m to £252m in 4 years time. Without the acquisition, the equity value would have been only 
£177m, using the same assumptions and disregarding any value creation as a result of multiple arbitrage.

Assumptions
•• Both business 
generate £10m 
EBITDA with 
£2m potential 
synergies

•• No debt currently 
in the business

•• Cost of debt is 8% 
with 5% penny 
warrants on top

•• 10% EBITDA 
growth pa; 75% 
Cash conversion; 
20% Corporate 
tax rate

•• No transaction 
costs

Unlocking transformational acquisitions for 
privately owned companies

50

100

150

200

250

300

350

EV
 (€

 M
ill

io
n)

Target EV Unitranche Equity Warrants Synergies

€10m

EBITDA

+ =

Step 1 – Acquisition Step 3 – Value after 4 years Result
Step 2 –
Funding

€10m €22m

Buyer Combined Post
deal cap
structure 

Value
creation
due to

synergies

€22m €32m €15m

Cap structure
after 4 years
with
acquisition

Cap structure
after 4 years
without 
acquisition

€75m of additional 
value creation
for equity holders 
as a result 
of the acquisition

100

252

Outstanding 
debt (€55m) & 
warrants (€13m) 
after 4 years

177*

Target

100

55

13

Value creation through M&A
Indicative calculations

2020

Equity
funding

100

200

Debt
funding

100 Equity
value

growth

*EV is c.€147m and with c.€30m cash on balance sheet brings the equity value to c.€177m.

0
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Sector

Growth 
Cyclicality
Seasonality
Scarcity of product  
Changing regulatory
environment

    

     

    

    

    

Stable
Low
Low
High value-add
Low

Volatile 
High  
High  

       Commodity  
High

Market position & Clients

Market share 
Competitors
Barriers to entry
Customer concentration
Supplier concentration

    

     

    

    

    

High  
Few 
Many
Low
Low

Low
Many

Few 
       High

High

Stable performance 
Cash generation
Leverage 
Asset coverage 

    

    

   

   

Stable  
High
Low
High

Volatile
Low  
High 

       Low

Financial Performance

Management quality 
Corporate Governance
Shareholder commitment  
Jurisdiction 

   

   

   

   

High  
Strong
High
Easy

Low
Weak  

Low 
       Difficult

Management, Shareholders & Jurisdiction

Complex

Complex

High
quality
credit

How complex is your credit?
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Disclaimer
This material has been prepared by the Private Fund Group of the International Wealth Management division of Credit Suisse (“Credit Suisse”). It is not investment 
research or a research recommendation for regulatory purposes as it does not constitute substantive research or analysis. This material is provided for informational 
and illustrative purposes and is intended for your use only. It does not constitute an invitation or offer to the public to subscribe for or purchase any of the products or 
services mentioned. The information contained in this document has been provided as a general market commentary only and does not constitute any form of regulated 
financial advice, legal, tax or other regulated financial service. It is intended only to provide observations and views of the said individual Credit Suisse personnel (to the 
exclusion of any other Credit Suisse personnel or the proprietary positions of Credit Suisse) as of the date of writing without regard to the date on which the reader may 
receive or access the information. Information and opinions presented in this material have been obtained or derived from external sources believed by Credit Suisse to 
be reliable, but Credit Suisse makes no representation as to their accuracy or completeness. Credit Suisse accepts no liability for loss arising from the use of this material. 
It should be noted that historical returns and financial market scenarios are no guarantee of future performance. Credit Suisse provides no guarantee with regard to the 
content and completeness of the information and does not accept any liability for losses that might arise from making use of the information.

This material is not directed at, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any jurisdiction where such 
distribution, publication, availability or use would be contrary to applicable law or regulation or which would subject Credit Suisse and/or its subsidiaries or affiliates to 
any registration or licensing requirement within such jurisdiction. Materials have been furnished to the recipient solely for inclusion in the Deloitte Alternative Lender Deal 
Tracker by the Private Fund Group of the International Wealth Management division of Credit Suisse.
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