
 

European direct lending market maturing, funds explore 
new geographies as UK M&A slows – conference coverage 

26 April 2018  

More competition for deals and squeezing on pricing are symptoms of a 
feverish market but they are also a feature of a maturing direct lending 
space, said participants at  Fried Frank and PwC’s roundtable event on the 
future of alternative lending. While the direct lending market has boomed 
through its early years, tougher conditions for debt funds now show a 
levelling of the market, not a marked decline, they noted. 

“I think part of the issue is 2010-2011 deals were amazing and this was in the 
1st generation of a lot of funds. But that wasn’t the standard,” said Kirsten 
Bode of Muzinich & Co. 

Direct lenders need to broaden their reach beyond the private equity space 
of financing leveraged buyouts and try expand what is the remit of the direct 
lending market, the speakers said. 

“The direct lending market is broadening and so the opportunity set for 
funds is widening because funds are now able to offer a more diverse 
product suite,” said April Gagnon from Barings. 

“There are opportunities to finance private companies or underwrite private 
bonds,” said Natalia Tsitoura from Alcentra. 

Opportunity overseas 

Necessity is driving some funds to explore new geographic opportunities. 
The UK M&A market is losing some of its shine so other European markets 
are drawing funds’ attention. 

“Overall M&A activity seems to be coming down slightly in the UK – although 
refinancing and recaps are still strong. There is a clear increase in 
opportunities in the Netherlands, Germany, France and even Italy - we are 
also seeing Spanish opportunities. But opportunities to deploy capital in UK 
deals remain – especially with an international focus,” said Claire Harwood 
from Permira Debt Managers. 

 

 



 

Different European countries present their own challenges and 
opportunities, for funds. The aggressive bank presence in Germany and Italy 
provide some hurdles for funds competing in those markets. However, low 
bank pricing in highly competitive markets requires funds to prove their 
flexibility credentials. 

“I think if you can solve a problem or a specific need for the borrower that 
makes the difference, shows value. We are meant to be relationship lenders, 
and key is listening to the business. This also allows us not to have to 
compete on pricing,” said Olya Klueppel of Global Growth Capital. 

“If you can offer flexibility, pricing will hold. If a PE sponsor has exclusivity 
there’s a window and that speed of execution and deliverability can be worth 
more than a price-cut,” said Harwood. 

Some funds have tried to go toe to toe with banks, matching pricing with 
senior loans. 

“We’ve seen more funds offering senior debt with senior pricing, however 
the ticket sizes are quite limited,” said Sofia Butt from PwC. 

A matter of integration 

A further sign of a maturing market is the greater numbers of people 
working in the industry, particularly more women – a big discussion point at 
a roundtable solely attended by women. The financial services industry has a 
larger pay gap than the national average as shown by the UK government’s 
recent provision for companies to provide details of their gender pay gap. 
Participants of the roundtable highlighted how important it was for women 
to be supported through the ranks to senior roles in order to address this. 
The other side of the coin being men in the industry should be supported to 
make more family oriented decisions. 

“Integration is a challenge for both genders but in different forms. Women 
remain a minority in the boardroom but of equal importance is the need for 
it to become more socially acceptable for men to take paternity leave and be 
able to integrate in the playground plus take a larger role in family life should 
they so wish,” said Harwood. 

 

 

 



 

Room for more 

A further suggestion at the roundtable was for a female-led debt fund to be 
raised, given the success of this style of fund management in the venture 
capital industry. Fundraising should not prove an issue with the maturing 
European market leaving space for further investment and remaining an 
attractive asset class. 

“There are large direct lending funds being raised but Europe is still years 
behind the US in terms of its development. Compared to the US, Europe is 
not a crowded market and offers good relative value so there are still good 
opportunities for investors in the space,” said Tsitoura. 

“The mind set of LPs remains that this is an extremely good opportunity for 
investing. No one originally expected these funds to still be here for long 
post-crisis when the banks returned to the market. Increasingly mature 
strategies and, in some parts of the market, a change and move away from 
the private equity style of funds towards yield based models means there is 
more space for more funds,” said Kate Downey from Fried Frank. 

The roundtable was attended by representatives 
from Alcentra, Barings, Deutsche Bank, Global Growth Capital, Muzinich & 
Co and Permira Debt Managers, and hosted by Fried Frank and PwC. 
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