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The fund finance markets have maintained their active pace into March without any signs of letup the last two weeks.
Below are some of our recent market observations as well as some of my forecasts for the year ahead.

Transaction Volume. We completed our annual 2020 data project and analysis this week (if you are interested in the
presentation, let us know). Among several areas where the data diverged from my expectations was our December
activity levels: Even with the holiday break, December was our second busiest month of 2020, trailing only the tsunami
that was March. Yet despite all the deals that closed in December (and it was a record month), our January and
February activity levels have really held serve; our accruals have only moderated slightly off the December highs.
Thus, our year-to-date activity levels exceed the corresponding period in 2020, and our deal sheet is running longer
than last year at this time. It has been suggested that the market has felt disruption in the last two weeks, but our data
suggests otherwise. We have not seen any impact on new deal flow or prospective matter accruals. Our number of
new matters opened in the last week exceeds both our trailing 12- and 3-month averages. Our forward indicators,
prospective hours accrued and LPA reviews, for the last two weeks are also in excess of trailing 12- and 3-month
averages. Thus, we forecast a continued healthy deal flow into the second quarter. Longer term, we anticipate a very
robust year for new fund finance origination. While growth rates will inevitably come down as the law of large numbers
necessarily takes further hold, loan commitment and deal volume growth will remain outsized. Many indicators forecast
fund formation to have a solid year, seeding opportunities. And virtually every bank is fully open for new business,
many with recently increased product exposure caps. We think that on a market-wide basis, the positive momentum
exceeds any headwinds, and the fund finance industry is likely to experience another year of sustained growth.

NAV-based Lending Market. The NAV and Pref Equity markets in Europe are accelerating, with much of last year’s
chatter now materializing into live trades. Historically, the hit rate of prospective deals ultimately going under mandate
has been relatively low. Currently, our EU team is seeing nearly all of their prospective deals move forward. We
theorize that the COVID disruption helped many more European GPs familiarize themselves with their various
financing and leverage options and, thus, this year they are executing. In the U.S., the wave of NAV-oriented rescue
financings we discussed daily last April and May were virtually all shelved when the equities market rebounded in early
summer. We continue to talk about NAV opportunities all the time, but the number of actual deals going forward
remains lighter than we would have forecasted. While we think NAV financing in the U.S. will expand in 2021 and long
term has significant growth potential, we think it will ultimately be more of a 2022-and-beyond story on our side of the
pond.

“Revlon.” Many lenders have finalized their documentation changes to account for the recent “Revlon” ruling (if you
need a primer on the issue, read our update memo here). I have this vision in my head of the UK looking at the U.S.
and shaking its head in bewilderment …

Hold Sizes. With President Biden signing the stimulus bill in the U.S. yesterday, an avalanche of deposits are about to
land on the balance sheets of the U.S. banks that have large branch networks starting as early as next week. Check
out the chart below that shows how deposit levels behaved in response to the 2020 stimulus payments. Upon receipt,
banks will further develop their appetite to book assets. But booking assets at scale in many asset classes will require
time and infrastructure investments. Subscription finance, however, offers efficient deployment at a relatively safe risk-
adjusted return. Our expectation: We forecast bank hold sizes to meaningfully increase in 2021 as lenders look to
efficiently book assets without having to make substantial corresponding investments. Hold size will also become more
relevant in lead-bank selection. These trends will challenge the banks that rely on agent banks to feed them.   

Utilization. The banks are going to hate this forecast; they have been working diligently the last few years to try and
improve their portfolio-wide utilization. But I think utilization is going to tick down a bit in 2021, particularly for the banks
whose books lean heavily into middle market private equity. First, even with the recent volatility, I think the equities
markets are pricing optimistically. If fund sponsors share that view, bid/ask spreads will face some bridging challenges.
Second, I think all the SPACs that came online last year are going to be more price-aggressive than PE and late-stage
venture funds, especially as the year moves forward and they feel their deadline clocks ticking. While I think the overall
impact of these issues will be modest on an industry-wide basis, I do think they will cause a slight constriction in PE
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deal flow. And hence could be an annoyance for many banks who see a few percentage points decline in their 2021
utilization.

ESG. I really think every bank needs its ESG-subscription finance product offering ready. Leaving aside that it would
be a great thing if fund finance lenders could help push the world along in a more sustainable direction, I expect that
many of the upper echelon fund sponsors will be asking for ESG-links in their facilities in 2021. If you get an RFP
asking for an ESG-link, you want to be prepared and not caught scrambling. Wes Misson on our team is doing a terrific
job advising lenders on ESG-related standards and methodologies if you need help getting started.

Recruiting and Retention. The combination of double-digit revenue growth with COVID-induced hiring freezes through
most of 2020 led to a large portion of the fund finance market having to simply double down to get the deals done last
year. And add to that a relative dearth of thank you’s for structuring deals that performed extremely well through a
global pandemic and bonuses that in many cases were not well-linked to individual performance (but rather relatively
muted because of challenges in other parts of the institution). When you overlay the underlying (overarching?) WFH
fatigue that most everyone feels at times, I sense we are going to see high levels of employment transition in 2021. A
lot of shops are hiring. Winning 2021 will require recruiting and retention successes.   

Thank You. We at Cadwalader appreciate the trust and support of our clients and friends. If we can do anything to be
helpful, please call.
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By Michelle Bolingbroke

FFA NextGen and Diversity teams held a panel session this week on “Cross-Border Relationships: A Journey in
Diversity.” Over 100 attendees tuned in to the discussion moderated by David Lammy, Member of Parliament for
Tottenham and the Shadow Justice Secretary, with panelists Shani Unantenne, Executive Director, Financial
Institutions Europe at ANZ; Valery Nformba, Solicitor at Macfarlanes LLP; Wol Kolade, Managing Partner at
Livingbridge; and Yomi Akinyemi, Director at Wells Fargo. Read on for some key takeaways.

Be Conscious of the Experiences of Your Diverse Colleagues 

Panelists talked about not bringing their true authentic self in their early careers and wished to spread the message
to “stay true to yourself” because our diversity is what makes everyone unique.

See our color. Do not say, “I don’t see color” – because our color is positive, and it is what makes us unique.
Imposter syndrome is real, and diverse colleagues face exceptional pressures when they’re the only person in the
room who looks different.

We must all open our eyes to the existing systems that uphold racism. There are no “innocent” microaggressions.

Advice and Takeaways

The question is not, “Are we going to progress?” but rather, “How quickly are we going to progress from where we
are today?” The train has left the station with the discussion on gender equality, so the only place we can end is
equality for all. The debate is how long will it take for us to get there.

Despite the sentiment, “Hard work will get you everything,” no one is able to prepare you for what to do when you
get in the door. Allies, advocates, mentors and reverse mentor relationships are critical.

For junior colleagues: find confidence with where you are. There is a pressure to change, and firms are being forced
to grapple with this. Recognize that you are part of the solution.

We must acknowledge that our behaviors and culture are at the core of where we are today, and we must continue
having these conversations to raise such awareness.

Education is key. Leadership has to embrace and live it, but the employees have to believe it.

The Bottom Line – Change Is for Now 

Diversity, equity and inclusion must remain a priority – this is something everyone should want, and this builds
powerful organizations that will thrive in the future.

Be transparent and honest of where you are.

As an individual, don’t be afraid of saying the wrong thing – this is an ongoing education process and you can
continue to improve.

As a firm, look at your own team, and if your team doesn’t reflect society, take ownership to push for change.

The progress to change is hard, continuous work. There is still so far to go, but starting is the first step.

The panel also noted that it is not good enough to not be racist; rather, we need to be actively anti-racist. The Diversity
Committee will look to continue this conversation soon. 



Brickfield Article on LinkedIn and Recruitment
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Brickfield founder Rory Smith has posted an article with some observations on the use of LinkedIn during the
recruitment process in niche sectors like Fund Finance, based on recent feedback from clients and candidates. Is a
one-size-fits-all approach appropriate?

Readers looking to receive regular updates on talent acquisition trends in fund finance can follow Brickfield on
LinkedIn. Law firms, banks, funds, alternative lenders and candidates with specific enquiries should contact Rory
Smith at Brickfield Recruitment by email or by telephone on +44 7800 963 594. 

https://brickfieldrecruitment.com/2021/03/10/specialist-recruitment-and-linkedin/
https://www.linkedin.com/company/brickfield-recruitment
https://www.linkedin.com/company/brickfield-recruitment
mailto:rory@brickfieldrecruitment.com


Crestline Named Fund Financier of the Year
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Crestline Investors, Inc. announced last week that its Fund Liquidity Solutions team was recognized as the 2020 Fund
Financier of the Year by Private Debt Investor magazine for the second time in the past three years. To read more
about Crestline Investors, Inc. and the Fund Financier award, click here. 

https://www.prnewswire.com/news-releases/crestline-named-fund-financier-of-the-year-by-private-debt-investor-301237663.html?tc=eml_cleartime%20
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On the Move

Silicon Valley Bank’s New York Global Fund Banking division promoted a host of bankers recently. Anna Etra was
promoted to Vice President I. Matt Finn and Ben Lee were both promoted to Vice President II. Marc Remini was
promoted to Director. Congrats to Anna, Matt, Ben and Marc! 
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Fund Finance Hir ing

Cadwalader's New York office seeks a junior associate and a midlevel associate for positions specializing in Fund
Finance and Derivatives. The ideal candidates will have experience at a financial institution or law firm involving
secured lending and/or derivatives. The associate would join a rapidly growing, market-leading practice focused on
representing commercial and investment banks on an extraordinarily diverse range of financing and derivatives
transactions for hedge funds, private equity funds and registered investment companies. Successful candidates will
have experience drafting financing documents for complex structures, will embrace the opportunity to work on highly
structured, bespoke transactions, and will have the ability to effectively manage client relationships and move
transactions forward independently. J.D. and NY Bar admission required. Please contact Lauren Sirois for more
information. 
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