CADWALADER


https://www.cadwalader.com/

NAV Facilities — The Swiss Army Knife of the Fund Finance Market
September 23, 2022 | Issue No. 193

By Brian Foster
Partner | Fund Finance

By Patrick Calves
Partner | Fund Finance

We continue to see significant interest in NAV financing products in both the U.S. and European markets, which is
reflected in double digit year-over-year growth in our deal activity for these facilities to date. As compared to years
past, there has been a noticeable uptick in new lenders willing to provide NAV financing (including both banks and
private lenders). In mid-2020, at the outset of the pandemic, the spike in interest in NAV lending from sponsors was
anecdotally explained by (i) sponsors being hesitant to call capital from LPs during the uncertainty of the pandemic and
(i) the inability of private equity-backed companies to obtain affordable financing during the disruptions caused by
COVID shutdowns. Nonetheless, as these pandemic effects continue to fade and we shift to a very different
macroeconomic environment, the demand for NAV lending remains strong. Below is a high-level summary of some of
the key features of NAV loans, many of which are the focus of our conversations with clients.

The allure of NAV loans isn’t that NAV lending provides a silver bullet to a particular issue faced by the alternative
investment market at-large. Rather, it's that NAV loans can be structured/tailored to address any number of issues. It's
this flexibility that drives the value of this product to both sponsors and investors (and keeps loan structurers and their
lawyers alike on their toes and up late at night).

To illustrate this from the perspective of outside counsel, a typical request that we often get from lenders that are
interested in exploring adding NAV loans to their product offering is to provide them with a sample term sheet to review.
Since NAV loans aren’t a one-size-fits-all product, there isn’t yet a truly one-size-fits-all term sheet. Instead, to start
putting together the skeleton of a term sheet for a NAV loan you would need to know the following (among other
things):

(i) what is the structure of the borrower, and where in the structure will the financing be provided;

(ii) is the facility a revolver or a term loan (or a combination thereof);

(iii) is the borrower a hedge fund, private equity fund, private debt fund, secondaries fund, family office, etc.;

(iv) is the facility secured or unsecured;

(v) what are the underlying assets, and what obstacles apply to the pledge and potential foreclosure of such assets;
(vi) what is the holding structure for the investments and what jurisdictions are implicated;

(vii) how will the underlying assets be valued and what rights will there be to obtain independent valuations;

(viii) what is the lender’s approach to borrowing base eligibility, concentration limits, etc.;

(ix) are there co-investors and where do they enter the structure;

(x) will there be a bullet repayment or an amortization based on cash flows, LTV, time to maturity, etc;

(xi) will there be additional credit support provided, such as pledges of capital commitments, guarantees or equity
commitment letters from parent funds;

(xii) will the facility be used to finance an acquisition or are the underlying assets already owned;
(xiii) is the investment portfolio static (i.e., pre-approved portfolio) or dynamic;

(xiv) and does the borrower have other creditors.
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When we discuss NAV loans with clients that are new to the space, we generally describe such loans as falling into
several broad categories:

1. Negative Pledge/“Collateral Lite” Loans: The first consists of very low loan-to-value facilities to larger, more
diversified funds, where lenders typically do not take investment assets as collateral but instead underwrite the
value of the fund as a whole (often coupled with a negative pledge of the fund’s assets and a pledge of the fund’s
bank accounts). See previous discussion of these types of facilities from our colleague Leah Edelboim here.

2. Fully Secured Loans: The second bucket consists of what are typically higher loan-to-value facilities or facilities to
more concentrated funds (or subsidiary vehicles of such funds), where lenders will take a security interest in the
fund’s investment assets (often indirectly, as previously discussed here). These facilities tend to have much more
structured collateral and credit support. In addition, since these facilities are underwritten based on the value of
specific investments (rather than the value of the fund itself) it is imperative that lenders understand all aspects of
the investments supporting the loan, and lenders may look to map out in detail an exit plan should the facility go
into default. See our prior coverage here of the common issues that arise in evaluating security structures for
these types of loans.

3. Structured Products: The third bucket consists of preferred shares or similar structured products whereby
financing is provided to a fund in the form of a purchase of a security issued by the fund. The security can provide
for a fixed rate of return, a floating rate of return (typically tied to a benchmark or index) or a structured rate of
return that is dependent on the performance of the fund’s assets. Such structured products tend to arise in the
middle of the capital structure, behind secured creditors but ahead of equity investors. They tend to have longer
terms and higher rates of return. And they can be structured to differentiate returns among holders of the
products, including by class or series. We'll provide a more detailed discussion of such products on another day.

We also typically highlight common uses for such loans, including:

» Adding Strategic Investments. We commonly see NAV loans structured in connection with the addition of strategic
investments by a fund. These loans can be structured to provide acquisition financing, or to provide back-leverage
to a fund to finance the equity portion of its acquisition costs for the particular investment(s). Such facilities are
typically used later in the investment cycles of funds once capital commitments have largely been called or are no
longer fully available.

« Capital Returns to Investors. As average hold periods for private equity portfolios increase, there is continued
pressure on sponsors to monetize their investments and provide liquidity to their investors. As a result, a common
use of NAV loans is for sponsors to borrow at the fund level to return capital to investors. Lenders are repaid later
after realization events with respect to one or more investments of the funds. In this instance, a NAV loan allows the
fund to return capital to its investors in advance of one or more realization events with respect to its investments.

¢ Financing for Management Companies. General partners and management companies use NAV loans for a range
of purposes, including working capital, funding increased investment in the funds that they manage, payment of
taxes, payment of bonuses, technology upgrades, distributions to owners, and succession planning (i.e., transferring
ownership interests in managed funds from founders to the next generation of investment professionals), to name a
few. Such facilities may be secured by fee streams from the funds or by equity in in the funds.

« Aftercare Facilities. For funds with ongoing liquidity needs after the expiration of their investment periods, some
lenders will agree to extend a fund’s existing subscription line facility subject to certain supplemental credit
enhancements, including adjustments to the borrowing base to increase borrowing capacity (e.g., a substantial
increase in the borrowing base from a traditional blended advance rate of 50% up to 90% is not uncommon). In
return for this increase to the borrowing base availability, lenders will typically require the implementation of NAV-
style covenants to mitigate against the reduced primary source of collateral and repayment in the form of
uncommitted capital for these facilities and look “downward” at the asset value of the fund’s investments. See our
colleague Chad Stackhouse’s in-depth discussion of these types of facilities here.

» Facilitate Continuation Funds. The use of financing for continuation funds has received a lot of press as of late. A
continuation fund will be set up to transfer assets from an existing fund. The investors in the existing funds can elect
to either be cashed out of the investment or to roll their equity into the new fund alongside new and existing
investors. The purchase payment by the continuation fund for the transferred asset(s) (which is used to pay out
exiting investors) may be funded in part using debt under a NAV loan.

Recession, war and interest rate increases are among the many headwinds for markets in the coming months/years. It
remains to be seen how the macroeconomic and political environment will affect sponsor appetite for NAV loans. While
continued pressure on asset valuations may slow down implementation, NAV loans are a natural tool to address LP
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and sponsor demand for liquidity and as a supplement to equity capital in what will likely continue to be a challenging
fundraising environment. It is the flexibility of NAV structures and their myriad of applications for sponsors that serve as
the best prognosticator for continued robust growth.
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On Wednesday, 300+ attendees participated in FFA University 1.0, and | was fortunate to get to provide the Closing
Remarks to the highly engaged group. Below is a rough summary of the remarks | provided, which focused on my
longer term predictions for our market, along with some career development tactics aimed at young professionals in
Fund Finance in light of the uncertainties in the current macroeconomic landscape.

Introduction

Thank you all very much for attending FFA University today — we appreciate your support and hope the program was
helpful. And thank you to all our presenters who gifted their time to help teach our attendees. Thanks to Conyers for
sponsoring the market update session and special thanks to Michelle Bolingbroke of the FFA for all her work pulling
today off for all of us.

Coming off the pandemic, the Great Resignation, high inflation and rising interest rates, it is a really interesting time to
be a young professional in Fund Finance. We are all bombarded with career advice, but none of it is tailored
specifically to our industry, especially in the current ambiguous context. So with that in mind, | thought | would take our
final moments to try and give you something different and share some predictions for our market and offer some
unsolicited Fund Finance career advice.

Full disclosure: If you are part of the Quiet Quitter movement, | am probably not your people. | am just constitutionally
incapable of understanding half-stepping and you will undoubtedly roll your eyes at everything I’'m about to say. So you
are free to go ahead and tune out. My thoughts are geared to those of you that are ambitious and want to level up your
career.

Themes

Success Suggestions for Young Fund Finance Professionals. Two years ago at the first FFA U Europe event, |
gave and published remarks titled “Success Suggestions for Young Fund Finance Professionals.” The article is the
most-read thing I've ever published. Its central theme turned on the premise that Fund Finance is what | call “An
Annuity Business with an Incumbency Advantage,” which continues to entirely hold true. What | mean by that is that
our Fund GPs create successive Funds — Fund I, Fund II, Fund lll, etc. And if you are the banker on Fund I, and you
do a great job on Fund I, you are highly likely to get the mandate on Fund II. And this has a lot of industry structural
implications you should mold into your career tactics. I've included that article in the materials (available electronically
here), and I'd encourage you all to peruse it. It includes a number of the tactics | rode over the years to some
significant successes, and | hope it might be of help to you.

New Themes. But today, | wanted to focus on two themes that are massively pressing right now in the Fall 2022, both
of which | think are going to be highly relevant for the next three-to-five years of your career. Right now, we have a very
cluttered macroeconomic environment, with high inflation exceeding anything we have seen during our professional
lifetimes (No, I'm not old enough to remember Paul Volcker’s “Churchill moment” as Fed Chair). We’ve got rising
interest rates; we have geopolitical uncertainties; we have decreasing bank reserves as the Fed slowly takes on
Quantitative Tightening; and we anticipate higher bank capital requirements forthcoming. As a result, my first premise
and theme is that The Rate of Change in Fund Finance Is Going to Accelerate Considerably. Maybe not as fast as
change came in 2009, but certainly faster than what we have experienced the last decade. And, thus, tactically |
believe we should all aim to position ourselves to be successful in a rapidly changing landscape.

Second, | think Fund Finance Is Going to Increasingly Intersect with the Capital Markets. If you look at the growth
of private capital over the last decade, and the growth that’s forecasted, and the need for PE-like returns for pensions
all over the world to meet their beneficiary obligations, | do not think bank capital can keep up. Many banks already
have out-sized exposures to non-bank financials. We are starting to see and will continue to see insurance monies
enter the space, but that simply won’t be enough. Thus my forecast to you is that Fund Finance will collide with the
Capital Markets. | think a lot of Investment Banking products will move up from the corporate/portfolio company level to


https://www.cadwalader.com/fund-finance-friday/index.php?eid=925&nid=123

the Fund level. Think products maybe like these: High Yield and Investment Grade NAV Bonds, CLOs of Subscription
Facilities, SCFs on a Loan Trading Market, maybe eventually NAV Bond Mutual Funds, IPOs of Funds themselves
creating Berkshire Hathaway-type conglomerates, etc.

So, if I'm right, and both the rate of change is going to materially accelerate and Fund Finance is going to increasingly
intersect with Capital Markets, how do you all play your hand? I've got five tactics (along with one digression) to
discuss that | invite you to consider for your arsenal.

Career Tactics

Recommit to Being Informed. The first thing | would suggest — and you know this, you've just neglected its execution
— is recommitting to picking your head up and being informed. The Fund Finance markets were so full out during
COVID, many of us just put our heads down to crank and focused exclusively on client service. It is time to get your
head back up a good bit. The quality of your client service will increasingly turn on your ability to work a transaction in
the greater context of the evolving macro environment. You need to be in The Wall Street Journal every day,
Bloomberg, the Financial Times, etc. You need to be up on Preqin, Private Funds CFO, The Drawdown, etc. | read 2.5
hours a day and a ton on the weekends. My role is different and | get that — but | think young professionals should aim
for 90 minutes a day. You should have CNBC on in the background a lot — your clients’ CEQ’s are speaking every day
and you want to hear what they think. If you are a lawyer, are you listening to your bank clients’ earnings calls? Your
clients are. In a rapidly changing environment, your clients will increasingly be able to distinguish between those of us
who are informed and those who are not. Be the former.

Today was FOMC day — the Fed raised rates by 75 basis points a couple of hours ago. A good litmus test for you is:
Did you have a view on what you thought the Fed was going to do today and do you have an opinion on their decision?
Should they have jumped all the way to a 4.5% restrictive rate to tackle inflation head-on or do you think monetary
policy works with a lag and they need to allow some time to pass to see if the prior three rate hikes will have the
desired effect? If you don’t have an opinion, you should be honest with yourself; that's probably a pretty good signal
that you need to recommit to being informed.

Recession. Here is my digression. One of the things you’ll immediately pick up in the press is an overriding media
narrative around fears of “Recession.” It's everywhere, so | want to address it. We should all remember: Recession is
not a synonym for bankruptcy. It is not a synonym with your children starving. You are going to work through six
recessions in your lifetime. I've made good money during recessions. Most of us remember 2021 and would probably
appreciate a 7% downshift. So don’t freak out. As | mentioned, | read a lot, and the 2021 Mike Mascia Business Book
of the Year — if there was such a thing — was Inside Money: Brown Brothers Harriman and the American Way of Life by
Zachary Karabell. | love this book; you've all got to read it. It's basically the biography of the Brown Brothers Harriman
firm. During what was probably the panic of 1869 or something, Alexander Brown, the Firm’s founder, had just handed
off control of the Firm to his sons. A recession hit and they were freaking out about gold prices or the like. Grace,
Alexander’s wife, is quoted as saying: “I should be ashamed if any son of mine were not man enough to bear
misfortune, when it comes.” | love that quote — what a baller she must have been. It reminded me how badly I initially
panicked during the 2009 financial crisis. Wachovia had just failed, and we had to lay off a couple of Associates, and |
called my dad so depressed. And | said, “Dad, that is just awful, we just had to fire one of my guys, and it was terrible,
and my big client just failed, and it’s getting acquired, and I’'m not going to have any clients in Charlotte.” And my dad
said something to the effect of: “Get your tail out from between your legs and cowboy up. Go see and service your
clients better than your competitors. Or else you’re the one who is going to get laid off and frankly you’ll deserve it
Ouch.

Smart people learn from the mistakes of others. Don’t get scolded by your parents. Do not panic.

So what are some of the things | did during the GFC: | picked up some hours from the litigation group to pad my
billables. | knocked out a bunch of pro bono work and personal things the weeks | was slow, so when | was busy again
I had no distractions. | committed to seeing, in person, 90 bankers in the next 90 days. In fact, | drew the right
downward slash of 90 X’s on my paper calendar, and every time | saw a banker, | made the left slash to complete the
X. | exceeded 90. And, we grew our practice every year through the GFC. In a recession, fall back on what made you
great in the first place. For me, it was hustle, execution and maintaining personal relationships.

At the moment, we are lucky and the economy is proving quite resilient. But if | were you, I'd want to prepare for “come
what may,” and I'd really focus in the 4th quarter of this year on increasing my indispensability to my platform. I'd make
some deposits in my hard work account so they're there if | need to make a withdrawal. I'd volunteer for some



additional opportunities. I'd try to take some administrative tasks off of my superiors and cover for them. I'd lean into
providing an excellent customer experience so my clients are singing my praises.

Enough on recession; | still believe in “soft landings.”

Expanding_ Your Capabilities. If things are going to change rapidly and Fund Finance is going to increasingly merge
into Capital Markets and I-banking products, you need to expand your current capabilities. Jeff Johnston advises
mentees: “You are the captain of your career,” and | really like it. A great boss will help you, but, ultimately, it is your
own responsibility to prepare yourself for what's on the horizon. You need substantive exposure to product adjacencies
to expand your competencies. Be affirmative: Go seek them out. Go ask to work on a different product. If you just ask
once and then wait for something to fall in your lap, when it doesn’t come, IT IS YOUR FAULT. Be accountable: you
need to make things happen; you take ownership. While learning substantive adjacencies is fundamentally important,
in a period of rapid change, far more important is learning_to be comfortable stepping_outside your comfort zone and
doing_new things. My themes suggest you are going to have to do many, many new things or you are ultimately going
to be passed by and disintermediated. You have to build the skill of being comfortable operating through ambiguity; it is
going to be an essential tool in the toolkit for all of you. I'm trying to put my money where my mouth is: I've given up the
comfort and security of being a senior lawyer with 24 years’ experience to try my hand at being a banker and
executive. You all can muster the gumption to take on new projects.

Mentors Will Be Increasingly Important. You need to invest in your mentor relationships — that’s relationships, plural.
One of the common requests seniors get is for more mentoring. Good leaders are all over the importance of mentoring
and try to facilitate channels to encourage it. But it is very rare that mentees maximize the opportunity here. | was in
New York over Labor Day weekend, and my wife was crossing the street, and a car came fast around the corner and |
yelled, “Be careful,” and she responded: “Well, it was his fault.” And | gingerly replied, “From our family’s perspective, if
you get hit by a car, it sorta doesn’t matter whose fault it was.” And mentoring is the same, if you don’t have productive
relationships, it is you that loses. I've said this a lot: If you sit in your office and wait for your assigned formal mentor to
come by and “drop some knowledge,” you’re going to be sorely disappointed. Your mentor wants to be a great mentor,
but they have three deals closing, a sick nanny and an ophthalmologist appointment later this afternoon. They are
busy. You need to take responsibility for ensuring a productive mentor relationship. Make it easy for them. Be
affirmative. Go see them, schedule a coffee, forecast questions in advance so they have time to consider them
thoughtfully, bring a proposed solution to your own problem and ask for their feedback on your solution. Send them a
thank-you afterward to reinforce the relationship.

You also need mentors outside of your practice area to give you a window into the wider capital markets. Over the next
few years, you may face questions like: Who in the Firm can help me think about underwriting an energy company in a
concentrated NAV deal? How do insurance company requlatory capital rules differ from bank reserve requirements?
How much should | value an investment banking capability at the new bank I’'m considering a job from? What are our
SEC compliance obligations if we provide a loan in a bank/bond NAV deal? Having mentors in different product areas
with fewer degrees of separation from your issue will get you to your answers far faster.

You also need mentors outside of your organization because there are certain career inquiries that just do not sync
with an internal sounding board. The FFA has a mentor program that tries to help with this. Julian Black, a long-time
partner at Walkers and Appleby in the Caymans was a great mentor and supporter for me (and for whose support and
cheerleading I'll always be grateful). I've informally mentored a good number of FFA U participants over the years, and
I’'m always here to help. Connect with me on LinkedIn and reach out — | always respond.

Work From Home. One of the biggest issues occupying everyone’s mind share right now is return to work policies, so
I'd thought | would share some ideas in the Fund Finance context. | think WFH is a great development, but like
everything, it has important nuances and a downside to balance. As a young professional in our space, | would
embrace WFH as an additional tool to enhance your overall productivity. As an obvious example, if you have a credit
memo to draft that’s going to take 14 hours and saving two hours of transit time will allow you to get it done tonight, it's
a positive IRR decision to WFH. And | would define your “productivity” in an expansive way: | loved the show The
Sopranos. Tony Soprano was a mob boss — which is compelling TV in its own right — but what made The Sopranos
groundbreaking was that the show followed Tony all the way home, where he not only had to deal with loan sharks but
also with a son that got suspended from school for skipping class, a daughter who missed curfew, and a wife that was
ticked off that he left the toilet seat up. We are all like Tony; we all have things waiting at home for us that are real and
are important. If WFH can help you be more present in your home sphere - if it can help you not leave the toilet seat
up — that’s great. Use it. But | would be super honest with myself in assessing whether | was using it to genuinely
enhance my productivity or just to coddle my own lazy. In Fund Finance, personal relationships are the biggest thing; in
some ways, the whole game. It's unrealistic to expect to develop lifelong friendships and relationships with your clients



https://www.linkedin.com/in/michael-mascia-2b81557/
https://www.linkedin.com/in/michael-mascia-2b81557/

and colleagues from your couch. And we just talked about mentors. It's unrealistic to expect a mentor to be fully
engaged if you are just a box on “Hollywood (Zoom) Squares.” So cut the right WFH balance.

And Finally, Feedback. Fund Finance just endured a massive dose of Great Resignation. | had a ringside seat... And |
am convinced that one of the fallouts from that is that your generation is going to miss out on several years’ worth of
essential constructive criticism and feedback. Follow me here: | aspire to shoot straight with people on their
performance — | feel | owe you that. But during 2021, virtually anyone you gave even a whiff of constructive criticism to
had multiple job offers in their pocket and simply quit, almost immediately. When you gave negative feedback, if you
kept score between those people who were completely defensive about it vs. those that were appreciative of the
improvement suggestions, the game ended something like 10-1. Frankly, it got so embedded that | saw people refuse
to even work with clients that gave them negative feedback. And thus, it immediately conditioned the behavior of every
management chain: WRAP ALL YOUR FEEDBACK WITH SUGAR CANDY. With hiring and retention so difficult, the
benefit of constructive feedback came nowhere close to its detriment, so it completely ceased (outside of extreme
failings). That’s a profound change.

So where does that leave you? It leaves you with bosses that are going to reflexively tell you how awesome you are for
the foreseeable future, even if they think your performance could improve. Is that really what you want? Do you want to
be coddled? | doubt it. What | want is to have full visibility and transparency into my leadership’s honest assessment.
That way, | can ensure my performance meets and exceeds expectations on the issues they actually care about, not
just on my perception of what they care about. So what do you do? You need to go absolutely out of your way to make
them comfortable giving you constructive criticism. Seek it: “Thanks for the great feedback. Can you give me several
examples of how | could have done this even better?” “What would have been some additional things | could have
done to next-level this project?” “I'd really like some tough love to get better — c’mon, be honest with me.” Be persistent
and don’t accept a kind brush off. Very few people are approaching your boss like this and you will stand out (although
that’s not the point: the point is to hear the feedback and incorporate it into your A game). Notice: a consistent theme
repeats: you be affirmative, you make it happen. It is your career we are talking about.

And speaking of feedback, if anyone has suggestions for how we can make FFA U better, | would welcome them.
Conclusion

Yes, there are uncertainties and challenges on the horizon. Yes, the landscape is going to shift, and you are going to
need to be nimble to navigate the curveballs. But that’s business; that’s life. There is so much opportunity in our space:
enough opportunity to excite me about reinventing my career and building something new again. | have a lot of
conviction in the growth of private capital and the corresponding growth in fund finance. It won'’t all be perfectly up and
to the right like it was the last decade, but | really believe a decade from now our industry will have 3x’ed again. You all
have really bright futures in the space. But they are your futures and it's your responsibility to drive your own success. |
appreciate you listening to me, | appreciate you all attending FFA U, and if | can do anything to help you, please don’t
hesitate to reach out.
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Fed decision week delivered the next 75 bps ratchet up in short-term rates to 3.25% at the top end of the target range,
but also an upwards revision in the dot plot to now show a median expectation of a 4.4% fed funds rate by year-end
moving to 4.6% at the end of 2023.

As financial conditions tighten, the private market is receiving its fair share of media coverage. Regular FFF readers
know the script: A 10% or greater sell-off in the S&P 500 triggers an alert somewhere to trot out the stories on the
denominator effect and the lag in private fund valuations.

These stories are not entirely misguided: Private fund asset valuations will generally have to move lower, consistent
with the public markets, and future returns may be downgraded. Too often, however, important points are often left out.

For one, seasoned vintage funds on the whole have built up significant value appreciation in recent years, and any
forecasted valuation decline has to be assessed in the context of those embedded gains. (Newer vintage funds, on the
other hand, have an opportunity to deploy capital at reduced prices.)

Also, the lag in private fund valuations serves as a ballast in performance in investors’ portfolios when public market
volatility ticks up. The private fund structure is intentionally designed to facilitate and reward long-term decision making,
which is why immediate recognition of high-frequency price changes may not be desirable.

With that editorial, here’s a round-up of notable reports that caught our attention in recent days:

+ Bloomberg: Buyout Firms in Denial About Valuations, Tikehau Co-Founder Says
Buyout funds need to face the reality of lower valuations, according to comments made by Mathieu Chabran, co-
founder of the €36.8bn AUM private fund manager Tikehau Capital SCA. Trends that dominated over the past few
years — lower interest rates, multiple expansion, and cheap funding — are reversing and will show up in forward
returns, according to Chabran.

o FT: Private Equity May Become a ‘Pyramid Scheme’, Warns Danish Pension Fund
Mikkel Svenstrup, Chief Investment officer at Denmark’s largest pension fund, ATP, raised concerns about the
reported 80% share of portfolio company sales that traded to other buyout or continuation funds in ATP’s portfolio.
The implication, according to Svenstrup’s comments, will be lower forward returns.

* Bloomberg: Private Equity Fees at Risk as Continuation Funds Lose Luster
Investor interest in continuation funds is evaporating, according to a Bloomberg article citing data from private
markets advisory firm Campbell Lutyens & Co. Lagging valuation markdowns is driving the lackluster interest from
investors. According to Campbell Lutyens, continuation fund closings in the first half totaled $19 billion, down 32%
from a year earlier. Funds in the market haven’t declined meaningfully, but overall secondaries closings are hitting a
pause. Short due diligence timelines for continuation funds, in the context of valuation uncertainty, may also be
playing a role.

o WSJ: Citrix Debt Deal Prices With Large Losses for Banks
The $4.0 billion secured bond component of the Citrix Systems Inc. debt package cleared this week at a steep
discount, with the $4.1 billion loan component also selling at a significant discount. The transaction is emblematic of
the changing environment in which levfin financing will become more costly and less available.
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Following this week’s successful virtual FFA University 1.0, the more advanced 2.0 program for those seeking greater
depth and networking opportunities will take place in person on Thursday, October 6 at Cadwalader's New York office,
with a reception to follow. To join the waitlist, please click here.
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CADWALADER ‘ Save the Date

FINANCE FORUM OCTOBER 27

Cadwalader's annual Finance Forum returns as an in-person event at the JW Marriott in Charlotte on Thursday,
October 27. Programming will begin at 1:00 p.m. and continue throughout the afternoon, followed by a networking
reception. Click here for a list of current panel topics and to register.


https://www.cadwalader.com/resources/events/cadwalader-finance-forum-2022

WFF: Inaugural ‘Charlotte Conversations’ Series on October 25
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Women in Fund Finance is pleased to bring you the first installment of its “Charlotte Conversations” series on Tuesday,
October 25 from 5:30-8:30 p.m. This inaugural event will function as both a networking event for the broader Charlotte-

based fund finance community and a panel discussion on banking and finance careers in Charlotte. For further detail
and to register, please click here.


http://events.r20.constantcontact.com/register/event?oeidk=a07ejddulvq3592608d&llr=mka5irdbb

