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Introduction

Private debt appears to be experiencing its golden moment. Higher interest rates and spreads coupled with a 
pullback in banking activity are helping private debt become more ‘mainstream’ and less ‘alternative’ even in 
larger deals traditionally financed by banks. Recently, many private equity players have taken the plunge by 
raising large private debt funds and financing debt in their own private equity deals. In this report, we intend to 
delve into the factors behind these trends both in Canada and around the world. 

The State of the Canadian Private Debt Market

As the global private debt market continues to grow, it is important to examine the unique dynamics influencing 
private debt investing and allocation trends within the Canadian market. Despite numerous tailwinds in the 
sector, Canadian investment in alternatives, including private debt, continues to significantly lag the broader 
global market.  

1.	� Private Debt Filling the Funding Gap: The current inflation-induced, high-interest-rate environment 
has created a liquidity crunch in the highly regulated Canadian credit market. Even though data around 
Canadian private debt activity is scarce, we have observed that Canadian private debt funds are enjoying 
healthy pipelines of loan deals, including borrowers traditionally financed by banks. The lack of a Canadian 
secondaries market across loan types (senior secured, mezzanine and junior) creates a unique opportunity for 
private debt incumbents in this country.

2.	� Smart Money Endorsement: The most sophisticated investors in the country have been steadily increasing 
their allocations to private debt on behalf of Canadians. CPP Investment Board, the country’s largest pension 
fund, for example, had $44.4 billion invested in private debt as of Dec. 31, 2022, a 25% increase since the end 
of its fiscal year 2021, and a more than 770% increase since 2011.1 

3.	� Canadians Are Significantly Underinvested in Alternatives: Globally, it is estimated that over 30% of 
investors hold alternative assets in their portfolios.2 In Canada, that number is significantly lower. The 
Alternative Investment Management Association estimates that the average Canadian wealth advisor has an 
allocation to alternatives of just 4%, of which private debt is only a subset.3 While private debt funds have 
lesser transparency and liquidity relative to public funds, some of the factors behind the abovementioned 
disparity are that Canadian investment dealers tend to rate alternatives as higher risk without regard to 
a fund’s historical risk-adjusted return.4 In addition, a regulator-endorsed KYP (“Know Your Product”) 
requirement limits the practical number of investment products Canadian dealers are willing to sell. The 
unintended consequence is that, arguably, Canadian investors often have less diversified portfolios relative to 
the rest of the high-net-worth world.5

Private Debt in 2023

“�Through this recent period of banking turmoil, Canadian markets  
have experienced overall tightening. However, the degree of 
tightening has not been as severe as in the U.S., owing largely to  
the absence of regional banks in Canada. On the private debt front, 
the opportunity to diversify a portfolio with strong risk-adjusted 
returns continues to drive growth from sophisticated investors 
focused on portfolio construction and a longer term view.” 

–�Ramesh Kashyap, Managing Director & Head of Alternative Investment Group  
at Ninepoint Partners and Co-Chair, AIMA Credit Council
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4.	 �Banking Sector Less Fragmented and Less Vulnerable: The Canadian credit market differs from the U.S. 
market both in size and the overall structure. As a smaller market, Canada has not been materially affected by 
recent headwinds in the U.S. banking sector. This is largely due to the difference in the depth of the banking 
sector between the two markets. The Canadian credit market is largely funded by loans distributed by the five 
largest banks versus a highly competitive and fragmented banking market in U.S., where regional banks have 
a large share of the small- and medium-size business loan market.6 There is also an absence of an established 
secondaries market in Canada unlike in the U.S., where regional banks and Savings & Loans institutions can 
execute secondary deals and take the exposure off larger banks’ balance sheets. This gap is filled by the 
private debt industry in Canada.

5.	 �Legacy Issues Continue to Drag on Retail Participation: Many Canadian retail investors have remained on 
the sidelines due to ongoing legacy issues arising from the collapse of a large Canadian private debt fund 
that was put into receivership due to fraud. The confusion this has created in the market has had a negative 
impact on more-established, long-tenured private lenders in Canada, despite their established histories of 
delivering steady, risk-adjusted returns. With highly liquid instruments like High-Interest Savings Accounts or 
GICs offering ~5% annual returns, some retail investors have also opted to park their capital in these sorts of 
investments while pulling out from both private and public markets. In our view, such allocations work against 
the principle of portfolio diversification, as cash and GICs are essentially fixed income vehicles.

The State of the Global Private Debt Market

While the current banking crisis has had a ripple effect across countless industries, the timing of it could not have 
been better for the established global private debt industry, which remains well-positioned to continue to thrive 
with large stockpiles of cash chasing good deals.

There are five key dynamics that are setting the stage for the continued growth of the private debt asset class 
across the globe: 

1.	� Slowdown in the Broadly Syndicated Loan Market: Private debt is increasingly winning market share from 
the syndicated loan market. In 2022, there were roughly five times more deals financed through private debt 
versus broadly syndicated loans, compared to an average of 1.7 times in the previous three years (Table 1).

Table 1: Ratio of U.S. Syndicated Loans 2019-2022

■ Syndicated ■ Direct — Ratio of Direct to Syndicated

2022202120202019

1.6

289

176

113

1.6

202

125

77

1.9

450

294

156

4.9

330

274

56

Source: Leveraged Commentary & Data (LCD).
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2.	� Higher Yields Attracting Investors to Private Debt: The near double-digit yields produced by private debt 
funds in recent years7 have helped create a significant build-up of dry powder (Table 2). Most recent studies 
have shown an increased interest in allocating to private debt, even from more conservative family office 
investors with investment objectives that include capital preservation and portfolio income (Table 3).

Table 2: Private Debt Fund Raising (US$B)

2027F2026F2025F2024F2023F2022F202120202019201820172016201520142013201220112010

43.6
63.2

72.6 73.5

125.4

102.9
123.9

136.3 141.0

172.8

210.0

233.0

255.7

189.6

264.8 270.5

206.8

41.2

Source: Preqin 2022.

Table 3: Private Debt Allocations – Family Offices

Up to 10% Increase

13%

10% to 25% Increase

20%

Decreasing

4%

Increasing 50% or More

33%

No Change

2%

25% to 50% Increase

28%
Source: Ocorian 2022.

3.	� Larger Deals Funded Entirely by Private Debt: U.S. middle market companies have traditionally been the 
main target segment for private debt players (Table 4). The leverage ratios of 4-5 times had resulted in private 
debt deals that were primarily in the US$40 million to US$400 million range and, further, that private debt 
was not known as a reliable source of funds for multi-billion-dollar deals. This has changed recently with the 
emergence of loan syndication amongst private debt players, enabling the financing of larger deals while 
limiting the risk of a fund depending too heavily on fewer, larger loans (concentration risk).

Private Debt in 2023
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Table 4: PE-led take-private deals in US announced since July 1, 20228

Announcement Month  
(2022)

 
Company

 
Acquirer(s)

 
Loan Type

Deal Size  
($B)

December Maxar Tech Advent International Private Debt 6.4

December Coupa Thoma Bravo Private Debt 8.0

October UserTesting Sunstone Partners, Thoma Bravo Equity Only 1.3

October Weber Inc. BDT & Company Private Debt 0.2

October Agrofresh Solutions Paine Schwartz Partners Non-Bank 0.2

October KnowBe4 Vista Equity Partners Private Debt 4.6

October ForgeRock Thoma Bravo Equity Only 2.3

September Billtrust EQT AB Private Debt 1.7

September ChannelAdvisor CommerceHub, Insight Partners Private Debt 0.8

August Computer Services Bridgeport Partners, Centerbridge Non-bank 1.6

August Avalara Vista Equity Partners Private Debt 0.8

August Atlas Air Worldwide Apollo Global Management Private Debt 2.9

August Ping Identity Thoma Bravo Private Debt 2.8

July Hanger Patient Square Capital Private Debt 1.3

July Sharps Compliance Aurora Capital Partners Private Debt 0.2

4.	� Favorable Deal Terms and Higher Equity Cushion: In a tight-liquidity environment, increased demand 
for financing has ensured that private debt players have a greater ability to command better deal terms, 
including lower leverage ratios (Debt/EBITDA) and better debt coverage metrics (loan security). Average 
leverage multiples have come down and formerly popular covenant-light structures are off the table (Table 5). 
Consequently, private debt deals now enjoy higher equity cushions in private equity-led deals.

Table 5: Comparison of a Buyout Deal in January 2022 vs. January 20239

 January 2022 Today

EV/EBITDA 12.5x 12.5x

Debt/EBITDA 6.5x 5.0x

Equity/EBITDA 6.0x 7.5x

Debt/Cost 5.0% 11.5%

5.	� Upcoming Maturities of High Yield and Leveraged Loans Create Opportunity: With high levels of leveraged 
debt and high yield bonds maturing in the next 4-5 years (Table 6) – in the face of more limited refinancing 
possibilities – combined with the fact that banks remain busy clearing the deal backlog from the last couple of 
years, we believe there is a unique opportunity for private debt to step in and fill the financing gap.
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Table 6: Maturity Profile in US$B

203320322031203020292028202720262025202420232022

■ High Yield Bonds ■ Loans

1 0

40
74

8

171

75

198 210
235 249

233220

178
150

461

41

4 13 000

95

274

Source: S&P/LCD and BofA Global Research, as of 12/31/21. The loan market is represented by the S&P/LSTA Leveraged Loan index, the high 
yield bond market is represented by BofA/ML High Yield Corporate index. Default rates are by par amount. Investors cannot invest directly in 
an index.

In Conclusion

Although Canadian investors are currently standing on the sidelines as it relates to private debt, overall favorable 
dynamics in both the U.S. and Canada, against the backdrop of a U.S. banking crisis, are translating into bullish 
tailwinds for the private debt industry. The movement of good quality borrowers from a bank’s loan book to 
senior secured assets of private debt players is highly attractive from a risk-return standpoint and remains our 
key focus through our multiple offerings in the space. Overall, we believe allocating 5% to 20% of assets to private 
debt with a long-term horizon can help investors generate income and help to better diversify their portfolios. 

Private Debt in 2023



FOOTNOTES
1	 CPP Investment Board, 2022.
2	� https://assets.ey.com/content/dam/ey-sites/ey-com/en_gl/topics/wealth-and-asset-management/ey-2021-global-wealth-research-

report-optimized-for-web-v2.pdf.
3	� https://www.wealthprofessional.ca/investments/alternative-investments/we-are-heading-toward-a-golden-age-for-alternatives/371304.
4	 Ibid.
5	 Ibid.
6	 https://www.brookings.edu/research/the-regional-banks-the-evolution-of-the-financial-sector-part-ii.
7	 https://www.cliffwaterdirectlendingindex.com.
8	� PitchBook Data.
9	� Deal terms for illustrative purposes only. Source: Adams Street Partners.

DISCLAIMERS

The opinions, estimates and projections (“information”) contained within this report are solely those of Ninepoint Partners LP (“Ninepoint”) and are subject to change 
without notice. Ninepoint makes every effort to ensure that the information has been derived from sources believed to be reliable and accurate. However, Ninepoint 
assumes no responsibility for any losses or damages, whether direct or indirect, which arise out of the use of this information. Ninepoint is not under any obligation to 
update or keep current the information contained herein. The information should not be regarded by recipients as a substitute for the exercise of their own judgment. 
Please contact your own personal advisor on your particular circumstances. Views expressed regarding a particular company, security, industry or market sector should 
not be considered an indication of trading intent of any investment funds managed by Ninepoint Partners LP. These views are not to be considered as investment advice 
nor should they be considered a recommendation to buy or sell. The information contained herein does not constitute an offer or solicitation by anyone in the United 
States or in any other jurisdiction in which such an offer or solicitation is not authorized or to any person to whom it is unlawful to make such an offer or solicitation. 
Prospective investors who are not resident in Canada should contact their financial advisor to determine whether securities of the Funds may be lawfully sold in their 
jurisdiction. Materials may not be delivered or made available to individuals or entities that are not classified as (i) “Non-United States Persons” within the meaning of 
Section 4.7(a)(1)(iv) of the rules of the CFTC or (ii) permitted clients (as defined in section 1.1 of Canadian National Instrument 31-103). This document is for information 
purposes only and should not be relied upon as investment advice. We strongly recommend that you consult your investment professional for a comprehensive review 
of your personal financial situation before undertaking any investment strategy. Information herein is subject to change without notice and Ninepoint is not responsible 
for any inaccuracies or to update this information.

Risks Associated with an Investment in Private Debt Funds: Fund of Funds Risk, Not a Public Mutual Fund, Limited Operating History for the Fund, Class Risk, 
Capital Depletion Risk, Charges to the Fund, Changes in Investment Objective, Strategies and Restrictions, Unitholders not Entitled to Participate in Management, 
Lack of Operating History of the Manager, Dependence of the Manager on Key Personnel, Reliance on the Manager, Resale Restrictions, Illiquidity, Possible Effect 
of Redemptions, Redemptions in Kind, Distributions, Liability of Unitholders, Potential Indemnification Obligations, Lack of Independent Experts Representing 
Unitholders, No Involvement of Unaffiliated Selling Agent. Risks Associated with an Investment in the Portfolio Funds: Public Mutual Fund Regulatory Restrictions, 
Limited Operating History for the Portfolio Funds, Class Risk, Charges to the Portfolio Fund, Changes in Investment Objective, Strategies and Restrictions, Not Entitled 
to Participate in Management, Dependence of the Manager on Key Personnel, Reliance on the Manager, Dependence of Sub-Advisor on Key Personnel, Reliance 
on Sub-Advisor, Resale Restrictions, Illiquidity, Possible Effect of Redemptions, Distributions and Allocations, Repayment of Certain Distributions, Possible Loss 
of Limited Liability, Potential Indemnification Obligations, Valuation of the Partnership’s Investments, Lack of Independent Experts Representing Unitholders, No 
Involvement of Unaffiliated Selling Agent, Tax Liability, Risks Associated with the Partnership’s Underlying Investments: General Economic and Market Conditions, 
Assessment of the Market, Concentration, Foreign Investment Risk, Illiquidity of Underlying Investment, Credit Risk, Impaired Loans; No Insurance, Joint Ventures 
and Co-Investments, Litigation, Fixed Income Securities, Equity Securities, Possible Correlation With Traditional Investments, Idle Cash, Currency Risk, Suspension 
of Trading, Leverage, Limited Control Over Third Party Managers. 
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