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Why Private Credit 
Managers with a Dose 
of Paranoia Can Thrive

Private credit is in a different space compared to during 
the GFC. It has moved from being specialist and niche 
to a more established component of a diversified 
investment portfolio, with greater commitments to 
private corporate credit, greater AUM, and more 
opportunities for direct lenders and other non-bank 
institutional investors.

Which strategies within the private debt landscape 
will be the most robust as we come out of the current 
downturn, and how can private credit managers find 
opportunities to mitigate risks?

Credit Selection Is Critical for Downside Protection
We think managers should adopt an approach of 
‘healthy paranoia’ at all times and ensure selectivity and 
caution when originating opportunities. 

Some industries prove more resilient over credit 
cycles. For example, healthcare and subscription-
based services generally prove more stable than highly 
cyclical industries, such as fashion retail, automotive, 
and leisure and travel. A key lesson we learned from 
investing during the GFC was to avoid industries such as 
household durables, which are correlated to economic 
cycles and are less able to sustain the leveraged 
structures deployed by private equity sponsors in a 
downturn. 

We also learned to avoid businesses in the paper and 
forest products industry, where exposure to raw material 
price pressure can have a negative impact on company 
performance. In comparison, we have never experienced 
a loss on a company in the healthcare or information 
technology sectors which are less cyclical in nature.

Additionally, we target upper mid-cap companies which 
typically have lower credit risk. Smaller companies are 
usually more local or regional in nature and can have 
revenue streams more reliant on a single geography 
or product. Higher revenue diversification and larger 

scale make borrowers less sensitive to external shocks. 
This would suggest that strategies targeting smaller 
borrowers may be less resilient during a downtown. 
Private credit managers with strong monitoring 
processes can usually spot when a borrower company 
is underperforming by looking out for early warning 
signals. MV Credit, for instance, has a dedicated and 
impartial credit monitoring team that systematically 
reviews and monitors each investment alongside the 
deal team. This ensures that troubled credits can be 
proactively addressed early. 

COVID-19 has sent many countries into a recession, with more defaults and financial 
restructurings the likely outcome. Against this background, attention has turned to 
the challenges facing private credit managers 

Frédéric Nadal
Managing Partner,
Chief Executive Officer

MV Credit
www.im.natixis.com/mv-credit

Founded in 2000, MV Credit is one of the first 
private credit firms to be established in Europe 
and has the longest-established management 
team in the private credit space. It invests in 
senior and subordinated debt across Europe, 
targeting noncyclical, defensive industries and 
regions where it has a deep understanding. 
It offers tailored financing solutions to high-
quality businesses and adds value through active 
engagement. Over the years, MV Credit funds 
have invested more than €5bn in debt financing 
solutions and have delivered a consistent top-
quartile track record. MV Credit funds invest 
in the debt tranches of companies undergoing 
leveraged buyouts or refinancing supported by 
reputable European private equity owners.

The Advantages of Private Equity Ownership
Private credit managers can seek to increase downside 
protection by investing in companies sponsored by 
private equity. Why? First, sponsors can be relied on to 
manage borrower companies and may be preferable 
to family-owned businesses, particularly in a stressed 
environment. 

Second, private equity sponsors are typically able to 
reinforce or change a management team in difficult 
times. We believe this option is less likely in a family-
owned business where the owners and management are 
sometimes the same person or related. 

The support of private equity sponsors can be crucial in 
achieving a recovery on an underperforming business. 
We saw examples of this during the GFC, where some 
sponsors injected new equity and even undertook debt 
buybacks to reduce companies’ leverage. 

The Pitfalls of Distressed Credit
As investors seek attractive opportunities during 
this period of market turbulence, they may look to 
opportunistic strategies such as distressed credit. 
However, we believe that distressed lending has 
limitations. 

Following the last downturn, for instance, private 
equity sponsors have tightened documentation on loan 
transfers, which has limited the opportunities available 
to distressed funds. Additionally, distressed buyers 
typically invest in more cyclical industries such as 
hospitality, retail, and automotive. We believe that the 
COVID-19 crisis may dramatically change the business 
models of such industries, potentially over the long 
term. 

Distressed lending may create a conflict for ESG-
conscious investors. For example, it creates additional 
pressure and instability on management teams and 
longer-term ‘par’ stakeholders during restructuring 
processes. Investors may be conflicted with the methods 
used when extracting value from failing companies.

Finally, subordinated credit funds outperformed 
distressed credit funds 60% of the time between 
2003 and 2017, and their returns were less volatile.  
Distressed credit is a highly opportunistic asset class 
and tends to offer less favorable risk-adjusted returns 

compared to subordinated credit, apart from the odd 
vintage. 

Sourcing Attractive Opportunities
During a downturn, volume and issuance of loans 
initially decreases, but an experienced private credit 
manager can leverage existing relationships to create 
opportunities. 

Take the secondary market: the average bid price for 
leveraged loans in the S&P European Leveraged Loan 
Index (ELLI) took a sharp nosedive in Q1 2020, falling 
to 78.92 in March 2020 before rebounding somewhat. 
However, we were able to commit to a number of high-
quality investments at attractive yields on the secondary 
market. Experienced managers with a focused database 
of credits are in a particularly strong position, as they 
have tracked some companies for years. 

Then there are primary market opportunities. Private 
credit managers with a reputation for being reliable 
and constructive during the credit structuring process 
are still able to originate attractive investments. Also 
important are strong relationships with private equity 
sponsors. 

Looking Ahead: A Reset Credit Cycle
Following a downturn, the credit cycle typically enters 
a period of repair and recovery. The post-GFC period 
was marked by better economics which drove attractive 
returns for private credit, with 2008 vintages notable 
for their high performance. We believe that 2020/2021 
vintages will behave similarly. 

Coming out of the downturn, we expect the strongest 
credits to come to market first, with portfolios that 
invest in cyclical industries struggling. Lenders may gain 
more information rights and other documentation rights 
(such as reducing cash leakage). ESG will likely remain 
an important consideration.

We believe this is a particularly attractive time to invest 
in private credit to secure attractive risk-adjusted 
returns. The best managers can draw on significant 
investment experience across multiple cycles and aim to 
build and proactively manage resilient portfolios. 

For Professional Investors only. All investing involves risk, including the risk of capital loss. MV Credit is an entity of Natixis Investment Managers, the holding 
company of a diverse line-up of specialized investment management and distribution entities worldwide. Services and products managed by MV Credit are not 
available to all investors in all jurisdictions. Provided by Natixis Investment Managers UK Limited, authorised and regulated by the Financial Conduct Authority 
(register no. 190258). Registered Office: Natixis Investment Managers UK Limited, One Carter Lane, London, EC4V 5ER. ADINT195-1019
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For Professional Investors only. All investing involves risk, including the risk of capital loss. MV Credit is an entity of Natixis Investment Managers, the holding 
company of a diverse line-up of specialized investment management and distribution entities worldwide. Services and products managed by MV Credit are not 
available to all investors in all jurisdictions. Provided by Natixis Investment Managers UK Limited, authorised and regulated by the Financial Conduct Authority 
(register no. 190258). Registered Office: Natixis Investment Managers UK Limited, One Carter Lane, London, EC4V 5ER. ADINT195-1019
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Natixis Investment Managers, Switzerland Sàrl, Rue du Vieux Collège 10, 1204 Geneva, Switzerland or its representative office in Zurich, Schweizergasse 6, 8001 
Zürich. ● In the British Isles: Provided by Natixis Investment Managers UK Limited which is authorised and regulated by the UK Financial Conduct Authority 
(register no. 190258) - registered office: Natixis Investment Managers UK Limited, One Carter Lane, London, EC4V 5ER. When permitted, the distribution of this 
material is intended to be made to persons as described as follows: in the United Kingdom: this material is intended to be communicated to and/or directed at 
investment professionals and professional investors only; in Ireland: this material is intended to be communicated to and/or directed at professional investors only; 
in Guernsey: this material is intended to be communicated to and/or directed at only financial services providers which hold a license from the Guernsey Financial 
Services Commission; in Jersey: this material is intended to be communicated to and/or directed at professional investors only; in the Isle of Man: this material is 
intended to be communicated to and/or directed at only financial services providers which hold a license from the Isle of Man Financial Services Authority or 
insurers authorised under section 8 of the Insurance Act 2008. ● In the DIFC: Provided in and from the DIFC financial district by Natixis Investment Managers 
Middle East (DIFC Branch) which is regulated by the DFSA. Related financial products or services are only available to persons who have sufficient financial 
experience and understanding to participate in financial markets within the DIFC, and qualify as Professional Clients or Market Counterparties as defined by the 
DFSA. No other Person should act upon this material. Registered office: Unit  L10-02, Level 10 ,ICD Brookfield Place, DIFC, PO Box 506752, Dubai, United Arab 
Emirates. ● In Taiwan: Provided by Natixis Investment Managers Securities Investment Consulting  (Taipei) Co., Ltd., a Securities Investment Consulting 
Enterprise regulated by the Financial Supervisory Commission of the R.O.C. Registered address: 34F., No. 68, Sec. 5, Zhongxiao East Road, Xinyi Dist., Taipei 

City 11065, Taiwan (R.O.C.), license number 2020 FSC SICE No. 025, Tel. +886 2 8789 2788. ● In Singapore: Provided by Natixis Investment Managers 

Singapore Limited (company registration no. 199801044D) to distributors and institutional investors only.  ● In Hong Kong: Provided by Natixis Investment 

Managers Hong Kong Limited to institutional/ corporate professional investors only.  ● In Australia: Provided by Natixis Investment Managers Australia Pty Limited 

(ABN 60 088 786 289) (AFSL No. 246830) and is intended for the general information of financial advisers and wholesale clients only. ● In New Zealand: This 

document is intended for the general information of New Zealand wholesale investors only. This is not a regulated offer for the purposes of the Financial Markets 
Conduct Act 2013 (FMCA) and is only available to New Zealand investors who have certified that they meet the requirements in the FMCA for wholesale 

investors. Natixis Investment Managers Australia Pty Limited is not a registered financial service provider in New Zealand. ● In Latin America: Provided by Natixis 

Investment Managers S.A. ● In Chile: Esta oferta privada se inicia el día de la fecha de la presente comunicación. La presente oferta se acoge a la Norma de 

Carácter General N° 336 de la Superintendencia de Valores y Seguros de Chile. La presente oferta versa sobre valores no inscritos en el Registro de Valores o 
en el Registro de Valores Extranjeros que lleva la Superintendencia de Valores y Seguros, por lo que los valores sobre los cuales ésta versa, no están sujetos a 
su fiscalización. Que por tratarse de valores no inscritos, no existe la obligación por parte del emisor de entregar en Chile información pública respecto de estos 

valores. Estos valores no podrán ser objeto de oferta pública mientras no sean inscritos en el Registro de Valores correspondiente. ● In Colombia: Provided by 

Natixis Investment Managers S.A. Oficina de Representación (Colombia) to professional clients for informational purposes only as permitted under Decree 2555 of 
2010. Any products, services or investments referred to herein are rendered exclusively outside of Colombia. This material does not constitute a public offering in 

Colombia and  is addressed to less than 100 specifically identified investors. ● In Mexico: Provided by Natixis IM Mexico, S. de R.L. de C.V., which is not a 

regulated financial entity, securities intermediary, or an investment manager in terms of the Mexican Securities Market Law (Ley del Mercado de Valores) and is 
not registered with the Comisión Nacional Bancaria y de Valores (CNBV) or any other Mexican authority. Any products, services or investments referred to herein 
that require authorization or license are rendered exclusively outside of Mexico. While shares of certain ETFs may be listed in the Sistema Internacional de 
Cotizaciones (SIC), such listing does not represent a public offering of securities in Mexico, and therefore the accuracy of this information has not been confirmed 
by the CNBV. Natixis Investment Managers is an entity organized under the laws of France and is not authorized by or registered with the CNBV or any other 
Mexican authority. Any reference contained herein to “Investment Managers” is made to Natixis Investment Managers and/or any of its investment management 

subsidiaries, which are also not authorized by or registered with the CNBV or any other Mexican authority. ● In Uruguay: Provided by Natixis Investment 

Managers Uruguay S.A., a duly registered investment advisor, authorised and supervised by the Central Bank of Uruguay. Office: San Lucar 1491, Montevideo, 

Uruguay, CP 11500. The sale or offer of any units of a fund qualifies as a private placement pursuant to section 2 of Uruguayan law 18,627. ● The above 

referenced entities are business development units of Natixis Investment Managers the holding company of a diverse line-up of specialised investment 
management and distribution entities worldwide. The investment management subsidiaries of Natixis Investment Managers conduct any regulated activities only 
in and from the jurisdictions in which they are licensed or authorised. Their services and the products they manage are not available to all investors in all 
jurisdictions. It is the responsibility of each investment service provider to ensure that the offering or sale of fund shares or third party investment services to its 
clients complies with the relevant national law. 
The provision of this material and/or reference to specific securities, sectors, or markets within this material does not constitute investment advice, or a 
recommendation or an offer to buy or to sell any security, or an offer of any regulated financial activity. Investors should consider the investment objectives, risks 
and expenses of any investment carefully before investing. The analyses, opinions, and certain of the investment themes and processes referenced herein 
represent the views of the portfolio manager(s) as of the date indicated. These, as well as the portfolio holdings and characteristics shown, are subject to change. 
There can be no assurance that developments will transpire as may be forecasted in this material. The analyses and opinions expressed by external third parties 
are independent and does not necessarily reflect those of Natixis Investment Managers. Although Natixis Investment Managers believes the information provided 
in this material to be reliable, including that from third party sources, it does not guarantee the accuracy, adequacy, or completeness of such information. May not 
be redistributed, published, or reproduced, in whole or in part. Amounts shown are expressed in USD unless otherwise indicated. 
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