
 

Restructuring Series: Experience Matters     
 

 

Despite stringent credit selection and partnering with supportive private equity sponsors, some private debt portfolio 

companies underperform expectations, particularly during a downturn such as the Great Financial Crisis (“GFC”). 

Restructurings can result from this underperformance, with an increase expected to result from the Covid-19 crisis.  

For an investor targeting performing credits, restructurings are certainly not ideal. Restructurings can change the terms of 

the original loan agreement in a number of ways including; altering debt pricing, extending the debt’s legal maturity, 

altering the capital structure with a new money injection, swapping debt for equity, or even writing off a loan entirely.  

Since inception in 2000, MV Credit has been involved in a few restructuring scenarios, most of which date back to the GFC. 

Whilst the restructurings had different circumstances and involved a range of key players; experience demonstrated the 

ways in which a private debt investor can seek to safeguard its investment and enter a restructuring on a solid footing:   

• Identify problems early. An astute investor is always on the lookout for early signs of underperformance, regardless 

of the economic environment. Waiting for covenant breaches to indicate a company’s deteriorating performance will 

delay action resulting in the loss of valuable time. MV Credit adopts an approach of “healthy paranoia” towards all its 

portfolio companies and its monitoring processes aim to pick up on early warning signals of underperformance. A key 

part of this is its independent Credit Monitoring Team, which systematically monitors each portfolio company alongside 

the Deal Team, using proprietary non covenant based financial ratios.  

• If there are signs of underperformance, it’s essential to start discussions early, even informally. During the GFC, MV 

Credit was proactive in reaching out to private equity sponsors when it detected underperformance, and it has 

rigorously continued with this approach during the Covid-19 crisis. Gaining a sense of the sponsor’s next steps is 

crucial to assessing the future of a company and likelihood of a turnaround.   

Once in a restructuring scenario, MV Credit advice to lenders would be to:   

• Aim for a consensual solution and maintain dialogue. MV Credit seeks to resolve restructurings through a 

consensual, out-of-court approach, with an agreement typically based on full consent by the debt lenders, or a majority 

of lenders. MV Credit is generally reluctant to pursue legal enforcement during a restructuring and believes that working 

collaboratively is usually the best way to minimise credit losses and ensure that trustworthy relationships are 

maintained.  

o Only one of MV Credit’s historical restructurings was ultimately non-consensual, with MV Credit challenging 

a UK scheme of arrangement.  

o Other investors, such as distressed lenders, can be obstacles to co-operation. In a few instances during the 

GFC, distressed debt funds challenged MV Credit’s position whilst seeking an opportunistic profit. However, 

future restructurings may see distressed lenders pose fewer challenges; with private equity sponsors seeking 

to protect their portfolio companies with restrictions on transfers
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 and potentially looking to use cov-lite 

documentation to resist attempts to seize control of their investments
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. 

• Be active in negotiations. When investing in subordinated assets, MV Credit will usually be one of a handful of lenders 

(typically up to three), or even the sole lender in the subordinated tranche. This can ensure a key role in a restructuring 

and afford the ability to engage in bilateral discussions with the private equity sponsor and other key players. During 

the GFC, MV Credit frequently adopted a leadership role in restructurings, often playing an important role in formal or 

informal “Steering Committees”, which are led by a group of elected lenders. This gave the firm leverage and a greater 

platform to put across its views and interests.  

o During the GFC, MV Credit played key roles including coordinating the Mezzanine response as one of the main 

Mezzanine lenders and representing Mezzanine lenders during negotiations.   

Given the current economic turbulence, investors are focusing a lot of effort into monitoring their existing portfolios. 

However, some newer players may be limited by a lack of restructuring experience. MV Credit has gained this experience 

since its inception in 2000 and puts the lessons learnt at the forefront of its investing. MV Credit’s supportive conduct 

during past restructurings and its excellent relationship with private equity sponsors help provide goodwill and certainty 

should a restructuring arise. Crucially, most of the senior members of MV Credit joined the firm prior to the GFC, whilst MV 

Credit’s Head of Restructuring is one of the firm’s founding Partners. This experienced team can provide invaluable 

leadership and experience during the potentially turbulent times ahead.  
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Disclaimer  

This White Paper (this “White Paper”) is being provided by MV Credit Partners LLP (“MV Credit”), a firm authorised and 

regulated by the UK Financial Conduct Authority (the “FCA”). 

 

This White Paper is not intended to create any right of a legally binding or enforceable nature between MV Credit and the 

recipient in respect of the provision of services or products. It does not purport to be a comprehensive review of any 

recipient’s investment objectives, financial situation or particular needs. The contents of this White Paper do not constitute 

legal, tax or investment advice. 

 

Recipients of this White Paper should make their own investigations and evaluations of the information contained herein 

and investors should consult their own legal, tax or relevant professional advisor or attorney with regard to their specific 

situations. 

 

No representation or warranty is or will be made or given, express or implied, and no responsibility or liability will be 

accepted by or on behalf of MV Credit nor any of their affiliates or respective members, directors, officers, employees, 

advisers, agents, representatives, subsidiaries or corporate parents or by any other person as to, or in relation to, the 

accuracy, fairness, correctness or completeness of the preliminary information contained in this White Paper, the 

information or opinions contained herein or supplied herewith or any other written or oral information made available to 

any person, which all remain subject to amendment and updating and which may not be complete. No liability whatsoever 

(for negligence or otherwise) is accepted by MV Credit nor any of their affiliates or respective members, directors, officers, 

employees, advisers, agents, representatives, subsidiaries or corporate parents for any loss howsoever arising, directly or 

indirectly, from any use of this White Paper or otherwise arising in connection therewith. 

 

This material is communicated in accordance with Article 14 (Investment Professionals), Article 21 (Certified high net worth 

individuals) and Article 22 (High net worth companies) of the Financial Services and Markets Act 2000 (Promotion of 

Collective Investment Schemes) (Exemptions) Order 2001, or pursuant to the permitted exemptions made available by the 

FCA in section 4.12 of its Conduct of Business Sourcebook and is not intended for retail clients (as defined in the FCA Rules) 

who should not, and cannot, rely on information here. Any offering or solicitation will be made only to such qualified 

prospective investors at a later date pursuant to the relevant offering documentation and/or investment agreement of a 

relevant investment product, all of which should be read in their entirety. 

 

The distribution of this White Paper in other jurisdictions may be restricted by law, and persons into whose possession this 

White Paper comes should inform themselves about, and observe, any such restrictions. 

 

Neither MV Credit nor any of its directors, officers, employees, advisers, agents, representatives, subsidiaries, corporate 

parents and affiliates undertake any obligation to update or revise this White Paper, the information or opinions contained 

herein or supplied here with or any other written or oral information made available to any of the prospective investors and 

their respective directors, officers, employees, advisers, agents and representatives. 
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