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Private Debt Dry Powder Reaches New Record
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The capital available to be deployed by private debt fund managers has reached a new record in October 2017,
peaking at $226bn. Thisisin part due to record fundraising in Q4 2016, followed by robust quarterly fundraising
in 2017 so far — over the 12 months to the end of September, fund managers have secured $126bn from
investors. It may also be indicative of a challenging deal making market, with high pricing making it more
difficult for fund managers to find attractive opportunities into which to deploy capital. Ultimately, managers
may deploy accumulated capital at a slower rate, as they endeavour to find the most effective opportunities
available.

However, it isimportant to note that dry powder is not growing evenly across the industry, and in fact different
fund types are seeing opposing trends in the build-up of available capital. Record-breaking dry powder is driven
amost exclusively by direct lending funds: having stood at $61bn at the end of 2016, dry powder for direct
lending funds has risen to a record $74bn as of October, an increase of over afifth. This sharp uptick may be the
source of some of the concern felt by fund managers and investors alike about the available capacity of potential
deals for direct lending vehicles. However, Pregin research would suggest that robust deal making among small-
and mid-cap private equity buyout funds is producing enough opportunities to more than absorb currently
available dry powder.

By contrast, distressed debt and mezzanine funds have seen their dry powder decline from the end of 2016.
Mezzanine dry powder fell from $53bn in December 2016 to $50bn in October, while available capital for
distressed debt funds fell from $79bn to $72bn in the same period. This comes despite strong fundraising for
distressed debt funds in 2016 and 2017 YTD, and record fundraising for mezzanine funds in 2016. This would
indicate that fund managers of these vehicles are finding suitable deal opportunities into which to deploy capital
at afaster pace than even record fundraising can keep pace with — a further strong indication of the potential and
strength of the private debt market.
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