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Private Debt Deals: North America vs. Europe
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2017 saw the highest level of fundraising activity for private debt funds to date, a strong indication of increasing
investor appetite for the asset class. However, fund managers must now put this capital to work. In a recent
Preqin survey, the largest proportion of fund managers cited valuations (49%) and deals flow (37%) as key
challenges facing private debt in 2018.

Despite concerns regarding competition and access to high-quality deals, the number of private debt-backed
deals based in North America has increased since 2010, reaching its highest point in 2017. The region has
accounted for a significant proportion of deal activity in the last decade or so, accounting for 55% of deals
completed in 2010, and increasing gradually, but steadily to 71% in 2017. By contrast, Europe has seen a slight
decrease in deals completed over the same time period: in 2010, the region accounted for 41% of deals, but made
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up just 27% of deals in 2017.

Proportions of private debt deal value by region have acted much more erratically in the past few years. In 2010,
Europe accounted for 40% of the value of private debt deals, while North America accounted for 58%. Europe
then saw a steady and steep decrease in proportion of deal value over the next five years, accounting for a low of
10% in 2015, while in the same year North America deals accounted for 82% of transaction value. Europe then
saw its deal value proportion jump back up to 20% in 2016 and then increased again to 35% in 2017.
Meanwhile, North America has consistently made up over half of deal value in the private debt market over the
past decade.

Deal origination is likely to remain a key concern for fund managers given the high levels of dry powder in
Europe and smaller firms at risk being pushed out by larger debt providers in North America. However, the
amount of capital entering the market is a positive sign for the asset class, and should encourage managers to
think of innovative ways to put investor capital to work.
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