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The Covid-19 pandemic presents a unique challenge to the financial 

system. We believe Private Debt strategies, as long-term investors, 

have an important role to play in supporting the real economy during 

these difficult times, by understanding the threats and the 

opportunities facing our portfolio companies and helping them to 

financially structure these in the long term.

In these turbulent times, our local investment teams are actively 

monitoring our many portfolio companies and assessing the impact of 

the crisis. We have reached out to the management teams and 

sponsors of these portfolio companies over the past few weeks to 

review how the Covid-19 outbreak has impacted their businesses and 

offer our support. 

As a result of the outbreak, we believe all companies will be affected, 

some will suffer only temporary challenges, but other companies will 

fare the crisis less favourably. Many of the managers and sponsors we 

have spoken to have a positive and pragmatic approach in dealing with 

the crisis. Their top priorities so far have been to protect the health of 

the workforce and clients, capture opportunities borne from demand 

dislocation and liquidity preservation. 

As revenues and business activity are slowing or have come to a halt, 

liquidity for portfolio companies is key. Fixed charges, exceptional 

expenses related to a change of a company’s activity profile, increases 

of breakeven level and working capital needs have all been common 

topics throughout our discussions. Managers have quickly worked to 

address these issues by limiting cash out, increasing short-term 

financing lines available and, when possible, adapting their business 

model.
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Looking Ahead: The Role of Private Debt 

Strategies

As a result of the coronavirus pandemic, Governments and 

Central Banks around the world have put in place  

unprecedented stimulus packages to help maintain a 

certain level of economic activity, support businesses and 

limit the risk of default. In this unprecedented scenario, 

Private Debt strategies are actively engaging with portfolio 

companies in different ways. These include the issuance of 

several waiver requests related to deferred interest and 

debt amortisation payments, laxing of financial covenants 

and extensions to the deadline of certified accounts 

disclosures to support companies’ liquidity. In a similar way 

to banks, and on a case by case basis, Private Debt 

strategies have provided additional funding to portfolio 

companies by way of varied levels of securities packages 

and risk remuneration. 

As economies begin to slowly re-open, we do not know how 

long it will take for them to recover. We believe the 

available financing capacity of the financial system could 

potentially reach its saturation level as businesses make 

extensive use of the bank lines drawdown and guaranteed 

loans facilities. 

These evolving dynamics will likely accelerate the 

structural shift in the European lending landscape and 

alternative financings will help to transform liquidity needs 

into solvability requirements.

We believe Private Debt strategies have a long-term role to 

play, to offer tailor-made, long-term financing solutions, 

support debt expansion capex and refinancing debt. With 

over $112bn of dry power¹, we believe Private Debt 

strategies are in a good position to fill the gap for longer-

term financing.

Each economic downturn creates opportunities and 

challenges. As more companies look at Private Debt 

strategies as an alternative source of financing, the 

Muzinich investment team is actively seeking new 

investment opportunities. We believe the long-term value 

of investments will be a result of the strong fundamentals 

of the underlying companies, and the price should reflect 

the risk taken.
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1. Source: Preqin as of December 2019.
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Important Information

"Muzinich & Co.", “Muzinich” and/or the "Firm" referenced herein is defined as Muzinich & Co., Inc. and its 

affiliates. This document has been produced for information purposes only and is not intended to constitute an 

offering, advice or recommendation to purchase any securities or other financial instruments. The investment 

strategies and themes discussed herein may not be suitable for investors depending on their specific investment 

objectives and financial situation. Investors should conduct their own analysis and consult with their own legal, 

accounting, tax and other advisers in order to independently assess the merits of an investment.

The views and opinions expressed should not be construed as an offer to buy or sell or invitation to engage in 

any investment activity, they are for information purposes only, are as of the date of publication and are 

subject to change without reference or notification.  Certain information contained in this document 

constitutes “forward-looking statements,” which can be identified by the use of forward-looking terminology 

such as “may,” “will,” “should,” “expect,” “anticipate,” “project,” “estimate,” “intend,” “continue,” or 

“believe,” or the negatives thereof or other variations thereon or comparable terminology. Due to various risks 

and uncertainties, actual events, results or the actual performance of the securities, investments or strategies 

discussed may differ materially from those reflected or contemplated in such forward-looking statements. 

Nothing contained in this document may be relied upon as a guarantee, promise, assurance or a representation 

as to the future.

All information contained herein is only as current as of May 15, 2020 and may be superseded by subsequent 

market events or for other reasons.  Nothing contained herein is intended to constitute investment, legal, tax 

or other advice nor is it to be relied on in making an investment or other decision. Historic market trends and 

performance are not reliable indicators of actual future market behaviour or performance.

Past performance is not an indication of future performance. The value of an investment, and income 

generated (if any) may fall as well as rise and is not guaranteed. Investors may not get back the full amount 

invested and may lose the entire amount invested. Diversification does not assure a profit or protect against 

loss.

Certain information contained herein is based on data obtained from third parties and, although believed to be 

reliable, has not been independently verified by anyone at or affiliated with Muzinich & Co., Inc.; its accuracy 

or completeness cannot be guaranteed.

Alternative investments can be speculative and are not suitable for all investors.  Investing in alternative 

investments is only intended for experienced and sophisticated investors who are willing and able to bear the 

high economic risks associated with such an investment. Investors should carefully review and consider 

potential risks before investing.  Certain of these risks include: (a) Loss of all or a substantial portion of the 

investment; (b) Volatility of returns; and (c) Potential lack of diversification and resulting higher risk due to 

concentration within one of more sectors, industries, countries or regions.

No part of this material may be reproduced in any form or referred to in any other publication without express 

written permission from Muzinich. 

Issued in Europe by Muzinich & Co. Limited, which is authorised and regulated by the Financial Conduct 

Authority FRN: 192261. Registered in England and Wales No. 3852444. Registered address: 8 Hanover Street, 

London W1S 1YQ.  Muzinich & Co. Limited is a subsidiary of Muzinich & Co., Inc. Muzinich & Co., Inc. is a 

registered investment adviser with the Securities and Exchange Commission (SEC). Muzinich & Co., Inc.’s being 

a Registered Investment Adviser with the SEC in no way shall imply a certain level of skill or training or any 

authorization or approval by the SEC.


