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Consistency is the North Star 
for Direct Lenders 
October 2025

Pemberton’s Mid-Market Direct Lending strategy has delivered steady performance through turbulent times 
by focusing consistently on credit fundamentals and relative value.

Europe’s economies have endured repeated bouts 
of turbulence over the past five years – the Covid 
shock and supply chain disruptions that followed, a 
major energy price shock following Russia’s invasion 
of Ukraine, surging inflation and interest rates and 
most recently the imposition of tariffs by the Trump 
administration. 

But in a period when uncertainty and volatility have hit 
most parts of the financial markets, direct lending to 
mid-market European companies via first lien senior 

secured loans has been a steady source of returns, 
presenting a strong argument for investors to regard 
this as a core asset class through the cycle. 

Across the three most recent vintages of Pemberton’s 
Mid-Market Debt (MDF) strategy, starting in 2017, we 
have raised almost €11bn and delivered returns in line 
with or above our initial targets1. 

What explains these results? The answer is unglamorous 
but valuable: consistency.

1Past performance is not a reliable indicator of future results.
2Operating metrics shown for the realised and unrealised portfolios and weighted by fund commitments, as at 30th June 2025. 
3Reflects seniority at underwriting. 
4Underwriting categorised as Sole and Lead Arranger. 

Mid-Market Debt Funds II-IV Summary Statistics
Consistent investment philosophy and metrics across recent fund vintages

The Portfolio Metrics highlighted above most accurately represent the current data and philosophy for this strategy.
Source: Pemberton Capital Advisors LLP

Defensive 1st Lien portfolios generating attractive risk adjusted returns

Mid-Market Debt Fund II2 Mid-Market Debt Fund III2 Mid-Market Debt Fund IV2

Total Fund Size €3.0bn €3.8bn €4.1bn

Senior Secured 1L3 100% 99% 100%

Sole/Lead UW4 93% 84% 90%

Maintenance Covenants 100% 97% 95%

Average leverage 4.7x 4.9x 4.6x

Average LTV 50% 46% 42%

Average EBITDA €30m €46m €47m
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Across the key metrics for our three most recent fund 
vintages, the consistency of our investment approach 
is clear: tight focus on senior secured, first-lien lending 
on deals where we are almost always the sole or lead 
underwriter and where the deal documentation provides 
high levels of protection for our LPs. This puts us in the 

strongest possible position to manage situations where 
a borrower hits problems. We focus on companies with 
a strong market position, strong track record, strong 
management teams and proven sponsor shareholders 
and we aim to structure a large margin of safety with 
conservative loan-to-value levels. 

The Factors that Explain Consistent Performance Across Vintages
The ability of our MDF strategy to maintain a consistent investment focus through successive fund generations is 
explained by key structural and market factors. 

Segmentation of Strategies
First, Pemberton segments its direct lending platform 
into distinct, targeted strategies that offer LPs a variety 
of ways to gain private credit exposure according to 
their preferences. By doing this, we can maintain the 
focus within each strategy that we have set out for 
investors and allow each of our strategies to grow 
steadily from generation to generation. For MDF, this 
means we have not migrated to larger borrowers or 
accepted an increase in covenant-lite structures. Style 
drift among managers seeking to deploy much larger 
funds is one of the commonest complaints among LPs 
ofprivate credit managers. A segmented approach allows 
LPs to maintain the market exposure that suits them, as 
well as ensuring the private equity sponsors we deal with 
have a clear understanding of what we can offer. 

Broad Coverage
With eight offices across Continental Europe and two 
in the UK, Pemberton has comprehensive coverage 
of Europe’s most active direct lending markets and 
therefore a highly effective origination engine for its 
range of strategies. This produces a large pipeline of 
potential transactions and allows our teams to source 
sufficient deals of the right quality while maintaining 
our high level of selectivity. Over the last several years, 
we have generally only funded ca. 5% of all incoming 
investment opportunities. In a fragmented market such 
as Europe, with varying legal regimes and levels of 
creditor protection across different countries, we believe 
teams on the ground with deep local knowledge are 
essential to deliver consistent performance. 

The European Private Credit Opportunity
The fact that Pemberton has remained focused on first 
lien senior secured lending to mid-market borrowers 
at attractive loan-to-values (LTV) indicates the size of 
the long-term opportunity for private credit in Europe. 
This is most strikingly illustrated by the difference 
between private credit’s market share of European 
corporate lending versus its dominance in the US.  
Private credit represents only 12% of corporate lending 
in Europe compared to 75% in the US therefore 
illustrating the growth potential for the asset class in 
Europe. European banks still provide a large share of 
corporate lending but are in steady retreat, thanks to 
tightening regulation and their high cost of capital. 
Equally, private equity, a major source of deal flow for 
direct lenders such as Pemberton, still has significant 
scope to penetrate Europe’s fragmented M&A markets 
further. As their non-bank funding options have 
increased, sponsors have shown a consistent preference 
for the structuring expertise and certainty of funding 
that private credit managers such as Pemberton provide. 

We believe that these three attributes – tightly targeted 
strategies, Continent-wide coverage and the relative 
immaturity of the European market – will allow our MDF 
strategy to continue delivering consistent returns from 
our segment of the market. With this much runway for 
growth, we see no need to relax our strategic focus. 
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Disclaimer
This document references the Pemberton Mid-Market Debt strategy 
and is intended only for the person to whom it has been delivered. 
This document is solely for discussion / information purposes only 
and does not constitute an offer or a firm commitment of any kind to 
provide any investment opportunity, fund structure or return. It should 
only be used for evaluation of any facts presented herein. 

Investment in instruments that the strategy may reference are 
likely to be long-term and of an illiquid nature. Such instruments 
are also likely to involve an above average level of risk. This 
document does not purport to identify all of the risk factors 
associated with any exposure to such a strategy and prospective 
investors should make their own assessment of any risk involved 
in seeking exposure to the strategy or instruments referenced 
therein. There is no guarantee of trading performance and past or 
projected performance of the strategy or instruments referenced 
is no indication of current or future performance / results. The 
value of investments may fall as well as rise. 

Exposure to the strategy is suitable only for sophisticated investors and 
requires the financial ability and willingness to accept for an indefinite 
period of time the risks and lack of liquidity inherent in the strategy or 
instruments referenced therein. 

Any third-party information (including any statements of opinion 
and/or belief) contained herein is provided by Pemberton Asset 
Management group of companies, being. Pemberton Asset 
Management S.A., Pemberton Capital Advisors LLP and any other 
affiliates (“we”, “our” or “us”) and has not been independently verified. 

Statements of opinion, market or performance information and any 
forecasts or estimates contained in this document are prepared on the 
basis of assumptions and conclusions reached and are believed to be 
reasonable by us at the time. 

No representation, warranty, assurance or undertaking (express or 
implied) is given (and can therefore not be relied upon as such), 
and no responsibility or liability is or will be accepted by us or any 
of our affiliates or our respective officers, employees or agents as 
to the adequacy, accuracy, completeness or reasonableness of the 
information, statements and opinions expressed in this document. Any 
opinions expressed in this document do not constitute legal, tax or 
investment advice and can therefore not be relied upon as such. Please 
consult your own legal or tax advisor concerning such matters.

The information contained in this document (which does not purport 
to be comprehensive) is believed to be accurate only at the date of this 
document and does not imply that the information herein is correct 

at any time subsequent to the date hereof and such information is 
subject to change at any time without notice. The views expressed 
herein are subject to change based on market and other conditions 
and we give no undertaking to update the information, to reflect 
actual events, circumstances or changes in expectations or to provide 
additional information after its distribution, even in the event that the 
information becomes materially inaccurate.

The recipient acknowledges and agrees that no person has, nor is 
held out as having, any authority to give any statement, warranty, 
representation, assurance or undertaking on our behalf in connection 
with any potential investment. No part of this document may be 
reproduced in any manner without our written permission. 

This document has been prepared and issued for use in the UK 
and all countries outside of the European Union and Middle 
East by Pemberton Capital Advisors LLP. Pemberton Capital 
Advisors LLP is authorised and regulated by the Financial Conduct 
Authority (“FCA”) and entered on the FCA Register with the 
firm reference number 561640 and is registered in England and 
Wales at 5 Howick Place, London SW1P 1WG, United Kingdom. 
Registered with the US. Securities and Exchange Commission as an 
investment adviser under the U.S. Investment Advisers Act of 1940 
with CRD No. 282621 and SEC File No. 801-107757. Tel: +44(0) 207 
993 9300. 

This document has been prepared and issued for use in the 
European Union by Pemberton Asset Management S.A.. 
Pemberton Asset Management S.A. is authorised and regulated 
by the Commission de Surveillance du Secteur Financier (“CSSF”) 
and entered on the CSSF Register with the firm reference numbers 
A1013 & A1342 and is registered in Grand Duchy of Luxembourg 
at 70 route d’Esch, L 1470. Pemberton reports to the US. Securities 
and Exchange Commission as a reporting exempt investment 
adviser under the U.S. Investment Advisers Act of 1940 with CRD 
282865 and SEC File No. 802-107832. Tel: +352 26468360. 

This material is being distributed/issued in the Middle East by 
Pemberton Capital Advisors LLP (DIFC Branch) (“PCA DIFC”). PCA 
DIFC is regulated by the Dubai Financial Services Authority (“DFSA”). 
This document is intended only for Professional Clients or Market 
Counterparties as defined by the DFSA and no other person should act 
upon it.

www.pembertonam.com 

Pemberton is a registered trademark. © Pemberton
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