
NAV Financing –  
An opportunity for insurance CIOs 
May 2024

The rise of NAV financing for private equity  
buyout funds is drawing the attention of insurance 
company chief investment officers due to the 
attractive risk/return characteristics and strong 
structural credit protection features in a nascent 
and fast-growing asset class. 

Providing cross-collateralised loans against portfolios 
of seasoned assets owned by PE sponsors (through 
funds with a diversified holding of usually around 10 
portfolio company investments), NAV financing in the 
buyout arena is accelerating quickly amid growing 

awareness and adoption of the instrument by both 
GPs and LPs as a highly flexible tool that can be 
applied to a myriad of capital, liquidity, and value 
creation objectives.  

NAV finance offers a range of compelling risk/ 
reward features for insurance allocators and other  
fixed-income investors that make the asset class 
appealing either as an adjunct to, or as an alternative 
to, other public and private debt offerings – providing 
highly attractive returns on an absolute and  
risk-adjusted basis. 

The Key Attributes of NAV Finance 
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Generic core credit characteristics: 

• Cross-collateralised nature of NAV loans 

• Lending against seasoned portfolio assets 

• Low LTV ratios and high equity cushions 

• Multiple repayment sources and options 

• Beneficial priority cash sweep structures 

• Embedded structural lender protections  

• Ultra-low loan loss/default probabilities 

• Investment-grade rated (usually A-/BBB+) 

Insurance-specific characteristics: 

• Sub-IG returns for investment-grade risk  

• Favourable Solvency II capital treatment 

• ~200bps+ premium to public equivalents  

• Low volatility versus publicly traded debt 

• Portfolio and balance sheet diversification  

• Accessible via funds and/or co-investment 



NAV facilities can be structured in a range of bespoke risk/return 
profiles according to the requirements of the borrower, the lender 
and underlying fund investors – ranging from senior debt to 
preferred equity.  

The lower-risk core NAV product – which generally has low  
loan-to-value (LTV) ratios in the range of 10-30%, high equity 
cushions of 70-90%, and tight financial covenants – is especially 
applicable to insurance investors looking for yield enhancement 
and diversification into asset classes that also carry favourable 
solvency capital requirement (SCR) treatment under the Solvency 
II regime. 

As loans that are cross-collateralised on seasoned portfolio  
assets, with multiple sources of repayment and low LTVs,  
core NAV financing facilities carry investment grade ratings – 
typically A- or BBB+. However, these loans deliver attractive  
sub-investment grade returns – yielding anywhere from 200bps 
to 400bps over equivalent publicly traded debt, with substantially 
lower volatility than public market equivalents and ultra-low loan  
loss/default rates. 

NAV financing is as an all-weather strategy that can deliver 
attractive risk/reward outcomes throughout the economic cycle,  
in both good and bad environments, with the multi-asset and 
highly diversified nature of the product acting as a risk mitigant 
and volatility buffer for investors in deteriorating credit markets. 

In addition defensive NAV Financing transactions offer  strong 
appealing characteristics for insurance CIOs, namely an investment 
grade rating and a favourable SCR treatment. This result in a very 
attractive return on regulatory capital and an interested cash yield 
to generate income for the balance sheets. 

Given the rapid growth in awareness and adoption of the NAV 
asset class – which several industry estimates have predicted could 
grow almost tenfold from its current market size of $80-100bn to 
around $700bn by 2030 – the asset class remains very  
under-served, with fewer than 10 dedicated institutional capital 
providers alongside the banks that have traditionally dominated 
the lending space but which are now generally pulling back due to 
regulatory capital pressures.

As a leading private credit manager, Pemberton leverages its local 
market expertise, enabled by an extensive office network located 
across the 10 key European economies, to maintain value-additive 
relationships with LPs. This local market presence and experience, 
drawing on our review of over 3,375* deals, provides a distinct 
advantage in identifying, evaluating, and realising investment 
opportunities, making us an attractive partner for institutional 
investors such as insurance companies. As NAV finance rapidly 
matures into a mainstream instrument widely adopted by the PE 
buyout ecosystem, Pemberton is poised to continue to provide 
our investors with diversified, attractive risk-adjusted returns.
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*Companies reviewed since 2019.
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Disclaimer

This document is about the Pemberton NAV Financing Strategy and 
is intended only for the person to whom it has been delivered and is 
solely for discussion / information purposes 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.  

Certain information contained herein includes calculations or data that 
have been prepared internally and have not been audited or verified 
by a third party: as a result material differences may occur if using 
different methods for calculation or presenting information. There 
is no guarantee that the strategy, when implemented, will make the 
investments as discussed herein. 

This document contains forward-looking statements, which give current 
expectations of the strategy’s future activities and future performance. 
Any or all forward-looking statements in this document may turn out 
to be incorrect. They can be affected by inaccurate assumptions or by 
known or unknown risks and uncertainties. Although the assumptions 
underlying the forward-looking statements contained herein are 
believed to be reasonable, any of the assumptions could be inaccurate 
and, therefore, there can be no assurances that the forward-looking 
statements included in this document will prove to be accurate.  
In light of the significant uncertainties inherent in the forward-looking 
statements included herein, the inclusion of such information should 
not be regarded as a representation that the objectives and plans 
discussed herein will be achieved. Further, no person undertakes any 
obligation to revise such forward-looking statements to reflect events 
or circumstances after the date hereof or to reflect the occurrence of 
unanticipated events. In addition, the statements herein containing 
words such as “may,” “will,” “should,” “expect,” “anticipate,” “estimate,” 
“intend,” “continue” or “believe” (or the negatives thereof) or other 
variations thereon or comparable terminology are forward-looking 
statements and not historical facts. Due to various risks, uncertainties 
and assumptions, including, without limitation, those set forth herein, 
actual events or results or the actual performance of the investments 
may differ materially from those reflected in or contemplated by such 
forward-looking statements.  

Return targets are presented only for comparative purposes and 
as a guide to assist prospective investors in evaluating the strategy 
described herein and their implicit risk/reward ratio. Targeted returns 
are subjective determinations by us based on a variety of factors that 
we consider relevant, such as the historical performance of other 
similar investments, investment vehicles and strategy, leverage and 
market conditions. Targeted returns do not reflect either actual past 
performance or a guarantee of future performance. There can be no 
assurance that any return target will be met.   
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The information contained herein employs proprietary projections of 
expected returns as well as estimates of their future volatility.  
The relative relationships and forecasts contained herein are based 
upon proprietary research and are developed through analysis of 
historical data and capital markets theory. These estimates have certain 
inherent limitations and, unlike an actual performance record, they do 
not reflect actual trading, liquidity constraints, actual market conditions 
or fees and other costs. References to future returns are not promises or 
even estimates of actual returns that an investor portfolio may achieve. 
The forecasts contained herein are for illustrative purposes only and are 
not to be relied upon as advice or interpreted as recommendations.  

No representation or warranty is made by us or any of its related entities 
or affiliates as to the sufficiency, relevance, importance, appropriateness, 
completeness, or comprehensiveness of the market data, information or 
summaries contained herein for any specific purpose.   

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.   

These materials contain confidential and proprietary information,  
and their distribution or the divulgence of any of their contents to any 
person, other than the person to whom they were originally delivered 
and such person’s advisors, without our prior consent is prohibited.   

These materials are not intended for distribution to, or use by,  
any person or entity in any jurisdiction or country where such 
distribution or use would be contrary to law or regulation.  

This document has been prepared and issued for use in the UK and all 
countries outside of the European Union 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, L1470. 
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. 802107832.  
Tel: +352 26468360 

DIFC  

This material is being distributed/issued 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. Please note that this Fund is 
not based in the Dubai International Financial Centre (“DIFC”) and such 
type of funds would not be allowed under the current DFSA rules.  

United Arab Emirates (excluding Dubai)  

This document, and the information contained herein, does not 
constitute, and is not intended to constitute, a public offer of securities 
in the United Arab Emirates (“UAE”) and accordingly should not be 
construed as such. 

The interests in the Fund are only being offered to a limited number 
of exempt investors in the UAE who fall under one of the following 
categories of Exempt Qualified Investors:   

(1) an investor which is able to manage its investments on its own 
(unless such person wishes to be classified as a retail investor), namely:   

(a) the federal government, local governments, and governmental 
entities, institutions and authorities, or companies wholly-owned by any 
such entities;   

(b) foreign governments, their respective entities, institutions and 
authorities or companies wholly owned by any such entities;   

(c) international entities and organisations;   

(d) entities licensed by the Securities and Commodities Authority  
(the “SCA”) or a regulatory authority that is an ordinary or associate 
member of the International Organisation of Securities Commissions  
(a “Counterpart Authority”); or   

(e) any legal person that meets, as at the date of its most recent 
financial statements, at least two of the following conditions: (i) it has 
a total assets of AED 75 million; (ii) it has a net revenues of AED 150 
million; (iii) it has total net equities or paid capital of AED 7 million; or   

(2) a natural person licensed by the SCA or a Counterpart Authority to 
carry out any of the functions related to financial activities or services, 
(each an “Exempt Qualified Investor”).  

The interest in the Fund have not been approved by or licensed or 
registered with the UAE Central Bank, the SCA, the Dubai Financial 
Services Authority, the Financial Services Regulatory Authority or any 
other relevant licensing authorities or governmental agencies in the 
UAE (the “Authorities”). The Authorities assume no liability for any 
investment that the named addressee makes as an Exempt Qualified 
Investor. This document is for the use of the named addressee only 
and should not be given or shown to any other person (other than 
employees, agents or consultants in connection with the addressee’s 
consideration thereof).  

Qatar  

The interests in the Fund are only being offered to a limited number 
of investors who are willing and able to conduct an independent 
investigation of the risks involved in an investment in such interests. 
This document does not constitute an offer to the public and is for the 
use only of the named addressee and should not be given or shown 
to any other person (other than employees, agents or consultants in 
connection with the addressee’s consideration thereof). The Fund has 
not been and will not be registered with the Qatar Central Bank or 
under any laws of the State of Qatar. No transaction will be concluded 
in your jurisdiction and any inquiries regarding the interests in the Fund 
should be made to Anis Ghamgui.  

Kuwait  

This document is not for circulation to private investors nor to the 
public in Kuwait. The interests in the Fund have not been licensed for 
offering in Kuwait by the Kuwait Capital Markets Authority or any other 
relevant Kuwaiti government agency. The offering of the interests 
in the Fund in Kuwait on the basis of a private placement or public 
offering is, therefore, restricted in accordance with Law No. 7 of 2010 
and the bylaws thereto (as amended). No private or public offering of 
the interests of the Fund is being made in Kuwait, and no agreement 
relating to the sale of the interests in the Fund will be concluded in 
Kuwait. No marketing or solicitation or inducement activities are being 
used to offer or market the interests in the Fund in Kuwait. 
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