
PE CHALLENGES


-In the wake of rising interest rates investors have grown reluctant to fork    
out additional cash to start-ups


-The interest rate hikes that started in earnest last year have seen 
investors begin to question private as well as public company valuations.


-Private equity firms have been increasingly adding another layer of debt 
to their complex borrowing arrangements, raising concern among some 
investors about potential risks to the wider industry and the financial 
system.


-Hit by a drought of deals and dwindling cash, some buyout firms are 
starting to resort to backroom financing to help meet fund commitments 
or enable succession planning. The loans — backed by assets including 
the promise of future income — carry interest of as much as 19%, a rate 
that's more akin to the charges faced by consumers rather than 
corporate borrowing. Even a junk-rated company in the US paid 10% on 
a bond recently.


-Those high costs aren’t deterring private equity firms and experts say 
demand is at an all-time high. While some of the biggest lenders — such 
as Carlyle Group Inc. — say these debts are relatively safe, others are 
already starting to take precautions by adding covenants that enable 
seizure of other underlying fund assets, highlighting worries about 
possible losses. Some are warning of perils when a firm faces claims 
from more than one type of loan simultaneously.


-As negative sentiment continues to dog most asset classes, those 
considering private equity have questions of their own: what mechanisms 
is the sector developing to weather challenging macroeconomic 
environments? How accurate are unlisted company valuations? What 
sectors continue to see steady levels of dealmaking? How does private 
equity as an asset class compare to other alternative investments? And 
more broadly what is the outlook for PE?
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Disclaimer


DC Advisory Sagl (LLC), Switzerland issues this report as general information only, without taking into account the circumstances, needs or 
objectives of any of its readers. Readers should consider the appropriateness of any recommendation or forecast or other information for their 
individual situation and consult their investment advisor. 


DC advisory Sagl (LLC) shall not , nor its employees, associates or agents, be responsible for any loss arising from any investment based on 
any recommendation, forecast or other information herein contained. The contents of this publication should not be construed as an express 
or implied promise, guarantee or implication that the forecast information will eventuate, that readers will profit from the strategies herein or 
that losses in connection therewith can or will be limited. Any investment in accordance with the recommendations in an analysis, can be 
risky and may result in losses in particular if the conditions or assumptions used for the forecast or mentioned in the analysis do not 
eventuate as anticipated and the forecast is not realised. 


DC advisory Sagl (LLC) utilises financial information providers and information from such providers may form the basis for an analysis. DC 
advisory Sagl (LLC) accepts no responsibility for the accuracy or completeness of any information herein contained.
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