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UK DB schemes face well-documented challenges

Funding levels
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Source: Purple Book, Broadridge analysis; Mercer’s European Asset Allocation Survey, 2017 

85%
UK DB schemes 
expected to be

cash-flow negative
in next 10 years

Meeting benefits payments
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• Higher risk-adjusted yield available across the credit continuum

• Benefit from a rising rate environment   

• Diversification of growth portfolio to improve investment outcomes 

• An additional tool to help meet cash flows and harvest illiquidity premium

• Lower mark-to-market volatility allowing pension funds to be long term

How investing across the credit continuum may help 



Access a wider range of credit opportunities beyond public bonds
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Source: AXA IM, SFD as of September 2017; based on Bloomberg; SIFMA; Thomson Reuters, Leveraged Loans Monthly; Preqin Quarterly Update: Private Debt 2016; White Clarke Group
Global Leasing Report 2017; Artemis: Q2 2017 Catastrophe Bond & ILS Market Report; ICC Global Trade Finance Survey 2016; SFD External Managers Research team.

Total Credit Universe
$30 tr

Public Credit
$17 tr

• Corporate credit

• High Yield bonds

• Emerging Market 
debt

• Leveraged Loans

• Direct Lending

• ABS / CLOs

• Mortgages

• Trade Finance

• Lease Finance

• ILS



Bank disintermediation

Risk-based regulation for 
institutional investors

Fading liquidity in bond 
markets

Benefit from a change of investment paradigm

4

Changes in the credit market Opportunities for investors

Plug the financing gap and diversify 
credit exposure

Secure a competitive advantage by 
accessing capital charge friendly, 

higher yielding alternative 
opportunities

Move from bonds towards private 
credit asset classes to harvest 

illiquidity premium



Adapt to market conditions and harvest alternative drivers of return
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In contrast to conventional credit, for which returns are extracted from spread 
tightening and default risk avoidance, Alternative Credit can exploit a wider range of 

return sources

Complexity 
premium

Illiquidity 
premium 

Mispricings Regulatory 
changes

Structuring 
Premium

Access to yield Diversification Manage volatility



Example: European Middle Market Loans

Source: AXA IM.  For illustrative purposes  only. Target returns are indicative and are not guaranteed.
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What is the 
opportunity?

Why consider 
investing?

• Directly originated floating rate loans to mid-market 
companies that are established businesses with 
limited access to capital markets 

• Focus on companies with EBITDA between €10m 
and €100m

• €15bn+ issuances in 2017

• Target return: 4 to 5%

• Tight and tailored covenants (no covenant-lite)

• Low leverage

• Low historical default rate and high recovery rate



Example: European Middle Market Loans
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Opportunity

• German medium-sized IT consulting 
and solutions provider with a focus 
on the public sector

• Strong position in its core market 
with high barriers to entry

• Steady market growth supported by 
demand for cybersecurity and 
ongoing digitalisation

Deal example

1 Source: AXA IM – Private Debt (unaudited) as at 30 March 2018. There can be no assurance that the Fund will implement its investment strategy or achieve its objectives.
Pictures for illustrative purposes only



Example: European Middle Market Loans

8

Deal example

1 Source: AXA IM – Private Debt (unaudited) as at March 30th 2018
There can be no assurance that the Fund will implement its investment strategy or achieve its objectives.
Pictures for illustrative purposes only

Geography Germany

Sector Software & Services

Type Unitranche

Maturity 7 years

EV (x EBITDA) 6.8x

Net Lev (@ closing 5.4x

Spread/Coupon E+625bps

Upfront Fees 1.50%

Key manager skills

• Strong sourcing power allowing to 
access all available deal flows

• Intensive credit analysis 

• Secure attractive spread with 
favourable upfront fees in reward

Key data
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• Higher risk-adjusted yield 

• Benefit from a rising rate 
environment   

• Diversification of growth 
portfolio 

• Help meet cash flow 
requirements

• Lower mark-to-market volatility

Capturing the potential benefits of investing across the credit continuum

Potential benefitsConsiderations and requirements

• Client context eg valuation framework and 
liquidity requirements

• Deep understanding of heterogeneous private 
transactions

• Efficient sourcing and implementation

• Risk factors that may impact asset classes eg
credit, performance, liquidity risk, regulatory 
change 

• Frequent and thorough portfolio monitoring
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Important Information

Not for Retail distribution. This document is intended exclusively for Professional, Institutional, Qualified or Wholesale Circulation must be restricted accordingly.

This document is for informational purposes only and does not constitute investment research or financial analysis relating to transactions in financial instruments as per MIF Directive 
(2004/39/CE), nor does it constitute on the part of AXA Investment Managers or its affiliated companies an offer to buy or sell any investments, products or services, and should not be 
considered as solicitation or investment, legal or tax advice, a recommendation for an investment strategy or a personalised recommendation to buy or sell securities. It has been 
established on the basis of data, projections, forecasts, anticipations and hypothesis which are subjective. Its analysis and conclusions are the expression of an opinion, based on available 
data at a specific date.

The views expressed do not constitute investment advice, do not necessarily represent the views of any company within the Group and may be subject to change without notice. Whilst 
every care is taken, no representation or warranty (including liability towards third parties), express or implied, is made as to the accuracy, reliability or completeness of the information 
contained herein.

All information in this document is established on data made public by official providers of economic and market statistics. AXA Investment Managers disclaims any and all liability relating 
to a decision based on or for reliance on this document. All exhibits included in this document, unless stated otherwise, are as of the publication date of this document. Furthermore, due 
to the subjective nature of these opinions and analysis, these data, projections, forecasts, anticipations, hypothesis, etc. are not necessary used or followed by AXA IM’s portfolio 
management teams or its affiliates, who may act based on their own opinions. 

AXA IM’s experience in managing, executing and investing in structured finance transactions and other transactions presented in herein is provided for information purposes only and may 
not be an appropriate indicator of AXA IM’s ability to manage and select similar transactions in the future; such securities are complex financial instruments not comparable one to 
another. Past performance is not indicative or constitutes a representation or guarantee as to future results or performance. The data provided herein are intended only to give recipients 
information concerning the general experience of AXA IM or AXA IM entity and are not intended as a representation or warranty by AXA IM, or any other person or entity as to the actual 
composition of or performance of any future investments.

Any securities that are based on the information contained herein, when and if offered, will not be registered with the U.S. Securities and Exchange Commission under the Securities Act of 
1933, any relevant issuer will not be registered under the U.S. Investment Company Act of 1940 of any state or foreign securities laws.

Accordingly, no representation, warranty or undertaking, express or implied, is made and no responsibility is accepted by AXA IM as to, or in relation to, the accuracy, completeness, 
reasonableness, reliability, credibility, relevance or otherwise of any information, assumptions, results or opinions referenced herein. No information referenced herein shall be relied 
upon as a representation or warranty of AXA IM, whether as to the past or the future. AXA IM shall not be liable for any direct, indirect or consequential loss or damage suffered by any 
person as a result of relying on any statement contained in the information referenced herein. The information referenced herein may, or may not, be freely available in the public domain, 
with or without, payment required for access, and AXA IM has not made, and will not make, any independent investigation as to the free or otherwise public availability of information 
referenced herein. Accordingly, AXA IM takes no responsibility for the accessibility or availability, whether past, present or future, of any information referenced herein.
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Important Information (continued)

The securities described herein are not suitable for all investors and nothing in this or any subsequent document or any communication should be construed as a recommendation by AXA 
IM or any of its respective affiliates to invest in the securities, or to refrain from investing in any other transaction. Nothing contained herein should be construed in any jurisdiction as tax, 
accounting, regulatory, legal, investment or other advice. Prior to entering into any proposed transaction you are advised to engage your own tax, accounting, regulatory, legal or other 
professionals to advise you as you deem necessary. You assume the terms, conditions and risks of the transaction for your own account and are capable of doing so. You (and each of your 
employees, representatives or other agents) may disclose to any and all persons, without limitation of any kind, the tax treatment and tax structure of the transactions contemplated by 
these materials and all materials of any kind (including opinions or other tax analyses) that are provided to you relating to such tax treatment and structure.

Recipients of this document are reminded that any purchase or subscription to any investment program or vehicle described herein may only be made to qualified investors and solely on 
the basis of information contained in a confidential private placement memorandum (the “Prospectus”), describing, among other things, the risks associated with such investment 
program or vehicle, which may be different from the information contained in this document, and related subscription materials. Any decision whether to invest in the related securities 
must be based on the information in the definitive Prospectus and not on the information contained herein which is incomplete, does not contain all of the information necessary to 
adequately evaluate the consequences of investing in the securities described herein and is qualified in its entirety by such Prospectus.

The information contained in this document has been provided by, or obtained from, AXA IM, professional consultants and/or public sources and is in summary form for convenience of 
presentation. None of this document, the information contained in it shall form the basis of any contract. 

The information contained in this document should not be assumed to have been updated at any time subsequent to May 2018  and the distribution of this document does not constitute 
a representation by any person that such information will be updated at any time after the date of this document. AXA IM expressly does not undertake to revise or update such 
information. This document is confidential and is intended solely for the information of the person to which it has been delivered by AXA IM. It is not to be reproduced or transmitted, in 
whole or in part, by any means, to third parties without the written prior consent of AXA IM. In addition, these materials may not be disclosed, in whole or in part, or summarized or 
otherwise referred to except as agreed in writing by AXA IM.

By receiving this document and the sources of information contained herein, the recipient acknowledges that it is doing so on the basis of the foregoing, accepting all the limitations set 
out herein, and solely at its own risk. This document is not to be distributed to, nor to be read by, retail clients.

The information in this marketing communication does not constitute an offer, solicitation or recommendation for the purchase or sale of any securities or other financial instruments nor 
does it constitute advice, a personal recommendation or otherwise or an expression of our view as to whether a particular security or financial instrument is suitable or appropriate for a 
recipient and meets their financial or any other objectives. Any such offering may be made only in the final offering documents relating to the relevant transaction; the distribution of 
which may be restricted by law. The information is not based on the particular circumstances of any named recipient. Potential investors must make their own investment decisions 
whether or not to invest in any investment. AXA IM is not acting in the capacity of advisor or fiduciary of any recipient. 
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Important Information (continued)

Forward-looking information contained herein is subject to certain inherent limitations. Such information is information that is not purely historical in nature and may include, among 
other things, proposed or target portfolio composition, specific investment strategies and forecasts of future market or economic conditions. Any forward-looking information contained 
herein is based upon certain assumptions, which are unlikely to be consistent with, and may differ materially from, actual events and conditions. In addition, not all relevant events or 
conditions may have been considered in developing such assumptions. Accordingly, actual results will vary and the variations may be material. Prospective investors should understand 
such assumptions and evaluate whether they are appropriate for their purposes. These materials may also contain historical market data; however, historical market trends are not 
reliable indicators of future market behavior.

AXA IM makes no representation or warranty, express or implied, as to the fairness, accuracy or completeness of the information contained herein and nothing contained herein shall be 
relied upon as a promise or representation as to future performance of any investment.

Prospective investors are urged to request any additional information of AXA IM that they may consider necessary or desirable in making an informed investment decision. Each 
prospective purchaser (and each purchaser’s representative, if any) is invited, prior to the consummation of a sale of any interest in any investment to such purchaser, to ask questions of, 
and receive answers from AXA IM regarding the offering and to obtain any additional information to the extent AXA IM possesses the same or can acquire it without unreasonable effort or 
expense, in order to verify the accuracy of the information contained herein or otherwise.

AXA IM and/or its affiliates may receive or pay fees or rebates, in compliance with the Markets in Financial Instruments Directive, as implemented in each state of the European Economic 
Area. 

THE FIGURES PROVIDED HEREIN RELATE TO PAST PERIODS AND PAST PERFORMANCE IS NOT A RELIABLE INDICATOR OF FUTURE PERFORMANCE. PAST PERFORMANCE MAY HAVE BEEN 
CALCULATED ON NON-AUDITED FIGURES.

Issued by AXA Investment Managers UK Limited, which is authorised and regulated by the Financial Conduct Authority. Registered in England and Wales No: 01431068. Registered Office: 7 
Newgate Street, London EC1A 7NX.

© AXA Investment Managers 2018.


