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The Landscape
Over the past few years, market and regulatory dynamics have driven several illiquid portfolios to change hands. This 
trend continues to grow as banks, insurance companies, and other regulated institutions seek to right-size their balance 
sheets and free up regulatory capital while asset managers seek opportunities to generate higher returns in a challenging 
market environment. The natural buyers of these portfolios are hedge funds and other institutional investors with matching 
investment mandates and broader discretion in their strategies. The sale process, from initial marketing to closing, can be 
both competitive and time constrained, requiring buyers to dedicate meaningful amounts of their limited resources to due 
diligence efforts, often leading to internal disruptions and potentially high opportunity costs. Similarly, sellers face pressure 
to maximize value within a meaningful time frame and ensure their shareholders and investors receive a fair price for the 
transacted securities. Financial advisors provide valuable support in portfolio transactions, as they can deploy the right 
industry expertise with sufficient resources to assist either side throughout the process.

Market Overview
	■ North American and European private equity firms fundraising fell by more than $100 billion in 2022. 

	z 1,520 new funds were closed throughout the year, which raised a total of around $730 billion. 

	■ According to Private Equity International, a smaller number of funds commanded more of the capital raised in 2022, as 
the number of vehicles that closed during the year was at its lowest since 2016. 

	■ The secondary market delivered a second consecutive year of estimated volumes of over $100 billion in 2022 globally.

	z The secondary market is a highly relevant component of the private capital markets irrespective of the 
macroeconomic environment. 

	z Twenty-four secondary transactions were closed in Europe in 2022 for a total gross book value (GBV) of c. €28 billion, 
of which 13 were portfolios of non-performing loans for a total GBV of c. €19 billion, four were portfolios of performing 
loans for a total GBV of c. €4 billion, and six were unlikely-to-pay loan portfolios for a total GBV of c. €5 billion.

	■ The current market dynamics described are forcing asset management firms to find creative ways to generate returns 
for investors—one of which is portfolio transactions.

	■ The European non-performing loan (NPL) portfolio market continues to be larger than the North American NPL market 
and has seen a challenging environment for deal flow over the past three years, with transaction volumes of around €30 
billion in 2022 compared to more than  €100 billion in 2021 and around €70 billion in 2020. Spain, Italy, and the U.K. 
have been at the forefront of the European portfolio trades over the past years.

	■ The current high interest rate environment encourages investors to look for distressed and well-diversified loan portfolio 
acquisitions. In addition, high inflation has forced banks to sell non-core assets and corporate borrowers to restructure 
their debt obligations.

NPLs to Total Gross Loans (%) 
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Sources: Lazard, Debtwire, and Private Equity International.

Note: Due to lack of data, the 2020–2021 NPL ratios for Germany are interpolated.
Sources: World Bank (for 2009–2021) and Statista (for 2022, for all countries except the U.K.), and CEIC (for 2022, for the U.K. only).
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Houlihan Lokey’s Customized Service Solutions

Benefits of Leveraging the Houlihan Lokey Platform

Houlihan Lokey is uniquely positioned to add value at any point in the transaction cycle. Our involvement throughout 
the holding period creates significant synergies for our clients as securities move from diligence to monitoring and, 
ultimately, to monetization.

Pre-
Acquisition
Investment 
Diligence

Post
Acquisition 
Monitoring

Monetization 
Support

 Prepare financial models to support 
transaction/valuation decisions. 

 Models include the following:
• Three statement modeling 
• (Balance Sheet, Profit/ Loss statement, Cash-Flow 

statement)
• LBO Approach / Transaction Modeling
• Discounted Cash Flow
• Comparable Company Approach
• Comparable Transaction Approach

 Development of forward-looking balance sheets, 
profit/loss and cash-flow projections. 

 Analysis of current and future financing scenarios 
showing related impact on balance sheet items, net 
income as well as potential coverage ratios and 
covenants

Valuation, Pricing, and Returns

Model Validation ServicesDeal Modeling Services

Investment Diligence
 Prepare investment memos incorporating: 

• Overviews of the company, situation, opportunity, 
and monetization options

• A review of the capital structure (key terms / 
shareholder rights)

• Market / industry specific colour (competitive 
landscape)

• Financial trends analysis 
• Valuation indications

 Determine intrinsic asset values
 Present investment-specific factors to inform purchase 

pricing decisions
 Sensitize returns and address risk management concerns 

through scenario analyses

 Houlihan Lokey can assess third-party models by 
focusing on a number of areas, including:
• Source data links
• Mathematical correctness
• Methodologies used
• Projection assumptions
• Synergy assumptions
• Tax impact
• Sensitivity analysis
• Implied IRR
• Reconciliation to audited financials

Deep bench of 
highly qualified 
resources with 

unparalleled asset 
class and industry 

expertise

Real-time insight 
into the capital 

markets

Significant base of 
resources that can 

be mobilized 
quickly to capitalize 

on opportunities 
with short 

execution windows

Understanding of 
value maximization 

to provide a 
competitive edge in 

the bidding
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Featured Relevant Experience

Transaction 
ValueProject DescriptionProject 

Name

$7.0B

 Project Sigma was related to a multinational investment bank based in the U.S. (the Bank) offering a product to its
high-net-worth clients to co-invest alongside the Bank’s funds in certain opportunistic private company transactions.
The Bank sourced an opportunity to make a co-investment alongside a private equity firm (the Sponsor) in a
European-based private company operating in the packaged foods and meats industry (the Target).

 Houlihan Lokey was engaged by the Bank to provide pre-transaction investment diligence and valuation services
related to the investment in the Target.

Project 
Sigma

$3.1B

 Project Charles was related to a U.K. pension plan’s (the Buyer) purchase of the majority of a $3.1 billion portfolio of
loans to asset managers from a European bank (the Seller). The Seller, which retained a small portion of the original
lending, continued to manage the pool of loans and arranged new financing for the Buyer on the same basis.

 Houlihan Lokey performed certain pre-transaction investment diligence on 61 underlying portfolio companies and 64
securities.

Project 
Charles

$2.5B

 Project Dolphin was a buyside pre-acquisition valuation analysis where an asset management firm was in the
process of bidding for a bank with assets exceeding $25 billion, including $10 billion+ of residential whole loans and
$300 million of mortgage servicing rights.

 Houlihan Lokey conducted a valuation analysis of the residential whole loans and mortgage servicing rights, which
was utilized by the asset management firm to gain comfort with the value of c. 61,000 whole loans and the mortgage
servicing rights on 183,000 loans.

Project 
Dolphin

$1.7B
 Houlihan Lokey was engaged to develop an underwriting template for the client’s loan underwriting activities.
 The project scope was subsequently expanded. Houlihan Lokey was asked to provide additional analytical support

for c. 100+ credits held by two of the client’s insurance subsidiaries across its 50+ portfolio companies.

Project 
North

$1.3B

 Project Bills was related to a transaction in which the special situations platform of a U.S.-based global private
investment firm purchased a portfolio comprising c. 300 instruments across various asset classes in more than 150
portfolio companies that spanned multiple industries and geographies.

 Houlihan Lokey was retained by the investment firm to provide certain pre-transaction investment diligence and
valuation services for c. 40 portfolio companies covering 60 instruments.

Project 
Bills

$0.5B+

 Project Pint I was related to a Bermuda-based holding company that owned more than 10 insurance businesses and
was raising debt capital collateralized by the underlying businesses.

 Houlihan Lokey was engaged by the holding company to provide independent valuations to allow the potential
lenders to understand the underlying portfolio better and be able to deploy capital on an expedited timeline.

Project 
Pint I

$0.5B+

 Project Pint II was related to a Bermuda-based holding company that owned more than 10 insurance businesses.
The company was in the process of securing $75 million in equity capital from the International Finance Corporation
as venture funding to finance future growth.

 Houlihan Lokey was engaged by the holding company to provide independent valuations to allow the potential
investors to understand the underlying portfolio better and be able to deploy capital on an expedited timeline.

Project 
Pint II

Not Disclosed

 Project Frontier was related to a transaction in which a hedge fund (the Buyer) had exclusivity to purchase a portfolio
of more than 30 securities that spanned the capital structure of 16 early-stage portfolio companies from a venture
capital fund.

 Houlihan Lokey was retained by the Buyer to provide a range of valuation, due diligence, and advisory services for
multiple portfolio companies. These analyses were used to inform and support the Buyer’s proposed pricing for the
transaction as well as provide a road map for monetization for certain portfolio companies.

Project 
Frontier

Not Disclosed

 Project Giant was related to a globally diversified healthcare and financial services holding company’s (the Buyer)
purchase of an insurance company.

 Houlihan Lokey was engaged to develop credit memoranda and provide analytical support for more than 100 debt
securities held by two of the Buyer’s insurance subsidiaries across c. 50 portfolio companies. Houlihan Lokey also
provided underwriting support in connection with the sale of the mortgage origination and services platform.

Project 
Giant

Not Disclosed
 Project CSAM was related to a global asset manager involved in the management of four supply chain funds, with an

aggregate NAV of c. $10 billion that had exposure to receivables and irrevocable payment.
 Houlihan Lokey was engaged as a financial advisor to assist in formulating a view on valuation and NAV estimates.

Project 
CSAM

Not Disclosed

 Project Timber was related to a U.S.-based global private investment firm’s special situations platform that was
seeking to capitalize on attractive investment opportunities across the fixed-income universe given market
dislocation.

 Houlihan Lokey was retained to provide pre-investment diligence and underwriting support in the form of credit
screening/underwriting memorandums for certain issuers and securities as identified by the investment firm.
Houlihan Lokey produced two tiers of credit screening/underwriting memorandums based on the level of diligence
requested by the client.

Project 
Timber

Not Disclosed

 Project Blossom was related to an alternative investment manager that was valuing the opportunity to gain exposure
to the debt instruments issued by a U.K.-based software provider.

 Houlihan Lokey was retained by the investment manager to provide pre-investment diligence and an independent
valuation of the investment opportunity to support and facilitate the client’s internal decision process.

Project 
Blossom

Not Disclosed

 Project Fries was related to a multinational institutional alternative investment management firm based in the U.S.
specializing in credit and opportunistic investments.

 Houlihan Lokey was engaged by the investment manager to render certain financial advisory and portfolio analysis
services regarding the four largest equity portfolio investments.

Project 
Fries

Not Disclosed

 Project Armstrong was related to a multinational investment bank based in the U.S. (the Bank) offering a product to
its high-net-worth clients to co-invest alongside the Bank’s funds in certain opportunistic private company
transactions. The Bank sourced an opportunity to make an investment in a ~$500 million special purpose vehicle
(SPV) managed by a private equity firm.

 Houlihan Lokey was engaged by the Bank to provide pre-transaction investment diligence and valuation services
related to the investment in the SPV.

Project 
Armstrong
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Milko Pavlov
Managing Director

Financial and Valuation Advisory 

+44 (0) 20 7747 2788 

MPavlov@HL.com

Blair W. Richardson
Managing Director

Financial and Valuation Advisory 

+1 415.273.3605

BWRichardson@HL.com

Houlihan Lokey Global Coverage

Leading Global Independent Investment Bank



Disclaimer

© 2023 Houlihan Lokey. All rights reserved. This material may not be reproduced in any format by any means or redistributed 

without the prior written consent of Houlihan Lokey. 

Houlihan Lokey is a trade name for Houlihan Lokey, Inc., and its subsidiaries and affiliates, which include the following licensed (or, in 

the case of Singapore, exempt) entities: in (i) the United States: Houlihan Lokey Capital, Inc., and Houlihan Lokey Advisors, LLC, each 

an SEC-registered broker-dealer and member of FINRA (www.finra.org) and SIPC (www.sipc.org) (investment banking services); (ii) 

Europe: Houlihan Lokey Advisory Limited, Houlihan Lokey EMEA, LLP, Houlihan Lokey (Corporate Finance) Limited, and Houlihan 

Lokey UK Limited, authorized and regulated by the U.K. Financial Conduct Authority; Houlihan Lokey (Europe) GmbH, authorized 

and regulated by the German Federal Financial Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht); (iii) the 

United Arab Emirates, Dubai International Financial Centre (Dubai): Houlihan Lokey (MEA Financial Advisory) Limited, regulated 

by the Dubai Financial Services Authority for the provision of advising on financial products, arranging deals in investments, and 

arranging credit and advising on credit to professional clients only; (iv) Singapore: Houlihan Lokey (Singapore) Private Limited and 

Houlihan Lokey Advisers Singapore Private Limited, each an “exempt corporate finance adviser” able to provide exempt corporate 

finance advisory services to accredited investors only; (v) Hong Kong SAR: Houlihan Lokey (China) Limited, licensed in Hong Kong 

by the Securities and Futures Commission to conduct Type 1, 4, and 6 regulated activities to professional investors only; (vi) India: 

Houlihan Lokey Advisory (India) Private Limited, registered as an investment adviser with the Securities and Exchange Board of 

India (registration number INA000001217); and (vii) Australia: Houlihan Lokey (Australia) Pty Limited (ABN 74 601 825 227), a 

company incorporated in Australia and licensed by the Australian Securities and Investments Commission (AFSL number 474953) 

in respect of financial services provided to wholesale clients only. In the United Kingdom, European Economic Area (EEA), Dubai, 

Singapore, Hong Kong, India, and Australia, this communication is directed to intended recipients, including actual or potential 

professional clients (UK, EEA, and Dubai), accredited investors (Singapore), professional investors (Hong Kong), and wholesale 

clients (Australia), respectively. Other persons, such as retail clients, are NOT the intended recipients of our communications or 

services and should not act upon this communication.

Houlihan Lokey gathers its data from sources it considers reliable; however, it does not guarantee the accuracy or completeness 

of the information provided within this presentation. The material presented reflects information known to the authors at the 

time this presentation was written, and this information is subject to change. Any forward-looking information and statements 

contained herein are subject to various risks and uncertainties, many of which are difficult to predict, that could cause actual results 

and developments to differ materially from those expressed in, or implied or projected by, the forward-looking information and 

statements. In addition, past performance should not be taken as an indication or guarantee of future performance, and information 

contained herein may be subject to variation as a result of currency fluctuations. Houlihan Lokey makes no representations or 

warranties, expressed or implied, regarding the accuracy of this material. The views expressed in this material accurately reflect the 

personal views of the authors regarding the subject securities and issuers and do not necessarily coincide with those of Houlihan 

Lokey. Officers, directors, and partners in the Houlihan Lokey group of companies may have positions in the securities of the 

companies discussed. This presentation does not constitute advice or a recommendation, offer, or solicitation with respect to the 

securities of any company discussed herein, is not intended to provide information upon which to base an investment decision, 

and should not be construed as such. Houlihan Lokey or its affiliates may from time to time provide investment banking or related 

services to these companies. Like all Houlihan Lokey employees, the authors of this presentation receive compensation that is 

affected by overall firm profitability.
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