
 
 

 

 
 

DLD follows up with Art Penn of PennantPark: 

"There is a general belief that we’ve seen the worst" 
  

DLD recently reconnected with Art Penn, founder of PennantPark 

Investment Advisers. Our conversation followed up a chat back in March 

just as the pandemic was beginning to unfold in the U.S. This time around 

the 34-year credit veteran shared his views on navigating Covid 19 and a 

better outlook for 2021. 

 

DLD: The last time we talked was in March when the pandemic was 

just getting started here in the U.S. We thought capital markets 

would be toast the rest of the year. Thankfully, we were dead 

wrong. What do you make of the turnaround? 

AP: When we talked 6 months ago, there was pervasive uncertainty about 

people’s health, the economy, and individual companies. The mood was 

really concerning. We never would have thought we’d be where we are 

today. 

DLD: And where is that? 

AP: We’re in a K-shaped recovery— there’s been big losers and big winners 

throughout all of this. Nobody has made it through unscathed, but direct 



lenders avoided most of the industries that were heavily impacted— airlines, 

hotels, travel. Many of us didn’t have a lot of exposure to those businesses. 

DLD: How did portfolio companies handle the immediate impacts? 

AP: One of the takeaway lessons from the Great Recession was: Make your 

moves — make ‘em big and make ‘em quick. And that’s what teams did this 

time around. They took speedy action, cut costs, and managed their way 

through. 

DLD: How did lenders react? 

AP: It was case by case and many layers to it. You had to consider how to 

construct it. Waivers were common and given to very temporary situations, 

where numbers were expected to look better after getting through June, July. 

Longer term issues became amendments. Credit agreements were reopened 

for a year or more of relief. We’ve seen a lot less of all of these measures over 

the past few months. 

DLD: What about sponsors? 

AP: In many cases, sponsors put in equity or delayed management fees.  

  

DLD: A lot of uncertainty has been eliminated, but Covid surges 

could lead to another round of business closures... 

AP: There is a general belief that we’ve seen the worst. That’s not to say 

we’re done. The virus continues, but we understand it now and how to get 

through it. We know a lot more than we did six months ago. There are 

vaccines in the works. The big difference now is that there is a light at the 

end of the tunnel. 

DLD: Is that driving the heavy flow of deals heading into the 

holidays? 



AP: Usually there’s a blizzard of activity to close by year end, and then it 

slows up in the first quarter until about March or April. But this December is 

very busy, and we expect an unusually active start to 2021 since the market 

was on hold for so long. A lot of processes were started ahead of the election 

in anticipation of the ‘blue wave’ and a change in taxes. Sellers can find good 

prices, and many have decided they should take the opportunity to cash out.   

DLD: Where do you see structures and pricing headed? 

AP: A lot of people are trying to figure out where the market is. It really 

depends on where you play. Mega funds —those with $10 billion to $40 

billion to invest— need to write big checks to big companies. A $25 million 

EBITDA deal doesn’t make sense for them. They are forced to go upmarket 

where your biggest competition is the broadly syndicated loan market. You 

can get a very efficient financing there with more aggressive terms: Cov-lite, 

lots of leverage. If you compare a February deal to terms now across the 

biggest direct lenders, they’d look very similar.   

DLD: What about the smaller end of the middle market? 

AP: We tend to focus on 'classic' or 'core' middle market: about $25 million of 

EBITDA. We’re not competing with BSL, and therefore it’s a better overall 

package. Covenants are tighter, leverage is lower, yields are higher. EBITDA 

adjustments are thoroughly diligenced. We’re not forced to deploy capital. 

There is less competition in this space. Investors will look back and see this 

was one of the best vintages for direct lending.   

DLD: So you’re bullish on 2021? 

AP: We are optimistic that it will be better than 2020. There’s even the 

prospect for some normalcy by mid-year. Hopefully, we’ll be grappling with 

the tail end of the pandemic by then. 

DLD: Biggest challenges for 2021?   



AP: I think the biggest challenge will be how to bring companies back that 

haven’t come back yet. A secondary concern is returns amid low interest 

rates. One upside is that low rates could end up driving more capital to 

direct lending. 

DLD: Speaking of fundraising, what’s that like right now? 

AP: It’s a mixed bag. Many investors are still very cautious —we are in the 

middle of a pandemic— but others have been more opportunistic and 

optimistic. Existing relationships are already there. It’s much harder to 

develop new relationships. Investors would rather be in a room with 

somebody.   

 

—Kelly Thompson 
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Direct Lending Deals is a new publication that lifts the curtain on private credit by 

giving investors and originators the latest news and analysis on terms & trends in the 

direct lending market. DLD focuses on sponsored transactions, the main driver of 

deal flow. We tap into 20-year relationships to go deeper in market, and cover all 

segments of direct lending including structures, fundraising, BDCs and people 

shaping the market. www.dldeals.com 

  

The information included herein is owned by CAPITAL STACK PUBLISHING, LLC, DBA DIRECT LENDING DEALS, its licensors or other 

providers of such material. The content may not be reproduced, republished, or transmitted in any form or medium without the express, written 

permission of DIRECT LENDING DEALS. The content may only be accessed by authorized users and shall not be used for any unauthorized or 

https://url.emailprotection.link/?b6IqG-cnKQqAHOnZM5a13v4jKbIcs9dqj8EAsjhTx3ODZJHFz5Nro2QCCE8DUcGue-y_QSL1xe4J6LXQrH_LnpLFxCM0cGeALsyJEOszPaP0vVjqB1IiA_NnXeW2CBb9pezx1PuggFm_PiZJUYviuH4R9lNgaDcSW46hpM4EQkI9oQd87AeiGRY1EjkkBIYniuvwaJlgBDIgqK9N8WNnYzORN6ULPfPv2azstb83oooI6mUxjtDw0hDMawMJ3iX_A_KZxcUlPVLrX0T_zASdLpVMaYUNIGN_wKSYIoFHVKZu_5QLdTB9GrfZ3SpdFa-26VFavfdu71nOKpYk0rWW2Nw~~
mailto:pete.juncaj@dldeals.com
https://url.emailprotection.link/?bUX6DQqfUu7AMYSGE_yWWLX5qmV2HlDOvKAF4LvZiFHk8Gn5XHbzaJG65swTs5qui0ZOmKt0T1pc6GATJP4zTltuzWH2ckvHdrOdp4_xfvGf74cUXRr3cwZ8hsNEUTiUUHhNVZexOjEb1HF2m3ibDe2PgtHBINx-89XTxcMxesOSzBiq_LyIV97UwEEPrfgPJI3-E7OIxOMhWMwpgXle2cUPgSS9jBhJqQhGgiUjxTkgIjKCcOOCVho2qWLcxfo96nFzgWvuOSartcpRJAOCMI2-IYVVxGU5ZlQthxo-jEdnlGsf5kdJlP8_0eM2eGUvDXCUfxYF-M14rDWHJ1Ui8hw~~
https://url.emailprotection.link/?bAnStZZF1_u0YmjHjFvTV-aoNUrXmz3JgcO1yGx_gIcd29TyyO9FXroqkdM3MtZzpNZ6YZ-4p6jVQ-O8z6X1X7oses9Eh3ptMT3xniWparFD15QGr6icUoGG5x_Wq6T6KMSPamS6KKdiw9DZHlD0ftMITZb06bPr3xtcEpNaqVQQmrvMgqoITbvkmty3F9vQLDPFDd0uWx1Qg79pExOAugbdYOz3RcPptMFtmS_lEtzpSDs9Rg_98uto6cb9pHiBgW5WL9Q8q-n8d2sVSaLhKLTfebldOF4z1qj1S5RqsLlE~


unlawful purpose. The content is made available solely for general information purposes and does not constitute recommendations to buy, hold, 

or sell securities or to make any similar investment decisions. 
 

 


