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Princess Private Equity Holding’s (PEY’s) portfolio has fared quite well in 

2022, with the +3.7% NAV total return (TR) in Q322 bringing the 9M22 TR 

decline to a moderate 4.0%. This was likely assisted by PEY’s sector mix 

and the temporary allocation of excess funds into senior loans in H221 

(gradually redeemed throughout 2022). However, this was overshadowed 

by PEY’s decision to suspend its second interim dividend amid holding-

level liquidity concerns due to high cash outflows for foreign exchange (fx) 

hedges and subdued M&A markets. This allowed PEY to build a liquidity 

buffer (c €88m at 18 November) to cushion against potential further 

headwinds due to a strong US dollar and muted portfolio realisations. 

PEY’s liquidity affected by fx hedges and limited realisations in Q322  

 

Source: Refinitiv, Edison Investment Research. Note: Total returns in sterling. 

Why consider Princess Private Equity now? 

PEY offers a portfolio of private companies aligned with secular transformative 

growth themes (eg digitalisation, ageing society/health awareness, automation and 

sustainability). It delivered last 12-month (LTM) revenue and EBITDA growth (both 

organic and through M&A) to end-September 2022 of 25.7% and 18.4% respectively 

(based on a sample covering 75% of portfolio value). PEY offers investors high 

exposure to the healthcare sector (21% at end-September 2022, including several 

healthcare service providers) and also a meaningful allocation to IT (12%, mostly 

enterprise software) and childcare/education (7%). This may help PEY’s portfolio 

withstand a worsening macroeconomic environment. 

The analyst’s view 

Following the recent sell-off, PEY’s shares now trade at a 37% discount to NAV 

(significantly wider than its five-year average of 15%). The dividend suspension has 

disappointed some investors but we note that PEY now has a meaningful safety 

margin in terms of liquidity. We also note that its cash and undrawn facility are 

higher than the outstanding commitments considered by the company as likely to 

be called (c €35m at end-September 2022). PEY highlighted that it could resume 

dividend payments as early as June 2023 if fx markets stabilise and M&A activity in 

private markets resumes. PEY’s near-term liquidity profile could be further assisted 

by an upsizing of its credit facility or changes to its fx hedging approach. While PEY 

has stopped any new direct investments for now, it highlighted that its portfolio 

companies have sufficient resources to continue pursuing add-on acquisitions.  
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Portfolio resilient, holding-level liquidity strained 

Price €8.94 

Price (PEYS) 777p 

Market cap €618m 

NAV €987m 

NAV per share* €14.27 
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Yield  4.3% 
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Gearing 

Net gearing at 30 September 2022 9.7% 

Fund objective 

Princess Private Equity Holding is an investment 

holding company domiciled in Guernsey that 

invests in private equity and has a minor private 

debt position. Its portfolio consists mostly of direct 

investments but may also include primary and 

secondary fund investments. It aims to provide 

shareholders with long-term capital growth and an 

attractive dividend yield. 

Bull points 

 
◼ Focus on building resiliency in portfolio 

companies and on transformative trends. 
◼ High exposure to resilient sectors (eg 

healthcare). 
◼ Available at a wide discount to NAV after recent 

sell-off. 

Bear points 

 ◼ Suspension of interim dividend weighing on 
investor sentiment. 

◼ A persistently weak exit environment may further 
impact PEY’s new investment activity and 
liquidity. 

◼ Continued US dollar appreciation would trigger 
further cash outflows for fx hedges. 
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Liquidity situation at holding level tightening in Q322 

Impact from fx hedges and low realisation activity 

PEY started 2022 with a high liquidity position following the 2021 exits (GlobalLogic in particular), 

with €135m (or 13% of end-2021 NAV) held in a portfolio of floating rate senior secured loans, 

which it temporarily invested in back in H221 (as rates on Euro deposits were negative then). 

Moreover, the company had €55m in undrawn credit at end-2021 (out of the total facility size of 

€80m). However, as 2022 progressed, PEY’s liquidity became increasingly strained, especially 

towards the end of Q322, due to a combination of: 

◼ The US dollar appreciation versus the euro resulted in c €60m in cash outflows for PEY’s 

EUR/USD hedges in 9M22 (close to 50% of PEY’s portfolio is denominated in US dollars and c 

90% of its fx exposure is hedged to the euro).  

◼ Significant weakening of M&A activity in the private equity (PE) market leading to just €8.1m in 

realisation proceeds (excluding senior loan redemptions) for PEY in Q322 (€50.1m in 9M22).  

◼ PEY’s relatively high investment activity with €71.6m invested in Q322 (largely agreed in 

H122), translating into €134.3m in 9M22 (c 13% of opening NAV versus the annual average in 

2017–2021 of c 15%).  

PEY covered the Q322 liquidity shortfall with senior loan redemptions (€25.4m) and drawdowns on 

its credit facility (c €58.2m, see exhibit on the front page). However, the remaining senior loan 

balance declined to €49.5m while PEY’s €110m credit line was 92% utilised at end-September 

2022. Consequently, on 2 November PEY’s board announced the suspension of the second interim 

dividend for FY22 to preserve capital for potential further cash outflows related to fx hedges (as well 

as PEY’s capital commitments and ongoing charges). Coupled with a pause in capital allocations to 

new investments starting from July/August, this allowed PEY to amass liquid resources of €88m as 

at 18 November 2022, including around €50m in cash and €38m in undrawn credit (of a total facility 

of €110m). PEY has redeemed all of its senior loan investments, which since the initial investment 

in autumn 2021 have generated a certain capital loss, offset at least in part by coupon income. 

Dividend suspension is providing an additional safety margin 

PEY’s current liquidity compares with its outstanding undrawn commitments as at end-September 

2022 of €103.2m. However, these include €45.3m of commitments to PEY’s investment manager, 

Partners Group’s direct programmes and third-party funds which are past their investment period 

(and are thus unlikely to be called). Out of the remaining €57.9m, PEY considers only €35m as 

likely to be drawn (gradually over the next two to three years). As a result, these commitments are 

2.5x covered by PEY’s current liquid resources, although the company needs to put aside some 

liquidity to cover its ongoing charges (c €8m excluding incentive fee in H122) and interest expense 

(c €3–4m annualised based on the current Euribor rate and drawn part of the credit line). 

Importantly, as PEY stopped arranging new direct investments in July/August, there are no 

immediate capital needs with this respect.  

Hence, the dividend suspension has provided PEY with a sizeable safety margin in the event of 

ongoing US dollar appreciation against the euro (the first interim dividend amounted to €26.3m). 

Further potential support for PEY’s near-term liquidity could come from measures currently 

contemplated by Partners Group and board, such as a moderate upsizing of the company’s credit 

facility or changes to its fx hedging arrangements. We note that PEY’s ratio of current total debt 

facility (€110m) to NAV is c 11% versus up to c 20% for other listed PE companies. 

The company highlighted that its dividend policy of paying 5% of opening NAV per annum remains 

unchanged and, subject to no further significant US dollar appreciation and a normalisation of the 
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exits environment, it expects to pay the next dividend in June 2023. We believe that the recent 

decline in M&A activity has been caused by, among other reasons, the uncertain macroeconomic 

outlook (which makes the pricing of new deals more difficult), as well as lower debt availability.  

Near-term debt availability outlook better for small/mid-market 
buyouts, though still uncertain 

The US leveraged loan market saw institutional new-issue loan volumes of a mere US$21.4bn in 

Q322 (the weakest level since the post-global financial crisis Q409), which compares to a five-year 

quarterly average of US$96.8bn, according to Partners Group citing Leveraged Commentary & 

Data (LCD). Similarly, European leveraged loan issue volumes were just €7.0bn in Q322 (only 

slightly up from €6.6bn in Q222) compared to €24.8bn in Q321 and €41.3bn in Q221. The high-

yield bond markets have also experienced a significant slump in new issuances, hitting a 14-year 

low in Q322, according to PitchBook citing LCD data. 

Having said that, debt funding has not dried up completely, as private debt funds (most notably 

direct lenders) have stepped in and filled part of the funding gap, gaining market share from the 

high-yield bond and syndicated loan markets. Global private debt funds have grown in recent years 

and at end-June 2022 had assets under management of c US$1.2tn (including US$425.1bn of dry 

powder, of which US$168.7bn was in direct lending strategies) versus US$474.3bn (and 

US$177.6bn in total dry powder) in 2012, according to PitchBook. Private funds more often focus 

on small- and mid-market buyouts (even if some have also been participating in selected large 

unitranche financings of several billion US dollars for large/mega buyouts). This is illustrated by the 

average size of European direct lending deals between Q120 and Q222 of c €220m (although the 

average was €721m in Q222 alone), according to PitchBook citing LCD data. Therefore, we believe 

that it may be currently somewhat easier for potential buyers to refinance debt upon acquisition in 

the case of PEY’s small/mid-cap buyouts (54% of PEY’s portfolio at end-September 2022) 

compared to large/mega buyouts (32% of PEY’s portfolio at end-September 2022). Nevertheless, 

we acknowledge that a combination of high interest rates and a likely global economic downturn in 

the coming quarters may put further pressure on M&A deal activity. 

NAV TR of 3.7% in Q322, reducing the ytd fall to 4.0% 

Despite macroeconomic headwinds, PEY’s NAV remained resilient throughout 9M22, with a modest 

decline of 4.0% and a positive NAV TR of 3.7% in Q322. This compares with a 25.4% fall in total 

return terms of the MSCI World Index. Firstly, as highlighted in our previous note, PEY’s 

performance relative to the broad equity markets has been likely assisted by sector mix (eg its high 

exposure to healthcare companies of 21% at end-September 2022, including several healthcare 

services providers, such as EyeCare Partners), coupled with meaningful exposure to IT (12%, with 

a high proportion of enterprise software companies) and childcare/education (7%). The company 

estimates that the negative year to date TR of public equities on a sector-adjusted basis (ie 

reflecting PEY’s sector mix) was less pronounced, at 13.3%.  

https://www.edisongroup.com/publication/withstanding-the-broader-market-turmoil-so-far/31075/
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Exhibit 1: PEY’s performance to 30 September 2022 in euro terms 

Price, NAV and benchmark TR performance, three-year re-based Price, NAV and benchmark TR performance (%) 

  

Source: Refinitiv, Edison Investment Research. Note: Three-, five- and 10-year performance figures annualised. 

Exhibit 2: Five-year discrete performance data 

12 months ending  Share price 
(%) 

NAV 
(%) 

LPX Europe NAV 
(%) 

MSCI World (%) UK All-Share (%) 

30/09/18 6.6 10.4 12.1 13.8 4.7 

30/09/19 (1.5) 11.8 10.5 9.1 3.4 

30/09/20 10.2 10.5 (1.3) 3.2 (18.6) 

30/09/21 40.4 26.2 29.6 30.9 35.0 

30/09/22 (17.0) (4.3) 12.6 (4.5) (6.0) 

Source: Refinitiv. Note: All % on a TR basis in euro.  

Secondly, Partners Group focuses on driving resilient growth (underpinned by transformative 

themes) as a form of defensiveness in its portfolio companies. This is also illustrated by PEY’s new 

investments completed in Q322 (agreed in H122): 

◼ Forterro (€13.3m invested, 1.4% of NAV) – a pan-European software services provider with a 

portfolio of specialised enterprise resource planning software products serving nearly 8,000 

mid-market manufacturing and production companies. 

◼ Version 1 (€12.1m, 1.2% of NAV) – a digital transformation services provider in the UK and 

Ireland, providing, among others, application modernisation, cloud migration and cloud-native 

software engineering. 

◼ Velocity EHS (€9.5m, 1.0% of NAV) – an environmental, health and safety (EHS) and ESG 

Software-as-a-Service platform serving over 18,000 customers, helping them manage and 

improve operational risk, compliance and efficiency. 

◼ Foundation Risk Partners (€17.4m, 1.8% of NAV) – an independent insurance broker 

focusing on the US business to business segments of commercial property and casualty, as 

well as employee benefits. 

◼ Accell Group (€8.8m, 0.9% of NAV) – a manufacturer of bicycles and bicycle parts and 

accessories based in the Netherlands; the largest producer of e-bikes in Europe and the 

second-largest in bicycle parts and accessories. 

Partners Group underlined the higher earnings growth relative to the listed equities average, with 

LTM revenue and EBITDA growth to end-September 2022 across a sample of PEY’s portfolio 

(covering 75% by value) of 25.7% and 18.4% respectively. The slower EBITDA growth relative to 

the top-line momentum reflects inflationary pressures experienced more broadly in the global 

economy. Having said that, the average EBITDA margin remains above 20% (21.1%) and Partners 

Group is confident about the positive effects from cost optimisation measures introduced across the 

portfolio earlier this year and the pricing power (assisted by a solid market position) of its portfolio 

companies. Moreover, 85% of PEY’s portfolio company debt is hedged at a fixed rate (the average 

net debt to EBITDA multiple at end-September 2022 for the above-mentioned sample was 6.3x vs 

5.8x at end-2021). 
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In Exhibit 3, we present the valuation changes over Q322 and 9M22 across PEY’s top10 holdings 

(representing c 39.5% of NAV at end-September 2022). One holding that stands out in terms of 

positive revaluation is United States Infrastructure Corporation (USIC), a North American provider 

of utility location services (making up 3.7% of PEY’s NAV at end-September 2022). In August 2022, 

Partners Group announced that it had expanded the company’s shareholder base with Kohlberg & 

Company (a PE firm) acquiring a 50% stake in USIC and Partners Group retaining a 50% co-lead 

stake. The transaction valued the business at an enterprise value of US$4.1bn, resulting in a 20% 

revaluation in PEY’s portfolio in Q322 (which we believe was partly assisted by the strength of the 

US dollar). 

Exhibit 3: Change in carrying value of PEY’s top10 holdings 

 

Source: PEY. Note: Share in NAV at end-September 2022 indicated in brackets. 

We note that the greater resilience of valuations across PE portfolios versus public markets is also 

due to technical factors, which smooth out the portfolio valuations of listed PE companies such as 

PEY. In accordance with the International Private Equity and Venture Capital (IPEV) valuation 

guidelines, multiples used to value PEY’s holdings are a blend of public market and private M&A 

deal multiples. The latter tend to be less volatile than listed multiples (and have a ‘smoothing’ 

effect), because they are not subject to the same short-term swings in investor sentiment. 

Moreover, private deal multiples are likely to lag a worsening macroeconomic environment, as 

fewer deals are carried out and buyers and sellers reassess valuation expectations (with the latter 

willing to sell only at prices that have not been materially marked down versus previous 

expectations). Finally, PE companies normally value their new investments in line with the 

acquisition price over the subsequent 12 months. Here, it is worth noting that PEY updates its 

portfolio valuations every month (while the frequency of portfolio valuations for listed PE companies 

is usually lower). PEY’s average EV/EBITDA (for the above-mentioned sample) at end-September 

2022 was 18.7x vs 15.6x at end-June 2022 and 15.8x at end-September 2022.  
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General disclaimer and copyright  

This report has been commissioned by Princess Private Equity and prepared and issued by Edison, in consideration of a fee payable by Princess Private Equity. Edison Investment Research standard fees are £60,000 pa 

for the production and broad dissemination of a detailed note (Outlook) following by regular (typically quarterly) update notes. Fees are paid upfront in cash without recourse. Edison may seek additional fees for the 

provision of roadshows and related IR services for the client but does not get remunerated for any investment banking services. We never take payment in stock, options or warrants for any of our services. 

Accuracy of content: All information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of 

this report and have not sought for this information to be independently verified. Opinions contained in this report represent those of the research department of Edison at the time of publication. Forward-looking information 

or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown risks, uncertainties and other 

factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations.  

Exclusion of Liability: To the fullest extent allowed by law, Edison shall not be liable for any direct, indirect or consequential losses, loss of profits, damages, costs or expenses incurred or suffered by you arising out or in 

connection with the access to, use of or reliance on any information contained on this note. 

No personalised advice: The information that we provide should not be construed in any manner whatsoever as, personalised advice. Also, the information provided by us should not be construed by any subscriber or 

prospective subscriber as Edison’s solicitation to effect, or attempt to effect, any transaction in a security. The securities described in the report may not be eligible for sale in all jurisdictions or to certain categories of 

investors. 

Investment in securities mentioned: Edison has a restrictive policy relating to personal dealing and conflicts of interest. Edison Group does not conduct any investment business and, accordingly, does not itself hold any 

positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any or related securities mentioned in this report, subject to 

Edison's policies on personal dealing and conflicts of interest. 

Copyright: Copyright 2022 Edison Investment Research Limited (Edison).  

 

Australia 

Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Representative (1252501) of Crown Wealth Group Pty Ltd who holds an Australian Financial 

Services Licence (Number: 494274). This research is issued in Australia by Edison AU and any access to it, is intended only for "wholesale clients" within the meaning of the Corporations Act 2001 of Australia. Any advice 

given by Edison AU is general advice only and does not take into account your personal circumstances, needs or objectives. You should, before acting on this advice, consider the appropriateness of the advice, having 

regard to your objectives, financial situation and needs. If our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any relevant Product Disclosure Statement or like 

instrument.  

 

New Zealand  

The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and habitual investors who are “wholesale clients” for the 

purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, subscribe, or underwrite any securities mentioned or in the 

topic of this document. For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in 

relation to acquiring or disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is 

intended only as a “class service” provided by Edison within the meaning of the FAA (i.e. without taking into account the par ticular financial situation or goals of any person). As such, it should not be relied upon in making 

an investment decision. 

 

United Kingdom 

This document is prepared and provided by Edison for information purposes only and should not be construed as an offer or sol icitation for investment in any securities mentioned or in the topic of this document. A 

marketing communication under FCA Rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence of investment research and is not subject to any 

prohibition on dealing ahead of the dissemination of investment research.  

This Communication is being distributed in the United Kingdom and is directed only at (i) persons having professional experience in matters relating to investments, i.e. investment professionals within the meaning of Article 

19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the "FPO") (ii) high net-worth companies, unincorporated associations or other bodies within the meaning of Article 49 

of the FPO and (iii) persons to whom it is otherwise lawful to distribute it. The investment or investment activity to which this document relates is available only to such persons. It is not intended that this document be 

distributed or passed on, directly or indirectly, to any other class of persons and in any event and under no circumstances should persons of any other descr iption rely on or act upon the contents of this document.  

This Communication is being supplied to you solely for your information and may not be reproduced by, further distributed to or published in whole or in part by, any other person. 

 

United States  

Edison relies upon the "publishers' exclusion" from the definition of investment adviser under Section 202(a)(11) of the Investment Advisers Act of 1940 and corresponding state securities laws. This report is a bona fide 

publication of general and regular circulation offering impersonal investment-related advice, not tailored to a specific investment portfolio or the needs of current and/or prospective subscribers. As such, Edison does not 

offer or provide personal advice and the research provided is for informational purposes only. No mention of a particular security in this report constitutes a recommendation to buy, sell or hold that or any security, or that 

any particular security, portfolio of securities, transaction or investment strategy is suitable for any specific person. 
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