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Executive Summary

Jason Evans
Partner, Debt Advisory 

Jason Evans is the partner that leads Gambit’s Debt Advisory team. Prior to joining
Gambit, Jason was Regional Director for Lloyds Banking Group, heading up the
regional corporate banking team in the mid-market and working with businesses
with turnover between £10m and £750m. During his 30-year career, Jason has
held various senior roles, including Divisional Head of Leveraged Finance for
HSBC.

He is an Associate of the Securities and Investment Institute, holding an advanced
corporate finance qualification from the Institute of Chartered Accountants in
England and Wales (ICAEW). Jason has also been voted "Corporate Banker of the
Year" on a number of occasions at the Insider Dealmaker Awards and more
recently has won a number of debt advisory awards.
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Annual Growth of Lending to Businesses
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• Appetite for expansion in the corporate
segment remains steady as large businesses
increased their annual growth rate of
borrowing from 5.4% in July to 8.2% in August,
even as the average cost of new borrowing
increased to an effective rate of 3.2%.

• The growth rate of borrowing to SMEs reached
-4.4% in August 2022, reflecting the tightening
of credit conditions in the face of rising
inflation and interest rates, underpinned by
geopolitical headwinds such as the Ukraine
Invasion and the ‘cost of living crisis’.

• As inflation reached 10.1% in September 2022,
the Bank of England raised interest rates to
2.25%, its highest level in 14 years. Capital
Economics estimates that rates could reach up
to 5% in 2023 but retreat to 3.25% in 2024.

• The cost of debt is ticking up driven by both
increased underlying base / SONIA rates and
the funder interest margin applied.

• Leverage multiples and terms are tightening,
with more scrutiny and dialogue on debt
capacity, sensitivity analysis and covenant
headroom.

• However, credit remains available for well-
prepared borrowers approaching the most
relevant funder pool with a quality proposal.

UK CPI Inflation Rate

%

20
23

(f)
20

24
(f)

-20

-10

0

10

20

30

Au
g-

19

N
ov

-1
9

Fe
b-

20

M
ay

-2
0

Au
g-

20

N
ov

-2
0

Fe
b-

21

M
ay

-2
1

Au
g-

21

N
ov

-2
1

Fe
b-

22

M
ay

-2
2

Au
g-

22

SMEs Large Businesses

0
2
4
6
8

10
12

Au
g-

21

Se
p-

21

O
ct

-2
1

N
ov

-2
1

D
ec

-2
1

Ja
n-

22

Fe
b-

22

M
ar

-2
2

Ap
r-

22

M
ay

-2
2

Ju
n-

22

Ju
l-

22

Au
g-

22

Se
p-

22



0

2

4

6

8

10

12

14

0

100

200

300

400

500

600

700

800

900

Q320 Q420 Q121 Q221 Q321 Q421 Q122 Q222

UK M&A Deal Volumes & EBITDA Multiples

Private Equity Strategic

EV/EBITDA Strategic EV/EBITDA Private Equity

M&A & Credit Markets

Debt Capital Markets - Gambit Review – Autumn 2022

Source: PCPI

x

x

x

x

x

x

x

x

Overview & Outlook

Valuation & Leverage Multiples

• M&A deal volumes increased by 1.6%
from Q122 to Q222, with the number of
executed transactions marginally rising
from 573 to 582.

• Similar to Q122, our analysis for Q222
shows a gentle softening in M&A activity
towards more sustainable pre-pandemic
levels, in view of the macroeconomic
headwinds.

• Despite these tighter credit conditions,
with inflation and interest rates rising due
to the Ukraine Invasion and the ‘cost of
living crisis’, well capitalised strategic and
financial buyers are still seeking to bolt-
on quality assets, albeit by undertaking
more rigorous due diligence exercises.

• The private debt market is deploying its
c.$170bn of pent-up dry powder,
particularly into resilient B2B sectors,
evidenced by private equity deal volumes
increasing by 20% from Q421 to Q222.

• Although European M&A activity has been
traditionally dominated by cross-border
transactions, H122 saw the number of
domestic transactions increase by c.66%
relative to H221. Acquirers are now
focused on targets in familiar markets
with quality UK businesses attracting
strong interest from overseas.

• As acquirers continue to execute
leveraged M&A transactions in this
dynamic environment, market participants
should seek the advice of experienced
corporate finance advisers to source
optimal financing packages.

Source: Gambit Analysis

• Mid-market EV/EBITDA valuations have
declined for two consecutive quarters, with
strategic multiples falling from 11.4x in Q421
to 10.2x in Q222 and private equity multiples
decreasing from 12.1x in Q421 to 11.3x in
Q222. The softening of EV/EBITDA multiples
has been accelerated by damaging
macroeconomic headwinds such as inflation
and the growing risk of a global recession.

• Nevertheless, a normalisation in valuation
multiples to pre-pandemic levels has driven
resilience in M&A volumes, as well capitalised
market players are seeking to acquire quality
targets.

• With the average mid-market debt / EBITDA
multiple at 4.8x in June 2022, private equity
acquirers are still well-levered in European
M&A transactions.



Debt Market Trends
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Debt Sustainability
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Average Pricing Spreads

Senior Cash Flow Unitranche Subordinated

Sep-22 4.25% - 6.75% 6.75% - 9.00% 10.25% - 12.75%

Aug-22 4.00% - 6.50% 6.50% - 8.50% 10.00% - 12.50%

Sep-21 4.00% - 6.00% 6.00% - 8.00% 9.00% - 12.00%

• Despite challenging economic
conditions, businesses have exhibited
improved debt sustainability as debt-
to-equity ratios declined to 52.6% in
FY22, supported by the accumulation
of impressive profits and cash flows
during a period where interest rates
have been historically low.

• Debt sustainability has been
particularly healthy in the technology
and healthcare sectors, demonstrating
debt-to-equity ratios of 5% and 9%
respectively, after benefitting from
Coronavirus-induced tailwinds.

• The proportion of operating profits
used to fulfil interest payments fell to
11.3% in FY22, its lowest level in 8
years. However, the outlook will soon
evolve given the increasing cost of
capital environment.

• Given the intensifying inflationary pressures driven by geopolitical events such as the Ukraine Invasion
and the ‘cost of living crisis’, it is widely accepted that we are in a more conservative credit environment
where funding sources are still available but at a higher cost of capital and generally tighter terms.

• There is a notable ‘debt quality spread discrimination’, particularly among high yield debt products.
Pricing spreads for ‘blue-chip’, large organisations have only increased by roughly 0.25% - 0.5% whereas
pricing spreads for SMEs have increased by as much as 2% since 2021.

• The balance of power between borrowers and lenders has changed, with a ‘flight to quality’, there will
be greater dialogue on covenants and more robust sensitivity analysis.

Source: Bank of England, Gambit Analysis



Alternative Credit Options
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Private Credit Market

• Lowest pricing
• Low debt multiple 
• Shorter duration / 

maturity period

• Enhanced debt multiple
• Tightened terms, 

covenants and security
• Partly amortising

• Enhanced debt multiple
• Bullet debt
• Hybrid loan
• Requires lower equity 

contribution

• Flexible covenants
• Dynamic and high-speed 

execution
• Hybrid loan
• Higher pricing

• In this evolving and dynamic economic landscape, public markets are tightening but the alternative debt 
market remains very much ‘open’.

• Specifically, 38% of European private debt funds expect deal activity to increase from 2022 to 2023, with 
a particular focus on quality assets, more robust sensitivity analysis and greater dialogue on covenants.

• Key drivers of enhanced deal flows include an unprecedented c.$170bn of pent-up dry powder, sponsors 
seeking realisations and a retreating public market.

• Borrowers cite the high speed of decision making, the ability to structure bespoke deals and the 
flexibility of terms as the primary advantages of leveraging the private credit market.

• ESG has become a key point of the due diligence process, with 77% of lenders now evaluating ESG 
considerations as part of their lending strategies.

• Private capital markets have been more resilient to economic uncertainty than other markets in the past 
and private debt is expected to outpace the wider market over the next 12 months.

• Leveraging the expertise of a knowledgeable debt advisor, to support a quality proposal to present to the 
most relevant funder audience, is key in achieving a successful fundraise in this dynamic market.
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Gambit Corporate Finance – Debt Advisory

Jason Evans

Partner, Debt Advisory

Office: +44 (0) 845 643 5500

Mobile: +44 (0) 772 544 6741

Email: jason.evans@gambitcf.com

Koo Aseeley

Manager, Debt Advisory

Office: +44 (0) 845 643 5500

Email: koo.aseeley@gambitcf.com

Corporate Finance International

Gambit is the exclusive UK shareholder of CFI, a global
partnership of middle-market investment banks and
corporate finance advisory firms. With over 250
professionals located in 26 offices throughout the world,
CFI members specialise in cross-border acquisitions,
disposals, capital raising, and related services. CFI is
ranked number 20 in Europe and 30 globally by Thomson
Reuters for transactions valued up to €200 million.

www.thecfigroup.com

Gambit Corporate Finance

Established in 1992, Gambit Corporate Finance (“Gambit”)
is an independent corporate finance firm specialising in
advising private and public organisations on mid-market
transactions in the UK and overseas. With offices in
London and Cardiff, Gambit is widely recognised as a
market leader in corporate finance advice having built up
detailed industry knowledge and an enviable track record
in deal origination and execution.

www.gambitcf.com

Harrie Thorrington

Executive, Debt Advisory

Office: +44 (0) 845 643 5500

Email: harrie.thorrington@gambitcf.com
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