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Goldman Sachs Asset Management The large deal pioneer

‘P
rivate credit 
is becoming 
mainstream,” 
says James 
Reynolds, 
global co-head 

of private credit at Goldman Sachs 
Asset Management, refl ecting on the 
increasing ability of direct lenders to 
provide fi nancing for large, high-
quality businesses – a part of the 
market that banks used to consider 
their natural territory, writes Andy 
Thomson.

GSAM is both one of the world’s 
largest asset managers (with around 
$2.5 trillion under management) 
and one of the biggest alternative 
asset managers (circa $430 billion). 
Of that $430 billion, the $97 billion 
comprised of credit makes it GSAM’s 
biggest alternative asset class. 
According to Reynolds, it’s likely to 
get much bigger. “I can see it scaling 
the most because, on the direct 
lending side, we’re still scratching 
the surface,” says Reynolds. 

Reynolds joined Goldman 22 years 
ago and spent six years in private 
equity before moving to the private 
credit side of the business in 2006. 
“At the time we only had a mezzanine 
fund of around $3 billion, which was 
the largest fund of its type in the 
market. Private equity was raising 
bigger and bigger funds and we 
wanted to be their lender of choice.” 

It was a small team that Reynolds 
joined, but the operation has 
continued growing to the present 
day. The seventh fund, Mezzanine 
Partners VII, closed on a whopping 
$13.5 billion. The fi rst Mezzanine 
Partners fund, which was launched to 
bridge the gap between senior bank 
debt and equity, had closed on $1.2 
billion in 1996 – making GSAM a 
pioneer of the private credit industry. 
Only a handful of mezzanine 

“ We were starting 
to see cracks in the 
bank senior debt 
market and we 
began to consider 
how we could 
become lender 
of choice ”
James Reynolds,
Goldman Sachs Asset Management

specialists, including the likes of 
MezzVest and Intermediate Capital 
Group, provided competition at 
the time. Goldman declined to 
comment on fundraising. 

Reynolds refl ects that, despite 
the fund’s name, it was mostly in 
Europe that the mezzanine product 
was being used by borrowers in the 
original days – in the US, the fi rm was 
using the fund to make private high-
yield investments. Both markets have 
converged today. 

Around the time of the global 
fi nancial crisis, GSAM saw an 
opportunity arising for a new 
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business line. “We were starting to 
see cracks in the bank senior debt 
market and we began to consider 
how we could become lender of 
choice in the private equity world 
on the senior side, which is much 
bigger than mezzanine. For every 
one dollar of junior debt, you had 
maybe fi ve or six dollars of senior.” 

With the bank fi nancing market 
in steep decline, GSAM launched 
its fi rst direct lending fund in March 
2008 and closed on $10.5 billion. 
“Even by today’s standards that 
would be a big fund but at that time 
it was something of an alien and 
we went straight to being lender of 
choice for large companies.” 

Direct origination 
Reynolds says the fund could either 
support entire capital structures 

or anchor fi nancings with the rest 
being syndicated through banks, 
but the key point was that GSAM 
would originate directly, taking the 
conversation to borrowers in the 
same way it had already done for 12 
years with the mezzanine strategy. 

Today, GSAM’s private credit 
AUM rivals some of the largest 
independent private credit 
investors at $97 billion, comprising 
senior direct lending, mezzanine, 
opportunistic and asset fi nance 
across a range of institutional funds, 
wealth management vehicles and 
managed accounts. 

Reynolds refl ects that, a few years 
after the fi rst fund’s launch, a new 
generation of direct lenders arrived 
on the scene. However, many of 
these fi rms were raising smaller 
funds than GSAM and targeting 

sponsorless deals in the small-
cap space. It was around the time 
that the phrase ‘shadow banking’ 
was widely used to describe their 
activities along with ‘lender of last 
resort’, used only by those borrowers 
unable to obtain fi nance anywhere 
else. 

He adds that, during this period, 
it was diffi cult for GSAM to prise 
investors away from what they 
were becoming increasingly used 
to. “We would be talking about 
large-cap deals with high-quality 
businesses and people found it hard 
to believe that we were operating in 
a market with better terms and less 
competition. In the small-cap space, 
you often had 20 or 30 lenders 
competing for the fi nancing piece.” 

Even before raising additional 
pools of capital in 2015, worth over 
$20 billion, GSAM was already 
providing fi nancings meaningfully 
bigger than most direct lenders. 
Now, the difference was even starker. 
“We could go to big companies 
and leading sponsors and say for 
a $750 million fi nancing we’ll do it 
all. They saw what an easy solution 
this provided and we were able to 
become a leading partner of all the 
big private equity fi rms in Europe.” 

Since 2015, many of those smaller 
managers from the post-GFC 
period have themselves become 
substantially larger and targeting 
the kind of deals GSAM pioneered 
is now more commonplace. “When 
it comes to fi nancings worth up 
to $500 million, direct lending is 
probably 90 percent of that market 
today – and, if you’re trying to raise 
$1 billion or even more, those deals 
are increasingly in the remit of direct 
lenders as well,” says Reynolds. 

The market may be a little more 
populated now, but GSAM can 
look back on a period where it was 
a direct lending behemoth before 
such a thing became remotely 
fashionable. 

“I think everybody’s a bit cautious about it, and 
the more remote you are from Europe, the more 
cautious you are,” says Reynolds of the recessionary 
storm clouds building in the region. However, he 
is keen to point out that some of the best deals 
can arise from what look like the most adverse of 
circumstances. 

“I remember our chairman saying: 
‘you have to look beyond the 
headlines’ and that’s absolutely 
true. Even in this environment, 
we continue to fi nd attractive 
opportunities in Europe. 
There are really high-quality 
businesses which should not be 
impacted by recession.” 

Look beyond the headlines


