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Strong markets traditionally 
make for optimistic investors, 
but this time feels different. A 
slow grind up across the board 
on the quarter has consistently 
been met with skepticism, with 
sentiment becoming increasingly 
bearish the higher that markets 
climb. While equity investors 
may be justified in their feelings 
of irrational meagerness, debt 
investors need not rely on the 
collective emotions of the globe. 
Businesses remain flush with cash 
and eager to opportunistically 
take advantage of low rates 
to expand their core business. 
Consumers have as much dry 
powder as ever, with fiscal policy 
and lawmakers pushing out 
concessions to protect their 
constituents. Private lenders are 
built to take advantage of strong 

secular tailwinds, making this one 
of the best environments for the 
asset class in over a decade. 

The fund exceeded expectations 
in Q2 as all months were positive 
and the quarter surpassed our 
run-rate target return. The credit 
environment for lenders continues 
to be extremely favourable, as 
public and private credit markets 
hold strong and many benchmark 
indices climb higher on the year.

 The portfolio of commitments 
continue past the critical mass 
of private investments achieved 
back in Q1 2021. Some of our 
earlier commitments approach 
full deployment, increasing the 
pro rata share of vested private 
investments within the portfolio. 
Business development companies 
(BDCs) have been a tremendous 
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source of return since January, with many BDCs reaching 
all-time highs. We continue to trim BDC exposure to re-
align weights and de-risk the portfolio as we head into 
the back half of the year. Overall, 2021 has been a banner 
year thus far for the strategy, and we are cautiously 
optimistic heading into the second half of the year. 

Liquidity Sleeve 
Managers Include: Ares, Blackrock, Sixth Street, Oaktree 
Exposures: North America and Asia

The liquidity segment’s primary function is to reduce cash 
drag while balancing the need for both redemptions and 
capital calls. In the second quarter, capital calls increased 
quarter over quarter (QoQ), increasing the movement 
between sleeves. Given positive market conditions and the 
increased weight that comes with strong performance, we 
exited two BDC positions to opportunistically reduce risk 
as our private sleeve continues to vest. 

The BDC portion of the overall portfolio remains at 
around 12% post-sale, in-line with our first quarter weight. 
Performance in the first half of the year was incredibly 
strong, and Ares and Sixth Street continue to lead 
performance. Ares Capital Corporation saw its portfolio 
company weighted-average EBITDA increase 12% QoQ in 
the second quarter, with a slight increase in its weighted-
average interest coverage ratio. These numbers are 
consistent with an improving credit environment and 
several qualified borrowers looking to access financing. 
After paying out a regular dividend of 40 cents per quarter 
over the last 10 quarters, the company has raised its 
dividend 2.5% for Q3 2021. The fund continues to hold Ares 
as the largest BDC holding, representing approximately 
4% of the fund’s total assets.

The team continues to meet with management teams 
and evaluate potential changes within the liquidity sleeve. 
Although we are cautiously optimistic about the second 
half of the year, risk monitoring and portfolio changes to 
reduce risk continue to be key considerations internally.

Defensive Posturing for Business Development 
Companies in the Portfolio 

The BDC weight within the portfolio approached 
highs of ~16% of NAV, a byproduct of extremely strong 
performance. This led us to decrease weight across 
the BDC book, selecting higher risk holdings that 
were struggling to retain book value over the last 12 
to 24 months. In doing this, we were able to reduce 
nominal BDC exposure while getting more defensive 
for the second half of the year. Both Apollo Investment 
Corporation & Golub Capital positions were fully exited in 
July. The team continues to evaluate the public sleeve as 
we seek to reduce risk in the public sleeve of the portfolio.

In the private portion of the portfolio, the team is mulling 
over entering a new position with another interval 
fund but remain early in the due diligence process. The 
incumbent interval fund has performed very well, with 
the structure having considerable synergies with our 
strategy due to the mix of advantageous liquidity terms 
and niche private exposures. We expect to have a further 
update in the third quarter. 

CHANGES AND OPPORTUNITIES FOR 
THE PORTFOLIO

SEGMENT UPDATES 
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Purpose Specialty Lending Trust
CURRENT POSITIONING (JUNE 30TH, 2021)
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Overall, 2021 has been a banner year 
thus far for the strategy, and we are 
cautiously optimistic heading into the 
second half of the year. 



Direct Lending 
Managers: ONEX, Oaktree, Monroe, Star Mountain, 
Beechbrook 
Exposures: North America and Asia 

Direct lending continues to be one of the best 
performing segments in the portfolio. Value-add 
lending remains strong as strong borrowers have 
an insatiable demand for expansion capital. These 
borrowers are dealing from a position of strength 
and are higher quality than typical borrowers. The 
improvement in quality has yet to impact loan spreads, 
leading to a nice pickup compared with years past.  

Beechbrook continues to draw modest amounts of 
capital and originate loans across the UK. In the quarter, 
we received a special distribution from the fund as 
warrants on one of its portfolio companies paid out. 
With strong spreads in the middle-market and strong 
demand, warrants across its loan book serve as a 
sweetener that enables us to capitalize on strong macro 
conditions thus far in 2021. 

Star Mountain called over 22% of our commitment in the 
second quarter, representing an increase in weight of 
approximately ~210 bps at the fund level. Star Mountain 
has a target total net IRR of 15%+ and has a strong track 
record of providing investors with strong risk-adjusted 
net returns. The increase in pace and magnitude of 
capital deployment is a positive sign and bodes well for 
the second half of the year. 
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Specialty Finance 
Managers: Victory Park, Neuberger Berman, Invico, Variant
Exposures: North America

Specialty Finance remained strong in the second 
quarter, led by both Invico and Variant. Both funds 
produced positive net returns in all relevant quarters. 

Invico’s strategy is well positioned for the current 
environment. Its strategy is industry-agnostic, providing 
financing solutions across a breadth of companies in 
need of cash for expansion, capital expenditures or other 
growth spending. The fund closed on five transactions 
in the quarter totalling up to ~46mm ($CAD) to a 
variety of companies – from cannabis to real estate. 
This represents a record quarter with respect to capital 
placed. The Variant Investments team had a strong 
quarter, earning a total net return of 3.5%. With rapid 
expansion in their assets under management, they have 
managed to put money to work quickly and efficiently. 
The portfolio currently has 50.9% of commitments under 
12 months in length allowing for substantial liquidity to 
re-deploy capital in this red-hot market. 

Neuberger Berman continues to call capital, with 40% 
of our initial commitment remained to be called. We 
expect to be fully deployed by the end of 2021. With all 
the other holdings in the sleeve fully invested, we are 
beginning the process of scoping out new investments 
to add to this segment of the portfolio. 

Overall, this sleeve is serving its purpose as a highly 
diversified and modestly liquid book of consumer and 
business loans. While more cyclical than other sleeves, 
the niche exposures and unique betas provide a strong 
source of returns to the fund.   

Supply Chain Financing 
Managers: TransAsia  
Exposures: Asia  

With the last of expected impairments for TransAsia 
fully baked in, we are cautiously optimistic about the 
path forward. The current proposal sees a return to its 
distribution in late Q4 2021, as current capital is being 
recycled within the portfolio. Originations remain essential 
to any lender, as maintaining relationships with key clients 
and building relationships with well-secured businesses 
is the most efficient way drag the portfolio into normalcy. 
On the quarter, the funds remained flat, with a total of 
73 loans issued in June, bringing its total loan book to 
659 loans. The increased velocity of organizations is a 
positive sign, and we believe that the funds represent a 
strong potential opportunity for the second half of the 
year. Fee waivers and concessions on terms allow for 
improved economics once the fund returns to its run-rate 
performance objectives, acting as a sweetener. 
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Capital Calls LTM Breakdown
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Public policy in both Hong Kong & Taiwan has been 
extremely sensitive to COVID-19 case counts, which has 
led to accelerations in restrictions at various points since 
the beginning of the health crises in early 2020. While 
Ontario is excitedly counting blessings at case counts 
in the low hundreds, Hong Kong quickly closed its 
borders to all passengers from the UK in June 2021, after 
a single case was presumed to have been imported 
from the region. Despite extremely light relative case 
counts in the region, policy decisions remain relatively 
strong, interfering with businesses ability to operate. 
Case counts across Asia have steadily declined since the 
beginning of the second quarter to both relative and 
absolute lows for the year. 

Although the sleeve has had a rough 2020 and 2021, 
we have now fully realized queued markdowns and 
optimism is slowly building. With the pain behind us 
and an increase in global shipping, the conditions are 
slowly but steadily improving.  
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All data sourced from Bloomberg unless otherwise noted.
The content of this document is for informational purposes only, and is not being provided in the context of an offering of any securities 
described herein, nor is it a recommendation or solicitation to buy, hold or sell any security. The information is not investment advice, nor 
is it tailored to the needs or circumstances of any investor. Information contained in this document is not, and under no circumstances 
is it to be construed as, an offering memorandum, prospectus, advertisement or public offering of securities. No securities commission 
or similar regulatory authority has reviewed this document and any representation to the contrary is an offence. Information contained in this 
document is believed to be accurate and reliable, however, we cannot guarantee that it is complete or current at all times. The information provided 
is subject to change without notice.
Commissions, trailing commissions, management fees and expenses all may be associated with investment funds. Please read the prospectus 
before investing. If the securities are purchased or sold on a stock exchange, you may pay more or receive less than the current net asset value. 
Investment funds are not guaranteed, their values change frequently and past performance may not be repeated.
Certain statements in this document are forward-looking. Forward-looking statements (“FLS”) are statements that are predictive in nature, depend 
on or refer to future events or conditions, or that include words such as “may,” “will,” “should,” “could,” “expect,” “anticipate,” intend,” “plan,” “believe,” 
“estimate” or other similar expressions. Statements that look forward in time or include anything other than historical information are subject to 
risks and uncertainties, and actual results, actions or events could differ materially from those set forth in the FLS. FLS are not guarantees of future 
performance and are by their nature based on numerous assumptions. Although the FLS contained in this document are based upon what Purpose 
Investments and the portfolio manager believe to be reasonable assumptions, Purpose Investments and the portfolio manager cannot assure that 
actual results will be consistent with these FLS. The reader is cautioned to consider the FLS carefully and not to place undue reliance on the FLS. 
Unless required by applicable law, it is not undertaken, and specifically disclaimed, that there is any intention or obligation to update or revise FLS, 
whether as a result of new information, future events or otherwise.
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With the pain behind us and an increase in 
global shipping, the conditions are slowly 
but steadily improving. 


