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Financing the Growth Economy
through Digital Credit - Part II
In our previous 2021 whitepaper, we highlighted that “Growth Economy” loans (e.g. telecom, IT, financials,
healthcare) represent 43% of the leveraged loan market compared to 64% of the equity market.1 This means
private credit investors are generally underweighted to Growth Economy assets and overweighted to the “Old
Economy” (e.g. manufacturing, consumer goods, real estate). In this whitepaper, we dive deeper into the credit
side of Growth vs. Old Economy sectors by exploring price volatility and market growth among levered loans.
Historical performance indicates that private credit investors who overweight loans to Growth Economy
businesses may experience higher growth, lower volatility and superior investment performance.2

Loan Pricing Volatility
In periods of market distress, Growth Economy loan prices have
traded significantly better than Old Economy loan prices.
Throughout the past 15 years, Growth Economy loan prices have
averaged +1.51 points higher than Old Economy loans (i.e., an
average price of 97.01 for Growth Economy loans vs. 95.50 for
Old Economy loans). Amid the volatile markets of 2008-09,
2015 and 2020, the average Growth Economy loan pricing
advantage increased to +2.91 points. In the latest April 2022
YTD market disruption, which featured a rotation away from

high-growth equities into more traditional value stocks,
Growth Economy equity industries in the S&P 500 fell -16.9% on
average, while Old Economy equities fell by -1.7%. Yet in the
loan market, Growth Economy loan prices fell only -1.0% during
the same time period, outperforming a -1.4% decline in Old
Economy loan prices. This divergence supports our view that
Growth Economy equity investors have been absorbing the
recent contraction in valuations, while loan investors have
largely been insulated.

Difference in Weighted Average Loan Bid Levels, Growth Economy vs. Old Economy3
(positive value indicates higher average bid level for Growth Economy loans)
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Leveraged Loan Market Growth
An analysis of levered loan par value over time shows that the
Growth Economy credit market is also growing faster, in addition
to being less volatile, than Old Economy loans. While historical
pricing levels suggest that Growth Economy levered loans
demonstrate less volatility than Old Economy assets, in the five
years since 2017, total Growth Economy outstanding par value
has grown at a 10.7% CAGR, which is a +2.0% faster growth rate
than Old Economy loans.
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Growth Economy vs. Old Economy, U.S. Leveraged Loans3

Par Amount Outstanding, U.S. Leveraged Loans3
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Conclusion
This historical analysis of levered loan pricing and volume suggests that Growth Economy loans are less volatile, especially in periods
of market distress, and are part of a faster growing market. Investors may want to tailor their exposure to favored industries that
exhibit these strong characteristics over the long-term, which may be difficult to achieve with the preponderance of managers
offering diversified portfolios overweighted to the Old Economy. Digital credit offers private credit managers direct access to the
Growth Economy and its supportive secular tailwinds.
A successful digital credit strategy requires the expertise of both a sector specialist and a traditional private credit manager. Large
and growing demand from issuers in the digital realm, driven by significant infrastructure capital expenditures, allows private credit
lenders with digital expertise to be well-positioned for rapid deal flow, proper assessment of sector-specific dynamics and
generation of attractive risk-adjusted returns. The broader DigitalBridge platform has over two decades of private credit expertise
combined with operational and investing experience, and has forged strong relationships managing mission-critical network
infrastructure with some of the world’s largest and most profitable companies.
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Contact Us

Footnotes:
1. Sources: S&P Leveraged Commentary & Data for
Leveraged Loans, S&P 500 for Equities, as of
April 29, 2022. Growth Economy sectors include
Communications Services, Financials, Health Care and
Information Technology. Old Economy sectors include
Consumer Discretionary, Consumer Staples, Energy,
Industrials, Materials, Real Estate and Utilities.
2. Past performance is not indicative of future results.
3. Source: S&P Leveraged Commentary & Data, as of April
29, 2022
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About DigitalBridge
DigitalBridge (NYSE: DBRG) is a leading global digital infrastructure firm. With a heritage of over 25 years investing in and operating businesses across the digital
ecosystem including cell towers, data centers, fiber, small cells, and edge infrastructure, the DigitalBridge team manages a $47 billion* portfolio of digital infrastructure
assets on behalf of its limited partners and shareholders. Headquartered in Boca Raton, DigitalBridge has key offices in New York, Los Angeles, London, and
Singapore.
For more information, visit: www.digitalbridge.com

Disclaimer
The information contained in this paper (the “Information”) has been
prepared by Digital Credit Advisor, LLC (the “Manager”) for informational
purposes only to provide a summary of the Manager’s beliefs with respect to
certain market trends and is not, and under no circumstances is it to be
construed as, a prospectus or an advertisement and any future discussions
regarding the information are not, and under no circumstances are to be
construed as, an offer to sell or a solicitation or offer to purchase any
securities in any jurisdiction. Any offer or sale of securities may in certain
jurisdictions be restricted by law and recipients should inform themselves
about, and observe, any such restrictions.
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The Information is subject to withdrawal, cancellation or modification
without notice. Statements in the Information are made as of a certain date
in the past, and the delivery of the Information at any time shall not under
any circumstances create an implication that the Information is correct as of
any time subsequent to such date in the past. Recipients should not treat the
contents of the Information or any prior, or subsequent, communications
from the Manager or its affiliates or any of its or their partners, members,
shareholders, managers, directors, officers, employees, agents,
representatives and/or consultants (“Manager Parties”) as advice relating to
legal, taxation, ERISA or investment matters or as a recommendation to
pursue or make any investments and are advised to consult their own
professional advisers concerning the acquisition, hold or disposal of
investments.

To the fullest extent possible, by accessing the Information, you release the
Manager and each of the Manager Parties in all circumstances from any
liability whatsoever and howsoever arising from your use of the Information.
Accordingly, none of the Manager or any of the Manager Parties shall be
liable for any loss (whether direct, indirect or consequential) or damage
suffered by any person as a result of relying on any statement in, or omission
from, the Information or in, or omitted from, any other information or
communications provided. The Information contains statistics and other
data that have been obtained from or compiled from information available by
third-party service providers; the Manager has not independently verified
such statistics or data.
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