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A different kind of discipline

The strength of the current market represents both a challenge and an
opportunity for direct lenders, says Alexis Maged, bead of credit at Owl Rock,

How has the experience

of the pandemic over the
past 18 months impacted your
approach to underwriting,
due diligence and risk
management?
Heading into the pandemic, Owl Rock
had displayed strong portfolio perfor-
mance since inception while focusing
on downside protection and portfolio
diversification across non-cyclical sec-
tors. Owl Rock was well-positioned
after building a diversified direct lend-
ing portfolio of upper middle market
companies with an average EBITDA of
$100 million.

At the onset of covid in March last
year, while we were confident in our
portfolio, we quickly implemented
significant adjustments to our port-
folio and credit process in response
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to the new environment. We were in
the middle of an investment commit-
tee meeting on 11 March 2020 when
we received news that someone in the
building tested positive. The firm initi-
ated its work-from-home protocols and
requested that everyone leave immedi-
ately. We were all expecting to return
in a few weeks’ time, only to be out for
over a year.

At the onset of the pandemic, we
were well-positioned to benefit from
our large, senior underwriting team.
Our approach to scaling the firm was
always based on hiring in anticipation
of size. As a result, we had highly ex-
perienced, senior underwriters on the

team and immediately embedded those
individuals within each of our portfolio
companies alongside industry-focused
subject matter experts.

At the same time, we ‘heat-mapped’
our credits based on issues arising or
those we felt were likely to surface. This
elevated our focus on consistent, open
dialogue with borrowers and sponsors
for real-time updates. Early on, that heat
map displayed some of the most impact-
ed borrowers and, in turn, allowed us to
focus our efforts on these positions.

We already had a well-established
quarterly portfolio watchlist process
and we began to hold those meetings
weekly so that the investment commit-
tee could effectively track what needed
management’s attention quickly and
where we needed to focus our resourc-
es in the near term.
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