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Disclaimer

J.C. Rathbone Associates Limited and Chatham Financial Europe Ltd are authorised and regulated by the Financial Conduct Authority (FCA) in the 
United Kingdom under reference numbers 145229 and 197251, respectively. This document is intended for persons who would come within the 
FCA’s definition of professional clients, eligible counterparties and investment professionals (as such term is  defined in Article 19 of The Financial 
Services and Markets Act 2000 (Financial Promotion) Order 2005) only and should not be relied upon or distributed to persons who would come 
within the FCA’s definition of retail clients. No other person should rely upon the information contained within it. This document has been issued 
for information purposes only and does not constitute investment advice and is not to be construed as a solicitation or an offer to purchase or sell 
investments or any related financial instruments. This document has no regard for the specific investment objectives, financial situation or needs 
of any specific person or entity. The information contained herein is based on materials and sources that we believe to be reliable. We make no 
representation or warranty, either express or implied, in relation to the accuracy, completeness or reliability of the information contained herein. The 
information in this document is not suitable for use in any jurisdiction where such activity or its distribution is prohibited. Any persons resident 
outside the United Kingdom must satisfy themselves that they are not subject to any local requirements which prohibit or restrict them from doing 
so. In particular, the information herein does not constitute a solicitation in the United States of America to or for the benefit of any US Person as 
such term is defined under the United States Securities Act of 1933, as amended. The information contained herein shall not be reproduced in any 
form without our prior written approval. 

This paper is the product of a responsible source
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2019 in numbers. . .

Chatham Financial 
and JCRA merged 

who speak 30
different languages 

Our team advised on
20,000 transactions

for 3,000
clients 

totalling over $700bn 
notional per year

from 7 global 
offices

and reviewed over 
3,000 ISDAs

We hedge in over 
75 currencies

with $1.1trn in active debt notional 
on our debt management platform

and over 700 hedge 
accounting clients

we grew our team 
to over 700 people

and advise in 50  
different countries

2019 30

20k 3k

$700bn

7

3k

75 $1.1trn 700

700

50
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Our Review of 2019

As well as marking JCRA’s 30th year in business, 2019 was also a 
year of great transformation: JCRA merged with Chatham Financial.  

The newly merged businesses came together in 
November, creating a global powerhouse with a 
market-leading technology offering. The numbers 
and transactions reported here in our yearbook 
represent the work of the joint teams for our clients 
across Europe. We have also chosen to showcase 
some of our most innovative projects worldwide.

At the outset, 2019 looked to be a challenging year.  
Global growth was slowing, trade wars were being 
waged on Twitter and the Brexit chaos continued.  
However, having now seen the year out, we are 
definitely in a more positive mood. The US seems to 
have staved off recession through a reversal of its 
monetary policy stance and, despite subsequent 
gyrations of the stock market in reaction to the trade 
tweets, a truce between the US and China looks to 
be on the horizon. Global stock markets have shown 
good returns, with the MSCI World Index up 25%.  

"The Libor transition has been a big focus for 
borrowers as some banks are now offering Sonia 
based loans but, for now, the derivative market is 
not as developed."

Looking at where most major currencies ended 
the year compared to where they started, you’d be 
forgiven for thinking 2019 was a rather unremarkable 
year for the FX market. It was anything but, 
especially for GBP which saw large swings in both 
directions, particularly in the lead up to October’s 
Brexit date and immediately after the general 
election in December. It was a year of strength for 
the US dollar due to both the US economy’s relative 
outperformance and global uncertainties keeping 
investors in "risk off" mode. 

In real estate, we saw lower transaction volumes for 
new deals, but refinancing activity was reasonably 
buoyant. Many of our clients took advantage of the 
fall in swap rates through the summer to reset the 
costs of their fixed rate debt at levels lower than 
Libor for five to ten year terms. The Libor transition 
has been a big focus for property borrowers as some 
banks are now offering Sonia based loans but, for 
now, the derivative market is not as developed. 

For private equity and financial sponsors, the trends 
that drove risk management activity were public to 
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private transactions and cross border M&A. Sponsors 
are undertaking more detailed pre-deal diligence on 
FX exposures and optimising the balance of "natural" 
FX hedging and interest costs by denominating debt 
in different currencies.  

Still topical is hedging at fund level. We have worked 
extensively this year with private credit funds on their 
risk management strategies – and feature here a case 
study on FX share class hedging in infrastructure. 
Our client was looking to attract a broader range of 
investors to a new fund, which meant providing a 
solution to unwanted currency exposure, as these 
investors wanted returns in their investment currency 
rather than the local fund currency. The outcome 
was to offer investors the choice of investing in the 
hedged, or unhedged share class with customised, 
clear and transparent reporting on the hedged 
investment performance and the cost of the hedging 
programme. 

In infrastructure, our mandates in the renewables 
space came from all around the world, including the 
largest South East Asian deal-contingent interest rate 
hedge to date. Ongoing refinancing activity in PPP 
projects led to lower funding costs, and we were proud 
to advise Transport for London on the Silvertown 
tunnel project (also described in our case studies 
here).

In the social housing sector, our activity was all 
about the capital markets. As legacy bank debt 
constrains many of these organisations in their 
growth and development ambitions, there is a strong 
motivation to refinance. The attractive pricing offered 
by institutional investors via private placements 

meant we advised on £2.2bn of debt capital market 
transactions, as well as a further £1.2bn of other debt 
restructuring.   

Hedge accounting features in many transactions, and 
on some occasions is the driver of hedging decisions. 
We work with small, medium, and large businesses, 
providing over 700 clients with hedge accounting and 
valuation services and helping them understand their 
derivative positions. This can enable transformation 
of an organisation’s derivatives management and 
reporting to reduce volatility in earnings statements. 

In addition to hedge accounting, valuation, and 
regulatory practice areas, our combination with 
Chatham introduces unparalleled debt and 
derivatives technology to our clients. For over a decade 
Chatham has invested in building its market-leading 
platform, ChathamDirect. Our advisory services 
combined with this technology will give our clients 
greater access to data and knowledge. We are thrilled 
to be able to offer our European clients this complete 
risk management solution.

Finally, it was a year of recognition for both JCRA and 
Chatham Financial. As winners of both the Global 
Capital Risk Management Advisory Firm of the Year 
and Hedging Advisor of the Year at the Risk Awards 
2020, we can proudly say that our merger truly is a 
combination of two award-winning organisations.  
However, none of this is possible without the support 
and engagements you bring to us.  We are privileged 
and honoured to be invited into your transactions and 
look forward to working with you in 2020.

Introduction

Jackie Bowie
Managing Director, Real Estate & Co-Head of Europe

"For over a decade Chatham has invested in 
building its market-leading technology platform, 
ChathamDirect. We are thrilled to be able to 
offer our European clients this complete risk 
management solution."

Brian Conly
Managing Partner, Private Equity & Infrastructure
Co-Head of Europe

"Chatham’s expanded European team 
will continue to deliver best-in-class trade 
execution while helping clients navigate rapidly 
evolving markets, from Libor replacement to 
Brexit."
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Private Equity and Corporates

The private equity world had a strange feeling of déjà vu in 2019. 
Strong competition for assets and high levels of dry powder ($1.7 
trillion) pushed valuations to the higher end of their historical range. 

On the macro side, the Brexit saga, trade tensions 
and global growth dominated once again. 

FX volatility may be at historically low levels, but 
more and more private investors are focusing 
their attention on currency risk. This is less 
counterintuitive than it seems: historically, periods 
of low FX volatility have often been followed by 
sharp market moves. And so detailed FX due 
diligence, sometimes as early as the auction 
stage, is increasingly becoming the norm. Raising 
financing in currencies that match the asset’s 
cash flows (i.e. "natural hedging") is a common way 
to mitigate FX risk. With the drop in USD interest 
rates, this has become particularly attractive for 
UK-based companies with positive USD cash flow. 
But with liquidity in the GBP leveraged loan market 

having proved difficult last year, this was not always 
possible. In those cases, companies also deployed 
derivatives to achieve their desired capital structure.

Cross border UK and European Public to Private (P2P) 
2019 saw a surge in P2P activity from PE funds. This 
was largely due to valuation multiples being lower in 
public markets than private ones. The weak pound 
and euro also offered attractive FX entry points 
for investment, creating high demand for FX deal-
contingent hedging. The complexity of some of last 
year’s private equity transactions, much of it directly 
or indirectly related to the rise in protectionism, 
has had a significant impact on bank capacity and 
pricing for this market.

Interest rates were set to rise, then didn’t 
Even with debt and leverage levels higher than before 
the financial crisis, sponsor-backed companies had 
little reason to worry about interest rate risk. Interest 
rates across the G10 currencies are at historical 
lows. The US Federal Reserve cut rates three times 
this year and the European Central Bank once. In the 
Eurozone, with negative interest rates and 0% floors 
often embedded in loans, most short-term borrowers 
used option-based derivatives to hedge their risk. 
Meanwhile, in the UK and US, borrowers used swaps 
to lock in some of their interest rate exposures. 

Closely related to borrowing, the success story for 
private debt funds continued. Most asset classes 
suffered yield compression, but margins for direct 
lending in the US and Europe have been resilient 
and stayed well above pre financial crisis levels. In 
the search for opportunities, more and more debt 

funds are offering loans in currencies other than the 
one in which they are denominated. As a result, we 
are working alongside a higher number of them to 
optimise their FX hedging programmes.

"The complexity of some of last year’s private 
equity transactions, much of it directly or 
indirectly related to the rise in protectionism, has 
had a significant impact on bank capacity and 
pricing for this market."

Planning ahead
In an environment characterised by low yields, 
limited growth expectations and high valuations, 
sponsors will continue to be cautious.  Market 
volatility and geopolitical risk are likely to remain 
challenging in the coming year. For us, we will be 

keeping a close eye on the 2020 US election, US-
China trade conflict, Brexit and economic slowdown 
in China. Without real economic divergence, FX 
volatility should stay low, making options an 
attractive hedging strategy. We are expecting high 
demand for FX hedging driven by cross border 
deals for P2P and private transactions, as well as 
an increase in overseas buy-and-build activity for 
platform companies. In G10 currencies, the risk 
of interest rates increasingly looks limited, but 
hedging is correspondingly cheap – making it worth 
considering.

We look forward to helping our clients navigate these 
uncertain market conditions in 2020.

Benoit de Bénazé
Director, Private Equity

Private Equity and Corporates 2019 Private Equity and Corporates 2019
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Case study

SUSE
FX & IR Deal-Contingent Hedging

Private Equity and Corporates 2019

Background
Acquisition of SUSE, a leading global provider of 
open source infrastructure software for enterprises, 
announced in July 2018.

First large cross-border deal from EQT’s most recent 
Fund VIII (10.8 billion euros).

$2.5bn Enterprise Value, transaction subject to 
seller shareholder vote and customary regulatory 
approvals.

The deal involved a complex carve-out, meaning 
closing would take a long time (6 months or more).
Significant FX risk on the EUR equity coming from 
EQT fund VIII, as well as some of the EUR debt.

EQT exposed to EUR depreciation vs USD.

Post-closing: company exposed to interest rate risk  
on the EUR and USD financing.

Our approach
JCRA ran a competitive process with leading hedge 
providers to implement deal-contingent FX and 
interest rate hedges, as well as vanilla interest rate 
hedges post-closing.

Pre-closing, JCRA assisted EQT to implement 
a large FX deal-contingent trade to protect the 
conversion of EUR equity and debt into $ (fixed $ 
consideration).

The contract was structured such that EQT 
benefitted from favourable EURUSD forward points, 
i.e. the further into the future the hedge settled the 
better the rate.

Deal-contingent interest rate hedging entered into 
on part of the debt at a minimal premium relative to 
the market risk.

Use of a deal-contingent structure allowed EQT to 
walk away from the transaction at no cost if the 
deal wasn’t successful.

Competitive pricing on vanilla interest rate hedging 
post-closing by way of an auction process.

Benefits
Highly flexible and cost-efficient FX and interest rate 
hedging solutions thanks to deal-contingent structure.

Innovative ratchet deal-contingent structure to allow to 
get a more attractive FX rate for the most likely closing 
date.

JCRA managed a very competitive process, involving a 
large number of banks, and provided support to execute a 
large EURUSD trade in the market.

Deal-contingent FX hedge successfully protected EQT 
against adverse EURUSD market move between signing 
and closing; ratchet structure provided further economic 
benefit.

Mix of pre-closing deal-contingent and post-closing 
vanilla interest rate hedging balanced pre-hedging 
of interest rate risk against potential to benefit from 
favourable rates movements until closing.

Sub 

20%
 

premium for 
hedge top-up

Sub 

25%
 

premium for a 
12 month hedge

Large 

EURUSD 
deal-contingent 
FX & IR hedging



Background
A US government-sponsored enterprise wanted to 
achieve daily hedge accounting for a high volume 
of consumer loans, a process that has historically 
been exceptionally difficult to maintain due to 
documentation requirements.

Objectives included:
 
 • Full automation of all relevant accounting tests 

for loan portfolio hedge accounting.

 • Automatic creation and saving of all required 
hedge accounting documentation for each new 
hedge relationship.

 • Accurate tracking of hedge accounting results 
for month-end financial reporting.

Our approach
Chatham conducted an end-to-end business 
analysis exercise to understand needs and offer 
guidance on key accounting issues.

We developed a custom technology solution 
to designate 500k+ loans in hedge accounting 
relationships within minutes on a daily basis.

Benefits
We delivered a technology solution meeting all of the 
company’s hedge accounting automation needs with 
an ability to scale for various types of hedged items.

80%+ reduction in GAAP interest-rate sensitivity 
resulting from the operation of the company’s hedge 
accounting program.

500k+
consumer loans 
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Case study

Large Scale 
Hedge Accounting

Private Equity and Corporates 2019

80%+
 

reduction in GAAP IR 
sensitivity
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Carlyle 
FX & IR Hedging Advisory

IK Investment 
Partners

Advent International 
FX & IR Hedging Advisory

TDR Capital

Bain Capital / Cinven
FX & IR Hedging Advisory

PAI Partners

CD&R

EQT

Bain Capital 

FX Hedging Advisory

Advent International 
FX Hedging Advisory

Private Equity and Corporates 2019

A selection of recent transaction highlights
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Project Finance and Infrastructure

We have seen a rapid diversification in both asset 
type and geographical locations, with significant 
activity in Asia, Latin America and Australia. We 
were delighted to have assisted many of these 
projects, including LightsourceBP with its debut 
project in Australia and Octopus Energy with its 
Australian expansion. Elsewhere, we also advised 
on the structure and execution of the largest deal-
contingent hedge to date in South-East Asia, which 
won many awards across various industry bodies. We 
expect our activity in Asia-Pacific to continue, with 
several large-scale projects currently in the pipeline. 

UK
Yield compression in traditional renewable 
energy projects (onshore wind and solar in the 
UK, for example) has driven investors to look at 
opportunities that were previously perceived as 

too risky. Energy-from-waste (EfW) is the dominant 
sub sector in the UK. Technological advancement in 
recent years means that EfW projects can deliver 
significantly better results than they could five or 
six years ago, making the asset class a viable and 
attractive alternative to landfill. This has led to 
waste management companies entering the sector, 
alongside seasoned infrastructure investors who are 
keen to widen their focus. Following the successful 
closes of Lostock, Earls Gate and Rookery in 2019, 
we expect to see several more EfW projects reach 
financial close in 2020.

Europe
The pace of fundraising activity slowed down over 
the course of 2019, following rampant activity in 2017 
and 2018. Estimates of fundraising by infrastructure 
managers over the last five years are over €450 
billion. We have been involved in several refinancings, 
often driven by opportunistic M&A or debt 
optimisation, inevitably involving complex hedging 
requirements. The level of interest in deal-contingent 
hedging has remained high, and many more of these 
discussions proceeded to execution than in 2018. We 
expect this trend to continue as we head into 2020. 

APAC
Offshore wind in Taiwan has been the talk of the 
town. Project finance houses around the world have 
concentrated their efforts on gaining exposure 
to these immense projects. Several have reached 
financial close and are currently being developed. The 
640MW Yunlin project is one of the largest, financed 
with NT$85.5bn of 18-year non-recourse debt 
and a complex derivative structure with multiple 
stakeholders. This project was highly lauded, winning 

multiple awards including the 2019 PFI award for 
Asia Pacific Renewables Deal of the Year. There is 
ever increasing interest from other countries such 
as Japan and South Korea who are gearing up for 
their own offshore wind programmes. Taiwan in the 
meantime will continue setting the tone for the Asia-
Pacific region.

"The level of interest in deal-contingent hedging 
has remained high, and many more of these 
discussions proceeded to execution than in 2018."

PPPs
Outside of renewables, we continue to work on PPPs 
across the UK and Western Europe. Over the course of 
the year, we completed several projects for the NTMA 
in the Republic of Ireland as well as advising the 
Rijkswaterstaat on the A9 project in the Netherlands. 

We continue to advise OFGEM on the UK tender 
round five and six OFTOs, a number of which we 
expect to close in 2020. We are particularly proud to 
have advised Transport for London on the Silvertown 
Tunnel project, which won the 2019 PFI award for 
European Transport Deal of the Year (see case study).

Within the broader context of hedging advisory, our 
infrastructure clients have been increasingly focused 
on hedge accounting, ensuring that the valuation 
and reporting of hedges appropriately reflect 
their economics. Since we merged with Chatham 
Financial, our dedicated team of expert hedge 
accountants has expanded significantly and we 
are excited to support our global clients throughout 
2020.

2019 saw a continuation of the growth in renewable energy projects 
reaching financial close, with such projects accounting for almost 
65% of our engagements during the year. 

Project Finance and Infrastructure 2019 Project Finance and Infrastructure 2019

Rishin Patel
Director, Project Finance and Infrastructure



Background
Largest UK PPP infrastructure project in 2019,  
connecting the London Blackwall Tunnel to the 
Royal Docks industrial area. 

The project raised a total of GBP 1.2bn across five 
fixed/floating debt tranches from 14 banks and 
institutional lenders.

JCRA benchmarked the underlying swap rates for 
each debt facility both pre- and post BAFO and 
supported KPMG and Transport for London up to 
Financial Close.

The chosen bidder at BAFO was the Riverlinx 
consortium (made up of ASI, BAM PPP, PGGM, Cintra 
& SK Engineering) advised by Macquarie Capital.

The project experienced several delays to financial 
close, during a time of heightened volatility driven 
predominantly by political events.

Our approach
At pre-preferred bidder stage, JCRA ensured that 
both parties’ pricing in their financial models was 
based on the same underlying data.

By benchmarking each of the bidder’s risk solutions 
at the pre-preferred bidder stage, JCRA was able to 
negotiate competitive pricing for the execution and 
credit spreads ahead of FC. JCRA ran this process 
while bidders were still competing to be mandated 
for the concession.

Given Riverlinx’s complex funding structure, which 
consisted of multiple funders and debt tranches, 
including banks and institutional investors, JCRA 
continued to benchmark pricing for the proposed 
hedging solution throughout the process

JCRA agreed an acceptable FC protocol with 
Macquarie Capital.

Benefits
Benchmarking with both consortia pre-BAFO ensured 
that TfL and KPMG knew ahead of time how the chosen 
bidder would price the hedging at Financial Close.

JCRA discussed optimal execution windows with TfL 
and advised on the benefits risks and considerations 
of entering the market at different times.

The execution of the project was successful, achieved 
its objectives and delivered a competitive result for TfL.

Financial Close was smooth with several dry runs held 
in the run up.

TfL achieved competitive and fair pricing as a result of 
JCRA benchmarking rates during and up to Financial 
Close.

£1.2bn
financing raised

20 21

Case study

Silvertown Tunnel 
UK PPP

Project Finance and Infrastructure 2019

14 
lender syndicate



22 23

Case study

Share Class Hedging

Project Finance and Infrastructure 2019

Background
A USD open-ended fund invested in several 
geographies received requests from several 
foreign-currency-based investors looking to protect 
their investments in the fund back to their home 
currencies. The sponsor wanted to implement 
a "share class hedging" program, maximising 
efficiency and scalability.

Objectives:

 • Explore alternatives of structuring hedged 
sleeves in each currency.

 • Determine the optimal approach to mitigating 
each investor’s risk profile against fund asset 
currencies (2-level hedge overlay), while 
providing the needed investor liquidity in an 
open-ended fund structure.

 • Implement a program that offsets FX 
exposures and minimises hedging costs.

 • Optimise ISDA terms and regulatory 
compliance.

 • Provide timely, comprehensive internal and 
external reporting (hedge MTM, performance 
attribution, etc.).

Our approach
Chatham advised on structuring of hedging 
entities, proposed program design optimising 
operational efficiency, analysing hedge 
performance vs. realised NAV calculations.

We identified the most appropriate hedge 
counterparties, set up trading relationships, 
provided efficient execution, and managed ongoing 
collateral requirements.

Chatham provided daily valuations for all existing 
trades across all vehicles and counterparties, and 
designed customised reporting templates catering 
to various stakeholder needs. 

Benefits
We identified the optimal structure for the master 
fund’s existing situation, providing investors with the 
choice of investing in the hedged or in the unhedged 
share classes.

We catered the offering to various investor home 
currencies, allowing the fund to raise capital from a 
broader group of investors.

Chatham provided different base currency investors 
with specific and customised reporting, detailing the 
components of the hedged investment performance.

The new share class offering has been met with 
success, such that the hedged sleeves doubled in size 
versus program inception.



Background
A leading Saudi Arabia based company had 
entered into multiple USD rate bespoke derivative 
transactions. Due to a material change in the 
interest rate environment, the instruments had 
significant negative MtM, and so a higher risk 
profile than the borrower wanted to hold.

The company was assessing whether to terminate 
the positions, with a significant breakage cost to be 
paid, or to restructure the trades by extending their 
maturities and, hence,  adding further exposure to 
the underlying risk. 

Furthermore, the company also wanted to 
neutralise the market risk exposure and limit 
any further MtM deterioration, amid volatile rate 
markets. 

Our approach
We carried out a thorough documentation 
review and produced an integrated assessment 
of the overall exposure, including portfolio risk 
breakdown/sensitivities to the most basic 
derivative component. The client was able to make 
an informed decision after being able to clearly 
visualize the risk and the potential risk exposure 
along with applying stressing tools to gain more 
insights. 

The recommended restructuring approach proved 
to be the optimal solution to achieve the goal of 
cost minimization and timely execution.  Once the 
recommendation was agreed, the portfolio was 
neutralized after a successful hedge execution with 
two major banks. 

Benefits
The company is no longer holding derivatives with 
large negative values. The mandate team successfully 
coordinated two separate hedge executions with 
two major banks, who were parties to the original 
instruments. Prior to execution, a series of dry-run 
exercises ensured pricing alignment among all 
stakeholders. 

The outcome not only provided the company with 
a tangible execution cost-saving, but also a timely 
execution that safeguarded it from being exposed to 
further market risk volatility and MtM deterioration. 

24 25

Case study

Bespoke Interest Rate Derivatives 
Portfolio Restructuring

Project Finance and Infrastructure 2019

2
days implementation

5 
year tenor

$250m+
notional value
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Abu Dhabi 
National Oil Company
Interest Rate Hedging

Darlington Point 
333MW Solar Farm

East Midlands Rolling 
Stock PPP

Silvertown Tunnel PPP

Rookery South 60MW EfW

UK Solar Refinancing

383MW Offshore 
Wind Farm

Wind Portfolio Refinancing

Large Offshore Wind Farm Pre 
Hedge, FX Implementation, 
Interest Rate Hedging

A selection of recent transaction highlights

Project Finance and Infrastructure 2019

Rampion Offshore 
Wind Farm Refinancing
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Real Estate

2019 was a year of many questions but few answers: Brexit, weak 
global economic growth and ongoing geopolitical risks continue to 
take centre stage. 

European real estate yields remained at historically 
low levels as 2018’s expectations of higher interest 
rates failed to materialise. Consensus is that we 
are late in the cycle – valuations are high and 
attractive new opportunities are scarce. Perhaps 
unsurprisingly, we have therefore seen a reduction 
in new investment activity. 

The trend towards alternative real estate including 
residential, student housing, offices for flexible 
working, retirement homes and hotels remains. 
The hotel sector in particular has seen several 
interesting transactions, with investors selling 
off ground rents to those looking for long-dated, 
inflation-linked, secure income streams – of which 
there are many.

Brexit and flat yield curves in Europe
Lower yield curves have provided borrowers with 

attractive opportunities to refinance. Flat yield 
curves through most of Europe have meant that 
borrowers have been able to raise longer tenor debt 
with only marginal cost increases. Many income-
focused investors borrowing from institutional 
lenders were able to take full advantage of these 
favourable conditions.

UK debt markets were not as fruitful in 2019 as 
they were in the previous year, with continental 
banks choosing to take a backseat in the face of 
Brexit uncertainty. This eased pricing pressures 
throughout the market, resulting in an uptick in 
margins. In this environment, debt funds continue 
to be very active and we have seen an expansion in 
this sector with several new fundraisings. There has 
also been an increase in activity from investment 
banks, where we have seen growth in the number 
of CMBS term sheets. When analysing such debt 
terms, borrowers must be conscious of the hedging 
economics: downgrade language can end up 
leading to disproportionally expensive hedging.

"Flat yield curves through most of Europe have 
meant that borrowers have been able to raise 
longer tenor debt with only marginal cost 
increases."

FX hedging increases
FX risk was a particular concern for investors 
in 2019, following the high volatility of the last 
few years. New or proposed funds where LPs 
are subjecting FX risk to greater scrutiny were 
particularly alert to the issue. FX exposure has been 
a source of frustration for many euro-denominated 
investors looking to invest in higher yielding 
jurisdictions like the UK. Unfortunately, there is 

no way around the interest rate differential in 
such circumstances, meaning the cost of hedging 
sterling exposure is high. However, as always with 
such investments, it is important that investors 
consider the currency risks early in the process and 
pay attention to the documentation and set-up that 
needs to be implemented to adequately manage 
this risk.

"FX risk was a particular concern for investors in 
2019, following the high volatility of the last few 
years." 

Libor transition
We are starting to see the first Sonia based debt 
term sheets, including CMBS facilities with buyers 
keen to get ahead on the transition away from 
Libor. It is important to consider the hedging 
implications for all Sonia based debt terms, as the 
lack of a developed options market will limit Sonia 
borrowers’ choices for their risk management. 

Shane Canavan
Director, Real Estate

Real Estate 2019 Real Estate 2019



Background
Ark was looking to refinance its assets with a total 
notional debt of £450m.

The loan was a five-year term with two opportunities 
(at the lender’s discretion) to extend by 12 months, 
making a potential final maturity of seven years.

The debt was syndicated to 11 lenders with one lead 
bank.

There was a mandatory hedging requirement to 
hedge at least 75% of the debt for a five-year period.

The company wanted to retain flexibility to refinance 
as required.

Out of the 11 lenders, nine expressed an interest to be 
a hedge counterparty.

Our approach
JCRA created a cost-effective hedging strategy that 
would protect the company against rising interest 
rates.

Following pricing analysis, JCRA recommended a 
cap for the first two years and a swaption to hedge 
the final three years of the facility. This significantly 
reduced the premium payable compared to a five-
year cap. 

JCRA managed a fair and transparent auction 
process to give lenders who had expressed an 
interest to be a hedge counterparty an equal and fair 
opportunity.

The pricing was very competitive and after the first 
round of indications six banks remained.

In the final round three banks emerged as the clear 
leaders.

JCRA acted as intermediary between the legal teams 
to ensure the documentation was quickly agreed.

£450m
total notional debt

30 31

Case study

Ark Data Centre
Interest Rate Hedging for a Refinancing

Real Estate 2019

Benefits
JCRA’s role as hedge coordinator delivered significant 
savings on the chosen hedging strategy.

A transparent process ensured those who wanted 
to participate as a hedge provider were given the 
opportunity to do so, preserving the relationship 
between the borrower and lenders.

The financial close took place at the height of the 
Brexit negotiations and amid a turbulent market 
environment.

JCRA managed multiple dry runs ahead of execution 
which paved the way for a smooth financial close.

At financial close, JCRA benchmarked the economic 
terms of the hedging instruments to ensure fair pricing.

11 
lender syndicate



Background
One of the world’s largest sovereign wealth funds 
wanted to be more proactive in understanding the 
impact of different debt and hedging strategies 
on the performance of potential real estate and 
infrastructure investments. 

The client wanted to i) understand the impact 
on asset performance of different debt and 
hedging strategies under different interest rate 
environments; and ii) analyse the impact of 
prepayment on asset performance assuming 
various debt and hedging strategies, as well as 
different asset hold periods.

Our approach
Chatham provided return sensitivity analysis for 
contemplated investments assuming different 
scenarios for: i) debt structure, ii) hedging strategy, 
iii) interest rate environment, and iv) asset hold 
period.

We compared the effective cost of refinancing debt 
early versus at maturity, identifying debt that would 
be prudent to prepay.

Chatham provided ad-hoc analysis of the impact 
of prepayment penalties on asset performance in 
different interest rate and hold period scenarios for 
assets earmarked for disposition.
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Case study

Capital Structure 
Advisory

Real Estate 2019

Benefits
Chatham provided all hedging analysis and execution, 
delivering consistent risk-management practices 
across the platform. 

We prepared debt and hedging strategy write-ups 
for investment opportunities, dispositions and 
refinancings taken to investment committee. 

Chatham analysed each loan in the portfolio on a 
quarterly basis and provided refinancing analysis, 
identifying debt prudent to be refinanced before 
maturity.
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A selection of recent transaction highlights

Healthcare
Interest Rate Hedge Adviser

Retail
Interest Rate Hedge Adviser

Commercial
FX & Interest Rate 
Hedge Adviser

Commercial
FX & Interest Rate 
Hedge Adviser

Office
Interest Rate Hedge Adviser

Sports Ground including Hotel
Debt and Hedging Adviser

Student Accomodation
Interest Rate Hedge Adviser

Commercial
FX & Interest Rate 
Hedge Adviser

Commercial
Interest Rate Hedge Adviser

Real Estate 2019

Hotels
Interest Rate Hedge Adviser



Social Housing

2019 was a positive year for the housing association sector, despite 
ongoing political uncertainty and the sector’s close link to the 
sovereign in terms of treasury and funding. 

Favourable market conditions in the form of low 
gilt yields and competing investors presented an 
opportunity for Housing Association (HA) borrowers 
and led to a surge in HAs seeking to access the 
capital markets, with notable peaks in issuance in 
March (in the run up to the original Brexit date) and 
during the last quarter of 2019.

This level of HA bond supply pushed out spreads on 
some deals in the second half of 2019.  New issues 
faced a premium compared to the secondary market, 
where demand for HA bonds was high, and they 
outperformed many other secured debt instruments.  
This was particularly the case for bonds issued over 
the last two years by associations in the north of 
England, where spreads fell by over 30% over the past 

twelve months. This "northern dividend" reflects the 
perceived lower risk profile of these associations that 
typically have less exposure to market sale income.  

A notable consequence of HAs’ increased 
dependence on capital markets in 2019 has been 
a divergence in credit quality.  Although the threat 
of a sector wide downgrade (resulting from a 
sovereign downgrade in the event of no-deal Brexit) 
has dissipated following the election, the credit 
rating gap between HAs widened during the year, 
emphasising the importance of ongoing investor 
relations and good communication. We have 
experienced significant interest in investor relations 
management and see this as a key differentiator for 
credit quality going into 2020.

"New issues faced a premium compared to the 
secondary market, where demand for HA bonds 
was high and they outperformed many other 
secured debt instruments."

Private Placements
The number and volume of private placements (PP) 
has increased over the past 18 months and PPs have 
experienced a similar credit differential trend to that 
noted in the public markets.

Our key message to HA borrowers looking to 
access the market in 2020 is to invest time in the 
process (business planning, credit and investor 
presentations) to secure a favourable rating and a 
competitive investor process, and to consider both 
US investors as well as those in the domestic market.
In 2019 our team advised on £2.2bn of debt capital 

markets transactions, from public issues to 
private placements, secured in both the UK and US 
investment markets. These included the initial issue 
by MORhomes and the first private placement by a 
Northern Irish HA. The average issue size, including 
retained amounts, was £180m, highlighting the 
continued demand for long-dated capital markets 
funding across the sector.

In the banking market, we advised on £1.2bn of debt 
fundraising and restructuring.  We have unrivalled 
experience in the restructuring of legacy, LSVT-style 
debt portfolios. These require derivative restructuring 
expertise, the ability to source new funding from 
both the debt capital and banking markets on a 
competitive basis, and detailed market knowledge of 
investors’ appetite. We envisage a continuation of the 
current trend towards unsecured facilities in 2020.

Innovative funding and treasury solutions
JCRA and Chatham Financial have a long track 
record of innovation in funding and treasury 
solutions for the sector. In 2019 this included 
advising on MORhomes, an innovative bond-

aggregator funding vehicle that is owned by HAs. 
JCRA, along with founder shareholder associations, 
was instrumental in developing this project over 
the past two years. In Scotland, we saw significant 
growth in the demand for the Scottish Government’s 
Charitable Bond Programme, which is administered 
by our collaboration partner, Allia C&C.  

While the sector faces some uncertainty in terms 
of future government housing policy, experience 
tells us that not all manifesto capital investment 
programmes come to fruition. From a funding 
perspective the HA sector is in good health. 
Forecasts for the next twelve months indicate that 
the sector is planning to increase development, 
largely funded by drawing additional debt.  We look 
forward to assisting our HA clients to access capital 
and banking markets to achieve their strategic 
development objectives in the most cost-effective 
manner.  
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Background
Incommunities is one of the largest social housing 
providers in the Leeds City Region. It was formed 
in 2003 with the transfer of 24,000 homes from 
Bradford Metropolitan District Council.

While it has enjoyed good relationships with its 
existing banks, the debt portfolio was largely 
unchanged since the transfer. The existing debt 
portfolio was not entirely suited to the future 
ambitions of the group and the cost of debt was 
significantly above current market levels.

Incommunities embarked on a detailed financial 
review, designed to:

 • Reduce the cost of funding
 • Increase the maturity of the debt
 • Diversify the sources of funding
 • Improve security efficiency and
 • Accommodate the aspirations of the board for 

future expansion

Our approach
JCRA conducted a six-stage process designed to 
ensure that Incommunities obtained a cost-effective 
and fit-for-purpose debt portfolio.

JCRA supported Incommunities and its board 
throughout this refinancing process including 
advising Incommunities on the approach to 
obtaining a credit rating. 

As a result of the restructuring, Incommunities was 
assigned an A+ (negative) rating by S&P, which had 
a significant positive impact on pricing of both the 
bank and bond debt. 

JCRA prepared a detailed tender document and 
approached four arrangers to act as lead managers 
on the public bond issue, assisted in the preparation 
of the investor presentation and advised on the 
establishment of a treasury vehicle within the group 
structure.

Benefits
Incommunities now has a debt portfolio suited to the 
aspirations of its business:

 • Two bank lenders providing £155m of facilities to 
two different borrowers at tight margins and low 
commitment fees for maturities of between 5 – 10 
years.

 • A £250m public bond (with £50m retained), priced at 
157bps over the gilt to give a yield of 3.29%.

In the process it has achieved a suite of covenants 
designed to suit the structure of the group, accommodate 
the requirements of the business plan and meet the 
aspirations of the board for the development of the 
business.

This is one of the largest refinancings undertaken in the 
sector in recent times. Its successful conclusion has left 
Incommunities free to continue to expand operations from 
a strong base.

£250m  
public bond 
issue for 30 years

157bps
issue spread 
over gilts 

A+
 

rating 
achieved
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Case study

Refinancing and A+ Credit Rating 
for Incommunities

Social Housing 2019



Background
Wrekin is one of the largest social housing providers 
in the West Midlands. It was formed in 1999 with the 
transfer of 12,900 properties from Telford & Wrekin 
Council.

The legacy debt portfolio was not fit for purpose and 
suffered from a number of issues:
 • High cost of debt
 • Covenants that restricted growth
 • Inefficient security allocation
 • Syndicate facility with restrictions over third-

party loans

With JCRA, Wrekin underwent a complete review of 
the debt portfolio designed to:
 • Reduce the cost of funding
 • Diversify the sources of funding
 • Improve security efficiency and
 • Move to market covenants

Our approach
JCRA advised Wrekin through the complete refinance 
of its existing debt portfolio including advising on 
obtaining an S&P credit rating. 

Wrekin was assigned an A (stable) rating by S&P, 
which enabled it to achieve tight pricing on both the 
bank and bond debt. 

JCRA worked with Wrekin to produce a detailed 
information memorandum to new bank lenders, 
helped to pick three arrangers to act as lead 
managers on the public bond issue, assisted in the 
preparation of the investor presentation, managed 
the security charging process and advised through 
the restructure of the bank debt including cancelling 
swaps. 

Benefits
Wrekin now has a debt portfolio spread that has 
strengthened the credit standing of the business 
and allowed it achieve its expansionary development 
programme.

 • Average cost of debt reduced from 5.0% to 3.2% and 
realised interest cost savings of nearly £2.0m per 
annum.

 • Increased the average life of the debt.
 • Introduced three new lenders including an unsecured 

facility and restructured the legacy syndicate debt into 
bi-lateral relationships with £356m of facilities at tight 
margins and low commitment fees for maturities of 
between 3 – 20 years.

 • A £250m public bond with £50m retained for 29 years, 
priced at 148bps over the gilt to give a coupon of 2.5%.

This refinancing has enabled Wrekin to achieve its 
ambitions to grow the business and fulfil its development 
strategy which will provide homes in an area that needs 
them.

£250m  
public bond 
issue for 29 years

148bps
issue spread 
over gilts 

£2m 
interest cost savings 
per annum
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Refinancing of Existing Debt Portfolio 
for Wrekin Housing Group

Social Housing 2019
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Refinancing and Private 
Placement Adviser

Private Placement Agent

Retained Bond 
Placement Agent

Refinancing Adviser 
and Public Bond Issue

Private Placement Adviser 

 
Private Placement Adviser

 
Private Placement Adviser

Restructuring Bank Debt 
and Public Bond Issue

Refinancing Adviser 
and Public Bond Issue

 
Public Bond Adviser

Social Housing 2019
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