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Merak Capital is an investment firm focused on technology opportunities 
across multiple stages and industries.



Merak is built on deep technology research and understanding, staying at 
the forefront of digital trends, and finding investment opportunities that are 
aligned with adoption cycles from different sectors, locally, regionally, and 
globally.



The firm aims to partner with the builders of tomorrow in leading 
technological transformations, unlocking new markets and opportunities for 
growth, where innovation, fueled by the entrepreneurial spirit, shapes our 
future.



Merak specializes in alternative asset classes such as venture capital, 
private equity, private credit, and special projects. The firm is licensed by the 
Capital Market Authority of Saudi Arabia and was founded in 2018 by Saudi 
nationals with extensive experience in technology and investments.

About Merak Capital



Global private credit assets under management 
near $1.21Tn for year end 2021. This is off the back  

of a decade of growth, which averaged 13.5% 
annually, ahead of both private equity 11.5%  

and real estate 9.1%.
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Private Credit Asset Class




Private Credit has five main strategies, of which Direct Lending is the largest in terms of size and growth
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Private Credit

MezzanineDirect Lending Special SituationsDistressed Debt Venture Debt

Non-bank lenders extending  
loans to businesses directly and 
without intermediaries.

A hybrid of equity and debt 
financing, where debt issued has 
conversion rights to equity  
with embedded equity options 
if the borrower defaults.

A special situations fund focuses 
on financing a certain corporate 
event, including company 
spin-offs, mergers & acquisitions,  
or tender offers.

A loan provided to a start-up  
or early-stage company with 
warrants and other financial 
characteristics.

Buying the debt of companies 
that are in bankruptcy or likely  
to enter bankruptcy.




Direct lending is when non-bank lenders extend loans directly to borrowers
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Private Debt

|   Definition

|   Features

The predominant lending method in the private credit 
market, direct lending, consists of loans made by 
non-bank lenders directly to borrowers, where lenders 
generally hold these loans to maturity or refinancing. 
These loans are typically senior in the capital structure, 
secured by collateral.

This type of loan generally features strong covenants, 
speed and greater certainty of execution, flexible 
solutions, and potentially enables more attractive terms 
for lenders. Direct lending (private origination) 
eliminates the need for intermediaries. 

Borrower

Direct Loan

Interest Payments/Deal Fees

Lender

Source: Blackstone, private wealth solutions





Ahead of private equity and real estate, private credit AUM growth rate is forecasted to overtake infrastructure as well
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Source: preqin

|    Historic and Forecast Assets under Management CAGR by Asset Class (2010-2026F)
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Private credit is relatively nascent in the Middle East compared to North America and Europe
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|    Private Credit Assets Under Management by Geographic Focus (2001-2020)



Source: preqin

0

200

400

600

800

1,000

1,200

2001 2002 2003 2004 2005 2006 2007 2008 2018201720162015201420132012201120102009 2019 2020

north america europe asia rest of world



The Rise of Private Credit    |    PAGE 8

Private credit provides lower risk/return profile and considerably greater downside protection compared to other asset classes


|    Private Capital: Risk/Return by Asset Class (Vintages: 2009-2019)




SOURCE: PREQIN – THE SIZE OF THE CIRCLES REFLECTS AUM PER EACH CLASS
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Among the strategies pursued by private credit fund managers, the majority of AUMs are direct lending
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|    Private Credit Assets Under Management by Fund Type (2001-2020)



SOURCE: PREQIN
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Direct lending has historically produced lower volatility when compared to other private credit strategies
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|    Risk/Return by Fund Type (2009-2018)
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SOURCE: PREQIN – THE SIZE OF THE CIRCLES REFLECTS AUM PER Strategy
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Direct lending is less volatile compared to other asset classes making it a defensive asset class
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|    Asset class cumulative returns (growth of $1.00)
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SOURCE: STEPHEN L. NESBITT – OPPORTUNITIES IN CORPORATE DIRECT LENDING


cliffwater direct lending index

russell 3000

ncreif property (real estate)

bloomberg barclays high yield

s&p/lsta us Leveraged loan

Cambridge private equity



An increased allocation to credit securities, such as private debt, statistically lowers investment portfolio risk
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|   Optimal allocation to stocks, interest rates and credit
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Diversification, income generation, and low correlation with other assets are the primary investment drivers for private credit
 

venture capital

Private credit

real estate

private equity

High absolute returns

high risk-adjusted returns

diversification

0%

100%

reduce portfolio volatility

reliable income stream

Low correlation to other asset classesinflation hedge

SOURCE: PREQIN investor survey, November 2022
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Investment underwriting targets (Net IRR%)
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Credit Opportunities  
and Distressed Credit

Private 
 Equity Strategies

Primary issuance ;

Directly-originated

Levered

Senior Debt

Primary issuance;

Directly-originated

Public Credit Strategies

Sourcing

”Capital Preservation”

Primary issuance and secondary 
acquisition

Primary issuance and secondary 
acquisition

Private Equity Strategies
Subordinated Capital

Private Credit Strategies

Credit Opportunities + Distressed Credit Specialty Finance

Unlevered

Media/Healthcare Lending 
and Royalties

Aircraft/Retail; 
Rediscount  Lending

Small-ticket  Leasing

U.S/Europe/AUS-Centric

Small to upper middle market 
companies

3 yrs inv Period; 6-7 yr life

U.S/Europe/Asia

Small to upper middle market 
companies

4 yr inv Period’ 8-10 yr life

Core Geo

Target Market

Typical Fund Term

Global

Middle to large cap companies

4-5 yr Inv Period; 8-10 yr life

U.S/Europe/AUS-Centric

Asset-backed, consumer,  
and small to middle market

2-3 yr inv Period; 6-7 yr life

”Opportunstic & Return 
Maximization”

”Asset-Backed & Specialty”

SOURCE : Cambridge associates , as of December 31st , 2021  



Vision 2030 objective for SME  
contribution to GDP to reach 35%,


up from 28% today.

Saudi Arabia Credit Opportunity
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The SR 2.42 trillion credit market is dominated by banks, with a total market share of 93% for banks over NBFIs


SAUDI NATIONAL BANK

ALrajhi bank

riyad bank

saudi british bank & alawwal bank

banque saudi fransi

arab national bank

alinma bank

bank albilad

saudi investment bank

bank al jazira

25.3%

24.4%

11.0%

8.5%

7.3%

6.7%

BANKS

NBFIs

93%

7%

6.4%

4.3%

3.0% 3.2%

|   Lending market share for Banks & NBFIs

 |   Market Share of Banks by loans disbursed



SOURCE : SAUDI CENTRAL BANK (SAMA), as of 2022 & Aljazira capital research as of q3 2022




Despite the continuous growth in SMEs lending, banks still have significant room for improvement

6.3 0.6 3.9 5.6 3.6 0.6

south korea

82%

india

41%

france

40%

germany

36%

united kingdom

22%

saudi arabia

8%

# of SMEs (Million)

27 % – OECD AVERAGE

SOURCE: FINANCING SMEs AND ENTREPRENEURS 2022 REPORt   |   OECD: ORGANIZATION FOR ECONOMIC CO-OPERATION AND DEVELOPMENT


|   SME loans as a percent of total bank loans (2020)
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Excessive collateral requirements by banks is a key challenge limiting SMEs access to financing


greece

25%

poland

26%

Malaysia

43%

hungary

53%

italy

57%

canada

64%

chile

82%

saudi arabia

95%

SOURCE: OECD REPORT ON FINANCING SMALL AND MEDIUM ENTERPRISES 2019, SAUDI ARABIA MARKET INTERVIEWS WITH SAUDI BANKS


|   Percentage of bank loans to SMEs that require collateral
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While NBFIs are mainly targeting retail borrowers at 75.8% of total loans, compared to SMEs at 21.2%


retail/individuals

SMEs

corporate non-smes
75.8%21.2%

2.9%
residential real estate

auto finance

personal finance

commercial real estate

credit card finance

other

29.7%

25.5%

25.3%

6.0%

1.2%

12.2%

SOURCE: SAUDI CENTRAL BANK (SAMA), as of 2022


|   NBFI loans by borrower type 
 |   NBFI loans by business activity





Nonetheless, SME loans extended by NBFIs are expected to grow at a CAGR of 14.2%



Key Growth Drivers of SME Financing

2018

7,755

2019

9,380

2020

11,877

2021

14,662

2022F

15,668

2023F

17,727

2024F

20,209

Industrial 

clusters

Underpenetrated 
MarketInflux of tourists Growth of  

non-oil sectorsPrivatization

SOURCE: SAUDI CENTRAL BANK (SAMA)   |   NAYIFAT FORECASTS


|   Forecasted SME Loans by NBFIs (SAR Million)
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The material in this presentation has been prepared by Merak Capital. This 
information is given in summary form and does not purport to be complete. 
Information in this presentation, including forecast financial information, should not be 
considered as advice or a recommendation to investors or potential investors  
in relation to holding, purchasing or selling securities or other financial products  
or instruments and does not consider your particular investment objectives, financial 
situation or needs.



This presentation may contain forward-looking statements including statements 
regarding our intent, belief or current expectations with respect to Merak Capital 
businesses and operations, market conditions, results of operation and financial 
condition, capital adequacy, specific provisions and risk management practices. 
Readers are cautioned not to place undue reliance on these forward-looking 
statements.   

Merak Capital does not undertake any obligation to publicly release the result of any 
revisions to these forward-looking statements to reflect events or circumstances after 
the date hereof to reflect the occurrence of unanticipated events. While due care has 
been used in the preparation of forecast information, actual results may vary in  
a materially positive or negative manner. Forecasts and hypothetical examples are 
subject to uncertainty and contingencies outside Merak Capital’s control. Past 
performance is not a reliable indication of future performance. Unless otherwise 
specified, all information contained herein is for Merak Capital.




Legal disclaimer



Merak Capital is a licensed company 
by the CMA to manage private 
investment funds, investor portfolios, 
and advise on financial securities, 
under the license number 18194-32 
issued on 11-11-2018, with a specialized 
focus on technology investments.


