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DAVID B. GOLUB is CEO of Golub Capital BDC Inc. and President of Golub Capital, 
a nationally recognized credit asset manager with an award-winning middle-market 
lending business. Golub Capital manages over $15 billion in capital for institutional 
investors and family offices, offering tailored solutions for investors’ credit asset 
strategies. The firm is a leading middle-market lender to leveraged companies in the U.S. 
Golub Capital has been a top-three U.S. Middle Market Bookrunner each year from 2008 
through Q1 2016 for senior secured loans of up to $500 million for leveraged buyouts. 
In 2016, Golub Capital has been awarded Lender of the Year, Americas; Senior Lender 
of the Year, Americas; and Business Development Company of the Year by Private Debt 
Investor. Prior to joining Golub Capital in 2003, Mr. Golub was a Managing Director of 
Centre Partners, a leading middle-market private equity firm, and of Corporate Partners, 
a Lazard-sponsored $1.5 billion private equity fund formed to acquire significant minority 

stakes in established companies. Mr. Golub was the first Chairman of the board and is a long-standing director of 
the Michael J. Fox Foundation for Parkinson’s Research. He has served previously on the boards of the Hudson Guild 
and the World Policy Institute. Mr. Golub is also on the board of directors of Burton Snowboards, and has served on 
the boards of numerous public and private companies including Tyco Toys, listed on the NYSE, and Dollar Financial, 
listed on Nasdaq. Mr. Golub earned his A.B. degree magna cum laude in government from Harvard College. He 
received an Master of Philosophy in international relations from Oxford University, where he was a Marshall Scholar, 
and an MBA from Stanford Graduate School of Business, where he was named an Arjay Miller Scholar.
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TWST: Tell us about the background of Golub Capital. 

When and why was it established?
Mr. Golub: The firm was founded in 1994 by my brother, 

Lawrence. Initially, the firm focused on small leveraged buyouts — 
not as a lender but as a financial sponsor. Fast-forward several years to 
1999 and 2000 when Internet and telecom valuations were very high, 
equity markets on the whole seemed frothy, and the environment felt 
risky. We could not find many buyout targets at attractive valuations 
based on earnings and cash flow. So we had a series of conversations 
about paths the firm could take, and we decided to shift the focus of 
the firm from doing buyouts to providing debt to companies that are 
controlled by private equity firms.

When we first made this shift in the early 2000s, the firm 
focused on junior debt. I joined the firm full time in 2003, and we started 
doing more and more senior debt and one-stops, and we expanded our 
capital base. The financial crisis of 2008 to 2009 was really an inflection 
point for us. Many middle-market lenders were weakened or destroyed, 
but we stayed open for business. Our reliability during the crisis gave 

us a lot of credibility with our sponsor clients. Since then, the firm has 
grown to become a market leader in providing financing to private-
equity-backed middle-market companies.

TWST: Over the last couple of years, you have been able 
to deliver strong returns when some of your competitors have really 
struggled. What are the reasons for your success, and what do you 
think makes you different than your competitors?

Mr. Golub: There are a number of key reasons for GBDC’s 
success over the recent period. I will highlight three pieces of the puzzle. 
The first is that GBDC, as part of the Golub Capital platform, has 
benefited from access to our distinctive deal flow. With over $15 billion 
in capital under management, the firm is a market leader in providing 
financing to sponsor-backed companies, and as in many industries, 
being a market leader makes a lot of things easier. In our case, being 
a market leader makes it easier to generate attractive deal flow. Our 
platform generated over 2,000 investment opportunities in 2014 and 
2015. That is a nice, wide funnel.

The second key piece to the puzzle is strategic focus, specifically 
our strategic focus on first-lien senior secured debt to healthy, resilient 
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companies. We think this has been a particularly attractive place from 
a risk/reward standpoint, and much more attractive than junior debt 
or higher-coupon debt to companies with, for example, significant 
commodity price exposure.

The third piece to the puzzle is low credit losses. In any 
lending business, one of the most important contributors to strong, 
consistent long-term performance — arguably the single most important 
contributor — is low credit losses. And we have done a very good job 
of minimizing credit losses.

TWST: The current market is volatile. Are you still well-
positioned in that uneven market?

Mr. Golub: The first quarter of this year was a roller-coaster 
ride in both liquid credit markets and equity markets. The year started 
with an unexpected and sharp downswing, and many commentators 
came to the view that we were seeing the beginnings of an economic 
downturn. And then, in mid- to late-February, the psychology of the 
market turned around, and we saw a very strong upswing. In the middle 
market, we tend to be a bit insulated from what is happening in the 
liquid credit market but not immune.

In our market, we saw some slowdown in deal activity in 
the early part of Q1. We saw modest widening of spreads. Then, in the 
latter part of the first quarter and into the second quarter, we saw some 
improvement in middle-market M&A and a little bit of tightening of 
spreads. Now, market conditions look like they did at the start of the year.

You asked if we are still well-positioned. From a Golub 
Capital perspective, weak markets and strong markets both offer some 
advantages. During the early part of the year, when liquid credit markets 
where a bit disrupted, many sponsors saw value in our ability to make 
large buy-and-hold commitments. Our commitments did not require any 
syndication; they were at firm, fixed spreads, without flex. Sponsors saw 
this as very compelling. So in uncertain markets, reliability and certainty 
are very valuable. We were able to have a pretty good first quarter from 
a new-origination standpoint because of our capacity to offer compelling 
solutions in an uncertain world.

But there is a negative that comes with a period of dislocation, 
too: Overall transaction activity declines. We definitely saw lower 
M&A volume in the first quarter. In the period since we entered the 
everything’s-all-better phase, starting in late February, we have seen an 
increase in M&A activity. The benefit of a strong market is that there are 
more investment opportunities for us to choose from — the wide funnel 
I mentioned earlier. So both a challenging, choppy market and a robust 
market with more active M&A can be good markets for Golub Capital. 
They each have advantages and disadvantages.

TWST: What makes something a good investment for you? 
Can you walk us through the general investment process? 

Mr. Golub: Almost all of our loans start through a relationship 
with a private equity sponsor. Specifically, we cover about 180 private 
equity firms very closely. Over the course of the last five years, about 
75% of our deals in any given year have come from a private equity firm 

we had previously done deals with. So repeat business with private equity 
firms is the single biggest driver of our business.

When we first start talking about a transaction with a private 
equity firm, we try to assess quickly whether that transaction is a good fit 
for us. And we focus on companies that are very resilient — companies 
with strong management and a niche that they dominate, companies that 
are unlikely to see significant stress in a downturn. What do we not like? 
Cyclical companies, companies with high capital spending, companies 
that depend heavily on commodity prices.

Going back to that funnel of over 2,000 opportunities per year 
— we say no a lot. We are very selective. This is why strong relationships 
are critical to our business. The private equity firms that show us deals 
and that have a relationship with us, they know our standards. And we 
try to be a good partner to them, even when we say no, by giving prompt 
feedback and adding value with our insights.

Now, when we identify an investment opportunity that we 
think is particularly interesting, we assign an underwriting team to 
that opportunity. The underwriting team leads an in-depth diligence 
process designed to help us assess whether the company is a strong 
credit. Typically, that process can take a couple of months. We have 
frequent discussions between the underwriting team and senior 
leadership of the firm to make sure that we all are aligned, and that 
the team is asking the right questions and focused on the right issues. 
We do not want any surprises through the process.

As a firm, one of the values we focus on is reliability. So we 
want to make sure our sponsor clients understand early in the underwriting 
process what issues we are going to need to get comfortable with in order 
to approve the credit. Ultimately, we have an investment committee 
meeting to approve the credit, and assuming that the credit is approved, 
we move forward and make the loan. The underwriting process is part 
of what I think we do really well. It is one of the reasons why our credit 
losses have been so low over time.

TWST: Give us a sense of the size of the current portfolio.
Mr. Golub: I am going to answer that question in two ways. 

I am going to talk about GBDC, and then, I am going to talk about 
Golub Capital as a whole. So GBDC today has a portfolio with a value 
of approximately $1.5 billion. That portfolio comprises investments in 
approximately 180 companies with an average investment size of about 
$8.5 million. It is a very diversified portfolio — by industry, by company 
within industry, by sponsor, by vintage year of creation and by size.

Looking at Golub Capital as a whole, we manage about $15 
billion of capital in our middle-market business, so GBDC represents 
about 10% of that. Our average position is about $80 million across the 
different investment vehicles in the platform.

TWST: How do you exit an investment?
Mr. Golub: A funny story — some years ago, my brother 

Lawrence was at a conference, and there was a Q&A session. And 
someone in the audience asked, “I hear Golub Capital has this great track 
record. How do you do it?” And my brother deadpanned, “We make loans 

“ Almost all of our loans start through a relationship with a private equity sponsor. 
Specifically, we cover about 180 private equity firms very closely. Over the course of the 
last five years, about 75% of our deals in any given year have come from a private equity 
firm we had previously done deals with.”
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to companies that pay us back.” The answer to your question is consistent 
with my brother’s joke. We make loans to companies that pay us back.

Generally speaking, we exit our loans through repayments. 
It is very rare for there to be a different approach. For example, we do 
not sell loans outside of extraordinary circumstances. A logical next 
question would be, when and why do companies pay us back? That is 
a bit more complicated.

Generally speaking, our loans have a legal maturity of five to 
six years, but we actually get paid back typically in 2.5 years. Loans are 
typically prepaid in the context of a transaction — maybe the borrower 
wants to make an acquisition, or they are put up for sale, or they are 
selling a division and refinancing. Private equity sponsors are, by their 
nature, impatient. It is pretty normal for the capital structure of a portfolio 
company to change over time.

TWST: In general, is prepayment a good thing?
Mr. Golub: The nature of credit is that you get prepaid on the 

credits that you want to keep, and you do not get prepaid on the loans you 
wish you would get prepaid on. So it is hard to answer your question in a 
philosophical sense. Prepayments happen whether or not we want them 
to happen. So the best we can do is just plan our business accordingly.

TWST: Looking ahead now for the rest of 2016, how many 
deals are you anticipating to do? How much capital do you have 
available to fund those deals?

Mr. Golub: Last year, we completed about 80 middle-market 
loans, representing a bit over $6 billion in new originations. As of 
now, we are on track for a year that is a bit higher than last year, and 
we are well-prepared for this level of activity from the perspective of 
investment capacity.

TWST: Tell us about your background and about the rest 
of the management team.

Mr. Golub: We have a strong and deep team that has worked 
together for a very long time. Institutionally, Golub Capital has very low 
turnover. If you ask me what I am proud of about Golub Capital, what 
I would describe first is the team. We have an extraordinary group here 
of talented, driven people who share a common vision. That vision is all 
about building and nurturing long-term win-win partnerships.

TWST: What is the most important thing investors should 
know about Golub Capital?

Mr. Golub: Many credit management teams seek excitement. 
We seek to be boring. We view ourselves as successful if there are no 
surprises. So I think investors who are seeking excitement should look 
elsewhere, and I think investors who are looking for a steady, consistent, 
reliable investment for their portfolio are looking in the right place.

TWST: Thank you. (LMR)
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