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1.1 European Issuance of High Yield Bonds, Leveraged Loans and Direct Lending
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Direct lending volumes may not represent the full universe as they are are derived from estimates based on disclosure. For definitions
and criteria see page 49.

Note that all figures have been updated to reflect data available as of January 2026.

Source: Octus, Dealogic

European Direct Lending rose 26% in
2025

European leveraged debt markets issuance
(leveraged loans, direct lending, and high yield
bonds) totalled €445.8bn in proceeds in 2025, an
increase of 2% from €438.5bn in 2024. Of this,
€98bn was issued in Q4 2025, representing a
decrease of 2.7% from €100.7bn in Q3 2025 and of
21.4% from €124.7bn in Q4 2024.

Direct lending origination reached €103.2bn in 2025
(€82.1bn in 2024FY), of which €24.1bn was issued
in Q4 2025. The contribution of private credit to
total leveraged debt markets rose from 19% in 2024
to 23% in 2025.

Direct lending includes primary origination only,
excluding secondary sales, drawdowns from existing
facilities and deals that are part of a wider bank-led
syndicated lending (see Definitions on page 49).

Leveraged loan origination totalled €193.7bn in
2025 (€188.1bn in 2024FY), with €37.5bn issued in
Q4. The Q4 2025 amount marked a 0.05% decline
QoQ and a 30% drop YoY.

High yield bond issuance reached €36bn in Q4
2025, up 7% from the previous quarter and down
12% from Q4 2024. The total high yield issuance for
2025 was €148.9bn (€168.3bn in 2024 FY).
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1.2 European Leverage Loans by Use of Proceeds
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Source: Octus [1.4], Dealogic [1.2] and [1.3]

Direct Lending use of proceeds
predominantly funds acquisitions and
LBOs. High-Yield Bonds and Leveraged
Loans focus on refinancing

In 2025, 62% of leveraged loan issuance was used
for refinancing, with an additional 9% for debt
repayment. General corporate purposes accounted
for 21%, while acquisitions and LBOs represented
4% of total proceeds.

Similarly, high-yield bond issuance was dominated
by refinancing and debt repayment (59%), followed
by general corporate purposes (32%) with only 3%
used for LBOs.

In contrast, direct lending showed a different
distribution in the use of proceeds, focusing
predominantly in acquisition activities. According to
Octus, acquisitions (33%) and LBOs (28%)
represented the largest share of proceeds, while
refinancing accounted for 23% of the total.
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1.5 European Leveraged Loan Default Rates

@ By Volume ¢ By Count
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1.6 European High Yield Bond Default Rates

@ Standard and Poor's @ Moody's
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1.7 European Direct Lending Default Rates

@ By Volume @ By Count
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Source: Fitch [1.5], Moody's [1.6], KBRA DLD [1.7]. Direct lending default rates based on European direct lending deals held in US BDCs.
December TTM rate is not final as some US BDCs have not reported default performance.

Direct lending default rates increased
in 2025

Default rates increased in 2025 compared to 2024,
both when estimated by count and by volume. In
2024, the default rate by count was 1%, while the
trailing twelve month (TTM) default rate as of
December 2025 stood at 1.6%, while forecasts
indicated a rise to 2.25% by the end of the year. In
terms of volume, the default rate increased from
0.4% in 2024 to 0.9% (TTM), with forecasts
expecting it to reach 1.25% at the end of 2025.

Leveraged loan and High Yield bond
default rates fluctuated within historic

averages during 2025

According to S&P, the trailing 12-month speculative-
grade bond default rate stood at 4.0% at the end of
December, showing relative stability throughout the
year (4.14% in January of 2025). Moody's reported
an increase in default rates, from 2.73% in December
2024 to 3.9% in December 2025.

According to Fitch, the European leveraged loan
trailing-12-month default rate by volume increased
from 1.8% in 2024 to 2.5% in December 2025.
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1.8 Relative value: European Leveraged Loans, Cash (EURO Lev40)
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1.10 Yields of Private Credit Loan Origination
@ Euros ¢ Sterling
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Source: LSEG [1.8], FRED [1.9] KBRA DLD [1.10]

European high yield bond spreads
continued tightening in 2025 after
reaching their yearly peak in April

The European high yield option-adjusted spread
peaked in April at 4.12%, the highest value since
December 2023, before starting tightening. The
spread closed the year at 2.7%, broadly unchanged
from 2.72% at the end of September 2025.

The cash relative value in the leveraged loan market
remained broadly stable during the year, except for a
drop to 95.28 bps in April following the U.S. tariff
announcements. In the final quarter of 2025, the
Lev40 Index moved only marginally from 98.29 at
the end of September to 98.2 by December 2025.

Yields of private credit loan origination have shown
a declining trend since late 2023. Euro-denominated
yields peaked at 11.4% in Q2 2023 and have
consistently decreased quarter over quarter,
reaching a low of 8.48% in Q2 2025. They closed the
year at 8.57%.

Sterling-denominated yields have followed a similar
trajectory, reaching a high of 12.8% in Q1 2024
before falling to 10.04% in Q4 2025.
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ame Leveraged Loans

Issuance: Leveraged Loans

Leveraged loan origination reached €193.7bn in 2025, with an average deal size of €477.2mn, the highest level on record.

In Q4 2025, leveraged loan origination totalled €37.5bn, a slight 0.05% decrease compared to the previous quarter, and a
30% drop (-€16.05bn) from Q4 2024.

Since 2021, first-lien loans have accounted for 99.8% of the total volume of leveraged loans, with second-lien and mezzanine
financing representing 0.17% and 0.03%, respectively.

In Q4 2025, institutional spreads, as measured by a 3-month rolling average, showed a decline from 461.42 basis points in
September to 327.82 basis points in December. Pro-rata spreads surged to 750 basis points in September, up from 495 basis
points in August, before decreasing to 274.17 basis point by the end of Q4. As a result, the gap between institutional and pro-
rata spreads was relatively small by the end of the year.

The Professional Services sector emerged as the leading sector by loan origination amount in Q4 2025, reaching €7.1bn. It
was followed by Retail and Metal & Steel, which originated €4.3bn and €2.9bn in loans, respectively.
Credit Standards and Loan Demand

According to the European Central Bank lending survey, credit standards for loans to large firms eased only during Q2 2025,
while credit standards for SMEs tightened throughout the whole year.

Overall loan demand fell in the first quarter of 2025, but began to recover afterward, increasing throughout the second half
of the year.
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3.1 European Leveraged Loan Issuance by Type

@ 1st Lien © 2nd Lien @Mezzanine Yearly basis (€bn) 2021 2022 2023 2024 2025
1st Lien 151.73 153.80 157.75 187.84 193.46
2nd Lien 0.08 0.78 0.07 0.22 0.27
Mezzanine 0.20
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3.3 Institutional and Pro Rata Spreads (3-month rolling average)
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3.2 European Leveraged Loans Average Deal Size
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3.4 European Leveraged Loan Issuance by Industry: Q4 2025 (Top 10)
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3.5 Bank Credit Standards 3.6 Factors Affecting Bank Credit Standards: December 2025
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Direct Lending
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