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1.1 European High Yield Bond Issuance
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1.2 European Leverage Loan Issuance
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Source: Dealogic

Robust start of the year for European
leveraged finance

European high yield bond issuance started the year
generating €40.4bn in proceeds during Q1 2024. This
represents an increase of 206% YoY and 157% QoQ.

The number of deals more than doubled from the
same period last year, rising from 41 in Q1 2023 to 92
in Q1 2024.

Issuance was relatively consistent across the first
three months, with March exhibiting the highest
activity of the quarter at €15.5 billion.

Leverage loans started the year on a strong note,
experiencing a 90% YoY and 62% QoQ increase.
Leverage loan issuance gradually increased each
month during Q1 2024, generating a total of €87.7bn
in proceeds. This compares with €46.1bn in Q1 2023
and €54.3bn in Q4 2023.
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1.3 ICE BofA Euro High Yield Index Option-Adjusted Spread (%)

8%

Tighter European high yield spreads

6%

European high yield spreads slightly tightened during
4% Q1 2024, moving from 3.92% in the beginning of
January to 3.58% in the end of March.

o S&P reported the trailing 12-month speculative-grade

bond default rate at 4.11% in March 2024, an increase

0% from 3.47% in December 2023. Moody’s reported the
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_ _ speculative-grade bond default rate at 3.60% in March
1.4 European High Yield Bond Default Rates 2024, relatively unchanged from the 3.54% recorded
® Standard and Poor's ® Moody's in December 2023 but up from the 2.59% of March

2023.

. r’\/\ Fitch reported a trailing 12 months European
o leveraged loan default rate of 3.8% in March 2024,
E Wf

down from 4.39% in December 2023.
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Issuance Highlights

European leveraged finance issuance (leveraged loans and high yield bonds) totalled €128bn in proceeds in Q1 2024, representing
a 115% increase from Q1 2023 (€59.4bn). The rise is attributable to an increase in both loan origination and high yield bond
issuance. Leverage loans grew to €87.7bn, a 90% YoY increase compared to €46.1bn issued in Q1 2023. Similarly, high yield
issuance rose by 206% YoY, from €13.2bn in Q1 2023 to €40.4bn in Q1 2024.

The high yield share of European leveraged finance market issuance increased to 32% in Q1 2024, from 23% in Q1 2023.

Developed and emerging market high yield average deal size stood at €443m and €416m respectively, a 38% and 24% YoY
increase. Average leverage loan size increased to €569m (+55% YoY).

Credit Standards and Loan Demand

According to the European Central Bank lending survey, credit standards for loans to large firms and SMEs tightened slightly during
the quarter, with an overall net percentage of +3. General economic situation and industry or firm-specific outlook led as the most
significant contributors to the tightening, followed by bank's liquidity position and competition from market financing.

Net demand for loans to enterprises continued to decline in Q1 2024, showing an overall net percentage of -28. The demand
contraction was driven by lower fixed investments, high interest rates, weaker M&A activity, and higher recourse to internal
financing. The factors that contributed positively to loan demand were debt restructuring, debt issuance, and working capital
financing.
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2.1 European Leveraged Issuance by Type 2.2 European Leveraged Issuance Percentage, by Type
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Region Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1
Americas 385 241 189 13.6 347 49.0 379 317 618
Asia 39 62 91 38 73 64 49 90 4.8
" Europe 165 116 50 123 132 200 172 157 403
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=
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Asia 65.0 58.0 23.0 275 4.8
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Source: Dealogic
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2.5 Bank Credit Standards

® Overall @SME @ Large Enterprises
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A negative net percentage signifies easing credit.
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2.7 Loan Demand

@ Overall @SME @ Large Enterprises

Net Percentage

A positive net percentage signifies increased
50 demand.

A negative net percentage signifies decreased

demand.
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Source: ECB

afInG/Credit Standards and Loan Demand

2.6 Factors Affecting Bank Credit Standards: March 2024

General Economic Situation and Oulook
Industry or Firm-Specific Outlook
Bank's Liquidity Position

Competition from Market Financing

Competition from Banks

Risk on Collateral Demanded

Bank's Risk Tolerance A positive net percentage signifies the factor

Competition from Non-Banks 0 contributed to tightening credit standards.

Costs to Bank Capital Position
A negative net percentage signifies the factor

contributed to easing credit standards.

0 2 4 6
Net Percentage

2.8 Factors Affecting Loan Demand: March 2024

Bank Access to Market Financing -1

Debt Restructuring A positive net percentage signifies a factor that

Debt Issuance contributed to higher demand.

Inventories, Working Capital
A negative net percentage signifies a factor that 1

Equity Issuance .
quity contributed to lower demand.

Loans from Non-Banks
Loans from Other Banks
Internal Financing
M&A, Restructuring
Interest Rates

Fixed Investment -21

-20 -10 0
Net Percentage
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Issuance: Leveraged Loans

In Q1 2024, total leveraged loan origination, including first lien, second lien, and mezzanine financing, reached €87.7bn, a 62%
QoQ increase from Q4 2023 (€54.1bn) and a 90% YoY increase from Q1 2023 (€46.1bn). This figure represents the largest
quarterly issuance since 2008.

Only 1st lien loans were issued during the quarter. No 2nd lien or mezzanine issuance was reported.

Institutional spreads, measured as a 3-month rolling average, showed a gradual tightening over the quarter, from 439 basis points
in December 2023 to 408 basis points by March 2024. During the quarter, institutional spreads consistently remained above pro-
rata spreads. In contrast, pro-rata spreads displayed more variability during the same period. Although they were nearly aligned
with institutional spreads in February 2024, with only a 2 basis point difference (423 bps for institutional vs. 421 bps for pro-
rata), by the end of the quarter, pro-rata spreads had dropped significantly to as low as 290 basis points.

Healthcare, Professional Services, and Insurance were the leading sectors by loan origination amount, collectively representing
37% of Q1 2024 issuance.
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3.1 European Leveraged Loan Issuance by Type 3.2 European Leveraged Loan Issuance by Industry: Q1 2024 (Top 20)
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Issuance: High Yield Bonds

Primary high yield issuance totaled €40.4bn on 92 deals in Q1 2024, a 206% increase from €13.2bn on 41 deals in
Q1 2023. Issuance in European developed markets accounted for 82.4% of the total (€33.3bn on 75 deals), while
the remaining (€7.1bn on 17 deals) was issued by emerging market firms.

On a quarterly basis, high yield Europe issuance rose in both developed and emerging markets, more precisely by
187.8% and 321.4% respectively.

The majority of high yield proceeds were used to repay or refinance debt (€29.9bn or 54.4% of the total), followed
by general corporate purposes (€14.8bn or 36.6% of the total).

In Q1 2024, no proceeds were allocated to leveraged buyouts (LBOs), in contrast with Q1 2023, when 5.2% of the
funds collected were directed towards such activities. Moreover, M&A operations were not financed using high yield
instruments this quarter.

Three sectors accounted for 62.1% of the high yield market by outstanding amount: Financials, Consumer
Discretionary, and Communications with €224bn, €121bn, and €120bn of total outstanding value respectively.

High Yield and Leveraged Loan Data Report - Q1 2024 / 13
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Source: Dealogic

gh Yield Bonds Overview

4.1 European High Yield Issuance, Developed and Emerging Markets
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4.2 European High Yield Issuance, Sponsored vs Corporate
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4.3 European High Yield Issuance, Use of Proceeds
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