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European economic outlook

e Q2 22 has been a challenging quarter for the European debt markets, with the primary market only partly opening
toward the end of the period, as investors face increasing uncertainty around inflation, rising interest rates, and the
Russian-Ukrainian conflict

e The primary high yield market closed from February to April 2022, with sporadic heavily discounted issuance through
the summer. Total quarter issuance was EUR 4.5BN in Q2 22, well under the EUR 10.8BN of new issuance in Q2

21". Whilst there have been tentative signs of life post the regular August break, we expect investors to remain highly
selective, favouring BB issuers in defensive sectors

e As with bonds, Q2 22 leverage loan volume fell to EUR 9BN (vs EUR 19BN during Q1 22), the lowest quarter on
record since the eurozone debt crisis in 20122 Terms have tightened significantly, even for borrowers in popular
defensive sectors, as macro-economic indicators continue to worsen, with many investors modelling a near term
recession in both the UK and Eurozone

e The private debt markets showed more resilience with 235 deals closed during Q2 22, 9% up from Q1 22 (214 deals)
and 26% from (Q2 21 174 deals)®. Deal activity was driven by the French and UK markets (35% and 29% of total
issuance, respectively*), with many lenders taking advantage of the dislocation in liquid markets to deploy large tickets
at attractive yields

e Despite the robust level of activity, we note debt investors are becoming increasingly selective, favouring resilient
businesses in defensive sectors with the ability to manage inflationary pressures

e \We continue to see terms and documentation tighten, with margins increasing ¢.50-100bps, a reduction in

leverage multiples (rising base funding costs, increasing the focus on debt serviceability), greater scrutiny on EBITDA
adjustments, and higher focus on DSCR / ICR metrics. The bar for IC (Investment Committee) approvals has also
moved materially with high diligence demands and longer processes

e The path to recovery for the functioning loan market remains unclear and will likely depend largely on the
effectiveness of upcoming government support across Europe to limit inflationary pressures and ease the cost-of-living
crisis. We therefore expect debt market conditions to remain challenging in the near term




Deal volumes by region*

mUK ®France DACH mBenelux m Spain

Q2-19 Q319 Q419 Q120 Q220 Q3-20 Q420 Q1-21 Q221 Q321 Q4-21 Q122 Q2-22

Deal purpose* Deal structure*
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m|BO = Refi/Recap/Add-On = Unitranche = Bank Club Deal
Underwritten = 1st Out / 2nd Out

= 1st Lien / 2nd Lien = Other

*All data (unless otherwise stated) in the tables in this piece have been collected via the July 2022 DC Advisory
Lender Survey, subject to limitations of the survey, please see note (3) for more details.




European Debt Market Monitor - Q2 2022 Outlook
UK highlights

eThe UK private debt market remained active during Q2 22 with 68 total issuances, up by 7% from Q1 22 and 10%
from Q2 21°. It has been the second most active market in Europe, comprising 29% of total European quarterly
issuance®. This was underpinned by larger issuers seeking private debt liquidity when heretofore the rated loan market
would have been accessible to them

e | BO activity reduced from 47% of total deal activity in Q1 22 to 41% in Q27, reflecting the more challenging market
backdrop, with many sell-side processes stalling or being put on hold

e Given the climate of uncertainty, lenders are becoming increasingly selective based on the resilience of the underlying
debt (eg, ability to manage inflationary or cashflow pressures) and from a relative returns perspective, some lenders
remain focused on larger ticket deployments at attractive yields, whilst public debt markets are not yet fully functioning

e Terms and documentation have tightened and are becoming more ‘lender friendly’ to reflect lenders’ perception of
increased risk

e Lenders are still digesting the impact of the UK Mini-Budget on the forward curve for SONIA

e \We expect deal activity to be subdued in the near term, with the macro-economic outlook remaining weak,
notwithstanding the recently announced energy support package, tax announcements etc

UK lender league tables
Banks LTM Funds LT™M
HSBC 62 Ares 47
Barclays 28 Barings 17
Natwest 24 Pricoa 10
Lloyds 17 Golub Capital 10
Santander 15 CvC 10
Investec 13 Park Square 9
Bank of Ireland 12 Bain Capital Credit 9
SMBC 4 Alcentra 8
Siemens 3 Apollo 8
Rabobank 2 Crescent 8
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European Debt Market Monitor - Q2 2022 Outlook
France highlights

e Rising inflation and recession fears continue to plague the leverage loan market with limited liquidity, the average
secondary bid continuing to fall, and required yields continuing to rise (iTraxx Crossover Index up ¢.400bps YTD?)

e Both volume and deal counts were sharply reduced in Q2 22°. Public debt markets have been largely disrupted
(almost closed in May) with banks reluctant to underwrite new deals. Private markets have remained open, but lenders
became much more selective, only partially compensating the public market’s retreat

e There has been no easing in conditions for European primary new issuance quarter-to-date. We expect this situation
to persist for the time being with a renewed focus on borrowers’ exposure to energy inputs, raw materials, cyclicality, or
wage bills

e Increasing base rates (3Y EUR Swap now at 3.10%") will weigh on leveraged borrowers’ cash flow, deteriorate debt
metrics, and impact equity returns and valuation

e \We predict debt raise processes will take more time, and lower quality deals will be even more uncertain. Financing
availability and pricing have also become key questions for new private equity deals

France lender league tables

Banks LT™ Funds LT™M
LCL 90 Tikehau 35
BNP Paribas 85 Eurazeo 23
Société Générale 75 Schelcher Prince Gestion 20
CIC 55 CAPZA | Artemid 16
CA-CIB 28 Bpifrance 14
La Banque Postale 27 Barings 11
Banque Populaire 26 Allianz Gl 10
Caisse d’Epargne 22 CRCA 9
Banque Palatine 17 Bridgepoint 9
Arkea 16 Pemberton 8




Deal volumes

83

52 N 48

35 33
27 31

18 16
]

Q2-19 Q3-19 Q419 Q1-20 Q220 Q3-20 Q4-20 Q1-21 Q221 Q321 Q421 Q122 Q2-22

Deal purpose Deal structure

8.4%
45.8%
47.0%

= Unitranche = Bank Club Deal
Underwritten = 1st Out / 2nd Out
= 1st Lien/2nd Lien = Other

m | BO = Refi/Recap/Add-On




European Debt Market Monitor - Q2 2022 Outlook
DACH highlights

e Despite the troublesome macro-economic environment, the number of DACH deals in Q2 22 remained in line with the
previous quarter. Private debt, in particular, still has deep pockets given heightened fund raising activity over the last two
years'

e With capital and institutional syndication markets on hold, we have seen large and upper mid-market deals placed
on hold. Equally, there is an increasing number of hung syndications as banks have difficulty getting exposures off their
books; the middle market, however, has been active on the lending side

e Investors still have large amounts of dry powder, but in light of record inflation, rising interest rates, and the energy
crisis, they are cautious not to overspend on assets and might choose to wait before investing'

e We expect M&A deal flow to slow down over the coming quarters, and sponsors are likely to turn towards recaps to
partially realize their investments in light of lower valuation levels

DACH lender league tables

Banks LTM Funds LTM
LBBW 18 Barings 12
Unicredit 18 Arcmont 11
Berenberg 16 Eurazeo 10
SMBC 13 Blackrock 9
OLB 12 Bain Capital Credit 8
Bank of Ireland 9 Park Square 6
Nord LB 8 HayFin 6
DZ Bank 8 Allianz Gl 6
RBI 8 Permira 6
Siemens 8 CvC 5
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European Debt Market Monitor - Q2 2022 Outlook

Benelux highlights

e \We have continued to see sponsors’ dry powder build, but they are nonetheless sensitive to the impact of global
themes on new investment opportunities. Sponsors remain keen to commit capital for good quality businesses, but a
reluctance around organisations in less stable sectors (discretionary consumer, classical industry, etc)

e Limited appetite for any underwriting risk amongst banks, given the secondary markets as witnessed in other markets,
has driven issuers to explore private unrated liquidity

e Private debt funds are eager to deploy capital and have a range of supply products to choose from, including
secondary loan positions. Furthermore, they favour equity growth cases and fundamentally resilient propositions leaving
traditional industries struggling to attract their interest

e Private debt funds have deployed vast amounts of capital in H1 22, and are therefore cautious on anything new, and
mindful of attractive opportunities in the secondary market

e This drives a polarised M&A environment with high prices in quick trades for tech-enabled and ESG driven mandates

e As a result, deal flow for Q3 22 is expected to be limited, and sellers are preparing processes for when markets
stabilise. We expect fewer large and visible processes, and more bilateral and semi-bilateral engagement

Benelux lender league tables

Banks LTM Funds LTM
ING 16 Tikehau 9
ABN Amro 15 Barings 9
Rabobank 15 Ares 9
Investec 7 Kartesia 7
SMBC 7 Arcmont 6
Siemens 6 Permira 5
NIBC 5 Crescent 5
Berenberg 4 Eurazeo 4
Bank of Ireland 3 CVC 4
JP Morgan 3 Deutsche Bank (Private Debt) 4
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European Debt Market Monitor - Q2 2022 Outlook
Spain highlights
e The Spanish mid-market remained strong with 24 deals completed in Q2 22 compared with 21 in Q1 22 and 27 in Q4

2113

e However, negative headwinds persist in Spain due to energy price increases, a shortage of raw materials, interest
rate hikes and rising transport prices

e The current economic uncertainty has made banks more reluctant to underwrite transactions, with the most affected
sectors those that are vulnerable to inflation and dependent on commodities, including food, industrial products,
construction, and transport

e Public debt markets are closed, and banks’ risk committees are tightening their requirements™. Private debt remains
active, supporting high quality businesses backed by liquid assets in non-cyclical sectors. As a result, private debt funds
continue to gain market share even in markets traditionally dominated by bank financing. In any case, ability to pass-
through costs to the end customer is a key risk assessment element in the current market™

e Although the M&A market was active in H1 22, we expect financing challenges to cause delays in ongoing processes

e \We foresee an increase in refinancing attempts due to the end of the ICO (Spain government loans) grace period,
although we believe banks will be reluctant to lose collateral guarantees

Spain lender league tables

Banks LT™M Funds LTM
Santander 42 Tresmares 8
BBVA 38 Oquendo 8
CaixaBank 31 Goldman Sachs 7
Sabadell 20 Pemberton 5
Targobank 7 Arcano 4
Deutsche Bank 7 Muzinich 4
Bankinter 5 Arcmont 3
Banca March 4 Ares 3
Bank of Ireland 4 KKR 2
ING 4 Kartesia 2
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Italy highlights

e During Q2 22, ltalian financial market conditions were negatively impacted by a wide range of factors, including rising
inflation, rapidly accelerating interest rates, re-pricing of equity valuations and the energy crisis'™

e In this macro-economic and geopolitical climate and following the right-wing party win in the Italian elections, the
spread against German bonds (considered the European benchmark for government bonds) widened and conditions for
access to debt became less favourable in Italy. The expansion of bank loans to companies remained moderate'’

e Surveys of banks show a slight tightening in their supply policies, confirmed by the worsening of access conditions
perceived by non-financial companies'. Until May 2022, the cost of loans to businesses remained more or less stable
but that of loans to households increased™

o M&A activity in Q2 22 experienced a share drop of ¢. 25% compared to Q1 22, driven by current market conditions®

e Despite the considerations made so far, the M&A market in Italy in H2 2022 shows some positive trends, including:

- high liquidity of funds and their relative dry powder;

- pipeline of deals on the market; and

- PNRR (National Recovery and Resilience Plan) resources that can partially offset a higher cost of debt and help
companies navigate in this period of uncertainty and volatility?'
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UK (Part 1/2)
Multi-banked LBOs and refinancings completed in Q2 2022
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- ClinigenPlc = Triton
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............. MillerHomes = Apollo
........... OceanOutdoor = Atairos
............... Roadchef ~ °  Macquarie
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Notes: CL: Club deal; UW: Underwrite; Hybrid: Hybrid facility; Uni: Unitranche; Mezz: Mezzanine; PIK: PIK note; 10 / 20: First out, second out; 1L/ 2L: First lien,
second lien
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UK (Part 2/2)
Multi-banked refinancings completed in Q2 2022
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Notes: CL: Club deal; UW: Underwrite; Hybrid: Hybrid facility; Uni: Unitranche; Mezz: Mezzanine; PIK: PIK note; 10 / 20: First out, second out; 1L/ 2L: First lien,
second lien
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France (1/3)
Multi-banked LBOs completed in Q2 2022
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Notes: CL: Club deal; UW: Underwrite; Hybrid: Hybrid facility; Uni: Unitranche; Mezz: Mezzanine; PIK: PIK note; 10 / 20: First out, second out; 1L/ 2L: First lien,
second lien
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France (2/3)
Multi-banked LBOs and refinancings completed in Q2 2022
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France (3/3)
Multi-banked refinancings completed in Q2 2022
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Notes: CL: Club deal; UW: Underwrite; Hybrid: Hybrid facility; Uni: Unitranche; Mezz: Mezzanine; PIK: PIK note; 10 / 20: First out, second out; 1L/ 2L: First lien,
second lien
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DACH (Part 1/2)
Multi-banked LBOs and refinancings completed in Q2 2022
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Notes: CL: Club deal; UW: Underwrite; Hybrid: Hybrid facility; Uni: Unitranche; Mezz: Mezzanine; PIK: PIK note; 10 / 20: First out, second out; 1L/ 2L: First lien,
second lien
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DACH (Part 2/2)
Multi-banked refinancings completed in Q2 2022
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Notes: CL: Club deal; UW: Underwrite; Hybrid: Hybrid facility; Uni: Unitranche; Mezz: Mezzanine; PIK: PIK note; 10 / 20: First out, second out; 1L/ 2L: First lien,
second lien
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Benelux
Multi-banked LBOs and refinancings completed in Q2 2022
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EBITDA > £25m

Total LTM '16:15:15: 7 7 6

Notes: CL: Club deal; UW: Underwrite; Hybrid: Hybrid facility; Uni: Unitranche; Mezz: Mezzanine; PIK: PIK note; 10 / 20: First out, second out; 1L / 2L: First lien,
second lien



|eap jo ainjeN

alenbg yied
sawloH
SdH

uyAey
02970y
Sy Ars
yoluizniy
uopaquiad
uelpay

UMM

dnoug) siauped
uyhey
wiodabpug
so0n08|g
eJjuaoly
yueg ayosinaQ
ONAD
oazeing
JuL0salI)
eJjwiad
JuowoIy
elsapey
saly
sbuueg

neysyil

o O N
~ - M

21
S

S|eap JO #

0
0
0
1
1

5

765

eIpu| JO jueg aAlesay
4Hg 0ado

1semieN sgy

oaM

a70

SYoEeS uewp|o9

oynzin

Jued zd




Spain
Multi-banked LBOs and refinanc ings completed in Q2 2022
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EBITDA > €25m

Union Martin
Total Q2-22 111006 6 2 1.2 20 0:0 0 01 -0 0 0 0 0 0 0:0 1:0:0
Total Q1-22 10:8:9:4:1:1:17:0:2:1:2:2:17:0:0:0:0:0:0:0:0:0:0:1:1
Total Q4-22 1091 7 6 8 2 1 2 1 0 0 0 @ 17 2 1 9 19 9 19 1 0 @ @ @
Total Q3-22 11:9:10:4-1:3:1:0:1:3:17:1:2:0:0:17:17:1:1:17:1:2:0:0:0
Total LTM 423831207 7 5 4 4 4 3 3 3 22 2 2 2 2 2 2 2 1 11

Notes: CL: Club deal; UW: Underwrite; Hybrid: Hybrid facility; Uni: Unitranche; Mezz: Mezzanine; PIK: PIK note; 10 / 20: First out, second out; 1L/ 2L: First lien,
second lien
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Pan-European sector contacts

Debt Advisory & Restructuring

L

EDWARD GODFREY JUSTIN HOLLAND CIARA O'NEILL JONATHAN TROWER
T. +44 (0) 20 7856 9942 T +44 (0) 20 7856 0944 T +44 (0) 20 7856 0925 T. +44 (0) 20 7856 0912
E: edward godfrey@dcadvisory.com  E: justin holland@dcadvisory com E: ciara.oneill@dcadvisory.com E: jonathan trower@dcadvisory.com

NICOLAS COFFLARD FRANK JUNG GIULIANO GUARING JOAQUIN GONZALO

T +33142124964 T +49 (0) 69 9720 0431 T +39 335 7863 957 T +34 (0) 91 5241 124
E: nicolas cofflard@dcadvisorycom  E: frank jung@dcadvisory.com E: giuliano guarino@dcadvisory.com  E: joaquin.gonzalo@dcadvisory.com

| i

ak b
MANUEL ZULUETA PAUL DE HEK ROBERT RUITER
T-+34 (0) 91 5241 124 E: paul dehek@dcadvisory.com E: robert ruiter@dcadvisory.com
E: manuel zulueta@dcadwisory.com
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Disclaimer

These materials have been prepared by DC Advisory solely for information purposes and are not intended to function as a “research report.”
In particular, this means it is not intended, nor does it contain sufficient information, to make a recommendation as to the advisability of
investment in, or the value of, any security.

Additionally, such materials do not constitute or form part of, and should not be construed as, an offer to sell, or a solicitation of any offer to
buy, or any recommendation with respect to, any securities. You should not base any investment decision on any such materials; any
investment involves risks, including the risk of loss, and you should not invest without speaking to a financial advisor.

The views expressed in herein are based on the observations, experience and belief of its authors, as well as assumptions made by, and
information available to, them at the time such statements were made. These views are statements of opinion and not statement of fact.
Additionally, there can be no guarantee that any forward-looking statements will come to pass.

References to third parties contained in herein should not be considered a solicitation on behalf of or an endorsement of those entities by DC
Advisory.

These materials may contain logos or phrases that may be registered trademarks of their respective owners. Such use is solely for purposes
of convenience in referring to the trademark owners and their products/services. The contents of these materials are not endorsed,
sponsored or affiliated with any such trademark owner.

Reproduction of any information, data or material contained hrerin (*Content™) in any form is prohibited except with the prior written
permission of DC Advisory. Neither DC Advisory, its affiliates nor any third-party content provider (collectively, “Content Providers™)
guarantees the accuracy, adequacy, completeness, timeliness or availability of any Content and the Content Providers are not responsible for
any errors or omissions (neglizent or otherwise), regardless of the cause, or for the results obtained from the use of such Content. In no event
shall any Content Providers be liable for any damages, costs, expenses, legal fees, or losses {including lost income or lost profit and
opportunity costs) in connection with any use of the Content. DC Advisory makes no representation for the accuracy of any information
provided by third-party content providers.

Nothing contained in herein constitutes financial, legal, tax or any other professional advice.

For more information, see dcadvisory.com/legal/



