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3020 Summary

Active Bond Supply Sustains Europe's Leveraged Finance Market

The high-yield bond market again put in a stronger showing than loans during the third quarter,
preventing overall primary issuance across the two market from falling far behind the previous year
amid the ongoing impact of the pandemic.

At EU103b to end-3Q20, combined 2020 leveraged loan and high-yield bond issuance is less than
10% down on 1-3Q19. That's down to high-yield bond volume being 14% ahead on the year-ago
period while loans are nearly 30% behind.

The quarterly loan total of EU11.6b edged ahead of 2Q20, but September’s contribution of EU4.6b
fell far below the post-summer flood of previous years. This sluggish pace was largely the result of
the pandemic putting a brake on M&A dealmaking. At EU6.5b, third-quarter M&A-driven lending was
the lowest of the year.

By the end of September, a handful of sponsor-led borrowers had launched M&A loans. They were
mainly mid-sized but did include an EU875m facility for French care homes firm Colisee SAS, the
largest LBO loan of the quarter.

Overall, debt for single-B average loans is getting cheaper after the mid-pandemic spike, falling by
more than roughly 125bps during the third quarter to an average all-in spread of 512bps. Appetite
including from ramping CLOs could help drive pricing tighter again in the run to year-end unless
supply increases or lenders’ confidence falls foul of risks such as the U.S. election, a no-deal Brexit
or renewed lockdowns across Europe.



Powered by Bonds

At EU103b, the year's combined issuance of leveraged loans and high-yield bonds through end-Sept. is less than 10% down on the
year-ago period--despite the ravages of the Covid-19 pandemic on Europe's economies. That's driven not by loans, where primary
activity suffered another meager quarter, but by companies tapping the high-yield market to boost liquidity and refinance existing debt.
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Loan issuance so far this year stands at EU44.2b, nearly 30% Risk appetite returning through the third quarter helped fuel
down versus 1-3Q19. But the bond market is ahead, by 14%. EU19b of bonds. That's on a par with the second quarter and

well up on the EU11.6 seen in loans in 3Q20.



M&A Lacking

Auctions were put on hold during the second quarter and many are only just getting going again, so the queue of LBO and other M&A
financings has been thin. The telecommunications sector churned out some larger deals, including Virgin Media/O2, but LBOs have

been scarce and the waiting could extend into the fourth quarter.
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M&A loan volume amounted to EU6.5b in 3Q20, just below
the previous quarter. Nearly half of the year's M&A loans to
date launched in Jan/Feb, leaving slim pickings for investors
since then.
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EUR/GBP 1L/2L institutional loans.

With acquisitions sparse, the volume of new money raised in
3Q20 was the lowest in five years. Boosted by borrowers
pushing out maturities, refinancing topped EU4b.



Tightening Spreads

The third quarter saw a continuation of the recovery after the spike in March as the pandemic took hold. That allowed companies to
raise debt at more attractive levels, even if not at the ultra-tight levels of January. But September also saw a late bout of volatility and
the fourth quarter brings risks including the potential for an contested U.S. election result and a no-deal Brexit.
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M&A Issuance
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Sponsored M&A Issuance Sponsored M&A Issuance
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Issuance by Currency Issuance by Currency
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Use of Proceeds
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Second-Lien Volume

Second-Lien Volume
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Covenant-Lite Issuance
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Cross-Border Pricing
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Global Institutional Issuance
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Basis Points
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Contact Detalls

Gianluca Ansaldi
gansaldil@bloomberg.net
Bloomberg Data — Syndicated Loans

Ruth McGavin
rmcgavinl@bloomberg.net
Bloomberg News — Leverage Finance Strategist

Mark Phillips*
mphillips20@bloomberg.net
Bloomberg Market Specialists — Credit, Loans and ABS/CLO

*Please contact if you would like to arrange a demonstration of Bloomberg functionality for leveraged
finance



Disclaimer

The data included in these materials are for illustrative purposes only. The BLOOMBERG
TERMINAL and Bloomberg data products (the “Services”) are owned and distributed by Bloomberg
Finance L.P. ("BFLP”) except that Bloomberg L.P. and its subsidiaries (“BLP’) distribute these
products in Argentina, Bermuda, China, India, Japan and Korea. BLP provides BFLP with global
marketing and operational support. Certain features, functions, products and services are available
only to sophisticated investors and only where permitted. BFLP, BLP and their affiliates do not
guarantee the accuracy of prices or other information in the Services. Nothing in the Services shall
constitute or be construed as an offering of financial instruments by BFLP, BLP or their affiliates, or
as investment advice or recommendations by BFLP, BLP or their affiliates of an investment strategy
or whether or not to “buy”, “sell” or “hold” an investment. Information available via the Services
should not be considered as information sufficient upon which to base an investment decision.
BLOOMBERG, BLOOMBERG TERMINAL, BLOOMBERG PROFESSIONAL, BLOOMBERG
MARKETS, BLOOMBERG NEWS, BLOOMBERG ANYWHERE, BLOOMBERG TRADEBOOK,
BLOOMBERG TELEVISION, BLOOMBERG RADIO and BLOOMBERG.COM are trademarks and
service marks of BFLP, a Delaware limited partnership, or its subsidiaries. © 2020 Bloomberg.



