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Leveraged Finance: European Summary Report

Key Insights

e We anticipate a European trailing-12-month speculative-grade corporate default rate of

3.75% by March 2025. We think consumer-facing sectors will likely lead the default tally in
2024, as they did in 2023. The chemicals and telecommunications sectors may also see
some defaults due to the high number of issuers with negative cash flows, and that are
rated ‘CCC/C.

Higher interest rates have prompted companies to deleverage, particularly those in the
‘B’ category that have a large debt stock. Recent notable downgrades include Altice
France and Ardagh Group S.A. and its glass-packaging subsidiaries. Both companies have
said they are reviewing their capital structures and plan to reduce their debt amounts.
Both are considering strategies that could potentially lead to value leakage and result in
lower recoveries for creditors.

Speculative-grade bond issuance surged to over €45 billion in the first quarter of 2024,
more than double the previous quarter. This increase was mainly driven by favorable
market conditions—with stable interest rates, narrow spreads, and strong investor
demand—enabling many companies to proactively address their upcoming maturities.

Monthly Highlight

Distressed exchanges are driving defaults in Europe

Year-to-date distressed exchanges in Europe (count)
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Data as of March 31, 2024. All risk indicators are measured against previous quarter’s report. *Three-month average to March
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31. §Comprises 45 equally weighted single company credit default swaps. Companies on the index are based in Europe and
rated 'BB+' or lower at the time of index inception. tThe percent of performing loans trading below 80. CPES--Chemicals,
packaging, and environmental services. Sources: S&P Global Ratings Credit Research And Insights; S&P Global Market
Intelligence. Leveraged loan data source: Leveraged Commentary and Data (LCD) from PitchBook, a Morningstar company;
Morningstar European Leveraged Loan Index (ELLI).
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YTD 2024 And 2023 Speculative-Grade New Issuers

Chart1

New issuers by rating (no.)
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Note: Data represents new issuers as of May 31, 2023, and May 31, 2024. Includes European corporate ratings and excludes
confidential issuers. YTD--Year-to-date. Source: S&P Global Ratings.
Chart 2
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Note: Data represents new issuers as of May 31, 2023, and May 31, 2024. Includes European corporate ratings and excludes
confidential issuers. YTD--Year-to-date. Source: S&P Global Ratings.
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Defaults

Chart 3

YTD downgrades to 'SD'/'D'

Table1

Ratings raised after selective default ('SD') and default ('D")

Issuer name Prior rating Rating raisedto Sector Reason for default
Toro Private . Distressed
Holdings I, Ltd D CCC+/Stable Transportation exchange
ViSEERINEE MESOUIoES SD CCC+/Stable Mining and minerals Disitressse

Ltd. exchange
\F/Egator Materials D CCC+/Negative Chemicals Bankruptcy
Vue Entgrtalnment sD 0CC+/Negative Med|a7 entertainment, Distressed
International Ltd and leisure exchange
Bahia de las SD CCC+/Stable Transportation Missed interest
Isletas, S.L. payment

La F}nanmere D CCC4/Stable Business and A Distressed
Atalian SAS consumer services exchange

Missed coupon

Tele Columbus AG D CCC+/Stable Telecommunications
payments
. . Capital goods / .
Wittur Holding D CCC+/Stable machine and Distressed
GmbH exchange

equipment

Note: Data on number of defaults are as of May 31, 2024. Includes European corporate ratings. D--Default. SD--Selective
default. YTD--Year-to-date. For more information on European defaults, see "An Increase In Distressed Exchanges Drives
Defaults In Europe," published June 12, 2024. List of ratings raised after 'SD"' and 'D' is as of May 31, 2024.

Source: S&P Global Ratings.

Chart 4

European trailing-12-month speculative-grade default rate (%)

Expected speculative

grade default rate of 3.75%
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Note: Data as of May 31, 2024. Source: S&P Global Ratings.
See "The European Speculative-Grade Default Rate Should Level Out At 3.75% By March 2025," published May 22, 2024.
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Speculative-Grade Rating Outlook Mix

Charts

May 2023/2024 speculative-grade CreditWatch/outlook distribution (96)
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Note: Data as of May 31, 2023, and May 31, 2024. CreditWatch/outlook distribution includes all European corporate ratings.
Does not include investment-grade issuers. Source: S&P Global Ratings.

Recovery Ratings

Chart 6

Recovery rating distribution for weakest links (%)
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Note: Data as of Dec. 31, 2023. Weakest links are issuers rated 'B-' and below with either negative outlooks or on CreditWatch
negative. Source: S&P Global Ratings.
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Chart7

Recovery ratings distribution of first-lien new issues (Europe)

100 100 1 (90-100%)
90 90
2 (70-90%)
80 80
:} —
§ 70 70 R 3 (50-70%)
o
w 60 60 &
(=
£ . 50 & m— £ (30-50%)
o 3
a 40 40 =
2 3 s 5 (10-30%)
2 30 30 5
= 3
20 20 6 (0-10%)
0 |. I 0
0 1 «L III I II [ || III III =k II o - N - I =N . 0 ,3(% of total
()] (2] ()] (2] o o o o — — — — ~N ~N N N ™ ™ ™ [42] |s_suance)
S o5 o0 5 90 o0 989 9 8 S S o S 98 S S oS o o (right scale)
o~ o~ o~ o~ o~ o~ o~ N o~ N o~ N o~N N o~ N ~N N ~N N
— [\ ™ ~t — N ™ ~t — N ™ ~ — N ™ ~ — N ™ ~
o o 0O O O O 0 O O O 0 O o O o O o o O O
Data as of Dec. 31, 2023. Recovery ratings distribution of first-lien new issues. Source: S&P Global Ratings.
High-Yield Bond Insights
Chart 8 Chart 9
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Data as of May 31, 2024. Source: S&P Market Intelligence.
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CLOs

Table 2

Top 10 obligors held in Europe

Rank  Obligor

Rating and CreditWatch/outlook

GIC code

1 Liberty Global PLC BB-/Stable Diversified telecommunication services
2 Ineos Ltd. BB/Negative Chemicals

3 Altice Europe N.V. CCC+/Developing Diversified telecommunication services
4 Lorca Telecom Bidco S.A.U. BB/Stable Diversified telecommunication services
5 Verisure Midholding AB B+/Stable Diversified consumer services

6 Chrome HoldCo SAS B-/Stable Health care providers and services

7 Nidda German Topco GmbH B/Stable Pharmaceuticals

8 Peer Holding Il B.V. BB/Stable Multiline retail

9 IVC Acquisition Topco Ltd B/Negative Health care providers and services

10 ION Trading Technologies Ltd. B-/Stable Capital markets

Note: Ratings and CreditWatch/outlooks as of May 31, 2024. Source: S&P Global Ratings.
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Sources

e Credit Conditions Europe Q3 2024 — Keep Calm, Carry On, June 25, 2024

e Anlncrease In Distressed Exchanges Drives Defaults In Europe, June 12, 2024

e The European Speculative-Grade Corporate Default Rate Should Level Out At 3.75% By
March 2025, May 22, 2024

e  Monthly Default Tally Reached Four-Year High In April. May 16, 2024

e Risky Credits: European Debt Surged To €80 Billion In Q12024, May 2, 2024

Related Research

e Corporate Results Roundup Q12024: Recovery continues excluding commodity sectors but
remains fragile and fragmented, May 15, 2024

e CLOPulse Q12024: High Leverage Affects Interest Coverage Ratios In European Obligors,
May 15, 2024

e Corporate Results Roundup Q12024: Recovery continues excluding commodity sectors but
remains fragile and fragmented, May 15, 2024

e Ardagh Group S.A. And Glass-Packaging Subsidiaries Downgraded To ‘CCC-* On Debt
Restructuring Risk; Outlook Negative, April 25, 2024

e 022024 Global Refinancing Update: Window Of Opportunity May Be Closing, April 24, 2024

e Altice Franc Altice France S.A. Downgraded To 'CCC+' On Weaker Cash Flow Prospects And
Sustainability Concerns; Outlook Developing, April 19, 2024

e The Rise of Repeat Defaulters, April 11, 2024

e Credit Conditions Europe Q2 2024: Credit Heals, Defense Shields, March 27, 2024

e Why European Leveraged Loan Borrowers Like The “Snooze Drag”, Nov. 27, 2023

Articles are available at Corporate Research | S&P Global Ratings (spglobal.com).
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