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Leveraged Finance: European Summary Report

Key Insights

® The number of European risky credits, issuers rated ‘CCC+" and lower, has marginally
declined and is now in line with the five-year average. Most removals from this group
reflected defaults and rating withdrawals. New additions were mostly due to refinancing.

e FEuropean risky credits’ outstanding debt increased by 45% to €80.1 billion, from €55.1
billion at the start of 2024, primarily due to the downgrade of French telecoms company
Altice France S.A. to ‘CCC+'. Altice France added close to €23.8 billion to risky credits’
total debt. Three telecoms companies contributed about €25.8 billion. The next largest
contributors came from chemicals, packaging, environmental services, and oil and gas.

® FEuropean CLOs are starting to see cash-flow pressures mounting on obligors across
sectors, combining weaker operating results in some sectors (chemicals, health care
services, and consumer goods) and the high cost of financing. Median debt-to-EBITDA
ratios for European CLO obligors have remained broadly unchanged since the end of the
pandemic at around 6x. However, interest coverage ratios have worsened significantly in
the past 18 months to 2.7x, from 3.6x in first-half 2022. This stems from several factors
including continued high leverage and the unwinding of pre-2022 hedges due to expiry.
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YTD 2024 And 2023 Speculative-Grade New Issuers

Chart1

New issuers by rating
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Note: Data represents new issuers as of April 30, 2023, and April 30, 2024. Includes European corporate ratings and excludes
confidential issuers. Source: S&P Global Ratings. YTD--Year-to-date.

Chart 2

New issuers by industry group
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Note: Data represents new issuers as of April 30, 2023, and April 30, 2024. Includes European corporate ratings and excludes
confidential issuers. Source: S&P Global Ratings. YTD--Year-to-date.
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Defaults

Chart 3 Table1
YTD downgrades to 'SD'/'D' Ratings raised after selective default ('SD') and default ('D’)

Issuer name Prior rating Rating raisedto Sector Reason for default

Toro Private . Distressed

Holdings |, Ltd D CCC+/Stable Transportation exchange

vieleiitel RESOUIoEs SD CCC+/Stable Mining and minerals Digiresese

Ltd. exchange

\F/)i(n:ator Materials D CCC+/Negative Chemicals Bankruptcy

Vue Entgrtalnment sD CCC+/Negative Medla_, entertainment, Distressed

International Ltd and leisure exchange

Bahia de las SD CCC+/Stable Transportation Missed interest

Isletas, S.L. payment

La F_manmere D CCC4/Stable Business and _ Distressed

Atalian SAS consumer services exchange

Tele Columbus AG D CCC+/Stable Telecomunications Missed coupon
payments

: : Capital goods / .
Wittur Holding D CCC4/Stable machine and Distressed
GmbH : exchange
equipment

Note: Data on number of defaults are as of April 30, 2024. Includes European corporate ratings. D--Default. SD--Selective
default. YTD--Year-to-date. For more information on European defaults, see "Monthly Default Tally Reached Four-Year High
In April”, published May 13, 2024. List of ratings raised after 'SD' and 'D" is as of April 30, 2024. Source: S&P Global Ratings.

Chart 4

European trailing-12-month speculative-grade default rate

41

_____________o

Expected speculative grade default rate of 3.75%

(%)

Note: Data as of April 30, 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

Chart 5

April 2023/2024 speculative-grade CreditWatch/outlook distribution
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Note: Data as of April 30, 2023, and April 30, 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)
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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 April 30, 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 Altice Europe N.V. CCC+/Developing Diversified telecommunication services
3 Ineos Ltd. BB/Negative Chemicals

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 Ill B.V. BB/Stable Multiline retail

9 Laboratoire Eimer SELAS B-/Stable Food and staples retailing

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

Note: Ratings and CreditWatch/outlooks as of April 30, 2024. Source: S&P Global Ratings.

spglobal.com/ratings

May 28, 2024

7


http://www.spglobal.com/ratings

Leveraged Finance: European Summary Report

Sources

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 (ClOPulse Q12024: High Leverage Affects Interest Coverage Ratios In European Obligors,
May 15, 2024

e Risky Credits: European Debt Surged To €80 Billion In Q1 2024, May 2, 2024

Related Research

e Corporate Results Roundup Q12024: Recovery continues excluding commodity sectors but

remains fragile and fragmented, May 15, 2024

o Q22024 Global Refinancing Update: Window Of Opportunity May Be Closing, April 24, 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).

Free account registration is required.
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