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Important information

This presentation is issued on a confidential
basis by Arcmont Asset Management
Limited (the “Sponsor”), a firm authorised
and regulated by the Financial Conduct
Authority. By accepting delivery of this
presentation, you agree that you will keep
confidential all information contained within
it, and will not disclose any such information
to any person without the prior consent of
the Sponsor (provided that you may disclose
this presentation on a confidential basis to
your legal, tax or investment advisers (if any)
for the purposes of obtaining advice).

This presentation does not itself constitute
an offer of interests in, nor is it a solicitation
of an offer to purchase, any security or
investment product in any jurisdiction. A
private offering of interests in any security
or investment product of the Sponsor will
only be made pursuant to a confidential
private placement memorandum, which
will be furnished to qualified investors on a
confidential basis at their request, and which
will supersede the information contained in
this presentation in its entirety.

Unless expressly indicated otherwise, the
information contained in this presentation
is current as at 1st September 2022, and it
will not be updated or otherwise revised

to reflect information that subsequently
becomes available, or circumstances existing
or changes occurring after that date. No
undertaking, representation, warranty or
other assurance, express or implied, is made
or given by or on behalf of the Sponsor

or any of its respective directors, officers,
partners, members, agents or advisers

or any other person as to the accuracy or
completeness of the information or opinions
contained in this presentation, including
any information or opinions that have been
obtained from published sources prepared
by third parties, and no responsibility or

liability is accepted by any of them for any
such information or opinions.

Any statements regarding market events

or projections are subjective views only of
the author. Such statements should not be
relied upon as they may be subject to change
without notice due to a variety of factors,
including changing portfolio characteristics
and fluctuating market conditions that may
not be known at the time such statements are
made. As a result, there can be no assurance
that any forward looking statements are now
accurate or will prove to be such.

This presentation is provided for information
purposes only and the contents herein

do not constitute legal, tax or investment
advice. You are not entitled to rely on

this presentation and no responsibility

is accepted by the Sponsor or any of its
directors, officers, partners, members, agents
or advisers or any other person for any
action taken on the basis of the content of
this presentation.

Copyright 2022 © Arcmont, registered
office 3rd Floor, 5 Hanover Square, London
W1S THE, is a limited company registered in
England and Wales with registered number
12029504 and is authorized and regulated
by the UK Financial Conduct Authority with
firm reference number 845535. All rights
reserved.
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Introduction

Private Debt has seen significant growth
in Europe over the last decade; we believe
it has established itself as an essential
alternative investing asset class.

Following the 2008/9 Global Financial Crisis
(“GFC"), banks, the traditional source of
debt finance, faced significant balance sheet
and regulatory pressures, resulting in their
retrenchment from the sub-investment grade
lending market. As Private Debt capacity has
grown, Private Debt funds have increasingly
substituted liquid leveraged loan and high
yield financings, particularly during periods
of market volatility.

At the same time, the demand for credit in
Europe has been strong, primarily driven
by a buoyant M&A market and significant
amounts of Private Equity dry powder.

In addition to these attractive supply and
demand fundamentals, the European Private
Debt market has a number of attractive
characteristics, particularly relative to the US
market. Some of these include:

(1) Europe’s historically high dependence
on traditional lenders contrasts with the
multiple alternative sources of finance
in the US market, creating a larger
financing gap as banks retrench from the
market and borrowers have fewer sources
of debt finance. Europe does not have
Business Development Company (“BDC”)
equivalents nor a highly developed
private placement market;

(i) The rapid evolution of Private Debt funds
has resulted in the European market
being highly bifurcated between a
small number of large funds and a large
number of small funds, thus creating less
competition for Private Debt funds at the
upper end of the loan market;

(i) Europe has less developed and smaller
liquid leveraged loan and high yield
markets, thereby only providing access to
liguid markets for larger borrowers, while
smaller companies cannot find financing
in these markets;

(iv) The national and geographic differences
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Aacross Europe create a less homogeneous

and commoditised market than the
US, enabling Private Debt managers
to arbitrage these differences and
inefficiencies to optimise pricing
and structures;

(v) These differences require a local

presence, deep relationships and specific

understanding of individual markets,
creating high barriers to entry for new
Private Debt managers.

As a result of these factors, we believe
that the risk-adjusted returns available
in the European Private Debt market,
particularly for the larger players,

are superior to the more mature and
competitive US Private Debt market.

This is reflected by the following:

(1) Pricing and equity conditions in the
European Private Debt market compare
favourably to the US;

(i) US credit markets have historically seen
higher default rates and lower recovery
rates than those in Europe;

(iii) High prevalence of covenanted loans in
Europe, including for larger loan sizes,
where similar-sized public markets debt
transactions would be structured as cov-
lite.

However, it is important to overlay these
advantages with the broader macro-
economic positions we have seen over the
last decade in Europe and the US and the
current economic challenges faced by these
two markets.

In this paper, we will seek to discuss these
points in more detail.
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Market Dynamics

1. Curtailment of traditional loan supply

Banks have historically represented a
significantly greater share of European
lending than has been the case in the US.

European companies have traditionally been
highly dependent on bank loans, whereas,

=

Non-bank lenders have historically played
a major role within the US market’

12%

84%

88%

Il Banks M Non-banks

Available sources of funding?®

in the US, mid-market companies have long
been able to access debt through bonds,
private placements and BDCs; these options
have not been widely available in Europe.

Ongoing bank retrenchment in Europe
with Private Debt taking market share?

34%

Il Banks M Non-banks

Available sources of funding?®

Banks (] Banks (]

Mezzanine funds (] Mezzanine funds (]

Bond market (] Bond market e

Private placements / ° Private placements / o

insurance / pension funds insurance / pension funds

Business Development © Business Development o

Companies 85% share Companies

Private Debt funds (V] Private Debt funds (] 71% share

The more stringent regulatory environment
for banking in Europe in the wake of the
Global Financial Crisis (“GFC”) has left
traditional banks unable to serve the mid-
market. Measures such as the Basel Il capital
requirements, with the high capital charges
related to mid-market loans, penalised banks
for making sub-investment grade loans. UK

1. Source: LCD’s Quarterly US Leveraged Lending Review: Q2 2022.
2. Source: LCD’s Quarterly European Leveraged Lending Review: Q2 2022
3. Armont analysis of funding sources for mid-market companies.

ring-fencing laws and ECB leveraged lending
guidelines, too, have resulted in significant
bank retrenchment in the last decade.

Private Debt funds have increasingly filled
this supply gap. Since 2012, the share of
lending represented by banks has declined
considerably.
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Proportion of European Debt by Type*
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Whereas the disintermediation of requlated

2012

2013

2014

2015

US lenders by non-banks has been going

on for over 25 years, with smaller banks

consolidating in the 1990s and focusing
less on lending to mid-market companies

and more on financings for larger firms, the

process in Europe only started in earnest
after the GFC.

Private Debt AUM: US vs Europe®
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As such, the annual growth rate of
European Private Debt assets since 2010
has been double that of US managers,
at 21.1% CAGR. European Private Debt
managers now hold approximately $360
billion of AUM compared to around $40
billion in 2010.°

2016

mUS ®mEurope

2017

2018

2019

4. Source: Houlihan Lokey, “MidCapMonitor” (Q12022). Illustrative, based on Houlihan Lokey MidCapMonitor Q1

2022 (by number of deals, includes debt funds offering senior structures). Data for the 2012-2015 period

available for Germany only. From 2016 and onwards, data available for Germany, UK, France, Austria-

Switzerland and Benelux.
5. Source: Preqin (07 August 2022).

September 2022

2020

750

2021

CAGR
2010-2021

= 109%

2



The European Private Debt Opportunity

2. Growth in fund sizes among top players

Fund sizes have also grown markedly over
the same period, with the average size of

European Private Debt funds reaching over
$2 billion in 2022.6

Average European Private Debt fund size ($m)°®

2,056

2010 2011 2012 2013 2014 2015

At the upper end of the market, the
competitive landscape in Europe is attractive
with only a handful of large fund managers
capable of underwriting entire loans of €500
million or above.

This has enabled a further growth dynamic
to emerge: deals that would historically
have been financed in the liquid loan or high
yield markets are being provided by Private
Debt funds with greater frequency. Larger
companies are increasingly seeking private
capital solutions, as Private Debt managers
are able to offer (i) greater speed and
efficiency in underwriting,

(ii) greater flexibility with respect

to structuring for bespoke business
requirements, (iil) the ability to provide
follow-on capital to facilitate future
inorganic growth, and (iv) greater certainty
of execution - particularly when liquid

6. Source: Preqin (07 August 2022).

2016

2017 2018 2019 2020 2021 2022

YTD

markets are volatile or closed. In the face of
inflation and macroeconomic volatility,
in our view, Private Debt can provide
certainty where the markets might
otherwise be uncertain.

Only seven managers in Europe (~4% of
the managers in the market) have AUM
of over $10 billion, and they account for
approximately 40% of total capital. The
reduced competition at the higher end
of the market enables larger funds to
achieve better pricing and terms and to
focus on higher quality businesses, typically
with EBITDA of €100 million+. In contrast,
the US market is more mature and more
competitive; there are 25 managers with
AUM greater than $10bn.®
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Europe dominated by a few large players’

A small number of large European funds
dominate the market
Number of funds with AUM > $10bn

25

us EU

European managers are also increasingly

comfortable collaborating, further scaling up

their deployment capacity. Neil Campbell, a
partner in DLA Piper’s debt finance practice
in London, says:

7. Source: Preqgin (07 August 2022).

US market with a long-tail
of small funds

m Number of Fund Managers m Average AuM ($m)

$1,161Tm

$1,700m

600+

fund
managers
250+
fund
managers

us EU

“Whilst our experience generally is that
private credit would still prefer to hold the
whole investment, sometimes sponsors will
say to a lender we’re very happy to have
you in the deal, but we’d like to partner
you with another fund; private credit will
typically prefer to deploy some capital
rather than none, and then the sponsor will
potentially have access to huge pools of
capital for follow-on funding.” 8

8. Source: DLA Piper, “Taking the Stage: Private Credit market in Europe” (7 April 2022).
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3. Europe’s liquid markets provide limited financing for smaller issuers

The dominance of banks as the primary
source of capital across Europe stems in large
part from historically close relationships
between the local lending institutions and
corporate borrowers. Moreover, the absence
of deep liquid leveraged loan or high yield
bond markets meant that many European
SME businesses lacked an alternative source
of financing.

European Liquid market financing

As a consequence, loans of less than
€250m have largely disappeared from the
Leveraged Loan market, suggesting that
such financings are completed almost wholly
in the Private Debt market.’

o 8% 6%
9% 10% © 10(;) 15% 15% 20% 17%
12% 7% 15%
22% o 24%
25% ® 9% 33%
43% 40%
79% 40% 46%
61%
53% 9 50%
4% 2% .
AV
° 16% 15% 8%
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 YTD 2022
M Less than €250M m€250 to €499M m€500 to €999M  m<€1B or more

4. European Private Debt: not as commoditised as the US

The different geographical and national
boundaries in Europe provide greater
barriers to entry and cross-border
inefficiencies versus the US market, which is
more generic and commoditised.

According to PDI: “In Europe, only 1% of
asset finance is cross-border, and there are
44 distinct markets in which Private Credit
managers must operate”.’°

European lenders must contend with lending
oriented to each European country’s unique

9. Source: LCD, “European Leveraged Lending Review” (Q2 2022).
10. Source: PDI, “The European debt opportunity” (4 August 2022).

culture, economic strengths and weaknesses,
legal structure and relationships.

European lending is also largely relationship-
driven, significantly more so than the more
competitive and transactional US market.

Private equity sponsors in regional markets
trust local operators, often with local
language and cultural grounding, and it can
be difficult to compete cross-border.
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The patchwork nature of multiple
jurisdictions makes origination in Europe

a challenge, and the more complex the

deal structure, the more local the team
needs to be. Understanding the nuances of
local companies is critical, particularly in a
default, because the options as a lender are
very different in the UK versus Italy or France
for example.

It requires national teams of local experts
to originate and execute deals in Europe,
and only those firms with this infrastructure
can serve the region. This results in higher
barriers and lower competition in European
markets than in the US, hence more
favourable risk-adjusted returns for LPs.

Risk and Return Considerations

We believe that Europe offers materially

better risk and return features in Private Debt

than the US.

1. Lower defaults and higher recoveries for European credit

US credit markets have historically seen
higher default rates than those in Europe,
with 5-year average defaults in the US
for leveraged loans and high-yield bonds
nearly double those observed in Europe

5-Year average credit default rates"

2.0%

over the same period. Recovery rates for
European leveraged loans were also higher
than the US, driven partly by more stringent
underwriting standards.

2.9%

European Loans US Loans

European High Yield US High Yield

11. Source: Credit Suisse. European Loans represented by the Credit Suisse Western European Leveraged Loan
Index (“CSWELLI") and U.S. Loans represented by the Credit Suisse Leveraged Loan Index (“CSLLI"). Distressed
exchanges included in default rate calculation. European High Yield is represented by the Credit Suisse Western
European High Yield Index and US High Yield is represented by the Credit Suisse US High Yield Index. Distressed

exchanges included in default rate calculation. Data as of December 31, 2021..
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5-Year average credit recovery rates™

65.4%

43.9%

European Loans US Loans European High Yield US High Yield

In public markets, Sharpe ratios for European  outperforming US loans by a significant
credit are consistently higher than their US margin.
equivalents, with European leveraged loans

Average 1-month rolling 5-year Sharpe ratio (Dec-11 to Dec-21)"

European Loans 1.41

European IG Corporates 1.27

European High Yield 1.10
US Loans 1.08
US Equities 1.00
US IG Corporates 0.95
US High Yield 0.90

Emerging Market Corporates 0.75

European Equities

12.Source: Credit Suisse. European Loans represented by the Credit Suisse Western European Leveraged Loan
Index (“CSWELLI") and U.S. Loans represented by the Credit Suisse Leveraged Loan Index (“CSLLI"). Distressed
exchanges included in default rate calculation. European High Yield is represented by the Credit Suisse Western
European High Yield Index and US High Yield is represented by the Credit Suisse US High Yield Index. Distressed
exchanges included in default rate calculation. Data as of December 31, 2021.

13. Source: ICE BofA, Credit Suisse, Bloomberg. European Loans represented by the Credit Suisse Western European
Leveraged Loan Index. US Loans represented by the Credit Suisse Leveraged Loan Index. European High Yield
represented by the ICE BofA European Currency high Yield Constrained Index (HPCO). US High Yield represented
by the ICE BofA US High Yield Constrained Index (HUCO). Emerging Market Corporates represented by the ICE
BofA Emerging Markets Diversified Corporate Index (EMSD). European Equities represented by the Euro Stoxx 50
Index. US Equities represented by the S&P 500 Index. Data as of December 2021.
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2. Risk-Return characteristics of European Private Debt

We believe that the return premium available s important because many US deals have

in Europe for Private Debt managers is ‘super senior’ (Tst out) pieces structured
between 50 to 150 basis points for an ahead of the Private Debt lender tranche
equivalent risk - average margin for (the ‘2nd out’), effectively leveraging the
European Private Debt deals was 6.6% returns, but at a higher risk with lower
versus 5.8% in the US in 2021, with similar recovery expected in a downside scenario.

levels of average leverage.'” Equivalent risk

European Private Debt market with higher absolute margins'
Average margin for Private Debt transactions, 2021

Europe us

14. Source: Proskauer, “Private Credit Insights Report” (2021).
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3. Comparison of Terms

European Private Debt Transactions Afford Lenders Greater Protections.

European Private Debt issuance
predominantly comprises first lien lending
with strong protections, the majority of loans
being covenanted. Loan contracts usually
include covenants that limit a borrower’s
ability to impact the value of a loan
negatively. These include maintenance-
based covenants and other lender

protections, such as requiring borrowers

to meet certain financial conditions, like
keeping their ratio of debt to EBITDA below
a specific level for example.

Over the last twelve months, 84% of
European transactions were structured as
first lien:”

European Private Debt transactions by seniority’

H Unitranche mSenior ™ Second Lien

European Private Debt has significantly
better protections than the US, particularly
at the larger end of the market, where loans
without any covenants (so-called “cov-

lite” loans) have long been the norm. The
historical difference between the makeup

of lenders in Europe and the US, with

banks historically playing a central role in
corporate lending in Europe, explains much

15. Source: Deloitte, “Alternative Lender Deal Tracker” (Spring 2022).

B Mezzanine

mPIK mOther mStretched Senior

of the divergent trends in the US; institutions

control the US market to a far greater extent.

According to a recent Proskauer survey,
nearly all European managers (97%) require
at least one covenant in their deals, whereas
68% of US respondents would consider
cov-lite transactions.”®

16. Source: Proskauer, “Trends in Private Credit” (Q12022). Number of covenants required by European managers

for companies with EBITDA greater than€25m

September 2022
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Respondents requiring at least one covenant on a transaction' '8
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Europe
B At least one covenant required
Greater Equity Requirements
Equity requirements by lenders also vary 80% of European Private Debt providers
significantly by region, with European require 40% or more equity contribution,
managers requiring larger equity cushions  whereas this figure is only slightly over 50%
from borrowers compared to their US for US managers.'’

counterparts. Proskauer found that almost

How much equity does your organization typically require in your transactions?'’

us

56%

79%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

B <30% m30-34% mW35-39% m40-44% m45-49% m>50%

17. Source: Proskauer, “Trends in Private Credit” (Q12022).

18. For US respondents who would consider cov-lite transactions, 4% would consider these for deals less than $30m
EBITDA, 18% for EBITDA of $30-40m, 35% for EBITDA of 40-50m, and 44% for EBITDA of $50m or greater.
Number of covenants required by European managers for companies with EBITDA greater than €25m.

September 2022
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Enforcement Regimes

The European markets are subject to
different enforcement regimes with varying
degrees of lender-friendly characteristics.

The US enforcement regime for senior
secured loans is robust; however key
European Private Debt geographies, such

as the UK, Germany, and certain Nordic
countries, offer stronger, or at least as strong,
protections. Although enforcement regimes
are arguably weaker in countries such as Italy
and Spain, there is the ability to structure
around these geographies through security
of assets in alternative jurisdictions or the
ability to enforce outside these countries.

Many European countries have recently
overhauled or upgraded their insolvency
regimes in line with international best
practices. Additionally, the EU has recently
commissioned a report' benchmarking
enforcement regimes across the continent

to assess the efficiency of the legal
framework in member states, thereby finding
possible issues to improve. This continued
modernisation of European countries’
administrative and judicial systems will, in
our view, likely result in further improved
prospects for European lenders to work
through enforcements in the future.

The UK, France and Germany account for over 70% of European Private Debt?*°

HUK ®France mGermany M OtherEuropean

19. Source: European Banking Authority, “Report on the benchmarking of national loan enforcement frameworks”

(November 2020)
20. Source: Deloitte, “Alternative Lender Deal Tracker” (Spring 2022).
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Current macroeconomic environments
in Europe and the US

1. An era of stability and accommodative policy has come to an end

Since the GFC and prior to the onset The effect of near-zero interest rates across

of Covid-19, both the European and US the developed world allowed some borrowers

economies were stable and growing, with to paper over cracks in their business models.

average growth rates in the US of 2.1% and

1.3% in the EU between 2010 and 2021.7 We expect the current rising rate
environment to expose these issues, causing

This environment facilitated investment as issues for borrowers and unprepared lenders.

decision makers had sufficient certainty
of future stability - the value of M&A
transactions grew at a 9%%? CAGR in both
the US and Europe.

Annual change in GDP, 2005-2021*

10.0
8.0
6.0
4.0
2.0

(2.0)
(4.0)
(6.0)
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Germany
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21. Source: World Bank, “World Bank Open Data” (2022).
22. Source: Pitchbook, “Global M&A Report” (Q2 2022).
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Volatility is back - successive shocks have impacted global growth prospects*
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The Covid-19 pandemic brought the era of
stability to a halt, and the unprecedented
global pandemic required similarly novel
policy responses. Across the US and Europe,
a range of emergency monetary and fiscal
policies were enacted.

Where there were signs of US monetary
policy returning to normal pre-Covid with
rates rising above near-zero, this was quickly
reversed with the Federal Funds Rate falling
back to zero, and a variety of facilities being
put in place to support various sectors of the
economy. Fed support was in parts open-
ended - the FOMC stated on March 23rd
2020 that it:

“..will continue to purchase Treasury
securities and agency mortgage-backed
securities in the amounts needed to
support smooth market functioning and
effective transmission of monetary policy
to broader financial conditions”.?*

.

23.

—— VIX Index (LHS)

US Fiscal policy was similarly stark, with
trillions of dollar worth of support coming
from the successive Trump and Biden
administrations.

The European response was equally robust,
albeit starting from a main policy rate of
zero at the beginning of the pandemic.

As with the Fed, the ECB increased and
extended existing monetary operations,

as well as providing new facilities and
programmes to relieve certain sectors and
markets. Since the initial shock, a total of
over €2.3tn has been provided to support the
EU’s recovery from the pandemic.?®

Ultimately, the biggest catalyst for recovery
was the widespread availability of vaccines,
which allowed life to largely return to normal.
Through a combination of pent-up demand
post-Covid and a hangover from highly
accommodative policy, the US and European
equity markets grew by 100% and 70%,?>

ICEBAML MOVE Index 2017 latest, VIX index 2017 latest, sourced Bloomberg August 2022 2. S&P Capital IQ

LCD Global Market Intelligence as of August 2022. New Issue Yield to Maturity Senior Secured Bonds; USD:EUR

1.00 as per Bloomberg 7th September 2022.
24.

monetary20200323a.htm

25. https://www.consilium.europa.eu/en/policies/coronavirus/covid-19-economy/

FOMC Press release, 23/03/2022 https://www.federalreserve.gov/newsevents/pressreleases/
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respectively, from the March 2020 trough to
the peak in late 2021.

A gradual but unsteady recovery over

2021 has given way to a more challenging
outlook, with a number of closely interlinked
issues around the globe:

Energy and raw material price increases
with European gas prices eight times
higher in September 2022 than is usual
for this time of year, driven in large part
by the ongoing war in Ukraine;

Supply chain disruption as China
continues to pursue a zero-Covid policy;

Central Bank policy normalisation?”

Historical and forecast interest rates

General labour shortages across
developed economies due to people
dropping out of the workforce;

Inflationary pressure for consumer and
businesses as a result of the above
factors;

Rising interest rates as central banks seek
to address inflationary pressures, which in
turn impacts debt-laden consumers

and businesses.

3.75%
3.00%
1.50%
-0.40% -0.50% -0.50% -0.50%
2018 2019 2020 2021 Sep-22 2022F 2023F 2024F
—US Eurozone

27. Source: World Bank, “World Bank Open Data” (2022).
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Rising global inflationary pressure in the near term?®

Historical and forecast interest rates

9.1%

2018 2019 2020 2021 Current 2022F 2023F 2024F
(August 2022)
Eurozone us

Taking the above factors together, we
believe that Europe will likely be more
affected than the US by these ongoing
difficulties due to its high dependency on
Russian natural gas, the supply of which is
now being used as a proxy in Russia’s war
against Ukraine. US gas prices have been far
more stable than those in Europe.

As at mid-September, the European
Commission is looking to propose concrete
measures to alleviate the crisis. Markets
have reacted positively, with benchmark
gas futures declining 9.3% to their lowest in

28. Source: World Bank, “World Bank Open Data” (2022).

months when draft proposals were leaked to
the press in mid-September.?’

In addition, measures by national
governments to promote alternative energy
sources, cap gas prices to consumers and
businesses and seek to curb consumption will
likely mitigate many of the effects of very
high energy prices over the medium term.
Even with pan-European measures being
taken at the level of the EU, we believe that
the economic consequences of these factors
will be felt more strongly in Europe.

29. https://www.bloomberg.com/news/articles/2022-09-12/european-gas-declines-as-bloc-plans-details-on-

intervention?leadSource=uverify%20wall.
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Natural gas prices in Europe have been more volatile than the US*°
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2. Liquid market volatility provides opportunity for Private Debt

Since the onset of the Ukraine war, the liquid
loan markets have seen a significant decline
in volumes. Institutional issuance fell by 56%
in the YTD period in the US, while Europe,

unsurprisingly given the factors outlined
above, saw a 70% decline.”!

European versus US Primary Loan market issuance®

$1408B
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Aug-21 Sep-21 Oct-21 Nov-21 Dec-21 Jan-22 Feb-22 Mar-22 Apr-22 May-22 Jun-22  Jul-22

mUS mEU

30. Source: Bloomberg. Europe is represented by the Netherlands TTF Natural Gas price and the US is represented
by the Henry Hub Natural Gas price.

31. Source: LCD, YTD refers to year to July 2022.
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M&A volumes, however, remained robust
through this period with the North American
and European volumes growing at 2% and
6%, respectively.®? We believe this creates

a significant opportunity for Private Debt.
While overall deal volumes are likely to

fall, as buyers and sellers adjust to new
valuations, there remains significant M&A

European M&A value ($m)*
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$935 A
$930 ; |
$925 +236£,,
$920
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$905

$900

H1-21 H1-22

We are already seeing the impacts of the
resurgent supply and demand disparity
through increasing opportunities to finance
larger (and therefore generally better)
businesses at improved pricing, lower
leverage multiples, and more favourable
lending terms. Crucially, it is lenders at the

32. Source: Pitchbook Q2-22 Global M&A Report.

transaction volume that cannot be financed
in the bank or liquid markets. Private Debt is
well placed to fill this gap and we believe, as
discussed earlier in this paper, the European
market is characterised by fewer financing
options than the US, which only serves to
improve the Private Debt opportunity.

North America M&A value ($m)3?

$1,240
$1,220
$1,200
$ 1,180 +6%
$1,160 |
$1,140

$1,120

$1,700
H1-21 H1-22

top end of the size range that are able to
take advantage of this dislocation - a small
club of like-minded lenders is now able to
compete with the liquid markets in terms of
size, while providing certainty of execution in
a volatile marketplace.

September 2022



The European Private Debt Opportunity

3. Private Debt providers have shown better discipline than the liquid markets

Critically, Private Debt players have focused will undoubtedly be tested by consumer

on non-cyclical business in sectors such as spending coming under stress. As long as
TMT, Business Services, and Healthcare. this sector focus continues, we believe
This is in contrast with the liquid markets that Private Debt providers will avoid
that have significant exposure to Consumer significant defaults and losses in the
Goods, Leisure and Retail - the sectors that market.

Private Debt investments are more aligned to resilient sectors

Direct Lending: Leveraged Loan Markets:
Deals by sector Dealsbysector s
i ™ Bysiness, Infra &
i Professional Services
i mTMT :
B Financial Services
® Healthcare & Life
B : : Sciences
71°/° 430/0 .............................................................................................. <

: M Consumer Goods

non-cyclical non-cyclical

= Manufacturing
M | eisure
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Transportation
and Logistics
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Summary

In our view, the rise of the Private Debt
industry in Europe since the GFC is
undoubtedly one of asset management’s
greatest success stories this century.

The unique financing environment in Europe
has meant that the Private Debt industry
has been able to displace balance-sheet
constrained banks, and is now selectively
displacing liquid market financings.

Whilst there have been a large number of
new entrants into the market, the leading
market players have remained largely the
same since its inception and can now benefit
from highly attractive investment dynamics.

A heterogeneous regulatory and legal
environment in Europe mean that managers
who can navigate this landscape are able to
achieve premium returns, in contrast to the
commoditised US market. We also believe
that European Private Debt lenders enjoy
greater contractual protections than their
US counterparts.

As we enter a period of increased headwinds
across the global economy, the committed
and locked-up nature of Private Debt capital
means that it is a compelling proposition
versus the liguid markets.

We believe that, particularly in more
volatile environments, European Private
Debt offers a number of uniquely
attractive characteristics when compared
to US Private Debt, so long as managers
continue to invest in robust businesses
that will be capable of withstanding more
difficult macroeconomic circumstances.
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