Markets: US vs Europe
INTRODUCTION
When plotted on the same chart, the S&P/LSTA US Leveraged Loan index and the S&P European Leveraged Loan Index (“ELLI”)
seem to track each other’s movements over the peaks and troughs of the credit cycle. However, a closer look at the nuances
of each market reveals a number of fundamental differences between the two. An understanding of these differences is
critical for any investor looking prospectively at the two investment opportunities.

BOND MARKET PARALLELS AND COMPANY SIZE
The considerable differences between US and European High Yield (“HY”) Bond Markets have implications for the respective
Leveraged Loan Markets. The HY Bond and Leveraged Loan markets are considered close substitutes for one another; each
providing capital to more highly levered companies outside of the Investment Grade space. The US HY Bond Market exceeds
Europe in terms of the size, number and variety of institutional investors. As a result, the US HY market is more reliable,
with larger issuers able to borrow throughout the credit cycle. In Europe, the HY Bond Market is less consistent and tends
to “start and stop” with credit cycle peaks and troughs.
Consequently, most upper-mid/large sized US companies can rely on the HY Bond Market for financing and do not
issue debt in the Leveraged Loan Market. It follows that the typical size of issuers that utilise the US Leveraged Loan
Market is lower than in Europe. This has implications on the risk/return profile of the loans: the European market is better
able to serve investors looking to invest in upper-mid/large sized companies.

SUBORDINATED DEBT
The term “Leveraged Loan” refers to debt across the capital structure - both senior and subordinated. Differences in the
terms, mechanics and usage of US and European loans are more pronounced when we compare the subordinated
tranches. US subordinated debt is typically issued for a range of reasons: corporate acquisitions, development capital and
unsponsored transactions. In Europe, subordinated debt is most frequently issued to fund PE sponsored transactions.
With regards to instrument mechanics, US subordinated Loans typically pay a fixed rate, while in Europe these loans pay a
margin above LIBOR/EURIBOR, eliminating interest rate risk.
Furthermore, US subordinated loans generally contain more equity-like features than those found in Europe.
In the US, equity warrants are often included allowing the holder to convert the debt to equity at a set strike price. This is
rare in Europe.
The final structural difference is that subordinated European Leveraged Loans are typically secured against the
underlying company which is not the case in the US. Investors in Europe will benefit from having claim to the company’s
assets in an extreme downside scenario.
Fixed / Floating
Equity component
Security
Transaction type

European Subordinated Debt
Floating above floored EURIBOR / LIBOR
Rare
Secured
Funding of PE sponsored transactions

US Subordinated Debt
Fixed
Common – warrants allow conversion to equity
Unsecured
A wide variety: acquisitions, development capital,
unsponsored transactions

BANKRUPTCY LAWS
Insolvent companies in the US face a very different set of proceedings to similar companies in Europe. Chapter 11
bankruptcy laws allow the court to oversee restructuring proceedings while the firm continues to operate. The steps behind
this process are well established and understood. All parties know the rules and enter proceedings with a dependable
expectation of what the outcome will be.
A comparable European bankruptcy case will be much more complicated given there is no recognised set of
rules and proceedings to follow. Businesses and their debt and equity holders are spread across different regions where
bankruptcy laws vary and there is no set legal framework that guides the restructuring process.
Without no established set of rules in place, a successful outcome for a European company is often reached through
collaboration between all parties involved. It is common for relationships between lenders and PE sponsors to play a part
here. This collaborative spirit is unique in Europe as all parties know it is the only way to reach a favoured outcome.
The result is that European investors tend to benefit from higher recovery rates than in the US.

GEOGRAPHY
The European Leveraged Loan Market is arguably more complex than that of the US. Europe contains a wider variety of
political, economic and cultural institutions with some being more lender friendly than others. Upper-mid/large sized
European businesses with multiple revenue streams tend to operate across multiple countries, with cash flows and supply
chains extending across borders. Firms of a comparable size in the US tend to operate between different states but not
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outside of the US. The largest US companies that operate internationally tend to be served by international corporate
bond markets.
The reasoning above indicates that risk factors associated with political or fiscal shocks are naturally more
diversified within the European market. US Leveraged Loan risk factors include a concentrated exposure to shocks caused
by US government policy.

CONCLUSION
Differences between the US and European Leveraged Loan markets are both pronounced and engrained given the
permanence of factors discussed here. Structural differences between subordinated loans in the two regions are significant
and should not be overlooked. Investors in the European market tend to benefit from: better access to companies in
the upper-mid market; a collaborative approach to the restructuring process that often leads to higher recovery rates;
and natural diversification against geopolitical risk factors.
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Disclaimer
This White Paper (“White Paper”) is being provided by MV Credit Partners LLP (“MVCP”) and MV Credit S.a.r.l. (“AIFM”) together
referred to as MV Credit (“MV Credit”). MVCP is a firm authorised and regulated by the UK Financial Conduct Authority (the
“FCA”) with firm registration number: 67717. MVCP is also an Exempt Reporting Advisor (ERA) with the SEC. For additional
information please see: https://adviserinfo.sec.gov/firm/summary/28825
The AIFM is a Luxembourg private limited liability company, authorized and regulated by the Commission de Surveillance du
Secteur Financier (“CSSF”) with a registered number B 222088. The AIFM has delegated portfolio management to MVCP for the
MV Credit funds it controls. This White paper is being issued on a strictly confidential basis to selected financial institutions
and other parties considering entering into business relationships with MV Credit and may not be reproduced, distributed or
published by any recipient for any purpose without the prior written consent of MV Credit.
•
This White paper is not intended to create any right of a legally binding or enforceable nature between MV Credit and the
recipient in respect of the provision of services or products. This White paper is being made available on a strictly nonreliance, no representations, no warranty and hold harmless basis only and will not be updated. The contents of this White
paper does not constitute professional advice, including but not limited to; legal, tax or investment advice and any recipient
should consult with their own professional advisor before making any decisions relating to this White paper.
•
No liability whatsoever (for negligence or otherwise) is accepted by MV Credit nor any of the MV Credit affiliates for any
loss howsoever arising, directly or indirectly, from any use of this White paper or otherwise arising in connection therewith.
•
By receiving this White paper, you agree that you will, and will cause your respective directors, officers, employees, advisers,
agents and representatives (together “Recipient Affiliates”) to, (i) use such information only to evaluate the various funds
and other products managed by MV Credit (the “Funds”) and for no other purpose whatsoever, and (ii) keep confidential all
information contained herein, and not disclose any information contained herein or derived here from to any person without
the prior written consent of MV Credit (provided that you may disclose this White paper on a strictly confidential basis to
the Recipient Affiliates for the purposes of obtaining advice relating to the Funds). You further agree to promptly return
this White paper, together with any copies thereof (except as may be required for regulatory purposes), to MV Credit upon
request.
•
No regulatory body has reviewed or approved or passed opinion upon this White paper or the merits of any investment
discussed herein.
•
The only intended purpose for this White paper is as a general overview of MV Credit and the strategies employed by them
in relation to the Funds and it does not constitute a part of any fund document; nor is it a sales advertising document or a
solicitation of offer.
•
The past performance of the Funds is not indicative of, nor a guarantee of the Funds’ future results.
•
This White paper also contains investment performance targets, projections and other “forward-looking statements,” which
are based on certain assumptions. Due to various risks and uncertainties, actual events or results or the actual performance
of any investment may differ materially from those reflected or contemplated in such forward-looking statements.
Recipients of this White paper should not rely on these forward-looking statements. Although the MV Credit believes that
the assumptions underlying the investment performance targets and projections herein are reasonable, you should be
aware that future events cannot be predicted with any certainty, forecasts are not reliable indicators of future performance
and there is no guarantee such targets or projections will be achieved.
•
This White paper contains information about the performance of investments previously made by funds advised/managed
by MV Credit. It does not purport to be a comprehensive or accurate view of future performance, targets or projections and
whilst forward looking language may be used, this is only for illustrative purposes and not to be relied upon. Prospective
investors must be aware that all investments in debt funds are speculative and involve substantial risk of loss. Please ask
your professional advisor for advice regarding the specific risks.
•
Any statement as to risks herein is not an exhaustive list.
•
This material has not been audited but is communicated in accordance with Article 14 (Investment Professionals), Article
21 (Certified high net worth individuals) and Article 22 (High net worth companies) of the Financial Services and Markets
Act 2000 (Promotion of Collective Investment Schemes) (Exemptions) Order 2001, or pursuant to the permitted exemptions
made available by the FCA in section 4.12 of its Conduct of Business Sourcebook and is not intended for retail clients (as
defined in the FCA Rules) who should not, and cannot, rely on information here.
•
The distribution of this White paper in other jurisdictions may be restricted by law, and persons into whose possession this
White paper comes should inform themselves about, and observe, any such restrictions
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Additional Notes
This material has been provided for information purposes only to investment service providers or other Professional Clients or Qualified Investors and, when
required by local regulation, only at their written request. This material must not be used with Retail Investors. In the E.U. (outside of the UK and France):
Provided by Natixis Investment Managers S.A. or one of its branch offices listed below. Natixis Investment Managers S.A. is a Luxembourg management
company that is authorized by the Commission de Surveillance du Secteur Financier and is incorporated under Luxembourg laws and registered under n. B
115843. Registered office of Natixis Investment Managers S.A.: 2, rue Jean Monnet, L-2180 Luxembourg, Grand Duchy of Luxembourg. Italy: Natixis Investment
Managers S.A., Succursale Italiana (Bank of Italy Register of Italian Asset Management Companies no 23458.3). Registered office: Via San Clemente 1, 20122
Milan, Italy. Germany: Natixis Investment Managers S.A., Zweigniederlassung Deutschland (Registration number: HRB 88541). Registered office: Im Trutz
Frankfurt 55, Westend Carrée, 7. Floor, Frankfurt am Main 60322, Germany. Netherlands: Natixis Investment Managers, Nederlands (Registration number
50774670). Registered office: Stadsplateau 7, 3521AZ Utrecht, the Netherlands. Sweden: Natixis Investment Managers, Nordics Filial (Registration number
516405-9601 - Swedish Companies Registration Office). Registered office: Kungsgatan 48 5tr, Stockholm 111 35, Sweden. Spain: Natixis Investment Managers,
Sucursal en España, Serrano n°90, 6th Floor, 28006 Madrid, Spain. Belgium: Natixis Investment Managers S.A., Belgian Branch, Gare Maritime, Rue Picard 7,
Bte 100, 1000 Bruxelles, Belgium. ● In France: Provided by Natixis Investment Managers International – a portfolio management company authorized by the
Autorité des Marchés Financiers (French Financial Markets Authority - AMF) under no. GP 90-009, and a public limited company (société anonyme) registered in
the Paris Trade and Companies Register under no. 329 450 738. Registered office: 43 avenue Pierre Mendès France, 75013 Paris. ● In Switzerland: Provided by
Natixis Investment Managers, Switzerland Sàrl, Rue du Vieux Collège 10, 1204 Geneva, Switzerland or its representative office in Zurich, Schweizergasse 6, 8001
Zürich. ● In the British Isles: Provided by Natixis Investment Managers UK Limited which is authorised and regulated by the UK Financial Conduct Authority
(register no. 190258) - registered office: Natixis Investment Managers UK Limited, One Carter Lane, London, EC4V 5ER. When permitted, the distribution of this
material is intended to be made to persons as described as follows: in the United Kingdom: this material is intended to be communicated to and/or directed at
investment professionals and professional investors only; in Ireland: this material is intended to be communicated to and/or directed at professional investors only;
in Guernsey: this material is intended to be communicated to and/or directed at only financial services providers which hold a license from the Guernsey Financial
Services Commission; in Jersey: this material is intended to be communicated to and/or directed at professional investors only; in the Isle of Man: this material is
intended to be communicated to and/or directed at only financial services providers which hold a license from the Isle of Man Financial Services Authority or
insurers authorised under section 8 of the Insurance Act 2008. ● In the DIFC: Provided in and from the DIFC financial district by Natixis Investment Managers
Middle East (DIFC Branch) which is regulated by the DFSA. Related financial products or services are only available to persons who have sufficient financial
experience and understanding to participate in financial markets within the DIFC, and qualify as Professional Clients or Market Counterparties as defined by the
DFSA. No other Person should act upon this material. Registered office: Unit L10-02, Level 10 ,ICD Brookfield Place, DIFC, PO Box 506752, Dubai, United Arab
Emirates. ● In Taiwan: Provided by Natixis Investment Managers Securities Investment Consulting (Taipei) Co., Ltd., a Securities Investment Consulting
Enterprise regulated by the Financial Supervisory Commission of the R.O.C. Registered address: 34F., No. 68, Sec. 5, Zhongxiao East Road, Xinyi Dist., Taipei
City 11065, Taiwan (R.O.C.), license number 2020 FSC SICE No. 025, Tel. +886 2 8789 2788. ● In Singapore: Provided by Natixis Investment Managers
Singapore Limited (company registration no. 199801044D) to distributors and institutional investors only. ● In Hong Kong: Provided by Natixis Investment
Managers Hong Kong Limited to institutional/ corporate professional investors only. ● In Australia: Provided by Natixis Investment Managers Australia Pty Limited
(ABN 60 088 786 289) (AFSL No. 246830) and is intended for the general information of financial advisers and wholesale clients only. ● In New Zealand: This
document is intended for the general information of New Zealand wholesale investors only. This is not a regulated offer for the purposes of the Financial Markets
Conduct Act 2013 (FMCA) and is only available to New Zealand investors who have certified that they meet the requirements in the FMCA for wholesale
investors. Natixis Investment Managers Australia Pty Limited is not a registered financial service provider in New Zealand. ● In Latin America: Provided by Natixis
Investment Managers S.A. ● In Chile: Esta oferta privada se inicia el día de la fecha de la presente comunicación. La presente oferta se acoge a la Norma de
Carácter General N° 336 de la Superintendencia de Valores y Seguros de Chile. La presente oferta versa sobre valores no inscritos en el Registro de Valores o
en el Registro de Valores Extranjeros que lleva la Superintendencia de Valores y Seguros, por lo que los valores sobre los cuales ésta versa, no están sujetos a
su fiscalización. Que por tratarse de valores no inscritos, no existe la obligación por parte del emisor de entregar en Chile información pública respecto de estos
valores. Estos valores no podrán ser objeto de oferta pública mientras no sean inscritos en el Registro de Valores correspondiente. ● In Colombia: Provided by
Natixis Investment Managers S.A. Oficina de Representación (Colombia) to professional clients for informational purposes only as permitted under Decree 2555 of
2010. Any products, services or investments referred to herein are rendered exclusively outside of Colombia. This material does not constitute a public offering in
Colombia and is addressed to less than 100 specifically identified investors. ● In Mexico: Provided by Natixis IM Mexico, S. de R.L. de C.V., which is not a
regulated financial entity, securities intermediary, or an investment manager in terms of the Mexican Securities Market Law (Ley del Mercado de Valores) and is
not registered with the Comisión Nacional Bancaria y de Valores (CNBV) or any other Mexican authority. Any products, services or investments referred to herein
that require authorization or license are rendered exclusively outside of Mexico. While shares of certain ETFs may be listed in the Sistema Internacional de
Cotizaciones (SIC), such listing does not represent a public offering of securities in Mexico, and therefore the accuracy of this information has not been confirmed
by the CNBV. Natixis Investment Managers is an entity organized under the laws of France and is not authorized by or registered with the CNBV or any other
Mexican authority. Any reference contained herein to “Investment Managers” is made to Natixis Investment Managers and/or any of its investment management
subsidiaries, which are also not authorized by or registered with the CNBV or any other Mexican authority. ● In Uruguay: Provided by Natixis Investment
Managers Uruguay S.A., a duly registered investment advisor, authorised and supervised by the Central Bank of Uruguay. Office: San Lucar 1491, Montevideo,
Uruguay, CP 11500. The sale or offer of any units of a fund qualifies as a private placement pursuant to section 2 of Uruguayan law 18,627. ● The above
referenced entities are business development units of Natixis Investment Managers the holding company of a diverse line-up of specialised investment
management and distribution entities worldwide. The investment management subsidiaries of Natixis Investment Managers conduct any regulated activities only
in and from the jurisdictions in which they are licensed or authorised. Their services and the products they manage are not available to all investors in all
jurisdictions. It is the responsibility of each investment service provider to ensure that the offering or sale of fund shares or third party investment services to its
clients complies with the relevant national law.
The provision of this material and/or reference to specific securities, sectors, or markets within this material does not constitute investment advice, or a
recommendation or an offer to buy or to sell any security, or an offer of any regulated financial activity. Investors should consider the investment objectives, risks
and expenses of any investment carefully before investing. The analyses, opinions, and certain of the investment themes and processes referenced herein
represent the views of the portfolio manager(s) as of the date indicated. These, as well as the portfolio holdings and characteristics shown, are subject to change.
There can be no assurance that developments will transpire as may be forecasted in this material. The analyses and opinions expressed by external third parties
are independent and does not necessarily reflect those of Natixis Investment Managers. Although Natixis Investment Managers believes the information provided
in this material to be reliable, including that from third party sources, it does not guarantee the accuracy, adequacy, or completeness of such information. May not
be redistributed, published, or reproduced, in whole or in part. Amounts shown are expressed in USD unless otherwise indicated.

