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Private Debt | Established As Major Financing Channel in Last Two Decades

Syndicated Debt Versus Private Debt

Key differences between broadly syndicated loans and private debt

Syndicated debt Private debt
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Added complexity possible due
to number of lenders; potential
for conflicting incentives
between lender groups

Potentially a more simplified
process due to fewer lenders
in deal; unitranche structure
could eliminate potential for
conflicting lender groups

broadly syndicated loans for single-'B’ credits

- Documentation (private) more lender friendly.

Most deals rated Batiogs Most deals unrated
BB to B- NR
The 2013 Leveraged Lending Not subject to Leveraged Lending

Guidelines; subject to negotiation
between lender and borrower or
private equity sponsor, opening
door for higher leverage levels
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Private Debt | European AUM Almost $500bn Or 29% of Global Private Debt

Global private debt market AUM was $1.7trn (March 2025) and has grown by 13.4% p.a. over last five years

U.S. Debt Market Far More Disintermediated . ...But Growth In Private Debt In Europe Is Now Stronger
mmmm Dry powder (3 mn) mmmm Dry powder (§ mn)
mmm Unrealized value ($ mn) mmm Unrealized value ($ mn)
—N. America private credit/ alternatives (% rhs) —Europe private credit/ alternatives (% rhs)
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Data as of 31/3/2025. Source: Pregin Pro

S&P Global
Ratings




Private Debt | Comes In Many Different Forms

Direct Lending Remains Dominant Private Debt
Strategy In Europe

Fund of funds Venture debt
3% 1%

Mezzanine
10%

Special
situations
1%

Direct lending

Distressed 64%
debt
1%

Data as of 31/3/2025. Source: Pregin Pro
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...... As Well As The Fastest Growing*
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* Bubble size represents relative size of assets under management. Data as of 31/3/2025. Source: Pregin

Pro



Market Evolution | Private Credit Becoming A Much Broader Asset Class

The private credit market is expanding
Previously, it mostly comprised corporate exposures through direct lending. Mow it also
includes sacuritization expasures, fund finance exposures, and real asset exposures,

securitization exposures

Asset Significant amount of innovation in terms of
Asgut- bachked o o . .
hased securities Sarificent. disintermediation, type of assets, structures and
finance e .
investors
- Real assets — private capital required for digitalization,
Corporate exposures infrastructure, defense and decarbonisation
Acquisition - ructured credit — rated mid-marke s arrived in
. Structured credit — rated mid ket CLO’ d
leveraged Refinancing Europe
bauyout
Fund finance Real asset - Fund finance — now an integral part of the private credit
exposures - exposures onang 0 9 .
° g landscape (e.g. NAV facilities, subscription lines)
Reatruecturing e __Eil':'_j?:lcti . . . . “
S S - Retail investment - private debt being opened up to “mass
Subscription nfrastructurs o
it A P affluent” retail investors — ELTIF 2.0s, ETFs?
MNet asset Commercial
value loans real estate
Source: S&P Global Ratings.
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U.S Credit Estimates | SME Borrowers Typically Classified As 'B’ Category
Exposures — Hence Importance Of Protections

S&P Global Ratings Calculated Leverage Ratios U.S. S&P Credit Estimate Default Rates Vs U.S. Speculative-grade
For the top 10 most represented sectors Default Rate
Median Median Median Obligors — Credit Estimate Default Rate (including selective defaults)
Industry 2023 (x) 2024 (x) H12025(x) in2025 (no.) — Credit Estimate Default Rate (excluding selective defaults)
Software 7.98 7.64 8.31 240 0 U.S. Speculative-Grade Default Rate (including selective defaults)
Software (excluding most RR deals™) 7.73 7.40 7.81 193
Health care providers and services 7.25 6.98 745 184 )
Professional Services 5.68 6.16 6.26 48
Commercial Services and Supplies 6.33 6.33 6.49 124 6
Construction and Engineering 5.74 5.81 6.23 84 * “\
IT Services 7.07 6.34 6.30 76 4 N
Diversified Consumer Services 7.29 7.4 7.22 68
Media 6.16 6.17 6.13 60 2
Hotels, Restaurants and Leisure 6.46 6.22 5.91 54
Machinery 5.27 5.48 5.80 49 0
All sectors 6.44 6.43 6.64 1,796 Jul 2017 Jul2018 Jul2019 Jul 2020 Jul 2021 Jul 2022 Jul 2023 Jul 2024

* Middle-market CLO issuance drives the increasing number of credit estimates
* For credit-estimated companies reviewed in H1 2025, median EBITDA was $31 million, and the median-adjusted debt was $218 million
» 77% of U.S. credit estimates were classified at ‘b-" in H1 2025

RR—recurring revenue. Source: S&P Global Ratings
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Go Deeper | S&P Global Ratings’ Thought Leadership

Researc!gl?;m
& Insights -

Credit
Conditions

Emerging
Markets

S&P Global
Ratings

We deliver forward-looking, actionable insights on market-
moving trends and their effects on credit—leveraging our

proprietary data, analytical expertise, and cross-discipline
approach.

spglobal.com/ratings/CreditResearchinsights

Our regional and global Credit Conditions Committees
provide financial market participants around the world with
an essential resource for identifying and understanding
prevailing and potential credit risks.

spglobal.com/ratings/CreditConditions

Emerging markets encompass regions with significantly
diverging fundamentals and a broad range of credit
challenges—from persistent inflation and tightening
financing conditions to sluggish domestic demand and
geopolitical tensions.

spglobal.com/ratings/EmergingMarkets

As investors increasingly allocate capital across the private
debt markets, evolving macro and financial conditions may
necessitate a need for greater transparency.

Private
Markets

spglobal.com/ratings/PrivateMarkets

Our credit market research encompasses ratings
performance indicators (including upgrades and
downgrades, defaults, outlook changes, weakest links,
rising stars, and fallen angels) alongside default and
issuance forecasts and financing conditions coverage.

Credit Market
Research

spalobal.com/ratings/CreditMarketResearch

Looking ahead at 2024 and beyond, we are closely
watching how credit headwinds, capital flows, geopolitical
uncertainty, energy and climate resilience, and crypto,
cyber, and tech disruption transform the global economy
and financial markets over what promises to be yet another
challenging period.

What We're
Watching

spglobal.com/ratings/KeyThemes2024
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