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2018 in retrospective:
How have the capital markets
developed?
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Market Monitor: some signs of volatility...
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2018 Cross Asset Performance: only a few fared well
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Cross Asset Performance . . LTM = 3-month change
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Source: Commerzbank, Bloomberg
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Loan Market Overview: High Grade vs. LBO
Deal flow: flat markets, both in High Grade and LBO
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A closer look: movement in the LBO market and what that may mean
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Corporate Bond Market: the end of Quantitative Easing

Subscription Statistics

Corporate sector purchase program volumes
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Overview: The European bond market

Euro IG Benchmark Supply (in EUR bn) Euro Non-Financials Eligible Supply vs. Redemptions (in EUR bn)
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Schuldschein: The alternative Private Debt market
Annual market volumes Monthly launch amounts in 2018
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Example of International Schuldschein issues
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‘Faurecia

tenen
55231 million

Schuldscheir
€498 million

Bookrunner

December 2018

COMMERZBANK

P MOLGROUP

Schuldscheindarlehen
€130 million

Bookrunner

August 2017

AGRAFERT

Schuldscheindarienen
€185 million

Bookrunner & Paying Agent

December 2078

Huhtamaki

Schuldscheindarichen
€150 million

Bookrunner

April 2017

Bookrunner

July 2018

. =
umicore

Schuldscheindariehen
€330 million

Bookrunner

April 2017

7

GOSHAWK

Schuldscheindarlehen
US$100 million

Bookrunner & Paying Agent

December 2017

A~

ArcelorMittal

Schuldscheindariehen
€300 million

Bookrunner

October 2017
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Debt finance in 2019:
What to keep in mind?
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Debt Finance in 2019: just a couple of known unkown  s...
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Practical Considerations for Corporates
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Be flexible
> Ensure that your finances are flexible

— avoid single lender dependency
— avoid single market and/ or product) dependency
— and avoid single geography dependency, if your business is international

Be prepared

> Flexibility needs preparation
— get permissions in place, get market-conform reporting in place

— know your market, know your product, know the players
— and, if possible, don’t opt for a debut transaction in times of dire need

Adapt
> Chose the right instruments and tenors:
— It's in the mix: varying debt instruments leads to increased optionality
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Investment Grade — Potential financing instruments

Type of funding
Size

Investor type

Tenor (years)

Currency

Interest / Coupon

Redemption

Agency rating
required

Financial covenants
Amendments /

WWENETS

Time frame

Documentation

Term and / or RCF
> EUR 100m

Banks

Up to 5 (multi-tranche possible)

Flexible

Floating; financing costs linked
to financial ratio (margin-grid)

Bullet and amortising; early
redemption at par

No

Yes; typically 1-3 financial
covenants

Possible and common;
“Majority Lenders" concept

8 - 12 weeks

Uniform documentation (LMA
standard) with all banks; equal
treatment of all lenders

Term
EUR 50-500m

Banks, Institutional investors

3/5/7 (multi tranche common)

Mainly EUR; USD and CHF
possible with limited liquidity

Fixed and floating

Bullet; early redemption at par
for floating tranche(s)

No; rating supports maturity
and investor diversification

Limited; similar to bank loan
documents

Limited flexibility; bilateral
negotiations required

8 - 12 weeks

Standard SSD agreement
(German law)

Syndicated loan / Club deal Schuldschein Private Plac  ement

Term

EUR 100-500m

Insurances, Institutional
investors

3/5/7/10/ 15 (multi tranche
common)

Mainly USD, GBP and EUR
possible

Fixed

“Make-whole” clause usually
limits early redemption

Non-public NAIC rating required

Typically 1-3

Limited flexibility; bilateral
negotiations required

6-9 weeks

Individual documentation,
however equal treatment of all
lenders

> Commerzbank AG | Reinhard Haas - Debt Capital Markets Loans | Brussels /23 January 2019

Term
> EUR 200m

Institutional investors

3-10 years

EUR

Fixed

Bullet

Min. 1 public rating; S&P or
Moody’s preferred

None

No changes to terms and
conditions

8 - 12 weeks (if rating process
included, rather at the longer
end)

Standard Investment Grade
Corporate Bond documentation

Corporate bond Corporate bond
(rated) (unrated)

Term
> EUR 200m

Institutional investors

3-5 years

EUR

Fixed

Bullet
None
None
No changes to terms and

conditions

8 - 10 weeks

Investment Grade style
documentation

13
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Sub-Investment Grade — Potential financing instrumen ts

Syndicated loan Corp‘()r;att: dt)’ond High Yield Bond Mezzanine (debt)

Type of funding Term and / or RCF Term Term Term Term
> EUR 100m > EUR 200m > EUR 250m > EUR 100m EUR 30-100m

Banks Institutional investors Institutional investors Institutional investors Specialised funds, family
offices

Tenor (yeal Up to 5 years plus extensions ~ 3-10 years 3-10 years; NC periods depend Up to 7 years Up to 7 years
(multi-tranche possible) @ 12 ()
Flexible EUR EUR EUR, GBP, USD Flexible

Interest / Coupon Floating; financing costs linked  Fixed Fixed Fixed Fixed or floating
to financial ratio (margin-grid)

Redemption Bullet and amortising; early Bullet Bullet Bullet Bullet or amortising
redemption at par

Agency rating No 2 public ratings 2 external ratings 2 external ratings No

required Min. BB+/BB (non-public)

Financial covenants 3 financial covenants; further None Incurrence covenants None, or cove lite Individual negotiations with
limitations on CAPEX, lenders
dividends possible
Amendments / Possible and common; No changes to terms and No changes to terms and Individual negotiations with
Waivers “Majority Lenders* concept conditions conditions lenders
8 - 12 weeks 8 - 12 weeks 8 - 12 weeks 8 - 12 weeks 8 - 12 weeks
Documentation Uniform documentation (LMA Standard Investment Grade Standard HYB documentation ~ Standard TLB documentation Individual documentation

standard) with all banks; equal Corporate Bond documentation
treatment of all lenders
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A happy and safe 2019 to all!

VOLATILITY s COMING
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Disclaimer

This document has been prepared by Commerzbank AG (“Commerzbank”) and is intended for discussion purposes only. Neither this document nor any
other statement (oral or otherwise) made at any time in connection herewith is an offer, invitation or recommendation to enter into any transaction. Potential
counterparties are advised to independently review and/or obtain independent professional advice and draw their own conclusions regarding the economic
benefit and risks of this transaction and legal, regulatory, credit, tax and accounting aspects in relation to their particular circumstances. Distribution of this
document does not oblige Commerzbank to enter into any transaction. Any offer would be made at a later date and subject to contract, satisfactory
documentation and market conditions. Commerzbank may have positions in financial instruments of, credit exposure to, or relationships with, other parties
to the transaction. Commerzbank makes no representations as to any matter or as to the accuracy or completeness of any statements made herein or
made at any time orally or otherwise in connection herewith and all liability (in negligence or otherwise) in respect of any such matters or statements is
expressly excluded, except only in the case of fraud or willful default. In this notice “Commerzbank” means Commerzbank AG, Commerzbank AG, New
York Branch and any of their associated or affiliated companies and directors, representatives and employees. In the US, banking services are provided by
Commerzbank AG, New York Branch and securities related business is provided by Commerz Markets LLC, a US registered broker dealer which is a
member of the Financial Industry Regulatory Authority and the Securities Investor Protection Corporation (“SIPC”). Commerzbank AG, New York Branch is
not a member of SIPC and is not insured by the Federal Deposit Insurance Corporation.

Commerzbank Corporate Clients

Frankfurt

Commerzbank AG

DLZ - Gebé&ude 2
Héndlerhaus

Mainzer Landstrale 153
60327 Frankfurt am Main
Federal Republic of Germany

Tel: + 49 69 136 21200

London

Commerzbank AG
London Branch

30 Gresham Street
London

EC2V 7PG

United Kingdom

Tel: + 44 20 7623 8000

Zurich

Commerzbank AG
Zweigniederlassung Zirich

Utoquai 55
Zurich
CH-8034
Switzerland

Tel: +41 44 563 69 00

New York

Commerzbank AG
New York Branch

225 Liberty Street, 32" Floor
New York, NY

10281 - 1050

United States of America

Tel: + 1212 703 4000

Singapore
Commerzbank AG
Singapore Branch

71 Robinson Road, #12-01
Singapore 068895

Tel: + 65 6311 0000

Hong Kong

Commerzbank AG
Hong Kong Branch

15th Floor, Lee Garden One
33 Hysan Avenue
Causeway Bay

Hong Kong

Tel: +852 3988 0988
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