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Empirical findings

“Bank” vs “public” 
debt (approx. loans vs 

bonds)

‘Collaterability’ rather 
than actual grants of 

security

a) Unsecured creditors’ 
claims more likely be 

violated in bankruptcy 

proceedings (Weiss 
1990)

Security

Debt 

instruments

Topic Focus in literature Theoretical backdrop

a) Equilibrium modeling: marginal 
cost of debt as a function of 

leverage shifts down as 

collateral increases (Binsbergen, 
Graham, and Yang 2010)

b) Agency theory: collateral 
reduce agency costs (Rajan and 

Zingales 1995)

Use of subordinated 
debt in bank context

a) Subordinated debt 
associated with lower 

risk of financial distress 

(Ashcraft 2008)

b) Hedging activity 

increases in proportion 
of sub-debt (Belkhir

2013)

c) More risky firms more 
likely to use sub-debt 

(Rauh and Sufi 2010)

Seniority

a) Agency/moral hazards: sub-debt 
holders incentivized to monitor 

managers/owners, fostering 

“market discipline (Chen et al 
2004; Stanton 1998)

b) Clientele effects/market 
imperfections: limits to the 

availability of senior debt drives 

use of sub-debt to increase 
leverage

Covenant count and 
restrictiveness in both 

corporate and PE-

context (but no direct 
relation to aggregate 

leverage, buyout 
pricing or fund returns)

a) Ex ante uncertainty 
associated with stronger 

covenants (Demerjian

2017)

b) Covenants reduce 

overinvestment 
problems (Chava and 

Roberts 2008)

c) Covenant strength is 
increasing in leverage 

(Billett et al. 2007

Covenants

a) Contracting literature & 
information asymmetries: 

covenants lessen the need for 

extensive information gathering 
and processing pre-contracting 

(Smith and Warner 1979; 
Achleitner 2011)

b) ‘Agency Thery of Covenants’: 

covenants rein in agency 
problems between debt and 

equityholders at high levels of 
debt (Bradley and Roberts 

2004)

a) Agency/collective action: 
concentrated (banks) better 

incentivized to monitor and take 

action (Diamond, 1991; Rajan, 
1992)

b) Market imperfections: access to 
public markets moderate 

“preferability” considerations

a) More concentrated 
syndicates when agency 

problems are severe 

(Sufi 2007)

b) Hedging activity 

increasing in bank 
financing (Lookman

2009)

Other sources

Cerqueiro et al., 
2016

Zhang et al., 2014

Evanoff et al., 2011

Gilje, 2016

Rauh and Sufi, 2010

Park, 2000

Bolton and Freixas, 

2000

Faulklander and 
Petersen, 2006

Capital structure literature

In context: PE-backed LBOs

Modigliani and Miller (1958)

a) Proposition 1: The weighted average cost of capital is independent from capital structure

b) Proposition 2: The cost of equity is increasing in the relative proportion of debt financing owing to the increased financial risk 

leverage brings

a) Modigliani and Miller (1963): On 
an after-tax basis, the weighted 

average cost of capital is 

decreasing in leverage

b) Miller (1977): Personal taxes may 

neutralize the advantage of debt

a) Knauer et al. (2014): Estimate that 
20% of buyout Enterprise Value 

(EV) is accounted for by the tax 

shield

1960s: The impact of 
corporate taxes

(1970s: the impact of 

personal taxes)

Late 1950s: 
Modigliani-Miller 

capital irrelevance

Stream of literature Theoretical work Empirical work

a) Sametz (1964): Reports largely 
unchanged debt-equity ratios in 

the post-war period despite large 

increases in corporate tax rates

Direct cost of financial distress
a) Stiglitz (1969): A positive 

probability of bankruptcy does 

not change MM propositions 
under perfect capital markets

Indirect cost of financial distress
a) Berk and DeMarzo (2017): The 

occurrence of, by virtue of the 

non-zero probability expectation 
of bankruptcy, upfront cost or 

loss of revenue occur

a) Andrade and Kaplan (1998): 
Estimate financial distress costs to be 

10-20% of firm value for highly 

leveraged firms that enter financial 
distress.

1970s: Financial 
distress

a) Baxter (1967): Estimates that 
20% of firm value is lost towards 

direct cost of financial distress

b) Warner (1977): Finds that the the 
total cost of bankruptcy amounted 

to around 5% of pre-filing firm 
value

Trade-off theory
a) Myers (2001): Capital structure is 

chosen to trade off tax benefits 

with the costs of financial distress 
so that firms lever up until the 

point where the marginal cost of 
financial distress equals the 

marginal tax advantage

Pecking-order theory
a) Majluf (1984): Preferred order in 

which they want to raise capital 
due to information asymmetries 

between investors and managers

a) Axelson et al. (2013): Cross sectional 
variation does not explain variation 

in leverage as predicted by the trade-

off theory

1980s-: ”Optimal” 
capital structure 

theories

a) Fama and French (2002): tests 
trade-off and pecking-order 

predictions

1. Supports both theories: Higher 
profitability and fewer 

investments à higher 
dividends

2. Supports pecking-order but 

contradicts trade-off: Higher 
profitability à less leverage

3. Supports trade-off but not 
pecking-order: More 

investments à less leverage

H2a: Agency problems of aggressive debt structure H2b: Clientele effects of aggressive debt structure

2b2a

Rationale: More aggressive debt structures produce higher agency 

costs à lower leverage

Rationale: More aggressive debt structures provide benefits via 

clientele effects à higher leverage

Aggressiveness of debt structure

L
ev

er
ag

e

Aggressiveness of debt structure

L
ev

er
ag

e

Supply of debt

Supply of debt

H2a: Agency problems of aggressive debt structure H2b: Clientele effects of aggressive debt structure

2b2a

Variation in demand for leverage (target assumed constant across debt 
structure aggressiveness) traces out negative leverage-aggressiveness 

supply relationship

Variation in demand for leverage (target assumed constant across debt 
structure aggressiveness) traces out positive leverage-aggressiveness 

supply relationship

Aggressiveness of debt structure

L
ev

er
ag

e

Aggressiveness of debt structure

L
ev

er
ag

e

Supply of debt

Supply of debt

Demand for debt (1)

Demand for debt (2)

Demand for debt (3)

L1

L2

L3

x1 x2 x3

L1

L2

L3

x3 x2 x1

Demand for debt (1)

Demand for debt (2)

Demand for debt (3)

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12)

Unsecured Unsecured Lower liens
2

Lower liens
2

Subordinated Subordinated Covlite Covlite Floor Floor Syndicated Syndicated

Target specific

Target rating
1

-0.092*** -0.109*** -0.158*** -0.145*** -0.060*** -0.096*** -0.095*** -0.024* -0.109*** -0.032** -0.018** -0.036***

(0.015) (0.018) (0.02) (0.022) (0.018) (0.018) (0.017) (0.013) (0.019) (0.014) (0.008) (0.009)

Target revenue (log) 0.142*** 0.144*** 0.114*** 0.105*** 0.017 0.044*** 0.110*** 0.078*** 0.083*** 0.046*** 0.028*** 0.028***

(0.013) (0.014) (0.014) (0.015) (0.014) (0.012) (0.013) (0.011) (0.013) (0.01) (0.007) (0.007)

EBITDA margin (log) 0.157*** 0.161*** 0.086*** 0.096*** 0.029 0.057*** 0.084*** 0.062*** 0.078*** 0.046*** 0.020* 0.022**

(0.021) (0.021) (0.023) (0.024) (0.023) (0.019) (0.024) (0.019) (0.025) (0.017) (0.011) (0.011)

Credit and valuation conditions

Local HY spread
3

 (assetswapspread)0.0002** 0.0005* -0.0003*** 0.001*** -0.0002 0.001*** -0.0002** 0.0002 0.0005*** 0.001*** -0.0001 0.0001

(0.0001) (0.0003) (0.0001) (0.0003) (0.0001) (0.0002) (0.0001) (0.0002) (0.0001) (0.0002) (0.0001) (0.0001)

Fed tightening index -0.004* -0.004* 0.0001 -0.006*** -0.001 -0.003***

(0.002) (0.002) (0.002) (0.002) (0.002) (0.001)

Public market valuation (sp_ev_ebitda) -0.06 0.008 0.022 -0.033 0.062 0.014

(0.047) (0.053) (0.038) (0.04) (0.038) (0.022)

Macro economic variables

UST 10y yield 0.098** 0.098* 0.084** -0.013 -0.032 -0.027

(0.05) (0.056) (0.041) (0.04) (0.039) (0.029)

USD 3m Libor 0.021 0.022 0.079* 0.03 0.032 0.019

(0.04) (0.049) (0.043) (0.027) (0.029) (0.015)

Local inflation
3

0.002 -0.017 -0.008 -0.049** -0.025 -0.002

(0.028) (0.029) (0.024) (0.021) (0.019) (0.011)

Local GDP growth
3

-0.005 0.043** -0.016 -0.02 0.042*** 0.018**

(0.019) (0.019) (0.017) (0.015) (0.013) (0.008)

Constant 0.345** -0.009 1.510*** -0.29 0.783*** -0.402 0.580*** 0.2 0.690*** -1.220** 0.989*** 1.115***

(0.135) (0.693) (0.177) (0.895) (0.156) (0.631) (0.152) (0.581) (0.164) (0.594) (0.06) (0.334)

Fixed effects

Country fixed effects No Yes No Yes No Yes No Yes No Yes No Yes

Industry fixed effects No Yes No Yes No Yes No Yes No Yes No Yes

Year fixed effects No Yes No Yes No Yes No Yes No Yes No Yes

Observations 972 972 972 972 972 972 972 972 972 972 972 972

R
2

0.121 0.225 0.112 0.258 0.017 0.429 0.084 0.466 0.063 0.629 0.023 0.179

Adjusted R
2

0.118 0.157 0.108 0.193 0.013 0.379 0.08 0.42 0.059 0.597 0.019 0.107

* p<0.1; ** p<0.05; *** p<0.01

Note: heteroskedasticity robust standard errors (1) a higher rating means higher credit quality (2) Lower liens means second and 

lower lien loans (3) We use Eurozone HY spread/inflation/GDP growth rates for targets based in Western Europe and US HY 

Tabel 3 Panel A: Debt characteristic dummy OLS regression

Dependent variable: Debt characteristic dummy - OLS specification

(1) (2) (3) (4) (4)

Distressed Distressed Distressed Distressed Distressed

Leverage variables

Log D/EBITDA -0.104 -0.118

(0.115) (0.126)

D/EBITDA 0.043 0.062

(0.065) (0.07)

(D/EBITDA)^2 -0.003 -0.005

(0.003) (0.004)

D/EBITDA Quartile 2 0.049

(0.18)

D/EBITDA Quartile 3 0.051

(0.185)

D/EBITDA Quartile 4 -0.15

(0.196)

Target specific

Target rating
1

0.02 -0.047 0.037 -0.029 -0.037

(0.071) (0.079) (0.072) (0.08) (0.08)

Target revenue (log) -0.022 -0.031 -0.036 -0.052 -0.029

(0.064) (0.068) (0.065) (0.069) (0.067)

EBITDA margin (log) 0.057 0.057 0.027 0.018 0.053

(0.102) (0.111) (0.106) (0.115) (0.111)

PE-characteristics

PE experience (years) -0.008 -0.002 -0.008 -0.002 -0.002

(0.006) (0.006) (0.006) (0.006) (0.006)

PE experience (log fund size USD) 0.062 0.156** 0.061 0.159** 0.153**

(0.07) (0.075) (0.07) (0.075) (0.074)

Credit and valuation conditions

Local HY spread
2
 (assetswapspread) 0.001 0.0005 0.0005

(0.001) (0.001) (0.001)

Fed tightening index -0.004 -0.003 -0.004

(0.005) (0.005) (0.005)

Macro economic variables

UST 10y yield 0.271** 0.279** 0.286***

(0.11) (0.11) (0.11)

USD 3m Libor 0.061 0.057 0.057

(0.071) (0.072) (0.071)

Local GDP growth
2

0.091 0.099 0.097

(0.065) (0.065) (0.065)

Constant -1.466* -3.320*** -1.829** -3.774*** -3.633***

(0.802) (0.972) (0.827) (1.001) (0.953)

Fixed effects

Country fixed effects No No No No No

Industry fixed effects No No No No No

Year fixed effects No No No No No

Observations 931 931 931 931 931

*p<0.1; **p<0.05; ***p<0.01

Tabel 5 panel B: Determinants of distressed exit

Dependent variable: Fund returns

Note: heteroskedasticity robust standard errors (1) a higher rating means higher credit quality (2) We use Eurozone HY spread/inflation/GDP growth rates for targets based in Western Europe and US HY spread/inflation/GDP growth rates for targets based in North America or other regions

Tabel 2 Panel B: Leverage's impact on fund returns

(1) (2) (3) (4) (5)

Fund IRR Fund IRR Fund IRR Fund IRR Fund IRR

Leverage variables

Log D/EBITDA 0.004 0.021**

(0.007) (0.009)

D/EBITDA 0.0005 0.003

(0.004) (0.004)

(D/EBITDA)^2 -0.00001 0.00002

(0.0002) (0.0002)

D/EBITDA Quartile 1 -0.003

(0.013)

D/EBITDA Quartile 2 -0.003

(0.011)

D/EBITDA Quartile 3 0.013

(0.011)

Pricing variables

EV/EBITDA entry multiple -0.021 -0.025* -0.005

(0.013) (0.013) (0.012)

Target specific

Target rating
1

-0.011** -0.005 -0.011** -0.006 -0.003

(0.005) (0.005) (0.005) (0.005) (0.005)

Target revenue (log) 0.008** 0.007* 0.008** 0.007* 0.002

(0.004) (0.004) (0.004) (0.004) (0.004)

EBITDA margin (log) 0.002 0.0003 0.002 0.002 -0.004

(0.007) (0.007) (0.007) (0.007) (0.006)

Deal and PE-characteristics

P2P (dummy) -0.012 -0.005 -0.012 -0.006 0.003

(0.009) (0.009) (0.009) (0.009) (0.009)

SBO (dummy) -0.009 -0.005 -0.009 -0.005 -0.001

(0.01) (0.01) (0.01) (0.01) (0.01)

PE experience (years) 0.001*** 0.001** 0.001*** 0.001** 0.001**

(0.0004) (0.0004) (0.0004) (0.0003) (0.0003)

PE experience (fund number) -0.001 -0.0005 -0.001 -0.0004 -0.001

(0.001) (0.001) (0.001) (0.001) (0.001)

PE experience (log fund size USD) -0.018*** -0.017*** -0.018*** -0.016*** -0.010**

(0.005) (0.005) (0.005) (0.005) (0.005)

Credit and valuation conditions

Local HY spread
2
 (assetswapspread) 0.00005 0.00004 0.0001**

(0.00004) (0.00004) (0.0001)

Fed tightening index -0.0004 -0.0004 -0.001

(0.0002) (0.0002) (0.001)

Public market valuation (sp_ev_ebitda) -0.033*** 0.006 -0.033*** 0.007 0.04

(0.012) (0.014) (0.012) (0.014) (0.037)

Macro economic variables

UST 10y yield 0.01 0.01 0.008

(0.007) (0.007) (0.012)

USD 3m Libor -0.012*** -0.012*** -0.005

(0.004) (0.004) (0.012)

Local inflation
2

-0.002 -0.002 0.002

(0.004) (0.004) (0.006)

Local GDP growth
2

-0.007** -0.007** -0.013***

(0.003) (0.003) (0.004)

Constant 0.369*** 0.314*** 0.374*** 0.355*** 0.216*

(0.078) (0.085) (0.08) (0.089) (0.125)

Fixed effects

Country fixed effects Yes Yes Yes Yes Yes

Industry fixed effects Yes Yes Yes Yes Yes

Year fixed effects No No No No Yes

Observations 667 667 667 667 667

R
2

0.14 0.202 0.139 0.203 0.277

Adjusted R
2

0.065 0.123 0.063 0.123 0.176

* p<0.1; ** p<0.05; *** p<0.01

Note: heteroskedasticity robust standard errors (1) a higher rating means higher credit quality (2) We use Eurozone HY 

spread/inflation/GDP growth rates for targets based in Western Europe and US HY spread/inflation/GDP growth rates for 

Dependent variable: Fund returns

Sampling overview

Buyout sample

n = 3,055

Primary source: MergerMarket

Criteria:

ü Acquirer type: “Investment firm”

ü Acquisition type: Buyout

ü Announcement: Dec 1997 – Jan 2019

ü Target location: North America or 

Europe

ü Financial data available: EV, EBITDA, 

revenue

Debt package sample

n = [249,633]

Primary source: LPC/DealScan

Criteria:

ü Deal purpose: LBO, SBO, MBO

ü No other restrictions put on data 

extract – main criteria for inclusion in 

final sample was the existence of 

corresponding buyout transaction in 

our Buyout sample 

Final sample sample

n = 972

Notes:

ü Final sample determined at the 

intersection of the buyout and debt 

package sample

ü Caveat: All 3,055 buyout transaction 

was checked in LCD and in some cases 

debt data was obtained on deals not in 

LPC/DealScan allowing its inclusion
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Econometric method

Measurement of dependent variable OLS Probit

Binary

Debt structure element (instrument/characteristic) present in 

financing package
P P

Fractional 

Proportion of financing package financed by instrument/carrying 

characteristic
P O
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Senior Bank Club Distributed CovLite TLB Senior Secured notes

Leverage 4.0x 5.0x 5.5x

Structure

Indicative Terms TLA TLB RCF TLB 2nd lien RCF Secured Notes
Unsecured 

Notes
SSRCF

Maturity 6 years 7 years 6 years 7 years 8 years 6 years 5 years 5 years 4 years

Indicative pricing (IBOR+) +350 bps +400 bps +350 bps +425 bps +700 bps +350 bps +600 bps +800 bps +400 bps

OID - - - 99.5 99 - 100 100 -

Floor 0% 0% 0% 0% 0% 0% 0% 0% 0%

Non-call provision - - - Soft call 6m @ 101 - - Non-call 2 years Non-call 2 years -

Ranking Senior secured Senior secured Senior secured
Senior secured 

first lien

Senior secured 

second lien

Senior secured first 

lien
Senior secured Senior unsecured Super senior

Rating assumption Unrated TLB: B / B2 / B Senior secured note; B / B2 / B

Covenant Leverage and ICR with headroom to be agreed Standard international covenant lite incurrence based
Standard international HY bond package incl. incurrence 

covenants

Min. equity
RCF and Term Loans to benefit, among others,  from first 

ranking security over material assets and share pledges

RCF and Term Loans to benefit, among others,  from first 

ranking security over material assets and share pledges

SSRCF and Sec. Notes to benefit from first ranking security 

over material assets and share pledges

TLB

TLA

TLB

2nd lien

SSN

Unsec notes

80%

20%

3.2x

0.8x

80%

20%

4.0x

1.0x

~82%

~18%

4.5x

1.0x

1 2 3

Aggressive debt structures



 









 



 

 

Year

Target 

country

Target 

sector

Target 

rating

Target revenue 

(USDm)

Target 

EBITDA

EBITDA 

margin Target EV Debt/EV

Debt/

EBITDA

EV/

EBITDA

Entry 

deal type

Exit 

type

Fund 

IRR

Fund 

Size

PE 

experience

Fund 

No

TLA 

(proportion)

TLB 

(proportion)

TLO 

(proportion)

Mezzanine 

(proportion)

Bond 

(proportion)

Unsecured 

(porportion)

Senior 

(proportion)

Subordinated 

(proportion)

Lower lien 

(proportion)

CovLite 

(proportion)

Syndicated 

(proportion)

HY spread 

(bp)

SP 500 

EV/EBITDA Fed TI

Inflation 

(%)

GDP 

growth (%)

UST 10-

year (%)

USD Libor 

(%)

2013 USA Computer software 9 2'172 769 35% 6'535 84.1% 7.2x 8.5x P2P SBO NA 601 29 6 0.0% 70.5% 0.0% 0.0% 29.5% 29.5% 100.0% 0.0% 29.5% 70.5% 100.0% 416 9.9x -18.1 1.4 1.3 2.1282 0.27525

2013 Germany Chemicals and materials8 170 92 54% 739 57.8% 4.6x 8.1x Buyout SBO 14.9% 5'280 37 9 0.0% 80.1% 19.9% 0.0% 0.0% 0.0% 100.0% 0.0% 19.9% 100.0% 100.0% 384 9.8x -18.1 1.2 -0.4 1.6717 0.2731

2013 USA TelecommunicationsNA 80 16 20% 235 55.2% 8.0x 14.4x P2P TS 17.0% 1'800 8 3 0.0% 71.2% 28.8% 0.0% 0.0% 0.0% 100.0% 0.0% 28.8% 0.0% 100.0% 413 9.8x -18.1 1.1 1.3 1.6717 0.2731

2013 Germany Computer software 9 934 399 43% 4'055 70.1% 7.1x 10.3x Buyout TS 20.5% 14'156 32 5 0.0% 59.8% 0.0% 0.0% 40.2% 24.1% 75.9% 24.1% 40.2% 0.0% 100.0% 384 9.8x -18.1 1.2 -0.4 1.6717 0.2731

2013 France Consumer 8 462 87 19% 850 45.8% 4.5x 9.9x Buyout TS 5.6% 2'000 37 NA 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 100.0% 0.0% 100.0% 0.0% 100.0% 384 9.8x -18.1 1.2 -0.4 1.6717 0.2731

2013 Denmark Transportation NA 555 55 10% 520 55.3% 5.2x 9.5x SBO TS 16.0% 4'609 24 8 40.0% 60.0% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 100.0% 384 9.8x -18.1 1.2 -0.4 1.6717 0.2731

2013 United KingdomMedical NA 228 25 11% 279 50.6% 5.7x 11.3x SBO TS 14.4% 6'367 29 4 30.0% 70.0% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 100.0% 384 9.8x -18.1 1.2 -0.4 1.6717 0.2731

2013 Germany Consumer NA 668 47 7% 108 12.1% 0.3x 2.4x Buyout NA NA 385 11 2 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 0.0% 428 9.7x -19.1 1.7 -1.2 1.8486 0.2826

2013 USA Industrial products and services8 2'355 437 19% 3'850 77.9% 6.9x 8.8x P2P IPO 21.3% 9'000 37 NA 0.0% 80.8% 0.0% 0.0% 19.2% 19.2% 100.0% 0.0% 19.2% 80.8% 100.0% 438 9.7x -19.1 1.5 1.6 1.8486 0.2826

2013 USA Consumer 8 742 64 9% 549 64.7% 5.5x 8.6x P2P NA NA 1'000 2 1 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 100.0% 0.0% 0.0% 0.0% 100.0% 438 9.7x -19.1 1.5 1.6 1.8486 0.2826

2013 USA Consumer 15 11'649 1525 13% 27'131 53.7% 9.6x 17.8x P2P TS NA 1'000 9 3 0.0% 78.7% 0.0% 0.0% 21.3% 0.0% 100.0% 0.0% 21.3% 65.2% 100.0% 453 9.4x -19.1 2 1.6 1.8756 0.2871

2013 United KingdomConsumer NA 140 33 24% 474 42.9% 6.2x 14.8x NA NA NA NA NA NA 30.8% 69.2% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 100.0% 428 9.4x -19.1 1.9 -1.2 1.8756 0.2871

2013 USA Computer 10 56'940 4156 7% 20'169 42.6% 2.1x 4.9x P2P IPO 19.7% 9'400 14 3 0.0% 82.5% 0.0% 0.0% 17.5% 0.0% 100.0% 0.0% 17.5% 82.5% 100.0% 453 9.4x -19.1 2 1.6 1.8756 0.2871

2013 Italy Internet 8 386 192 50% 1'488 70.6% 5.5x 7.8x SBO IPO 20.5% 14'597 32 8 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 70.5% 29.5% 100.0% 0.0% 100.0% 429 9.4x -19.1 2 -1.2 1.9849 0.298

2012 USA Financial Services 8 384 56 15% 630 55.4% 6.2x 11.2x P2P SBO 13.7% 1'100 25 NA 0.0% 100.0% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 100.0% 100.0% 491 9.0x -7.4 1.7 1.5 1.7574 0.306

2012 USA Services NA 407 45 11% 502 54.7% 6.2x 11.3x NA NA NA NA NA NA 0.0% 100.0% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 100.0% 491 9.0x -7.4 1.7 1.5 1.7574 0.306

2012 United KingdomConsumer NA 1'108 92 8% 1'554 45.8% 7.8x 16.4x Buyout IPO 27.1% 5'000 34 8 27.2% 72.8% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 100.0% 444 9.0x -7.4 2.2 -1.1 1.7574 0.306

2012 USA Financial Services NA NA 38 NA 325 69.2% 5.9x 8.5x SBO NA 14.0% 2'600 26 14 0.0% 77.8% 22.2% 0.0% 0.0% 0.0% 100.0% 0.0% 22.2% 0.0% 100.0% 518 9.0x -7.4 1.8 1.5 1.6156 0.3105

2012 USA Internet 8 2'292 327 14% 2'398 67.1% 4.9x 7.3x Buyout NA NA NA 22 NA 0.0% 50.3% 0.0% 0.0% 49.7% 0.0% 100.0% 0.0% 49.7% 50.3% 100.0% 518 9.0x -7.4 1.8 1.5 1.6156 0.3105

2012 United KingdomReal Estate 6 257 223 87% 5'091 17.0% 3.9x 23.0x SBO NA NA 6'992 18 3 0.0% 0.0% 0.0% 0.0% 100.0% 100.0% 0.0% 100.0% 100.0% 0.0% 100.0% 473 9.0x -7.4 2.2 -1.1 1.6156 0.3105

2012 Germany Computer software 8 1'296 104 8% 991 81.2% 7.8x 9.7x SBO TS 22.2% 2'061 21 12 0.0% 67.1% 0.0% 0.0% 32.9% 32.9% 100.0% 0.0% 32.9% 67.1% 100.0% 473 9.0x -7.4 2.2 -1.1 1.6156 0.3105

2012 USA Internet 8 400 112 28% 1'310 74.0% 8.6x 11.7x P2P SBO 11.0% 14'386 27 16 0.0% 69.1% 0.0% 0.0% 30.9% 30.9% 100.0% 0.0% 30.9% 69.1% 100.0% 516 9.0x -7.4 2.2 1.5 1.6901 0.31275

2012 Italy Consumer NA 290 44 15% 347 41.8% 3.3x 7.8x P2P TS 12.8% 3'467 40 5 50.0% 50.0% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 100.0% 495 9.0x -7.4 2.5 -1.1 1.6901 0.31275

2012 Germany Consumer 8 4'431 259 6% 2'123 52.8% 4.3x 8.2x P2P SBO 19.3% 11'016 28 28 23.5% 52.9% 0.0% 23.5% 0.0% 23.5% 76.5% 23.5% 23.5% 0.0% 76.5% 495 9.0x -7.4 2.5 -1.1 1.6901 0.31275

2012 United KingdomEnergy NA 593 145 24% 1'293 27.0% 2.4x 8.6x Buyout NA NA 4'000 36 NA 40.9% 59.1% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 100.0% 534 9.1x -7.6 2.6 -0.9 1.6335 0.3585

2012 Netherlands Consumer NA 3'445 193 6% 1'391 57.3% 4.1x 7.2x P2P TS 20.0% 8'488 28 26 27.5% 72.5% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 100.0% 534 9.1x -7.6 2.6 -0.9 1.6335 0.3585

2012 USA Medical 8 NA 71 NA 500 55.0% 3.9x 7.0x SBO NA 13.2% 5'020 12 3 0.0% 100.0% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 100.0% 523 9.1x -7.6 2 2.5 1.6335 0.3585

2012 Canada Industrial products and services9 1'224 126 10% 1'024 24.4% 2.0x 8.1x P2P SBO 13.4% 856 43 NA 0.0% 100.0% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 100.0% 100.0% 523 9.1x -7.6 2 2.5 1.6335 0.3585

2012 USA Computer services 8 341 30 9% 994 65.4% 21.9x 33.5x P2P TS 39.2% 1'275 32 10 0.0% 69.2% 30.8% 0.0% 0.0% 0.0% 100.0% 0.0% 30.8% 0.0% 100.0% 538 9.1x -7.6 1.7 2.5 1.5484 0.41825

2012 USA Chemicals and materials9 2'758 130 5% 926 70.7% 5.0x 7.1x P2P NA -9.2% 8'821 29 12 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 100.0% 0.0% 100.0% 0.0% 100.0% 538 9.1x -7.6 1.7 2.5 1.5484 0.41825

2012 Germany Manufacturing NA 342 55 16% 623 45.0% 5.1x 11.7x SBO NA 14.6% 8'412 26 9 6.7% 62.8% 0.0% 30.5% 0.0% 30.5% 69.5% 30.5% 30.5% 0.0% 69.5% 553 9.1x -7.6 2.6 -0.9 1.5484 0.41825

2012 France Consumer NA 208 66 32% 539 47.8% 3.9x 8.3x Buyout SBO 17.2% 3'062 44 4 39.0% 61.0% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 39.0% 593 8.9x -7.6 2.4 -0.9 1.4679 0.4426

2012 France Consumer NA 1'037 97 9% 982 52.6% 5.3x 10.7x SBO NA 4.4% 1'907 8 3 16.7% 57.1% 0.0% 26.2% 0.0% 26.2% 73.8% 26.2% 26.2% 0.0% 100.0% 593 8.9x -7.6 2.4 -0.9 1.4679 0.4426

2012 Germany Industrial automationNA 90 24 27% 1'053 31.8% 14.0x 47.7x SBO NA 14.9% 4'934 36 9 30.2% 69.8% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 100.0% 593 8.9x -7.6 2.4 -0.9 1.4679 0.4426

2012 United KingdomServices NA 246 110 45% 1'679 52.2% 8.0x 15.1x SBO TS 24.8% 8'900 28 7 14.2% 55.8% 0.0% 30.1% 0.0% 30.1% 69.9% 30.1% 30.1% 0.0% 69.9% 593 8.9x -7.6 2.4 -0.9 1.4679 0.4426

2012 USA Computer software 9 444 94 21% 1'057 65.7% 7.4x 11.2x P2PDistressed NA NA 11 NA 0.0% 64.0% 0.0% 0.0% 36.0% 36.0% 100.0% 0.0% 36.0% 0.0% 100.0% 551 8.9x -7.6 1.4 2.5 1.4679 0.4426

2012 Germany Medical 8 860 205 24% 2'249 62.7% 6.9x 11.4x SBO TS 17.5% 6'017 18 13 0.0% 66.2% 0.0% 33.8% 0.0% 33.8% 66.2% 33.8% 33.8% 0.0% 66.2% 603 8.8x -9.5 2.4 -0.8 1.6449 0.4606

2012 USA Consumer 8 1'853 261 14% 2'690 67.8% 7.0x 10.3x SBO IPO 8.1% 8'100 38 6 0.0% 61.6% 0.0% 0.0% 38.4% 38.4% 100.0% 0.0% 38.4% 61.6% 100.0% 569 8.8x -9.5 1.7 2.4 1.6449 0.4606

2012 USA Services 9 1'249 108 9% 1'124 32.5% 3.4x 10.4x P2P TS 8.0% 20'300 26 12 0.0% 0.0% 0.0% 0.0% 100.0% 100.0% 100.0% 0.0% 100.0% 0.0% 100.0% 607 8.3x -9.5 1.7 2.4 1.5578 0.46685

2012 Switzerland Consumer NA NA 126 NA 1'255 39.0% 3.9x 10.3x SBO NA 11.9% 1'100 13 4 30.2% 69.8% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 100.0% 666 8.3x -9.5 2.4 -0.8 1.5578 0.46685

2012 Belgium Financial Services NA 443 38 9% 270 39.3% 2.8x 7.2x Buyout NA NA NA 7 NA 60.3% 39.7% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 0.0% 666 8.3x -9.5 2.4 -0.8 1.5578 0.46685

2012 Sweden Construction NA 1'566 98 6% 859 51.0% 4.5x 8.8x Buyout IPO 10.4% 10'707 28 20 31.9% 68.1% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 100.0% 666 8.3x -9.5 2.4 -0.8 1.5578 0.46685

2012 USA Computer software 8 NA 45 NA 675 51.1% 7.7x 15.0x Buyout TS NA 3'250 32 10 0.0% 66.7% 33.3% 0.0% 0.0% 0.0% 100.0% 0.0% 33.3% 100.0% 100.0% 607 8.3x -9.5 1.7 2.4 1.5578 0.46685

2012 France Consumer NA 246 38 15% 256 47.5% 3.2x 6.7x SBO NA NA 999 10 2 54.1% 23.5% 0.0% 22.4% 0.0% 22.4% 77.6% 22.4% 22.4% 0.0% 77.6% 666 8.3x -9.5 2.4 -0.8 1.5578 0.46685

2012 USA Consumer 8 3'462 105 3% 1'748 17.5% 2.9x 16.7x P2PDistressed NA 5'500 12 4 0.0% 100.0% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 100.0% 100.0% 607 8.3x -9.5 1.7 2.4 1.5578 0.46685

2012 USA Leisure 8 1'239 133 11% 1'040 58.2% 4.6x 7.8x P2P TS 2.6% 2'100 7 3 0.0% 50.4% 0.0% 0.0% 49.6% 49.6% 100.0% 0.0% 49.6% 0.0% 100.0% 607 8.3x -9.5 1.7 2.4 1.5578 0.46685

2012 United KingdomMedical 7 NA 155 NA 1'339 60.7% 5.2x 8.3x Buyout TS NA 7'128 18 3 0.0% 0.0% 0.0% 0.0% 100.0% 33.3% 100.0% 0.0% 100.0% 0.0% 100.0% 604 8.8x -9.5 2.6 -0.8 1.9137 0.46585

2012 USA Computer software 8 185 46 25% 326 67.5% 4.8x 7.1x P2P SBO 38.3% 912 24 6 0.0% 100.0% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 100.0% 535 8.8x -9.5 2.3 2.4 1.9137 0.46585

2012 United KingdomComputer software 8 604 117 19% 2'251 75.3% 14.4x 19.7x P2P TS 18.9% 3'467 12 4 0.0% 63.1% 36.9% 0.0% 0.0% 0.0% 100.0% 0.0% 36.9% 0.0% 92.6% 562 8.9x -6.9 2.7 -0.4 2.2088 0.46815

2012 USA Automotive 8 451 76 17% 505 66.3% 4.4x 6.6x SBO TS 23.4% 4'057 20 6 0.0% 70.1% 29.9% 0.0% 0.0% 0.0% 100.0% 0.0% 29.9% 100.0% 100.0% 533 8.9x -6.9 2.7 2.7 2.2088 0.46815

2012 United KingdomConsumer 9 3'831 301 8% 2'273 60.6% 4.6x 7.7x NA NA NA NA NA NA 34.9% 65.1% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 100.0% 562 8.9x -6.9 2.7 -0.4 2.2088 0.46815

2012 Sweden Construction NA 2'981 249 8% 2'398 53.1% 5.1x 9.4x SBO IPO 20.5% 14'324 31 5 46.9% 53.1% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 0.0% 574 8.7x -6.9 2.7 -0.4 1.9705 0.48425

2012 USA Computer services 7 1'024 338 33% 3'178 18.9% 1.8x 9.4x SBO IPO 20.0% 8'795 28 NA 0.0% 0.0% 0.0% 0.0% 100.0% 100.0% 100.0% 0.0% 100.0% 0.0% 100.0% 533 8.7x -6.9 2.9 2.7 1.9705 0.48425

2012 Denmark Industrial products and servicesNA 183 30 16% 264 46.6% 4.1x 8.8x SBO NA 19.1% 2'617 9 3 50.0% 50.0% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 0.0% 651 8.4x -6.9 2.7 -0.4 1.7971 0.54235

2012 United KingdomIndustrial products and servicesNA 155 33 21% 236 49.2% 3.5x 7.5x Buyout IPO 9.1% 2'800 11 3 40.0% 60.0% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 0.0% 651 8.4x -6.9 2.7 -0.4 1.7971 0.54235

2012 United KingdomComputer software NA NA 120 NA 1'390 49.1% 5.7x 11.7x SBO SBO NA 8'505 35 4 17.4% 54.7% 0.0% 27.9% 0.0% 27.9% 72.1% 27.9% 27.9% 0.0% 72.1% 651 8.4x -6.9 2.7 -0.4 1.7971 0.54235

2012 USA Energy 7 328 173 53% 1'050 30.0% 1.8x 6.1x NA NA NA NA NA NA 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 100.0% 0.0% 100.0% 0.0% 100.0% 587 8.4x -6.9 2.9 2.7 1.7971 0.54235

2011 USA Industrial products and services9 229 53 23% 430 64.0% 5.2x 8.1x NA NA NA NA NA NA 0.0% 100.0% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 100.0% 621 8.2x 5.4 3 1.6 1.8762 0.581

2011 USA Chemicals and materials9 957 213 22% 1'435 68.5% 4.6x 6.9x SBO IPO 13.0% 1'815 21 10 0.0% 51.6% 0.0% 0.0% 48.4% 0.0% 100.0% 0.0% 48.4% 51.6% 100.0% 621 8.2x 5.4 3 1.6 1.8762 0.581

2011 USA Computer software 9 487 73 15% 823 57.7% 6.5x 11.2x P2P SBO 44.7% 823 31 9 0.0% 75.8% 24.2% 0.0% 0.0% 0.0% 100.0% 0.0% 24.2% 0.0% 100.0% 621 8.2x 5.4 3 1.6 1.8762 0.581

2011 United KingdomIndustrial products and servicesNA 801 45 6% 386 55.9% 4.8x 8.6x SBO NA 4.5% 4'034 26 6 40.0% 60.0% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 0.0% 717 8.1x 5.4 3 0.5 2.068 0.52889

2011 USA Medical 8 286 48 17% 371 55.2% 4.3x 7.8x P2P NA 23.0% 807 23 6 0.0% 100.0% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 100.0% 668 8.1x 5.4 3.4 1.6 2.068 0.52889

2011 USA Leisure 8 978 103 10% 1'145 49.3% 5.5x 11.2x Buyout NA 16.0% 1'530 23 5 0.0% 66.4% 0.0% 0.0% 33.6% 33.6% 100.0% 0.0% 33.6% 0.0% 100.0% 668 8.1x 5.4 3.4 1.6 2.068 0.52889

2011 USA Consumer 8 1'424 145 10% 1'531 50.6% 5.3x 10.6x P2P NA 22.0% 3'510 14 3 0.0% 67.7% 0.0% 0.0% 32.3% 32.3% 100.0% 0.0% 32.3% 67.7% 100.0% 620 8.1x 5.4 3.5 1.6 2.1133 0.42944

2011 USA Biotechnology 9 1'363 254 19% 3'416 59.3% 8.0x 13.5x P2PDistressed 13.0% 13'700 24 25 0.0% 71.6% 0.0% 0.0% 28.4% 28.4% 100.0% 0.0% 28.4% 0.0% 100.0% 620 8.1x 5.4 3.5 1.6 2.1133 0.42944

2011 Israel Computer software 8 142 21 15% 359 55.8% 9.6x 17.2x Buyout TS NA 3'250 31 10 0.0% 100.0% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 100.0% 726 7.5x -5.9 3.9 0.9 1.9154 0.37433

2011 USA Internet 8 130 37 28% 429 58.3% 6.8x 11.7x P2P SBO 11.0% 15'950 26 16 0.0% 70.0% 30.0% 0.0% 0.0% 0.0% 100.0% 0.0% 30.0% 0.0% 100.0% 646 8.1x -5.9 3.8 0.9 2.2234 0.32722

2011 USA Computer services 8 1'002 268 27% 3'013 53.1% 6.0x 11.2x P2P TS NA 15'114 26 16 0.0% 76.5% 0.0% 0.0% 23.5% 23.5% 100.0% 0.0% 23.5% 0.0% 100.0% 646 8.1x -5.9 3.8 0.9 2.2234 0.32722

2011 Germany Consumer NA 388 116 30% 981 54.4% 4.6x 8.1x Buyout SBO NA 15'114 26 16 0.0% 86.4% 13.6% 0.0% 0.0% 0.0% 100.0% 0.0% 13.6% 0.0% 0.0% 465 8.5x -5.9 2.6 1.5 2.7961 0.2555

2011 USA Medical 8 2'018 603 30% 5'663 84.8% 8.0x 9.4x P2P NA 7.8% 16'132 42 7 0.0% 41.1% 6.8% 0.0% 52.1% 15.6% 100.0% 0.0% 52.1% 0.0% 100.0% 503 8.5x -5.9 3.6 0.9 2.7961 0.2555

2011 USA Medical 9 333 144 43% 1'600 63.5% 7.0x 11.1x P2P NA NA 18'873 19 6 0.0% 60.6% 0.0% 0.0% 39.4% 39.4% 100.0% 0.0% 39.4% 0.0% 100.0% 503 8.5x -5.9 3.6 0.9 2.7961 0.2555

2011 USA Computer services 8 447 54 12% 1'668 67.7% 20.9x 30.9x P2P NA 5.7% 12'099 22 6 0.0% 69.0% 31.0% 0.0% 0.0% 0.0% 100.0% 0.0% 31.0% 100.0% 100.0% 503 8.5x -5.9 3.6 0.9 2.7961 0.2555

2011 USA Consumer 9 10'633 335 3% 2'609 48.9% 3.8x 7.8x P2P IPO 18.8% 5'300 22 5 0.0% 84.3% 15.7% 0.0% 0.0% 0.0% 100.0% 0.0% 15.7% 100.0% 100.0% 489 8.7x -21.8 3.6 1.7 3.16 0.24575

2011 Sweden Industrial products and services8 821 192 23% 3'268 53.1% 9.0x 15.9x SBO SBO 10.4% 10'707 27 20 0.0% 0.0% 0.0% 31.1% 68.9% 31.1% 68.9% 31.1% 100.0% 0.0% 68.9% 427 8.7x -21.8 2.7 1.9 3.16 0.24575

2011 France Industrial products and servicesNA 162 19 12% 1'508 44.3% 35.1x 74.3x P2P TS 20.5% 15'590 30 5 15.1% 84.9% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 100.0% 427 8.7x -21.8 2.7 1.9 3.16 0.24575

2011 USA Computer software 8 130 35 27% 425 35.3% 4.3x 12.1x Buyout SBO 9.1% 17'642 35 NA 0.0% 76.7% 0.0% 23.3% 0.0% 23.3% 76.7% 23.3% 23.3% 76.7% 100.0% 464 9.1x -21.8 3.6 1.7 3.0607 0.25288

2011 Italy Consumer 10 711 114 16% 493 62.4% 2.7x 4.1x Buyout TS 6.0% 1'382 9 7 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 100.0% 0.0% 100.0% 0.0% 100.0% 387 9.1x -21.8 2.7 1.9 3.0607 0.25288

2011 Germany Telecommunications 8 970 229 24% 800 65.6% 2.3x 3.3x P2P TS 12.0% 6'766 35 NA 12.3% 87.7% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 100.0% 387 9.1x -21.8 2.7 1.9 3.0607 0.25288

2011 USA Services NA 232 16 7% 140 50.7% 4.5x 8.8x P2P SBO 17.5% 522 18 5 0.0% 100.0% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 100.0% 464 9.1x -21.8 3.6 1.7 3.0607 0.25288

2011 USA Computer software 8 232 56 24% 516 54.3% 5.0x 9.2x P2P NA NA 18'873 19 6 0.0% 100.0% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 100.0% 464 9.1x -21.8 3.6 1.7 3.0607 0.25288

2011 USA Consumer 8 274 32 12% 512 NA 17.8x 16.2x P2P TS 23.3% 14'676 21 7 0.0% 35.7% 64.3% 0.0% 0.0% 0.0% 100.0% 0.0% 64.3% 0.0% 100.0% 464 9.1x -21.8 3.6 1.7 3.0607 0.25288

2011 Italy Consumer NA 2'401 280 12% 2'007 37.8% 2.7x 6.9x P2P TS 14.6% 9'627 25 9 53.7% 46.3% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 100.0% 387 9.1x -21.8 2.7 1.9 3.0607 0.25288

2011 Canada Industrial products and services8 1'068 191 18% 2'100 43.8% 4.8x 11.0x SBO SBO 16.8% 3'135 27 7 0.0% 100.0% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 100.0% 100.0% 464 9.1x -21.8 3.6 1.7 3.0607 0.25288

2011 USA Computer software 9 703 98 14% 512 60.5% 3.2x 5.2x P2P TS 11.9% 1'100 12 4 0.0% 100.0% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 100.0% 100.0% 436 9.2x -21.8 3.2 1.7 3.2863 0.273

2011 USA Computer services 8 736 103 14% 1'775 90.1% 15.6x 17.3x P2P NA NA NA NA NA 0.0% 65.0% 0.0% 0.0% 35.0% 35.0% 100.0% 0.0% 35.0% 0.0% 100.0% 436 9.2x -21.8 3.2 1.7 3.2863 0.273

2011 Germany Manufacturing NA 96 11 11% 108 39.5% 3.9x 9.2x NA NA NA NA NA NA 66.7% 33.3% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 100.0% 361 9.2x -21.8 2.8 1.9 3.2863 0.273

2011 USA Energy 9 1'287 518 40% 5'000 34.0% 3.3x 9.7x Buyout IPO NA 2'300 0 1 0.0% 88.2% 11.8% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 100.0% 436 9.2x -21.8 3.2 1.7 3.2863 0.273

2011 Germany Consumer NA NA 67 NA 782 50.7% 5.9x 11.0x SBO SBO NA 9'625 34 4 20.4% 79.6% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 100.0% 361 9.2x -21.8 2.8 1.9 3.2863 0.273

2011 USA Computer services 8 811 153 19% 2'156 61.9% 8.7x 14.1x P2P SBO 7.8% 16'590 42 7 0.0% 65.2% 0.0% 0.0% 34.8% 34.8% 100.0% 0.0% 34.8% 65.2% 100.0% 436 9.2x -21.8 3.2 1.7 3.2863 0.273

2011 USA Computer services 8 1'667 89 5% 1'734 73.5% 14.3x 19.4x P2P TS 5.7% 12'099 22 6 0.0% 68.6% 0.0% 0.0% 31.4% 31.4% 100.0% 0.0% 31.4% 68.6% 100.0% 436 9.2x -21.8 3.2 1.7 3.2863 0.273

2011 USA Industrial products and services8 531 70 13% 674 77.9% 7.5x 9.6x P2PDistressed 8.8% 15'000 45 10 0.0% 61.9% 0.0% 0.0% 38.1% 38.1% 100.0% 0.0% 38.1% 61.9% 100.0% 432 8.9x -16.4 2.7 1.9 3.4703 0.303

2011 United KingdomLeisure NA 163 32 19% 345 57.0% 6.2x 10.4x SBO TS NA 1'363 23 6 33.3% 41.7% 0.0% 25.0% 0.0% 25.0% 75.0% 25.0% 25.0% 0.0% 0.0% 369 8.9x -16.4 2.7 2.8 3.4703 0.303

2011 United KingdomConsumer 9 1'165 153 13% 975 71.1% 4.5x 6.1x SBODistressed 5.7% 8'326 25 9 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 100.0% 0.0% 100.0% 0.0% 100.0% 369 8.9x -16.4 2.7 2.8 3.4703 0.303

2011 Sweden Consumer NA 1'191 201 17% 1'875 64.6% 6.0x 9.3x Buyout IPO 10.7% 5'868 17 5 36.7% 39.4% 0.0% 0.0% 23.9% 23.9% 100.0% 0.0% 23.9% 0.0% 63.3% 362 9.3x -16.4 2.4 2.8 3.4272 0.3095

2011 USA Medical 9 2'859 314 11% 2'914 82.0% 7.6x 9.3x P2P IPO 27.1% 5'000 33 8 0.0% 60.3% 0.0% 0.0% 39.7% 39.7% 100.0% 0.0% 39.7% 60.3% 100.0% 430 9.3x -16.4 2.1 1.9 3.4272 0.3095

2011 USA Services 8 454 119 26% 578 68.6% 3.3x 4.8x P2P SBO 12.7% 1'350 8 3 0.0% 100.0% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 100.0% 457 9.1x -16.4 1.6 1.9 3.3704 0.30438

2010 Spain Manufacturing NA 681 161 24% 1'129 72.7% 5.1x 7.6x NA NA NA NA NA NA 20.9% 79.1% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 100.0% 436 9.0x -10.5 2.2 2.4 3.2935 0.30281

2010 USA Biotechnology NA 224 10 5% 233 34.3% 7.6x 22.3x P2P SBO 8.8% 15'000 44 10 0.0% 100.0% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 100.0% 491 9.0x -10.5 1.5 2.6 3.2935 0.30281

2010 Germany Consumer NA 1'050 136 13% 1'639 50.3% 6.1x 12.2x SBO NA 7.8% 14'995 41 7 29.2% 70.8% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 100.0% 436 9.0x -10.5 2.2 2.4 3.2935 0.30281

Macroeconomic variablesTarget specific Leverage and pricing Sponsor and deal specific Debt characteristicsDebt instruments Credit and valuation 

972 buyouts with 35 variables 



 

 

 



 

 

 



 

 



 

 



 

 



 

 


	Chapter 1: Introduction
	1.1 Problem statement and research questions

	Chapter 2: Background to the thesis
	2.1 The private equity industry
	2.1.1 Private equity firms
	2.1.2 Private equity funds and compensation schemes
	2.1.3 Private equity transactions
	2.1.3.1 Transaction multiples
	2.1.3.2 Value drivers of private equity investments

	2.1.4 Historical returns

	2.2 Debt structure in leveraged buyouts
	2.2.1 Total leverage
	2.2.2 Debt instruments
	2.2.3 Debt characteristics
	2.2.3.1 Seniority (contractual)
	2.2.3.2 Security
	2.2.3.3 Effective priority of claims (waterfall)
	2.2.3.4 Covenants
	2.2.3.5 Mean of distribution



	Chapter 3:  Case Study - The 2005 leveraged buyout of TDC
	3.1 Background to the transaction
	3.1.1 History and previous ownership
	3.1.2 Transaction in brief

	3.2 Deal financing and debt structure
	3.3 Strategic initiatives and financial performance
	3.4 Exit and return analysis
	3.4.1 Exit process
	3.4.2 Return estimation


	Chapter 4: Literature review and theoretical framework
	4.1 Theoretical background
	4.1.1 Traditional capital structure theory
	4.1.2 Agency Theory and Information Asymmetry
	4.1.2.1 Manager-owner relation
	4.1.2.2 Owner-lender relation
	4.1.2.3 General-Limited PE Partner relation

	4.1.3 Clientele effects

	4.2 Hypothesis 1&2: What drives debt structure and how PE-funds structure buyout debt to maximize leverage
	4.2.1 Hypothesis 1: Drivers of debt structure
	4.2.2 Hypothesis 2: Debt structure’s impact on leverage

	4.3 Hypothesis 3&4: How leverage affects buyout pricing and PE-fund returns
	4.3.1 Hypothesis 3: Leverage on buyout pricing
	4.3.2 Hypothesis 4: Fund returns


	Chapter 5: Data collection and representativeness
	5.1 Data sources and sample selection
	5.1.1 Buyout transaction data
	5.1.2 Debt data
	5.1.3 Private equity and deal-specific data
	5.1.4 Debt market variables and other macroeconomic variables

	5.2 Sample characteristics and representativeness
	5.2.1 Target geography and industry distribution
	5.2.2 Target size distribution
	5.2.3 Sample bias

	5.3 Handling outliers and missing observations
	5.3.1 Winsorization
	5.3.2 Data imputation

	5.4 Quantitative methods and assumptions
	5.5 Philosophy of Science and our approach to deriving knowledge

	Chapter 6: Results and analysis
	6.1 Drivers of debt structure
	6.1.1 Regression set-up
	6.1.1.1 Binary dependent variables and choice of quantitative method
	6.1.1.2 Proportions as dependent variables and choice of quantitative method
	6.1.1.3 Explanatory variables

	6.1.2 Results – drivers of debt structure
	6.1.2.1 Summary statistics
	6.1.2.2 What drives the use of different debt instruments?
	6.1.2.3 What drives the use of different debt characteristics?


	6.2 Debt structure’s influence on leverage ratios
	6.2.1 Regression set-up
	6.2.2 Results – How does different debt structures influence the amount of debt obtainable

	6.3 Leverage’s impact on pricing
	6.3.1 Regression set-up
	6.3.1.1 The effect from credit and valuation conditions on pricing
	6.3.1.2 The effect from leverage on pricing – OLS set-up
	6.3.1.3 The effect from leverage on pricing – TSLS set-up

	6.3.2 Results – Drivers of LBO pricing (OLS regression)
	6.3.2.1 Summary statistics
	6.3.2.2 How does credit and valuation conditions affect LBO pricing?
	6.3.2.3 How does deal leverage affect LBO pricing?

	6.3.3 Results – Leverage’s impact on LBO pricing (IV regression)
	6.3.3.1 Testing instrument validity
	6.3.3.2 Instrumental variables regression – Results


	6.4 Leverage’s impact on returns
	6.4.1 Regression set-up
	6.4.1.1 Dependent and independent variables
	6.4.1.2 The effect of leverage on returns
	6.4.1.3 The effect from sponsor arbitrage on returns
	6.4.1.4 The effect from leverage on the likelihood of financial distress

	6.4.2 Results – Drivers of fund returns
	6.4.2.1 Fund vintage performance and buyout leverage over time
	6.4.2.2 How does leverage affect returns?
	6.4.2.3 Is debt-equity arbitrage a driver of fund returns?
	6.4.2.4  Does leverage increase the likelihood of financial distress?


	6.5 Robustness considerations: Multicollinearity and entity and time controls
	6.5.1 Multicollinearity
	6.5.1.1 Debt structure and leverage
	6.5.1.2 Leverage and outcome measures

	6.5.2 Entity and time controls
	6.5.2.1 Country and industry controls
	6.5.2.2 Year controls
	6.5.2.3 Testing the relevance of country, industry and year controls

	6.5.3 Clustered standard errors


	Chapter 7:   Discussion of results
	7.1 Debt structure and leverage
	7.1.1 Uniform vs diverging drivers and effects of different debt structure elements
	7.1.2 Other possible explanations

	7.2 Leverage and outcomes
	7.2.1 What factors cause leverage to increase buyout pricing?
	7.2.2 The multiple effects from leverage on returns
	7.2.3 Does leverage lead to excessive financial distress?


	Chapter 8: Practical implications
	Chapter 9: Limitations and suggestions for future research
	9.1 Limitations relating to delimitations of the research subject
	9.2 Limitations relating to measurement error
	9.3 Limitations relating to the choice of quantitative methods

	Chapter 10: Conclusion
	References
	Appendix A: Distribution of sample leverage
	Appendix B: Literature review - Early capital structure theory
	Appendix C: Literature review - Introduction to the lines of research dealing with different debt structure elements
	Appendix D: Menu of debt structure alternatives
	Appendix E: Definition of variables and overview
	Appendix F: Preview of data set
	Appendix G: Regression output - Drivers of debt instruments
	Appendix H: Regression output - Drivers of debt characteristics
	Appendix I: Regression output - Debt instruments’ impact on leverage
	Appendix J: Regression output – Debt characteristics’ impact on leverage
	Appendix K: Regression output – Leverage’s impact on returns
	Appendix L: Regression output – Likelihood of financial distress

