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Jason Evans is the partner that leads Gambit’s Debt Advisory team. Prior
' to joining Gambit, Jason was Regional Director for Lloyds Banking Group,
j heading up the regional corporate banking tfeam in the mid-market and
working with businesses with turnover between £10m and £750m. During
his 28-year career, Jason has held various senior roles, including Divisional
Head of Leveraged Finance for HSBC.

He is an Associate of the Securities and Investment Institute, holding an
advanced corporate finance qudlification from the Institute of
Chartered Accountants in England and Wales (ICAEW). Jason has
also been voted "Corporate Banker of the Year' on a number of

Jason Evans occasions at the Insider Dealmaker Awards and more recently has won a
Partner, Debt Advisory number of debt advisory awards.
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® Utilisation of government backed support schemes
has curtailed in recent months compared to the

gg? surge at the beginning of the pandemic.
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15% Some SMEs remain capable of adding further debt
10% to their balance sheets in the coming months to
8;0 facilitate growth as the economy continues to

rebound after lockdown, but some are likely to

Annual Growth of Lending to Businesses

]S;Z struggle with debt repayments and may need to
-15% refinance.
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5 o0 o0 o0 o o o ‘;‘ oo a ‘; Q@ @ ®* Lending to large businesses bounced back in Q2
PN 5238523 and Q3 2021 demonstrating strong appetite in the
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<708 <0 mid-market and larger corporate segment.
Large businesses SMEs
® After experiencing unprecedented volatility over
the past 18-24 months, stability is returning across
. - the market with monthly lending tracking back
Net Loans Raised from Banks, Building towards pre-pandemic levels.
Societies and Capital Markets
40,000 ® |t should be noted that LIBOR will disappear at the
end of 2021 and most UK lenders are transitioning
- 30.000 to a new ‘risk free rate” known as SONIA.
S 20,000
= ®* Whilst there are a huge range of funding options
5 10,000 available in the market at present, it is important to
0 identify the optimal funding partner and solution
- for your business, based on its strategic objectives.
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CRoRCEcECRCRCRCECROECHCNCRCRC] evolve on a regular basis, so prudent preparation

in advance of approaching a relevant funder pool
remains key to a successful outcome.
Source: Bank of England
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ﬂespife the damaging effects of Total Debt/EBITDA Multiples \

COVID-19, leveraged finance total
debt to EBITDA multiples have exhibited 4.8x 50X 49x 5.1x

strong signs of recovery. 4.9% 4.9x
] 3.4 37X m _
- As of Q2 2021, these multiples are at ‘
their highest level since 2005, reaching
5.7x, highlighting the unprecedented
availability of funding.
* Increased leveraged finance multiples
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are underpinned by the buoyant M&A
environment, elevated purchase multiples
and the appetite for private equity-

Kbocked middle market tfransactions. /

CAGR in total Decrease in

debt/EBITDA 3 (o7 M defaultrates 5 goz

multiples from from Q4 2020
2009 to 2021 to Q2 2021

/Covid-induced financial damage Percentage of Default Rates \

resulfed in leveraged finance default
rates peaking at 4.17% in Q4 2020 as 50%
some businesses struggled fo abide by
covenants.

4.0%

Default rates have since returned fo el

their lowest levels since May 2019, 2.0%
demonstrating strong market recovery

since the vaccine roll-out / easement of 0%
lockdown, as well as cautious ongoing oz
erene LU
Now is an optimal time for businesses to % %o 2 2 %O %O S

Kpursue leveraged finance opportunities, /

Source: S&P Global, Pitchbook
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In the UK, Business and Professional
services and the TMT sectors have been
the most prominent beneficiaries of the
private debt market. Moreover, these
sectors have tended to be amongst the
most resilient during the Coronavirus
pandemic.

The overwhelming majority of direct
lending fransactions, at 70% of total
deals over the last 12 months, are used
to fund M&A activity. Alternative lenders
are thus a key driver of the activity in
the thriving UK M&A market.

Leveraged Buyout (LBO) debt multiples
for mid-market private equity backed
companies have straddled between 4x
- 5x, with businesses in COVID-19 resilient
industries able to demand multiples at
the higher end of the range.

In the private credit market, unitranche
is the dominant debt offering, with 70%
of UK deals in the last 12 months utilising
this  structure.  Subordinate  debt
structures accounted for only 11% of
transactions.

Investors are applying pressure on
alternative lenders to direct their
lending towards companies and

projects with strong ESG credentials.
These credentials have become a
major factor in alternative lending
decisions. This is evidenced by the value
of European ESG-linked finance deals
increasing by roughly 1227% from 2019
to 2021.

Businesses are increasingly able fo
originate finance from alternative
lenders to fuel their growth plans. These
ambitious firms should leverage the
expertise of corporate finance advisors,
with extensive knowledge of optimal
funding packages, to source
appropriate funding.

Private Debt Utilisation by Sector in the UK

Sector Yo
Business / Professional Services 26%
Technology, Media & Telecommunications (TMT) 24%
Financial Services 20%
Healthcare & Life Sciences 17%
Consumer Goods 5%
Transportation & Logistics 4%
Other 4%
Debt Proceeds in the UK 2021
H [BO
H Bolt on M&A

M Growth Capital
Dividend Recap

Refinancing

Private Debt Structures in the UK 2021
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M Second Lien

Mezzanine

Value of European ESG-linked Leveraged

Finance Issuances
2017 W $776m

2018 WM $1,976m
2019 HH $1,899m

2020 I $6,740m

2021 I 25, |9 6

*Year to June 2021

Source: Dealogic, Gambit Analysis
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Gambit Corporate Finance

Established in 1992, Gambit Corporate Finance
(“Gambit”) is an independent corporate
finance firm specialising in advising private and
public organisations on mid-market fransactions
in the UK and overseas. With offices in London
and Cardiff, Gambit is widely recognised as a
market leader in corporate finance advice
having built up detailed industry knowledge
and an enviable track record in deal origination
and execution.

www.gambitcf.com

Corporate Finance International

Gambit is the exclusive UK shareholder of CFl, a
global partnership of middle-market investment
banks and corporate finance advisory firms.
With over 200 professionals located in 23 offices
throughout the world, CFl members specialise in
cross-border acquisitions, disposals, capital
raising, and related services. CFl is ranked
number 19 in Europe and 26 globally by
Thomson Reuters for tfransactions valued up to
€200 million.

www.thecfigroup.com



