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Review of 2022 and outlook for 2023

€644bn

Total corporate debt
raised in 2022
(2021: €855bn)

993

Total corporate debt
deals in 2022
(2021: 1,326)

Overview

2022 was a challenging year for the European corporate bond
markets as the year closed 25% low er in terms of both volume
and number of corporate debt issuances compared to 2021. The
economic uncertainty due to a number of factors including the

w ar in Ukraine, the tightening of monetary policy to try to curb
rampant inflation, driven by surging food and energy prices
across Europe, heavily impacted the European corporate bond
markets. In addition, the UK bond markets w ere also negatively
impacted by the political instability in the UK, particularly from Q3
2022 onw ards. Overall there w ere 993 issuances and c.€644bn
raised in 2022, compared w ith 1,326 issuances and c.€855bn
raised in 2021.

Afterrecord levels of high yield bond issuances in 2021, 2022
saw activity significantly dw indle, as borrow ing costs increased
forissuers, and investors w orried about the risk of default. The
volume and number of high yield issuances in 2022 w ere more
than 60% low er than 2021, 148 deals and c.€63bn raised
compared to 386 deals and c.€200bn raised in 2021. Q3 2022
saw only 27 high yield bond issuances and c.€9bn raised, the
low estfor any quarter since 2018. As investors w orried about the
risk of default there w ere only tw o high yield bonds rated triple-C,
w hich both priced in January 2022 and there w ere no bonds
rated below that for the rest of the year. Q4 2022 saw an uptick
w ith 845 deals amounting to c.€581bn in high yield bond activity,
w ith c.€18bn raised and 37 issuances, as inflation cooled and
investor sentiment improved.

Investment grade activity decreased in 2022 compared to 2021,
compared to 940 deals and c.€655bn, respectively. The year
commenced witha flurry of activity and Q1 2022 proved to be a
strong quarter forinvestment grade issuances, with volumes of
€.€202bn surpassing both Q1 2021 and Q4 2021, c.€189bn and
c.€136bn respectively as a result of a post pandemic bounce in
the European corporate bond markets. How ever, investment
grade activity declined in the follow ing quarters as interest rate
rises drove borrow ing costs up forissuers and higher rated
companies turned to alternative cheaper sources of private
financing.

This document includes data derived fromdata provided under Licence by
Dealogic. Dealogic retains and reserves all rightsin such Licenced data

€63bn

Raised in high yield
deals in 2022
(2021: €200bn)

€581bn

Raised in investment
grade deals in 2022
(2021: €655bn)

The Federal Reserve, Bank of England and European Central
Bank tightened monetary policy several times in 2022 given the
persistently high levels of inflation and interest rates that are
currently at levels not seen in 14 years; 4.25%-4.5% in the US,
3.5% in the UK and 2.5% in the Eurozone. High inflation caused
government yields to generally increase during 2022. Yields
further increased at the start of January 2023 as central banks
have signalled their plan to continue tightening monetary policy,
and in Germany the 10-year government bond yield reached its
highest level since 2011.

As borrow ing costs continued to rise, the average yield-to-
maturity at issuance increased across all investment grade and
high yield rated bonds in Q4 2022 compared to Q4 2021 (by
more than 2% for AAA rated bonds and more than 3% for AA to
B rated bonds). Overall the credit spread betw een BBB and BB
rated bonds widened to 2.5% in 2022 compared to 2.0% in 2021
as investors avoided riskier assets.

At the end of September 2022, the UK Chancellor’'s mini-budget
focusing on tax cuts caused UK government bonds to plunge.
This led to an unprecedented rise in bond yields and 30-year gilts
reached their highest level in 20 years at 5.04%. After a period of
some turbulence, the Bank of England intervened and
announced bond purchases of up to £65bn, w hich provided some
help to stabilise the markets and correct some of the volatility
seen in the immediate days after the mini-budget. As a result, the
Bank of England had to delay commencing their quantitative
tightening to November 2022, w henit sold back £750 million of
short-term government debt to the financial markets.
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Corporate Debt Activity

Corporate debt activity by quarter
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Green/ESG Bonds

Green/ESGbonds activity by quarter*
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* Green bondsincludesSocial, Sustainable and Green bonds
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High Yield

(Rated BB+ (inclusive) and below)

HY activity by quarter HY by sector 2022
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Topten HYissues 2022
Pricing Ten largestHY issues Value Sector Listing Nationality of Credit YTM (%)
date 2022 (€m) operations rating
(S&P)
Jan-22  VZ Secured Financing BV 2,085 Communication TISE-The International Stock Netherlands B+ 4.32
Services Exchange
Mar-22 Deutsche Bank 1,494  Financials Luxembourg StockExchange Germany BB+ 4.08
Jun-22  Barclaysplc 1,453 Financials London StockExchange United Kingdom B+
Nov-22  Societe Generale 1,449 Financials Luxembourg StockExchange France BB
Feb-22 Cerved Group SpA 1,395 Financials Irish Stock Exchange-All Italy B 6.00
Market
Mar-22 BayerAG 1,291 Health Care Luxembourg StockExchange Germany BB+ 4.98
Nov-22  Deutsche Bank 1,251 Financials Luxembourg StockExchange Germany BB-
Nov-22  Barclaysplc 1,142 Financials London StockExchange United Kingdom BB+ 8.41
May-22 Market Bidco Finco plc 1,136 Consumer Staples TISE-The International Stock United Kingdom  BB- 8.05
Exchange
Mar-22 Intesa Sanpaolo SpA 1,000 Financials Luxembourg StockExchange Italy BB-
HY by issuer operations nationality 2022 Av erage yield-to-maturity by issue rating (%)
Italy S&P rating Q42022 2022 2021
17% 18% = United Kingdom BB 7.56 5.96 3.19
n France ----------------------------------------------------------------------------------------------------------------------------------

3%\ = Germany B 930 152 25
3%~ = Spain ccc - 5.37 6.56
W = Netherlands

= Greece

‘ = Sweden
= Guatemala
= |reland
Other
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Investment Grade

(Rated BBB- (inclusive) and above)

IG activity by quarter IG by sector 2022
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ToptenIGissues 2022
Pricing Ten largestIGissues Value Sector Listing Nationality of Credit YT™M (%)
date 2022 (€m) operations rating
(S&P)
Sep-22 MUFG 4,435 Financials Luxembourg StockExchange Japan A- 5.29
Jul-22 MUFG 4,418 Financials Euro MTFLuxembourg Stock Japan A- 4.93
Exchange
May-22 TenneT Holding BV 3,815  Utilities Amsterdam Netherlands A- 2.33
Mar-22  L'Oreal SA 3,006 Consumer Staples Paris France AA 0.68
Aug-22 Siemens } ,995  Industrials Luxembourg StockExchange Germany A+ 2.66
................... I AN G N S B CIADDI NV o iiiieiessessssssssssssssssssssssssssssssssesssssesssssesses s ses s e e s e e
Feb-22  ING Groep NV 2,987 Financials Amsterdam Netherlands A- 1.57
Mar-22 American Medical Systems 2,987 Health Care Irish StockExchange-All Netherlands BBB 1.47
................... BUIODE BY . eeseeeeeeeeeeeeeeeeeisssssseeeeeeeneneeessnnsssssseseeeeeeeeed B KB oo
Oct-22  TenneT Holding BV 2,984  Utilities Amsterdam Netherlands NR 4.40
Oct-22  Electricitede France SA-EDF 2,977  Utilities Paris France BBB 4.43
Jan-22  Prosus NV 2,869 C_onsur_ner Irish Stock Exchange-All Netherlands BBB 4.15
Discretionary Market
IG by issuer operations nationality 2022 Averageyield-to-maturity by issuerating (%)
= France S&P rating Q42022 2022 2021
= Germany AAA 4.08 2.92 1.04
= United Kingdom AA 3.83 2.72 0.84
BNEtherlands
A 4.40 3.01 1.00
B SWEHEN e
BBB 5.10 3.48 1.21
= Canada

® United States

= Spain
Japan
= Other
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UK Focus

High Yield (rated BB+ (inclusive) Investment Grade (rated BBB- (inclusive)
and below) and above)
UK HY activity by quarter UK IG activity by quarter
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Top five UK HY issues 2022 Top five UK IG issues 2022
Pricing Top five Value Listing Credit YTM Pricing Top five Value Listing Credit YTM
date HY issues (€m) rating (%) date IGissues (€m) rating (%)
(S&P) (S&P)
Jan-22 VZ Secured 2,085 TISE-The B+ 4.32 Oct-22 Morgan Stanley 2,750 London A- 4.98
Financing BV International Stock
Stock Exchange Exchange
Jun-22 Barclaysplc 1,453 London Stock B+ Nov-22 HSBC Holdingsplc 2,392 London Stock BBB 7.28
Exchange Exchange
Nov-22 Barclaysplc 1,142 London Stock BB+ 8.41 Jul-22  Toronto-Dominion 2,250 London Stock A 2.84
Exchange Bank Exchange
May-22 Market Bidco 1,136 TISE-The BB- 8.05 Jan-22 EIG Pearl Holdings 2,194 London NR 3.97
Finco plc International Sarl Stock
Stock Exchange Exchange
Jan-22 United Group 980 TISE-The B 5.25 Oct-22 Diageo Capitalplc 2,025 London A- 5.38
BV International Stock
Stock Exchange Exchange
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About Debt Watch Europe

Debt Watch Europe surveys all main and exchange regulated market bond deal issuance across
Europe’s debt listing venues based on bond tranches being listed on a European listing venue
(excluding Russia and Switzerland).

The survey was conducted between 1 January and 31 December 2022. All market data is sourced
from Dealogic and has not been independently verified by PricewaterhouseCoopers LLP.

Data comparability to previous
Debt Watch

The 2022 market data in this publication is sourced from Dealogic as at 4 January 2023. Accordingly,
there may be differences to Q1 2022, Q2 2022 and Q3 2022 data presented in Q1 2022 Debt Watch,
Q2 2022 Debt Watch and Q3 2022 Debt Watch as data was run as at 4 April 2022, 4 July 2022 and 3
October 2022, respectively.

Methodology

The classification of investment grade (IG) and high yield bond (HY) bonds are based solely on the
ratings given by S&P — with BBB- and above (inclusive) as IG and BB+ and below (inclusive) as HY.

Yield to maturity is calculated as an average for issues with numerous tranches as of the pricing date.
For any issue with different ratings applied to different tranches, the multiple credit ratings for such
issuances are displayed.

The classification of Green/ESG bonds are corporate bonds which have one or more tranches
labelled as Social, Sustainable or Green.

Sources: Dealogic, LCD, Capital IQ (S&P Global Market Intelligence, LLC) and PwC analysis.
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Contacts

Sarah Hitchen N David Godbee

Partner & UK Capital Markets Leader Al Partner, Debt & Capital Advisory
M: +44 (0)7734 958782 ‘ M: +44 (0)7740 242013

E sarah.l.hitchen@pw c.com E david.k.godbee@pw c.com

James Millar Anika Shah

Director, Capital Markets Senior Manager, Capital Markets
M: +44 (0)7725706184 M: +44 (0)7808 798835

E millar.james@pw c.com E anika.r.shah@pw c.com

This content is for general information purposes only, and should not be used as a substitute for consultation with professional advisors.
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