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Corporate Debt Markets in Q3 2021 – Overview 
 
> H1 2021 saw large deal activity across Europe with further deals expected in the second half of 2021 . 

> LCD reports 117 Deals in Q2 2021 with a total volume of c. EUR 61 bn., compared to 95 deals with a volume of c. EUR 
54 bn. 

> The share of financings in the consumer discretionary space have significantly increased compared to Q1 2021 
underpinning the expectation for an economic recovery. 

> The share across the sectors shows, that software and healthcare have dominated the deals with more than 65%.  

> Lending standards on balance remained unchanged according to the latest ECB survey. 
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Figure 1: Volume of Sub-IG European debt markets (incl. leveraged loans and bonds) and average spreads.  
Source: White & Case (Debt Explorer), PwC Debt Watch Europe Q1 2021  

 
*Refinancing incudes repricing and amendments 

**General Corporate Purposes include Working Capital, SG&A and COGS 
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Corporate Debt Market Europe 
 
European Debt Market  

According to S&P the first half of 2021 has been a 
continuation of the 2020 success in the European Private 
Debt market. As for the previous year the majority of deals 
(81%) in the European mid-market have been comprised of 
acquisitions, while about 11% have been related to 
refinancing. The share of acquisition financings has further 
increased compared to the same period in 2020. 
Alternative lenders still have significant dry powder to 
deploy and the direct lending market has outpaced the 
banking market, while banks have been busy with 
facilitating government loans and defining their risk 
budgets. S&P expects that banks are not exiting the sector 
but will rather end up working together with alternative 
lenders.  
 
In its bank lending survey the ECB reports, that on balance, 
credit standards in the second quarter of 2021 remained 
broadly unchanged (i.e. banks’ internal guidelines or loan 
approval criteria) for loans or credit lines to enterprises- as 
the number of banks reporting easing of standards 
compared to a tightening was balanced. This follows 
significant net tightening of lending standards for 
corporate loans in the second half of 2020 and the 
moderate net tightening in the first quarter of 2021. 
 
Partners Group reports in its most recent Loan Market 
Commentary, that in Q2 new issue loans spreads on 
average widened compared to a tightening in the previous 
two quarters. The new issue spread for B-rated issues 
widened to E+384 bps compared to E+380 bps in Q1 2021. 
However looking at the progress, spreads moved from 
E+375 bps at the beginning of Q2 2021 to E+398 bps at 
the end of Q2 2021. Partners Group expects that spreads 
may need to widen further to support the continued 
increased M&A activity 

 

Figure 2 S&P European Leveraged Loan Index Returns          
Source: S&P Global Market Intelligence 

Private equity sponsored deals continued to dominate the 
market for European direct lending since the first quarter 
of 2020, 88.5% of the deals recorded in the mid-market 
were sponsored, according to LCD. 
 
Issuances in the European high yield market also saw strong 
activity in Q2 2021, surpassing Q1 2021 levels due to 
increased confidence in the market. LCD reports 117 Deals 
in Q2 2021 with a total volume of c. EUR 61 bn., compared 
to 95 deals with a volume of c. EUR 54 bn. The yield-to-

maturity continued to decrease on average compared to 
Q1 2021, as issuers took advantage of lower interest rates. 
 

DACH Debt Market  
The economy of the DACH region is forecasted to grow in 
2021. The strongest growth is expected for Austria with 
3.4% followed by Germany with 3.3% and Switzerland with 
3.2% based on the OECD forecast. The growth expectation 
is mainly driven by the easing of containment measures, 
which promote economic confidence across the region. It 
can be expected that an improved economic outlook will 
translate into higher deal volume. Mergermarkets reports a 
total volume of EUR 98.4 bn. being announced in H1 2021, 
which is 37% higher compared to the same period in 2020. 
This also marks the highest volume in the past four years. 
The deal count increased by 160 to 700 deals, compared to 
H1 2020. 
 
GCA Altium reports a strong activity for the German LBO 
market for Q2 2021, recording 31 transactions, which is the 
highest deal count for the first half of the 2021 since the 
launch of GCA’s MidCap Monitor. The debt advisor 
expects 2021 to be a record year in terms of completed 
LBO transactions. The share across the sectors shows, that 
software and healthcare have dominated the deals with 
more than 65%. In terms of lenders, debt funds outpaced 
banks in the first half of 2021 with a share of 65% of the 
deals. 
 

 
Figure 3: German mid-market financings H1 ‘21 
Source: GCA Altium MidCap Monitor Q2 2021 

The strong deal flow offers plenty of opportunities for 
lenders and demonstrates the economic resiliency of the 
region. On the other hand, lenders and sponsors have 
naturally focused on stable business models, which has led 
to increased competition around these businesses on the 
equity and on the debt side.  
 
S&P reports that in terms of deal activity Germany has 
further fallen behind the UK and France during 2021, 
accounting only for 14.3% compared to 18.9% in 2020, 
ranking behind the UK with 32.5% (vs. 27.3% in 2020) and 
France with 28.6% (vs. 22.7% in 2020).  
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Financing Conditions  
According to S&P resilient sectors like technology, 
healthcare and business services have attracted the most 
interest among sponsors, as well as lenders. This has led to 
a further increase in valuations along with leverage 
multiples. Even though PE Funds have increased equity 
stakes in some cases, some deals also saw an increase in 
debt leverage and PIK-tranches. According to S&P the 
average multiple in the European mid-market is around 5x. 

 

Figure 4: High Yield Volume Europe, Q1 ’21 Sectoral Split 
Source: PwC Debt Watch Europe, Q2 2021 

The share of Energy sector has significantly decreased from 
10% in Q1 2021 to 3% in Q2 2021. In contrast the share of 
consumer discretionary has increased by 6% to 16% in the 
second quarter. This can be seen as signal of further 
optimism for an economic recovery. The share of other 
sectors remains mainly unchanged, with Financials making 
up almost one third of all issuances.  

 

Waiting for inflation… 
The better part of the last decade was marked by very low 
interest rates compared to previous years in a low inflation 
environment, especially in Europe and the US. This has 
caused central banks around the globe to lower interest 
rates and to run large scale quantitative easing programs, 
in order to support the respective economies. The low 
interest rate environment has made it difficult for 
institutional investors to provide the returns promised to 
their clients.  

Quantitative easing by central banks has led to large 
inflows in asset classes across the spectrum, further 
depressing returns and hence enforcing the search for 
yield.  

The Covid-19 pandemic has forced governments to provide 
large stimulus packages for the local economies to curb the 
economic impact of the pandemic. Additionally the savings 
went up due to lockdowns and reduced consumption. With 
restrictions easing this cash is now flowing back into the 
economy.  

This resulted in inflation rising across all large economies. 
Inflation in Europe was at 2% in May, which is the highest 
level seen in the last two years.  This number reduced 
slightly to 1.9% in June, which is still significant. In the US, 
consumer prices saw their largest increase in 13 years in 
June, with the CPI increasing by 5.4% year-on-year. Also 
China’s producer price index rose by 9% in May– which is 

the highest figure in more than a decade. As many goods 
are partially manufactured in China, this could affect prices 
around the world, as these higher costs might be passed 
on. 

Central banks so far have not signalled immediate interest 
rate increases, however it can be expected that rising 
inflation will cause central banks to act and hence increase 
interest rates eventually.  

As leveraged loans are often floating rate they provide 
some protection against rising interest rates. Hence, in 
anticipation of higher interest rates, investors might 
consider increasing their allocation to protect against 
inflation. Thus leveraged loans are positioned to benefit 
from rising investor inflows in anticipation of increasing 
interest rates.  

As described above the volume of leveraged loan issuances 
has significantly increased in the first half of 2021, this may 
reflect that investors might have taken the view that loans 
will be the primary beneficiaries in an environment where 
long-term interest rates move higher. 

High yield bonds saw higher inflows during the pandemic, 
as alternative to equity and government bond volatility. 
Also high yield bonds continued to provide attractive yields 
compared to other asset classes. However in light of higher 
inflation and consequently rising interest rates, investors 
may be more cautious allocating to high yield bonds going 
forward.  

While rising interest rates and inflation may increase 
financing costs for borrowers and affect lenders risk 
appetite White and Case does not expect terms and pricing 
to significantly change until there is substantial shift in 
interest rates. As inflation is now on everybody’s radar the 
impact of increased inflation will have to be taken into 
consideration for analysing profitability and debt service 
capacity of potential borrowers. 

White and Case highlights that inflation is only one of many 
factors impacting the corporate debt market. Levels of dry 
powder of private debt funds still remain significant and it 
can be expected that debt fund activity will remain high, 
even if interest rates and inflation do increase. Another 
challenge will be Covide-19 related costs of business, which 
might prove to be a dominating factor in the short term, 
rather than inflation.   
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About Prime Capital’s Private Debt 
Team 
Our corporate debt team has accompanied and executed 
transaction in excess of EUR 700m. Our Private Debt Team 
additionally invests into Aviation Debt, Infrastructure Debt 
and Commercial Real Estate Debt. We expect significant 
further growth in these areas, which provide attractive risk-
adjusted returns to our investors.  
 
Prime Capital’s Private Debt Team manages assets in 
excess of EUR 2bn across the aforementioned asset classes 
on behalf of institutional investors. Further information 
about Prime Capital AG can be found on our website 
www.primecapital-ag.com. 
 
 
Contact:  

  
 
Prime Capital – Investment Management Private Debt 
impd@primecapital-ag.com  

 
 
 
 

 

Prime Capital Corporate Debt Expertise 

> Advice and support for corporate debt 

investments, portfolio strategy and sector 

allocation 

>  Managed accounts and funds with investment 

expertise in various jurisdictions and markets 

> Unique “multi-channel sourcing” with access to 

transactions via direct lending, bank and advisor 

sourcing on the basis of longstanding 

relationships to sponsors,  advisors and leading 

banks 

 

 

Julius Hünnemeyer, CFA 
Executive Director 
Private Debt 

http://www.primecapital-ag.com./
http://www.primecapital-ag.com./
mailto:impd@primecapital-ag.com
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Further information about Prime Capital AG can be found on the web site  

www.primecapital-ag.com 
 
 
 
 
 

Disclaimer:  
 
The information and opinion contained in this document (hereinafter “Information”) is provided only for advertising purposes, 
and is not construed as a solicitation or an offer to buy or to sell any securities or financial instruments in any jurisdict ion 
whatsoever. It does not constitute an official confirmation, invitation, solicitation or offer to subscribe for or purchase or sell any 
of the products or services of Prime Capital AG, Frankfurt am Main. No investment decision should be made on the basis of 
this document. The Information contained herein may not be complete and may not contain all relevant material information 
related to any (financial) instrument presented. No representation or warranty is made or implied concerning, and Prime Capital 
AG assumes no responsibility for, the accuracy, completeness, reliability or comparability of the information contained herein 
relating to third parties.  
The Information contained in this document was obtained in good faith from sources considered to be reliable, but its accuracy, 
completeness, reliability, or comparability is not guaranteed or otherwise warranted or represented by Prime Capital AG. 
Specifically, the Information contained herein has been obtained from third party sources, which is based solely on publicly 
available information. Prime Capital AG makes no representation, express or implied, as to the accuracy, correctness, suitability  
or timeliness of such data. In particular, Prime Capital AG is not obligated to update information provided in this document or 
to delete obsolete information from this document. The information provided in this document may change at any time without 
prior notification. As a result, information once published in this document may not be understood to mean that matters have 
remained the same since publication or that the information is still up-to-date following its publication. The validity of the 
information is limited to the point in time of their being issued and may change based on market developments.  
This document and the Information contained herein is confidential and intended only for the person to whom it has been 
provided and under no circumstance may a copy be shown, copied, transmitted, or otherwise given to any person other than 
the authorized recipient without the prior written consent of Prime Capital AG. 
 
 The content of this document is protected by intellectual property rights owned by Prime Capital AG. The reproduction, 
transmission (electronically or by other means), linking, alteration, storage, archiving or other uses for public or private use of 
information or data, in whole or in parts, in particular, the use of texts, portions of texts or images requires the prior consent of 
Prime Capital AG. In particular, you are prohibited from: 

i. copying this document in whole or in parts (whether by printing them on paper, saving them to a file or otherwise);  
ii. removing, changing or otherwise making the content of this document incomprehensible or using the material 

contained on this document in a manner other than intended in these legal notices and terms of use;  
iii. using this document or the information it contains for unlawful purposes. 

 
 
The Information provided herein is not taking into account any particular person’s objectives, financial situation or needs. 
Investors should before acting on the information provided in this document, consider the appropriateness of the information 
having regard to their individual objectives, financial situation or needs.  
 
Please bear in mind, that any forward looking statements re targets and achieving such targets is subject to unexpected risk 
and uncertainties and cannot be guaranteed in any way.  
 
Privacy: 
 
Prime Capital AG is committed to protecting your privacy. The types of personal information we collect about you depends on 
the relationship with us. They include (i) your personal contact details such as name, title, postal addresses, email addresses and 
telephone numbers, (ii) the company you work for and your position, (iii) identification and background information we may 
collect about you as part of our business acceptance procedures, (iv) technical information such as information from your visits 
to our website or relating to the event invitations, updates, marketing material, and other communication we send to you 
electronically, (v) your communication preferences regarding marketing materials or (vi) any other personal information you 
provide to us during your relationship with us, such as dietary requirements, any physical disability and your views and 
comments. 
They ways in which we collect personal information about you may include the following: (i) in the course of our business 
acceptance procedures, (ii) through your general use of our website. In particular, we collect personal information about you if 
you complete forms on our website and if you send emails to firm personnel, (iii) through your responses to our emails asking 
that you confirm and update information we maintain about you, or that you provide your consent for us to communicate with 
you, or (iv) through information you may provide to representatives of our firm at conferences or similar events. 
 

http://www.primecapital-ag.com/

