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ABSTRACT

This paper examines leverage in European privaiéyelpd LBOs. We use a unique, self-
constructed sample of 126 European private equity) (sponsored buyouts completed
between June 2000 and June 2007. We find thatrdietents derived from classical capital
structure theories do not explain leverage in LB@s]e they do drive leverage in a control
group of comparable public firms. Rather, we docnirtbat leverage levels in LBOs are
related to the prevailing conditions in the debtke& In addition, our results indicate that

reputed private equity sponsors use more debt hatl gecondary buyouts have higher
leverage levels.

JEL classification codes532 - Financing Policy; Financial Risk and Risk idgement;

Capital and Ownership Structyr&24 - Investment Banking; Venture Capital; Brokerage

Keywords:leverage, capital structure, buyouts, LBO, finahfiexibility



1. INTRODUCTION

The capital structure choice of firms is one of thest extensively researched fields
in corporate finance. Yet, despite their massivenemic importance and critical role in
reallocating capital and revitalizing firfsvery little is known about the financing decision
in the specific case of LBOs. Besides the fact Bfatfirms are relatively new players in the
financial markets§ the main reason for this lack of informationtie difficulty of collecting
data regarding PE sponsored deals, especially iopEu The central research objective of
this paper is to provide evidence on what determiegerage levels in European private
equity led LBOs. We examine how the typical EurapeBO deal is financed and whether
this has changed over time. Next, we investigate/tiat extent classical capital structure
determinants (firm size, collateral value of assetsfitability, growth potential and tax
rates), debt market conditions (credit spread awtrhged loan spread) and LBO deal
characteristics (type of buyout and reputationh® PE sponsor involved) explain cross-
sectional changes in buyout leverage levels.

Studying and understanding LBO leverage is ofaaitimportance as debt financing
vastly affects the buyout firm’s financial flexikyl. Also, empirical studies indicate that
buyout firm leverage is a key driver of buyout v&kreation. In spite of the various potential
benefits leverage in LBOs may offer, a major paointriticism is that the high levels of debt
may be detrimental with respect to financial flekiyp (Rappaport, 1990). Financial
flexibility is valuable as it facilitates accessdrternal financing in order to avoid financial
distress in the face of unanticipated negative lshac to readily finance investment when
new profitable opportunities arise (Gamba and Ti$sar2008). Literature suggests that one
of the most important drivers of firms’ capital wstture decisions is exactly the desire to
attain and preserve financial flexibility (MyersdaiMajluf, 1984; Pinegar and Wilbricht,
1989; Graham and Harvey, 2001; Bancel and Mitt@042 Brounen et al., 2004). DeAngelo

! PE transactions accounted for as much as 16.&me($782 billion) of worldwide M&A deal volume ie
record year 2007 (Dealogic).
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and DeAngelo (2007) even claim that financial ftelty is the critical missing link for an
empirically viable capital structure theory. Levgeais predicted and empirically found to
have a negative impact on corporate investmentfande growth (Jensen, 1986; Stulz,
1990; Smith and Watts, 1992; Denis and Denis, 1998)g et al., 1996; Peyer and
Shivdasani, 2001; Firth et al., 2008). This findiagignificantly stronger among financially
constrained firms (Ahn et al., 2006). Marchica ahara (2007) confirm that a conservative
leverage policy directed at maintaining financibdxibility enhances investment ability.
Thus, given the high debt levels in LBOs and thgomeole of debt as a driver of financial
flexibility, it is essential to thoroughly analyz®0 leverage.

Besides its link with financial flexibility, LBO kerage also influences buyout
returns. Kaplan and Stein (1993) confirm that tharicing structure is significantly related
to post-LBO performance. Guo et al. (2009) findttleverage is important in explaining
realized returns. Returns to capital are greatearvthe LBO deal is financed with a greater
proportion of bank loans. Kovner (2008) shows thatamount of leverage is an important
source of value creation in buyouts.

Our empirical research is performed using crossiseaegression analysis on a
unique, self-constructed dataset of LBOs, with anga of comparable public firms
servicing as a control group. The LBO dataset we®l126 European buyouts that have
been completed between June 2000 and June 2007intVthat classical capital structure
determinants do not explain leverage in LBOs, wheréhey do for our control group of
comparable public firms. Our empirical results d¢onfthat LBOs have higher leverage
when debt market liquidity is stronger. This suggdhat PE firms may attract more debt
when perceived financial flexibility is higher. Wiad that LBO debt levels are higher when
a reputable PE sponsor is involved. Thus, reputediftns can create value by allowing

their portfolio firms to take on more debt, whiahglies that, ceteris paribus, their LBO

2 PE activity has increased enormously over thesy&¥dhile the total value of firms acquired through
leveraged buyouts (LBOs) between 1970 and 200 béais estimated at about $3.6 trillion, $2.7 tnilliaf
these transactions took place between 2001 and QW6id Economic Forum Private Equity Report, 2008)
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firms benefit from a higher degree of financialxilglity. We also show that secondary
buyouts are more highly levered.

With this paper we intend to contribute to the heanexplored research area of the
capital structure choice in European LBOs. Only tampirical studies about drivers of
leverage levels in LBOs exist. Axelson et al. (20@nalyze the explanatory power of
established capital structure theories and debkehdiquidity on LBO leverage. Demiroglu
and James (2007) study the effects of debt maxkaditons and PE sponsor reputation on
LBO leverage. Besides providing new empirical emimieto this very thin body of research,
we also extend existing research in several wayst, Fve focus on Europe which is
interesting as there are noticeable differencesdst US and European deals in particylar
and between the PE industry and financial marketshe US and Europe in general.
Therefore, literature abstains from transferrimgliings from the US VC/PE industry one-to-
one to Europe due to a range of economic, legaljtiional and cultural differences
(Sapienza et al., 1996; Jeng and Wells, 2000).9ample consists of 126 European LBOs.
Axelson et al. (2007) use a sample of 153 worldwiB®s that contains European LBOs as
well but they do not discuss whether results for &8l European deals are similar.
Demiroglu and James (2007) examine US public-tegpeis (PTPs), which is a specific
subsample of LBOs. PTPs are more levered than dieds (Axelson et al., 2007). Second,
we use a representative sample of both primarysandndary deals sponsored by 58 buyout
funds ranging in size, strategy and reputation. o et al. (2007) only include the 5
largest global buyout funds — as a result, thgrutation variable will hardly show any
variation and is therefore hard to test. Demiragid James (2007) provide evidence for the
positive impact of PE fund reputation on leverage IS PTPs. Our study is the first that
relates the PE sponsor’'s reputation to LBO leverfageEuropean LBOs. Third, as both
studies referred to above find debt market condlitito play a significant role in explaining
LBO leverage, this ‘debt market liquidity’ fact® examined more thoroughly by including

two proxies for this determinant as opposed to @enmarizing, the uniqueness of this

® For instance, US deals rely more heavily on bahds do European deals, and European bank detistons
of more tranches than US bank debt (Axelson eR@bdy).
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study stems from its focus on European LBOs, ifwasentative sample for the overall
European LBO market and its inclusion of a veryadraange of determinants of LBO
leverage into one single study. Finally, this pafeeEuses on investigating the drivers of
LBO leverage whereas the papers mentioned eatlidy sleterminants of both leverage and
pricing in buyouts.

This paper proceeds as follows. Section 2 presamtsesearch methodology and
sample. Empirical results are presented and dieduss Section 3, while Section 4

concludes.

RESEARCH METHODOLOGY

2.1 Research setup

This paper investigates capital structure choiceEuropean buyouts. The first
research subquestion analyzes what the typical fiB&hcing package looks like, by giving
a detailed description of the capital structur¢hattime of the buyout of a LBO firm from

the sample that is considered to be representative.

I. How is a typical European buyout transaction finad@

However, this picture is static. Prior empiricabearch suggests that the financing
package chosen in LBOs changes over time (Kaplah $tein, 1993; Altman, 2007;
Demiroglu and James, 2007), as the markets forvét®us debt instruments typically
included in the debt package evolve over time. énegal, patterns of corporate financing
decisions have changed over the years and it isftire important to study these dynamics
(Frank and Goyal, 2009). Therefore, the secondarebesubquestion studies potential
evolutions in the average LBO financing structie here expect to find that the financing
package of LBOs develops over time from ‘seniorkbdabt only’ to a mix of senior bank

debt and newer forms of debt financing, like merz@amand second-lien debt.



Il. Has the average financing package of LBOs changedtime?

Next, we want to find out what actually drives tlewverage choice in LBOs. It
follows from empirical research that the leveraggormal’ firms to a certain extent can be
explained by established capital structure theohtesligliani and Miller (1958) have shown
that under perfect market conditions the capitalcstire is irrelevant to the value of the
firm. When taxes are incorporated, this result geanModigliani and Miller, 1963). In later
capital structure theories, other market imperéeiare introduced. In the static trade-off
theory, the optimal capital structure is determibgda trade-off between tax advantages of
debt and the costs of financial distress. The meckrder theory states that firms follow a
certain pecking order in which they prefer intermaker external financing (Donaldson,
1961; Myers, 1984).

From these classical capital structure theoriegmaber of firm characteristics can be
derived that are empirically shown to influencani& financing choice (see for example
Harris and Raviv, 1991; Rajan and Zingales, 199&nk and Goyal, 2009). It is, however,
not clear whether the same determinants that exfiei capital structure choice in normal
firms also drive the capital structure decisionbuyouts. To find out whether classical
capital structure theories play a role in the ficiag decision of LBOs, the capital structure
choices of a sample of LBOs are compared to théategiructure choices of similar public
firms not involved in an LBO. Comparing LBOs to fiabpeers was previously done by
Liebeskind et al. (1992) and Axelson et al. (200f7}oth LBO sponsors and public peer
firms make optimal financing choices based on @m®es theories the capital structures in
LBO firms and their public peers should be positivarrelated. This in turn means that the
determinants of the capital structure of LBOs andblig peers should also be related.
Axelson et al. (2007) show that buyout leveragmasnly driven by other factors than what
explains public firm leverage, while Demiroglu ad@mes (2007) do find some support for

the classical capital structure determinants.



Ill. Can existing capital structure theories explaindeage in LBOs?

From a practitioner’s point of view, it is not tletassical capital structure theories
that explain leverage levels in buyouts, but inisre a matter of how much PE players can
borrow - it is thought that PE sponsors borrow aglmas they can. This idea has been
formalized by Axelson et al. (2007). Support foisteuggestion is found in the relatively
new debt market timing theory, according to whigim§ take on more debt when interest
rates are relatively low, as this indicates tha& tebt market is ‘overheated’ (Baker and
Wurgler, 2002; Baker et al.,, 2003). Krishnaswamid aiaman (2007) confirm the
importance of timing with respect to convertiblendassues. Hence for LBOs we expect
that more leverage is used in times when debtesyoér, i.e. when interest rates and credit
spreads are low, which is empirically supportedAxglson et al. (2007) and Demiroglu and
James (2007).Interest rates and credit spreads represent thiahility of debt in the
market, more formally referred to as debt marketitiity. We test whether debt market

liquidity explains leverage levels in LBOs.

IV. Can debt market conditions explain leverage in LBOs

Two additional variables that have come up in mresiresearch are also tested: type
of buyout deal (primary versus secondary deals) #@ed reputation of the PE player
involved. Axelson et al. (2007) do not find diffaces in leverage between primary and
secondary buyouts. Both Axelson et al. (2007) aednPoglu and James (2007) confirm
that PE firm reputation has a positive impact oa #mount of leverage used. Recent
literature has identified other variables, whicle aot considered in our study, that affect
LBO leverage. Ivasina and Kovner (2008) documeat tBO firm bank relationships affect
the terms of their syndicated loans, i.e. they Itasulower spreads and lighter covenants,

and hence buyout leverage. Shivdasani and Wan@)Zb®w that supply-side factors like

* Moreover, looser credit market conditions accetebayout funds’ investment activity and producgHeir
deal returns (Ljunggvist, Richardson and WolfenZ00Q7).



the expansion of the market for CDOs led to cheapedit, looser covenants and more

aggressive use of bank loans in financing LBOs.

V. Does buyout deal type or PE sponsor reputationampéverage in LBOs?

2.2 Specification of variables

The first two research subquestions consider thanfiing package of LBOs. We
gather detailed information on the various comptser the financing packages of the
LBOs in the sample. This financial information lieh grouped into the equity or one of the
debt categories. These debt categories are: saelidr(subdivided into Term loans A, B and
C), junior debt (subdivided into mezzanine and sdc@en) and debt facilities (subdivided
into revolving credit lines and capital expenditdiegilities). The following two research
subquestions involve the determinants of LBO cagitiaicture. This section motivates our

choice of the variables used in the regressiongaulisses how they are measured.

2.2.1 Dependent variable

In the literature, the most widely employed proxy firm leverage is its debt-to-
equity or debt-to-total-capital ratio. Practitiosghowever, assess firm leverage by the ratio
of debt to EBITDA (earnings before interest, taxpieciation and amortization), the
EBITDA multiple. This multiple is commonly employead practice when determining the
debt package for LBOs as the amount of debt ilgrigased on the cash flow the firm can
generate in order to support debt repayment. Thilkesithe EBITDA multiple a direct and
useful proxy of leverage for LBO practitioners. Tdebt to EBITDA measure for leverage is
employed in earlier empirical research on LBO lager (Axelson et al., 2007; Demiroglu
and James, 2007). As this study specifically ingasts determinants of LBO leverage, the
EBITDA multiple is chosen as the primary proxy. Aduhally, the debt-to-total-capital
proxy is used as a control variable. The choiceHis control variable is based on Frank and
Goyal (2004), who discuss the various definitiondewerage and conclude that the most
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appropriate measure is ‘total debt to market vaiassets’. For the LBOs we indeed use

this measure, while for the public peers we us&klvatues due to data availability.

2.2.2 Independent variables

We aim at measuring the effect of various firm eleseristics and macro-economic
variables on firm leverage. With respect to thedlresearch subquestion, various firm
characteristics that play a role in classical @pstructure theories are proxied. Here, our
starting point is the determinants found by Rajad Zingales (1995), Frank and Goyal
(2004) and Frank and Goyal (2008) to explain legerdirm size, collateral value of assets,
growth opportunities and profitability. Next, al§oe corporate tax rate is included in our
research as a possible determinant of capitaltetejcconsidering the supposedly important
role of the tax shield in LBOs. Regarding the faussearch subquestion, two variables are
employed to proxy the macroeconomic variable de#tket liquidity, as insufficient prior
research exists to be able to pin it down exadtth the fifth research subquestion, two
additional potential LBO leverage determinants cante play: the type of LBO deal and

the reputation of the PE fund involved.

Firm size
Hypothesis llla: The larger the firm size, the teglits leverage.

Large firms are expected to have lower expecteebprkruptcy costs because they
have more diversification possibilities as opposedmall firms. They are also thought to
have lower information and transaction costs whssaing debt (Warner, 1977; Ang et al.,
1982). The static trade-off theory predicts thatdo (pre-)bankruptcy costs are positively
related to the use of debt financing, and so in firm size should have a positive effect on
leverage. Various proxies are used for firm siZee Thost commonly used proxy for firm
size is the natural logarithm of turnover (e.g.nldan and Wessels, 1988; Graham, 2000).
Consequently, the natural logarithm of sales issehao proxy firm size. A positive feature

of the natural logarithm is that it corrects fotlmus.
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Collateral value of assets

Hypothesis llIb: The higher the collateral value affirm’s assets, the higher its
leverage.

The collateral value of a firm’s assets is congdeas one of the drivers of the cost
of debt. It determines the security that creditbesre in case of default and therefore
prevents agency problems between equity and détéfso(Jensen and Meckling, 1976). It
follows that firms can use more debt financing whieey have more collateral. Fixed assets
can serve as collateral. Thus, collateral valygriied by the ratio of fixed to total assets.
The expected positive relation between collaterad #everage has been supported in
empirical research (Long and Malitz, 1985; Rajad @mgales, 1995; Frank and Goyal,
2009). However, it should be noted that there aldst theoretical arguments for a negative
relation between collateral and debt financing &man and Hart, 1980, 1982).
Considering the agency problems between sharelsodshel management, debt financing can
be advantageous. Debt providers can influence neanewgt behavior, even to the extent of
forcing the firm into liquidation (Harris and Rayi®990). But when these debt providers
have collateral they may lose the incentive to @sertheir power. Hence, the advantage of
debt financing disappears when the collateral value firm’s assets is high, which implies

a negative relation between collateral and delainfomg.

Growth potential

Hypothesis llic: The larger the growth possibilgtief a firm, the lower its leverage.

A firm’s growth potential is assumed to be negadyivelated to its leverage, as firms
fear that debt financing might limit the growth @pfunities they have (Myers, 1977). Firms
with high price-to-book (PTB) ratios are believeditave more (future) growth possibilities.
Consequently, the PTB ratio (or market-to-bookajatias been widely used in previous
research as a measure of a firm’s growth opporasm{ddam and Goyal, 2008). We use this

proxy as well. Firms with high PTB ratios face hegltosts of financial distress and in turn,
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as follows from the static trade-off theory, argeoted to take on less debt. Empirical
research has found a significant negative relatietween a firm’'s growth opportunities,
proxied by the PTB ratio, and its leverage (Rajad &ingales, 1995; Frank and Goyal,
2004). Demiroglu and James (2007) found a sigmificeegative relation between growth

prospects and the amount of leverage used in buiy@urtcing.

Tax rate
Hypothesis llld: The higher the corporate tax redefirm faces, the higher its
leverage.

An expected positive relation between the corpotate rate and the (relative)
amount of debt follows directly from the staticdeaoff theory. To empirically assess this
hypothesis, a measure for the marginal tax rateéded. In prior research various proxies
for the marginal tax rate are employed, among whhehstatutory tax rate. The statutory tax
rate is the official tax rate a firm faces initigllbbefore deductions. In most countries the
statutory tax rates differ according to firm sizés all the ‘classical’ LBO leverage
determinants so far are proxied by public peerattaristics, it fits, accordingly, to use the

statutory tax rates for large firms.

Profitability

Hypothesis llle: The larger a firm’s profitabilitghe lower its leverage.

The static trade-off theory implies that profitafilens take on relatively more debt
financing, in order to compensate for taxes. Howetrgs positive relation is not supported
by empirical research findings. Titman and Wes$&888), Rajan and Zingales (1995),
Fama and French (2002) and Frank and Goyal (2009eport a negative correlation

between profitability and debt financing, which pags the pecking order theory.
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A negative relation between profitability and déistancing fits within the static
trade-off perspective if adaptation costs relatedniaking leverage adjustments are taken

into account (Fischer et al., 1989). Firm profitéypis proxied by return on assets (ROA).

Debt market liquidity

Hypothesis IV: The cheaper the debt, the higherlé¢hverage that is taken on by
(LBO) firms.

The independent variables introduced so far arearhn light of the classical capital
structure theories and supported by substantialireralp evidence. With respect to the
special case of LBO capital structure, a new végiathe liquidity in the debt market, is
introduced into this spectrum of capital structdegerminantsit follows from the market
timing theory that the cost of borrowing might irdhce the amount of debt taken on by
firms. This effect will be especially relevant imetcase of LBOs, where debt financing plays
an important role. It is suggested that when delochieaper, rational profit-seeking PE firms
will take on more leverageTherefore, debt market liquidity, a formalized manrof
describing the ease of getting financing and theephat has to be paid for it, is expected to
affect LBO leverage.

Debt market liquidity can be proxied by the creglitead in the capital market. Credit
spreads, besides compensating for credit risk, dtem the (il)liquidity in the market
(Longstaff et al., 2005; Amato and Remolona, 208830, credit spread is the proxy used
by both Axelson et al. (2007) and Demiroglu and dar(007). Demiroglu and James
(2007) measure credit spread by the spread bet@Besnd AAA bond yields. We use the
spread between BBB and AAA bond yields as a firekyp for debt market liquidity (credit
spread). Axelson et al. (2007) define conditionthimm debt market by ‘the local real interest
rate (LIBOR) plus the leveraged loan spread’. Téeoad part of this definition refers to a
credit spread. Axelson et al. (2007) do not furtepecify how this is measured. The
leveraged loan spread represents the spread itetleeaged loan market, which is the

market for syndicated bank loans (Miller, 200®ata on leveraged loan spreads are
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obtained from Standard & Poor's Leveraged Loan &eviWe include leveraged loan

spread as a second proxy for debt market liquidity.

Primary versus secondary deals

Hypothesis Va: Leverage levels are higher in priynhuyouts than in secondary
buyouts.

LBO deals can be subdivided into primary and seapndeals, where secondary
buyouts are former LBO firms that are bought out dyother private equity firm5.
Practitioners claim that leverage levels in secondaals are on average higher. One reason
is that the first PE sponsor has already realizedhvof the organizational and operational
restructuring potential and therefore the secondifi must resort to maximal leverage in
order to make profit. A second reason could be tiatLBO firm is now financially much
stronger and showing better operating performawbéch allows higher leverage when the

first PE firm exits than when it invested in thafi

Private equity party reputation

Hypothesis Vb: The higher the reputation of thevgieé equity party involved, the
higher the leverage levels in LBOs.

Cotter and Peck (2001) were the first to empincalhderline the important role of
PE funds (referred to as “buyout specialists”) iryduts. Their view was supported and
extended by others, e.g. Kaplan and Schoar (20@8)p find that larger and more
experienced venture capital funds perform bettelbbath the short and the long term. Hence,
reputation may reflect a PE firm’s skills in selagt and monitoring firms. Lenders may
rationally view borrowing to LBO firms sponsored bgputable PE sponsors as less risky.

Furthermore, as argued by Diamond (1989), PE feputation reduces the need for bank
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monitoring in order to limit moral hazard and thallows for more bank debt. Demiroglu

and James (2007) more specifically address théaeship between PE sponsor reputation
and LBO financing. They find that differences inybut leverage are related to the
reputation of the PE fund involved.

Demiroglu and James (2007) measure PE fund repathsi the number of all SDC-
recorded public-to-private and private-to-privateydut transactions that the fund invested
in during the prior three years. In other wordgytldefine fund reputation by fund activity.
In this study, a comparable proxy is used, as Rid fieputation is defined by fund size,
measured by funds raised for direct investmentfuPH sizes are obtained from the 2007 PE
ranking published by Private Equity Internationaaddzine, an international magazine for
the global PE and venture capital industry. Thigazane was the first to rank PE firms by
size using a consistent methodology, listing thenthe amount of capital raised for direct
investment over the past five years. The rankingetoa very large part of the PE market;
the 50 largest funds included accounted for 75qugrof global PE deal activity since 2002
(see Appendix 1).

2.3 The dataset

For the empirical research, a unique, self-consduaataset is employed. This
dataset encompasses detailed information on a fargder of mid-market European LBO
deals and matching public peers. Data collectiai wespect to European buyouts was not
an easy task, as in Europe most information on LBOgpt private. Thanks to access to
private files from merchant bankéXinvolving PE-backed LBO deals in which X actedaas
lender, information could be collected on 126 buytansactions. This subsection first
describes the process of data collection. Nexildresses the issue of whether the LBO data
is representative for the European LBO market, sstaf deals in which X was a lender is

used as a starting point in the data collectiogss.

® Leveraged buyouts of a higher order than seconlayguts (tertiary buyouts and higher numbersyate
included in this research.
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2.3.1 Data collection
LBO data

For the 126 buyout transactions found in X's docotagon, information was
collected regarding deal date, deal location, tgpdBO deal (primary or secondary),
industry (SIC code), PE sponsor involved and théL#hancing package. Most of this
information comes from the deal documentation of The missing information was
completed using the Dealscan and Dealogic datapbesagpany websites of both PE firms
and target firms and online published press refessgarding the dedlsn some cases non-
Euro currencies were reported. These were recaédclilato Euros using historical exchange
rates. With respect to the capital structures, itheally obtained information on debt
instruments used was so broadly categorized that steuctures were reclassified into the
three main debt categories: senior debt, seconcalel mezzanine.

Table 1 provides an overview of our research sample26 LBOs with respect to
locations and deal dates. The LBO dataset obtadoedrs a time period of seven years,
from June 2000 until June 2007. The deals are qoally spread over time but biased
towards the more recent years. Two explanationghierare that, first, the LBO market has
become more developed in recent years, and setimatd]ata files at X are destroyed after
five years unless there is still some activity relgag a deal within these five years, for
example because of a recapitalizafiomhe majority of deals took place in the UK,
Germany, the Netherlands or France.

The analysis of the details of the LBO financinghzges (research questions | and
II) is based on 123 LBOs; three deals were excludewh the initial dataset because for
these deals the details on the financing package wet available or incomplete. The

analysis of the determinants of the capital stmectaf LBOs (research questions lIll, IV and

® X is a merchant bank active in the mid-market segnin North-Western Europe. For confidentialitasens,
its name is not disclosed.

" Press releases on PE deals were found on theteebgiltAssetshttp://www.altassets.net

8 The latter explanation may potentially lead te@kestion problem. In order to rule this out, we éav
performed our analyses as well for the 2003-20®8ample. Results remain qualitatively similar.
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V) is based on 118 LBOs; eight deals were excluzithuse no leverage measures could be

found.

Insert Table 1 About Here

Public peer data

The second step in the construction of our datsséd match the LBO firms to
comparable public firms. Using Thomson One Banlkleese public peers are found by
searching for active public companies from the samentry and with the same industry
classification code (SIC code). Harris and Ravi991) show that firms within the same
industry class have and hold on to specific retatieverage levels over time. Various
industry-specific leverage levels have been docuetehy Bradley et al. (1984), Long and
Malitz (1985) and Kester (1986). Using only the mvy and industry criteria, sometimes
multiple peers result from the search. In thesesa@so company size is taken into account,
in order to limit the public peer group to a maximof three peers. Firm characteristics and
financial information of these public peers areaitd from Thomson One Banker. We
include firm characteristics of public peers as timfo is unavailable for our set of LBO

firms due to their private nature.

Debt market liguidity

The third step in the sample construction is tdecbldata on debt market liquidity.
The credit spread is measured by the quarterlyasppetween BBB and AAA bond yields.
Quarterly data on leveraged loan spreads (oveb&nris obtained from Standard & Poor's

European Leveraged Loan Review.
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2.3.2 Representativity of the dataset and potentiddiases

The fact that X is the starting point for the datdlection might affect the sample’s
representativity for the European LBO market. Xaisnerchant bank in the mid-market
segment in North-Western Europe. This means thatLBO transactions in the dataset
involve medium-sized European LBO deals and theoritgjof deals take place in North-
Western Europe. When comparing the sample withetsjp these features to Standard &
Poor’s statistics on the overall European buyoutketa(Standard & Poor's LCD European
Leveraged Buyout Review 4Q 2007, January 2008&)aiit be concluded that the sample is
representative for the overall European LBO mar&stjn both the sample and the overall
European LBO market there is a bias towards thethNWestern European countries.
Furthermore, the average sample deal sizes clossdynble the average deal sizes of overall
European initial and secondary buyouts.

X is involved as a lender in all of the buyouts,stfyp as a participant with another
bank as the lead arranger, but also as the leadgar. Following Sufi (2007), there are
three differences between deals in which the barklead arranger and deals in which the
bank is a participant lender. First, the lead agearestablishes and maintains the relationship
with the borrower while the participant lender has “arm’s-length” relation with the
borrower (via the lead arranger). Second, leachgaws typically hold a larger share of the
loan, and thirdly, lead arrangers have more negotiaights. As these differences are all of
administrative nature, it seems unlikely that thelusion in the sample of deals in which X
has a lead arranger role would create a bias t@n&isifinancing choices. Nevertheless, a
possible bias towards X’'s financing choices in tead arranger deals is examined by
introducing a dummy for the lender role of X inteetregression analysis (see Table
Appendix 2). It follows that the lender role of X¥e&k not affect our outcomes.

Finally, as 58 different lead PE sponsors are valin the sample of 126 buyouts, a
potential bias towards the LBO financing choices ¢imited range of PE funds can be ruled
out. Thus, our sample is not only diverse with eesfo the set of PE firms involved, but
also with respect to the size of these funds. &kispposed to Axelson et al. (2007), whose
sample consists of deals sponsored by the fivesatguyout sponsors only.

19



3. EMPIRICAL RESULTS

This section deals with the research questionsrafy and presents the outcomes.
Subsection 3.1 addresses research questions llahy hnalyzing the typical financial
structure of European LBO transactions and by nmapdevelopments in the financing of
European buyouts over time, respectively. Resequastions Il and IV are discussed in
subsection 3.2, where regression analysis is eragléy find out whether classical capital
structure theories and/or debt market liquidity edetine leverage levels in LBOs.
Subsection 3.3 tackles research question V. Todhd it is tested if the size of the PE

sponsor involved or the type of buyout possiblyuahce LBO leverage.

3.1 The financial structure of LBOs

The financial structure that PE firms choose feirtharget firms is different from the
financial structure employed by public firms. Ma@pecifically, research suggests that the
financial structure of buyouts typically consist$60-80% of debt, as opposed to debt ratios
of 20-30% in public firms (Rajan and Zingales, 1p9%esides the quantity of debt used,
also debt structures are investigated. Subsectiarl Jrovides insight into the typical
financial structure of buyouts and subsection 3dnalyzes the typical financial structure

over time.

3.1.1 The typical financial structure of European lnyouts

This subsection aims at presenting a more detailederstanding of what the
financing package of a typical European LBO acyuddioks like, which is important
considering the complicated nature of LBO financifg this end, an in-depth description of

the financial structure of a typical European buytansaction that is representative for the
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European buyout market with respect to its finagaiharacteristics is providedn Table 2

the financial structure of the buyout is presented.

Insert Table 2 About Here

The total buyout deal value amounted to €1230mchwinas financed by €435m of
equity and €795m of debt. In other words, the faiainstructure of this buyout consisted of
35% equity and 65% debt, which is close to the ayerof our sample. The equity part
consisted of three categories: management equistant equity and subordinated loan
stock. What is more interesting about the finanstiaicture in buyouts is the variety of types
of debt that are used. The senior debt makes upmiwst of the debt (64%). Also, a
substantial tranche of mezzanine debt was attrabMedzanine was divided into two equal
tranches, one with warrants and the other withboth appealing to different types of
investors in the European mezzanine market. Angtbeular type of debt used in LBOs,
second-lien debt, was not used in this transactioshould be noted here that second-lien
debt typically started to appear in buyout finagcin 2004 (Standard & Poor’s, LCD
European Leveraged Buyout Review 4Q 2007, Janud®g)2and our example LBO deal
took place in 2003. In addition to the senior amtgr debt, two types of debt facilities were
attracted: a revolving credit facility and a CAPBEZquisition facility.

When practitioners talk about buyout deals, theg EBITDA multiples, as this
relates debt financing to the firm’s ability to egpdebt. In the case of the example deal, the
main characteristics of the deal in practitionéesins are that the (total) debt multiple is 5.3
and the enterprise value multiple is 8.2. Very highiltiples are considered to describe so-
called ‘aggressive’ financing (referring to highbtie€ombined with low company income)
and low multiples are often regarded as a signnalewvaluation. What is high and what is

low is not that straightforward, but depends on ynfactors, like the size of the buyout, the

° Due to disclosure regulations, the name of theobtitarget and PE firm involved cannot be revealed.
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country where the buyout takes place, the targediastry and the time at which the buyout
occurs. Overall, average buyout multiples are §icamtly higher in the US than in Europe,

stable industries are financed with higher mulgpllean cyclical industries, larger buyouts
are financed with higher multiples than buyoutshwé& smaller deal size and average
multiples vary according to the state of the buymarket. The average debt multiple in
2003 for European buyouts was 4.4 (European Leeeragan Review, August 2007), so it

can be concluded that the financing of the exany@® deal is quite aggressive for that
time. The average 2006 debt multiple for Europeayohts was 6.3.

Axelson et al. (2007) also present an example efctpital structure of a typical
buyout, which has 25% of equity financing and isado their sample average. This is well
below the mean of our sample. The variety of typeslebt used is similar. It should be
noted that their example of a typical buyout inesha secondary deal, which we found to

take on more debt.

3.1.2 Developments in buyout financing

This subsection gives a more general overview effittancial structure of the LBOs
in the sample and addresses changes in the avimageing package over time. As such,
our study pioneers in providing a detailed overvigwhe composition and evolution of the
financing package of European LBOs.

Axelson et al. (2007) were the first to collectasge dataset (153 LBOs) of US and
European LBOs and their financing characteristiostheir investigation of LBO debt
structure, they differentiate between European dSdbuyouts but they do not take the
differences in transaction dates (which range betwi985 and 2006) into account. Average
LBO leverage levels vary over time, implying thdietcomposition of the LBO debt
structure is subject to change according to tinteréfore, an overview of the average LBO
debt structure based on the whole sample is ofdunvalue. We incorporate a time factor by
differentiating according to the year in which theyout was completed.

The analysis can broadly be divided into two pdrtghe first part the use of debt in

the sample is discussed in a more general serise,vdfich, in the second part, a detailed
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analysis of the various components of the LBO edgitructure is given. Next to describing
the composition of buyout capital structure, al$mnges in the average LBO financing
structure are examined, by comparing the buyoutspteted in the 2000 to 2003 period to
buyouts completed in the 2004 to 2007 pefiodo this end, unpaired t-tests are performed,
testing the null hypothesis that the averagesetwo groups are equal.

Table 3 provides an overview of the overall usedebt in the sample, describing
how much debt (as a percentage of total capitaloeen used in the financing of LBOs over
the years and what categories this debt consiste®aith mean and median values are
provided. Considering the relatively small sampte sthe median values are expected to be
more reliable than the means. The use of debt yodtufinancing slightly increased over
time, from about 68 to 71 percent of total capitddwever, this increase is not significant.
The low availability of data on this variable fdret years 2000 to 2002 could play a role
here. As for the debt categories, throughout trersysenior debt has always taken up the
largest part of debt financing, amounting to akiuto 79 percent of total debt. Senior debt
financing remained very popular and has slighthsi@nificantly) increased. Junior debt
takes up about 15 to 18 percent of total debt,thaete seems to be no clear upward or
downward trend over the years. Most buyouts (8% make use of debt facilities, but
the overview shows a decline (although not sigaiiit} in the amount of debt facilities from
about 15 percent in the 2000 to 2003 period to &oto 7 percent in 2007. Debt to
EBITDA levels have risen significantly, from a meai.53 to 5.35.

Insert Table 3 About Here

While most of the above changes are not signifidaking a closer look at the trends
in LBO financing structure confirms significant éwtons within these categories. Table 4

provides an overview by year of the mean and medsdmes of the different types of debt

1 The choice of these two groups can be motivatddlmsvs. First, it cuts the data sample in halftwiespect
to years. Second, 2004 to 2007 was a period opgirawth in the buyout market, as opposed to tlaively
calm and steady buyout market in 2000 to 2003.
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instruments used. There has been a significantngech the use of Term A loans in
combination with significant increases in the u$eferm loans B and C. This could be
explained by the difference between Term A loansu®e Term B and C loans. In the
syndicated loan market, Term A loans are sold ¢éonfoercial) banks, while Term B and C
loans are sold to institutional investors (Mill2D06). The exhibited trend therefore
represents an increased popularity of the institiati debt market. The analysis in Table 3
gave an inconclusive outcome with respect to theeld@ment of the junior debt category.
As shown in Table 4, this is the result of the agpg trends of the two types of debt within
this category. While the use of mezzanine financiegreased slightly over the years, a new
type of junior debt, second lien debt, enteredBEbeopean market from 2004 onwards (see
Standard & Poor’'s LCD European Leveraged Buyouti@®ewvQ 2007). Second lien debt
use increased from O percent in the 2000 to 2068¢ep to about 8 percent in 2007. The
first second-lien debt used in the data samplefaraa buyout deal completed in September
2004. Finally, the decreasing trend with respecth® category of debt facilities can be
explained by a significant decline in the amouriitsegolving credit facilities employed.

Our results can be extended to explain the devedopsnin the European LBO
market in general, as we have verified that ouasktt adequately reflects the European
buyout market, by comparing the yearly debt stmectomposition of our dataset to that of
the European buyout market, as recorded by StanflaRbor’'s (Standard&Poor’'s LCD
European Leveraged Buyout Review). Both groupskeian almost identical composition
of LBO debt structure throughout the years.

Our outcomes are in line with Demiroglu and Jan®#307). Their sample of US
PTPs has a somewhat lower average equity percenfag@-35% but the composition of
debt shows similar evolutions: traditional bank tdebvolving credit lines and Term A loans
became less popular over time, whereas seconddibhand Term B loans were being used

more frequently.

Insert Table 4 About Here
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3.2 Determinants of LBO leverage

In this section research questions Il and 1V atdrassed. We first test for potential
multicollinearity problems. The correlation matiix Table 5 shows that our regressors are
not highly correlated. This is confirmed by an gsa& of unreported VIF inflation factors.
Table 6 presents the descriptive statistics foregjtession variables. The average LBO firm
in our sample has sales of 456 mio euro, a prideetik ratio of 4.08 and a return on assets
of 9.55%. It has on average 28.41% of fixed assetax rate of 29.95%, a credit spread of
0.81% and a leveraged loan spread of 2.83%. The mebt to assets ratio is 70% for our
sample of LBO firms and 29% for our control samgligublic companies. The average debt
level corresponds to a Debt/EBITDA multiple of 52 LBO firms and 1.33 for the control

group of listed firms.

Insert Table 5 & 6 here

3.2.1 Comparison of leverage levels

If the capital structure choice for LBOs is compmeato that of public firms, it
follows that leverage levels of LBO firms and matdhpublic firms should be positively
related. This can easily be tested by regressin@ l&erage on public peer leverage, as is
done by both Axelson et al. (2007) and Demirogld @ames (2007). However, both
empirical studies do not find a significant relagbip. The evidence presented in Table 7
confirms these findings. For all leverage measyi2sbt/EBITDA, Ln Debt/EBITDA,
Debt/Capital}* there is no significant relation between the lagerlevels of LBOs and their
public peers. Moreover, regressing LBO leveragepohlic peer leverage produces very

weak regression models.

1 As a robustness check, we also performed all ssigre analyses of this section and the next sectising
Senior Debt/EBITDA, Ln Senior Debt/EBITDA and Senidebt/Capital. Using these alternative leverage
measures does not influence our findings.
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A possible explanation for not finding a signifitarelationship is that leverage
choices made at the moment of completion of theobuyransaction concern temporary
leverage levels, as opposed to the steady longeverage levels chosen by public firms
(Demiroglu and James, 2007). However, this possildilas been thoroughly examined by
Axelson et al. (2007). No relation was found betwgdanned future LBO leverage and
matched public firm leverage or between LBO leveramd the leverage of ‘up-to-date’
public peers, i.e. public peers that recently adgistheir leverage. An alternative
explanation for this outcome is that capital stuuetdecisions of LBOs and public peers are

based on different motivations. This possibilitaddressed in the following subsections.

Insert Table 7 About Here

3.2.2 The classical capital structure theories andBO leverage

To test whether the classical capital structurerike hold for public firms and LBO
firms alike, we regress both LBO leverage and pupker leverage on a set of classical
leverage determinants. The research process cdivided into two parts. First, we perform
a regression analysis regarding the control grobpublic peers to check whether the
selected variables adequately explain leveraget, Nexregress LBO leverage on the same
leverage determinants. The regression resultsdegathe control group of public peers are
summarized in Table 8. It can be concluded thatcthssical capital structure determinants
indeed have explanatory power with respect to Eyerevels in public firms. Firm size,
profitability, growth potential and collateral ass@lue all have a significant effect on firm
leverage. Best results are obtained when levesageeasured by the (Ln) debt to EBITDA
multiple. Only the tax rate does not appear to bsignificant influence, regardless of the
leverage measure chosen. This could be explainedebfact that our proxy for the tax rate,
the statutory corporate tax rate, might substdntdiffer from the actual corporate tax rate
which firms face. The signs of the coefficients allebut one in line with our hypotheses.
The expected positive relation between firm size #verage is not confirmed by the

regression results. Instead, a (significant) negatlation is found.
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Insert Table 8 About Here

Table 9 presents the regression results on LBOrdgeeand the same classical
capital structure determinants. Regression outcamegpresented with respect to all three
leverage measures. For the third regression asalysiere leverage is proxied by debt to
total assets, the model as a whole is not sigmifiCBhe other two regression models are also
not very strong, especially not when compared éophblic peer regression models. As for
the various classical capital structure determganone of the variables that exhibited a
significant effect on the public peers is signifitéor the LBOs. Only the corporate tax rate,
which did not have any explanatory power in theljgylreer group, emerges as a significant
determinant of LBO leverage. However, a negativsteiad of the anticipated positive
relation between tax and leverage is found. We loalecthat leverage in LBOs cannot be

explained by the same variables as leverage in amabfe public firms.

Insert Table 9 About Here

3.2.3 Debt market liquidity and LBO leverage

Our results show that average debt multiple leirelsBOs change over time. This
implies that there might be a time related fachat tinfluences the leverage choice. In line
with this, practitioners claim that leverage isven by debt market liquidity. This idea is
formalized in the fourth research sub question. flated hypothesis is that cheaper debt,
which is translated into lower credit spreads awdelr leveraged loan spreads, corresponds
to higher debt levels. While this liquidity efféstthought to play a role in all types of firms,
it is expected to be strongest in the case of LB®sn the important role of debt financing
in LBOs.
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First, this liquidity effect is tested with respéctthe public peer group. To this end,
the debt market liquidity measures are entered tinéoregression model of the previous
subsection (see Table 10). The influence of thesatal firm characteristics on leverage
largely remains the same. However, the outcomesodsupport the debt market liquidity
hypothesis. The leveraged loan spread has no isignif effect on leverage and the
coefficient for the credit spread has a signifibapbsitive coefficient, which is in contrast
to expectations. For instance, Graham and Harve@l(Rindicate that executives view the

level of interest rates as a critical factor initlvapital structure decisions.

Insert Table 10 About Here

Next, the explanatory power of the debt market @k is tested with respect to
leverage in LBOs. We add proxies for debt marketditions to the classical regression
model in Table 11. Again, the inclusion of debt kedrconditions does not alter the
previously documented non-significant influence tfe classical capital structure
determinants on LBO leverage. However, we proviggpsrt for the debt market liquidity
hypothesis, as the leveraged loan spread showsyasignificant negative relationship to
LBO leverage. The credit spread is insignificant @énfirm that capital structure choice in

LBOs is affected by prevailing debt market conaiio

Insert Table 11 About Here
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3.2.4 LBO deal type/PE sponsor reputation and LBOelverage

As formalized in our fifth research question, thection studies whether two more
factors have any explanatory power for the capttaicture choice in LBOs: the type of deal

(primary versus secondary) and the reputatione@f player involved.

Primary versus secondary deals

In Table 12, we enter a dummy for the type of dpéamary versus secondary) into
the regression analysis. We find that leveragel$eaee significantly higher for secondary
deals, whereas Axelson et al. (2007) find no d#ifees between primary and secondary

deals.

Insert Table 12 About Here

Private equity party reputation

In order to test whether PE reputation influenc&OLleverage, our sample is
divided into groups based on the size of the (I&¥g)und involved. Dummies are entered
into the regression analysis accordingly. The sangkplit in one group of LBOs led by a
top-50 size (large) PE fund and another group dDkBot led by a top-50 size (small) fund.
Table 13 presents the results. LBO leverage isfggntly higher in deals sponsored by the
top-50 size PE funds. Consequently, more reputBBlesponsors can attract more leverage
for their LBO deals.

Insert Table 13 About Here
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4. CONCLUSION

4.1 Discussion

LBOs are characterized by their intensive use dit dmancing. High leverage is
crucial because of the limited equity PE funds stybut theory suggests that debt financing
also serves many other roles, like its disciplinag for the target firm and its role as a tax
shield. On the other hand, debt involves disadwe#alike increased bankruptcy costs and
reduced financial flexibility. The established dapistructure theories claim that these and
other factors drive the financing choice in LBOsowéver, practitioners think differently
about what drives the leverage levels in LBOs. Tiheleve that LBO leverage is driven by
the prevailing liquidity in the debt market.

To find out what truly drives leverage in LBOs, Wave collected a unique research
sample of 126 European PE sponsored buyouts cardplettween June 2000 and June
2007. We have analysed the capital structure dethithese LBOs. On average, 71 percent
of buyout financing consists of debt. Over times fercentage has increased insignificantly.
Within this debt package, changes have taken phatie respect to the debt instruments
used. Regarding senior debt financing, the impegaof Term loan A has diminished in
favour of Term loans B and C, implying a trend todgathe institutional debt market.
Regarding junior debt financing, the use of mezzarinancing decreased slightly over the
years, while a new type of junior debt, second debt, entered the European market from
2004 onwards.

Next, we examine the explanatory power of a breadje of variables with respect to
European LBO leverage. We find that determinantsveld from the classical capital
structure theories cannot explain leverage in LB@sle they do so significantly in the case
of a set of comparable public firms. On the otheamdy debt market conditions do not impact
public peer leverage, but they are significanthated to LBO leverage. Thus, as suggested
by practitioners, the capital structure choice wibpect to LBOs is heavily influenced by
the prevailing conditions in the debt market. Wheadit conditions loosen, LBOs use
relatively more debt, suggesting that PE firms nadyact more debt when perceived

financial flexibility is higher. We also find théite involvement of a reputable PE fund in a
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buyout results on average in higher leverage leWRé¢puted PE sponsors are more capable
of obtaining high leverage for their target firnThey can create value by providing their
portfolio firms with more financial flexibility wiah allows to take on more debt. Secondary
LBOs also show higher leverage levels. Our redoltdeterminants of capital structure in
European LBOs are largely in line with (US) findsng@f Axelson et al. (2007) and
Demiroglu and James (2007).

4.2 Limitations and avenues for further research

A first limitation arises from the research sampked. The collected data comes
from LBO deals in which merchant bank X was invalvé possible solution to this bias
would be to collect a larger data sample stemmnognfmultiple and independent data
sources. Yet, we feel that any potential bias wdwgte a limited impact on our results.
First, our dataset is representative for the EumopeBO market according to S&P's
statistics. Second, 58 different PE players arelirad in our LBO deals, which makes it
unlikely that X’s involvement in a deal would affeleverage levels. Third, we find no
difference between deals where X was a lead orleathlender. Another way to improve
our study would be to enlarge our sample size anchdlude pre-LBO financials of the
buyout firms for classical capital structure theeriables instead of proxying them by
matched public firm financials. However, information pre-LBO financials is notoriously
hard to find. These limitations open up many paédmtvenues for further research.

Another bias may arise from the natural market bigreents that could not all be
taken into account. As is claimed in the 2007 Sgdssue on Private Equity of the Journal
of Applied Corporate Finance, innovations in therkeg such as activities of PE funds and
the innovation of the credit risk mitigation tectwmés, have reduced the costs of
reorganizing companies. This makes leverage ratiosease and costs of borrowing
decrease (Altman, 2007). It also leads to the @quest there is another factor at work
behind debt market liquidity. What makes debt matkpiidity vary so much over time?
Next, one particular outcome of this paper is fastthg: when debt becomes cheaper, why
do public firms not react like PE firms and incrediseir leverage?
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These issues call for further analysis. Finally,wibuld be very interesting to
empirically study whether the extensive amount ebtdused in LBOs reduces financial
flexibility. If so, it would be worthwhile to invemgate to what extent this is the case and how

PE sponsors deal with this.
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TABLE 1

Overview of locations and deal dates of LBO resealncsample

This table presents an overview of the locations ¢buntry) and the deal dates (by year) of the anede
sample of leveraged buyouts. The year 2007 con¢kerrst half of the year as the dataset onlyuides deals
until June 2007.

2000 2001 2002 2003 2004 2005 2006 2007 Total

UK 1 4 2 2 6 6 11 1 33
Germany 2 1 3 3 8 9 6 2 34
France 2 2 3 2 2 4 15
Netherlands 1 1 3 4 7 6 22
Belgium 2 2 1 5
Denmark 2 2 4
Sweden 1 1 1 1 4
Ireland 1 1 2
Switzerland 1 1
Finland 1 1
Norway 1 1
Spain 1 1
Italy 2 2
Austria 1 1
Total 5 8 9 12 24 25 36 7 12€
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TABLE 2

The financing structure of a typical LBO

This table presents the details on the financingctire of a typical leveraged buyout deal. Thetfgolumn
presents the details of the financial structurevbich the table reports. The second column reghgsamounts
in million Euros. The third column reports the eptese value multiple, the equity multiple, thealotlebt
multiple and the senior debt multiple, respectivdlie fourth column provides information on theagment
terms of the debt. The fifth column reports infotioa on the pricing of the debt. The abbreviatimstands
for basis points (over Euribor). Sources: X’'s ddatumentation and own calculations.

Amount EBITDA Repayment Pricing (spread over
(million €) multiple term (in years) Euribor)

Enterprise Value 1225 8.2
Total Equity 43C 2.8

(=35%)
Management equity 25
Instant equity 2.5
Subordinated loan stock 42~
Total Debt 795 5.3

(=65%,
Total Senior Debt 51C 34
Term Loan A 250 7 225bp
Term Loan B 130 8 275bp
Term Loan C 13C 9 325by
2nd Lien 0
Mezzanine 165 Two tranches
Total debt facilities 12C
Revolving credit facility 50 7 225bp
Capex/Acquisition facility 70 7 225by
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TABLE 3

Developments in buyout financing, broad statistics

This table presents broad statistics on the cagfitatture of the sample of 123 European buyouts;iwwere
completed between June 2000 and June 2007. Theeifgist rows report means and medians by year for a
range of leverage ratios that are specified incttlamns. The following two rows report the averafmsthe
first four years and the last four years, respetyivin the last two rows the value of the variteigerage ratios
between two time periods are compared; the dineaifdhe time trend is reported (by + and — sigrg] the p-
value of the t-test statistic (unpaired t-test) floe significance of the time trend is reported* "and ***
indicate significance levels of 10%, 5% and 1% lgveespectively.

Total Debt to Senior Debt to Junior Debt to | Debt Facilities to| Dbt to EBITDA
Year Capital Total Debt Total Debt Total Debt

Mean Median| Mean Median Mean Median Mean Median MeaMedian
2000 - - 70.59% 73.07% 16.29% 7.48% 13.12% 13.65% 3.86 .00 4
2001 - - 71.29% 66.71% 16.18% 16.47p6 12.54% 11.95% 5.255.50
2002 - - 62.89% 61.67% 16.70% 19.186 20.41% 20.00% 4.384.79
2003 67.85% 68.009 71.58% 72.25%0 12.60% 16.88% 15.82%87%| 4.62 4.61
2004 71.44% 71.179% 69.98% 69.320% 15.30% 17.50% 14.71%97%| 4.51 4.30
2005 70.59% 70.919% 75.80% 73.31% 14.39% 17.87% 9.81% 198.9 5.08 5.10
2006 69.51% 71.249% 66.75% 66.67% 16.87% 17.55% 16.38%63%| 6.07 5.78
2007 71.97% 71.43% 75.74% 79.11% 16.76% 20.00% 7.50% 5%.7 5.75 5.80
AVG
'00-'03 67.85% 68.009% 68.21% 68.42% 16.14% 15.00% 15.66%12%| 4.53 4,72
AVG
'04-'07 70.88% 71.199%4 72.07% 72.10% 15.83% 18.23% 12.10%57W| 5.35 5.24
Time
trend
2000-2003
VS.
20042001 (+) *) (+-) ) ()
p-value 0.587 0.489 0.883 0.551 0.005
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Table 4: Developments in buyout financing, detailedtatistics
This table presents broad statistics on the cagitatture of the sample of 123 European buyoulsctwwere completed between June 2000 and June
2007. The first eight rows report means and medigngear for a range of leverage ratios that aeeifipd in the columns. The following two rows repo
the averages for the first four years and theflast years, respectively. In the final two rows treue of the various leverage ratios between ime t
periods are compared; the direction of the timadres reported (by + and — signs) and the p-vabfethe t-test statistics (unpaired t-test) for the
significance of the time trend are reported. * fida** indicate significance levels of 10%, 5% ah® levels, respectively.
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Term Loan Ato | Term Loan Bto | Term Loan C to Mezzanine to | Second Liento| RCF to Total Capex to Total
Year Total Debt Total Debt Total Debt Total Debt Total Debt Debt Debt
Mean Median | Mean Median| Mean Median | Mean Median | Mean Median | Mean Median | Mean Median
2000 | 48.36% 48.63%| 18.95% 22.02%| 3.27% 0.00%| 16.29% 7.48% | 0.00% 0.00% | 13.12% 13.65%] 0.00% 0.00%
2001 | 46.04% 46.39%| 18.38% 17.16%]| 6.87%  1.58%| 16.18%16.47%| 0.00% 0.00% | 12.54% 11.95%] 0.00% 0.00%
2002 | 30.39% 29.81%| 17.21% 17.55%]| 15.29% 16.67%| 16.70% 19.18%]| 0.00% 0.00% | 17.27% 13.70%] 3.14% 0.00%
2003 | 36.70% 35.05%| 17.73% 16.91%]| 17.15% 16.38%| 12.60% 16.88%]| 0.00% 0.00% | 12.79% 13.85%] 3.03% 0.00%
2004 | 33.73% 34.66%| 19.23% 17.86%]| 17.03% 17.10%| 14.44% 15.80%| 0.86% 0.00% | 9.86% 10.69%4.85% 0.00%
2005 | 30.62% 28.57%| 25.94% 23.92%]| 19.24% 21.20%| 11.12% 14.46%| 3.27% 0.00% | 8.08%  7.13% 1.73%0.00%
2006 | 23.68% 21.16%| 23.68% 22.92%]| 19.39% 20.96%| 13.51% 15.46%]| 3.35% 0.00% | 12.25% 7.11% | 4.13% 0.00%
2007 | 17.37% 18.38%| 28.96% 28.63%]| 29.41% 28.63%| 8.38% 11.079%4 8.38% 7.11% | 4.21% 451% 3.29% 0.00%
AVG
'00-
'03 39.24% 39.97%| 18.32% 18.41%] 10.65% 8.66% | 16.14% 15.00%]| 0.00% 0.00% | 14.12% 13.29%] 1.54% 0.00%
AVG
'04-
'07 26.35% 25.69%| 24.45% 23.33%| 21.27% 21.98%]| 11.86% 14.20%|3.97% 1.78% | 8.60% 7.36% 3.50% 0.00%
Time
trend
2000-
‘03
VS.
2004-
‘07 (_)*** (_+_)*** (+)*** (_) (+)*** (_)** (+)
p_
value 0.000 0.004 0.001 0.211 0.004 0.047 0.219
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TABLE 5

Correlation matrix

This table reports the correlations between théwuarindependent variables. The following abbreéoiet are
used: LNSALES = the natural logarithm of sales, PTBhe price-to-book value, ROA = the return onetss
FIXED = the ratio of fixed to total assets, TAX betcorporate tax rate, CREDITSPR = the credit shraad
LEV.LOANSPR = the leveraged loan spread.

CREDIT  LEV.LOAN
LN SALES PTB ROA FIXED TAX SPREAD SPREAD
LN SALES 1
PTB -0.033 1
ROA -0.059 0.049 1
FIXED -0.027 0.14:2 -0.211 1
TAX -0.150 -0.013 -0.007 -0.016 1
CREDIT -0.061 0.26( -0.08¢ 0.27¢ 0.28¢ 1
SPREAD
LEV.LOAN -0.032 0.122 0.027 0.093 0.189 0.405 1
SPREAD
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TABLE 6

Descriptive statistics

This table reports descriptive statistics for thgression variables. Panel A reports the desceiatistics for
the dependent variables for both the LBOs and tiippeer group. Panel B reports the descriptiséistics for

the independent variables. The following abbrewiai are used: LNSALES = the natural logarithm désa
PTB = the price-to-book value, ROA = the returnassets, FIXED = the ratio of fixed to total assésX = the

corporate tax rate, CREDITSPR = the credit spraad,LEV.LOANSPR = the leveraged loan spread.

Panel A: Descriptive statistics for dependent vialés

LBOs Public Peers
DEBT / DEBT/ DEBT/ DEBT /
EBITDA CAPITAL | EBITDA CAPITAL
Mean 522107  0.7012( | 1.3325¢  0.2931¢
Median 5.30000 0.70828 0.65334 0.23760
Maximum 9.00000 0.90963 8.78216 0.95650
Minimum 2.7000( 0.4204¢ 0.0068:  0.0019(
Observations 114 74 112 111
Panel B: Descriptive statistics for independentiailes
LNSALES PTB ROA FIXED TAX CREDITSPR LEV.LOANSPR
Mean 6.12436 4.08446 9.55145 28.40919.9593 0.80697 2.82580
Median 5.80715 2.52000 7.90000 28.47%D.0000 0.65634 2.82477
Maximum 108701 10210C 81.650C 80.600C 37.800(C 2.0200C 3.0122:
Minimum 2.05027 0.2100( 0.0800C 0.58667 12500( 0.5405¢ 2.5354(
Observations 117 117 117 118 118 118 118
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TABLE 7

LBO leverage and public peer leverage

This table reports OLS regressions of LBO leveraggublic peer leverage, using different measu@Bsbebt
to EBITDA, (2) the natural logarithm of Debt to EB)A and (3) Debt to total capital or total asseis fBOs
and public peers, respectively. Regression coeffisi and relevant statistical measures are repdrtsthtistics
are reported in parentheses. *** and *** indicdtat coefficients are significantly different froeero at the
10%, 5% and 1% levels, respectively.

(1) LBO Debt / EBITDA|(2) LBO Ln Debt / EBITDA|(3) LBO Debt / Capital
Public Co. Debt/EBITDA 0.03
[0.50]
Public Co. Ln Debt/EBITDA 0.00
[-0.14]
Public Co. Debt/Assets -0.05
[-1.35]
Constant 5.17 1.63 0.71
[36.02]*** [69.09]*** [49.11]***
# Obs. 108 108 70
R? 0 0 0.01
F-stat 0.25 0.02 1.83
Prob(F-stat] 0.62 0.89 0.18
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TABLE 8

Regression of public peer leverage on ‘classicaleterminants

This table reports OLS regressions of public peeelage, as measured by (1) Debt to EBITDA, (2)néueral
logarithm of Debt to EBITDA and (3) Debt to totatsets, respectively, on the ‘classical’ capitalctre
determinants firm size, collateral, growth potelntiarporate tax rate and profitability. Regressomefficients
and relevant statistical measures are reportedatistics are reported in parentheses. *,** and irtlicate that
coefficients are significantly different from zembthe 10%, 5% and 1% levels, respectively.

(1) Debt / EBITDA (2) Ln (Debt / EBITDA) (3) Debt/ Total assets

Firm size -0.3329*** -0.4178*** 0.0215*

(-4.0971) (-5.4839) (1.6884)
Collateral 0.0135* 0.0106 0.0041***

(1.6816) (1.3921) (3.1617)
Growth potential 0.0088 -0.0238* -0.00267

(0.4669) (-1.7285) (-1.1538)
Corp. tax rate 0.0292 0.0239 0.0003

(0.7703) (0.6772) (0.0493)
Profitability -0.0231** -0.0686*** -0.0011

(-2.5637) (-4.3044) (-0.4130)
Constant 2.5727* 1.5536 0.0546

(1.9160) (1.2172) (0.2558)
F-statistic 6.5197 11.5295 2.8280
Prob(F-statistic) 0.0000 0.0000 0.0195
R-squared 0.2369 0.3522 0.1187
Adj. R-squared 0.2005 0.3217 0.0767
# Observations 112 112 111
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TABLE 9

Regression of LBO leverage on ‘classical’ determimds

This table reports OLS regressions of LBO leveragge measured by (1) Debt to EBITDA, (2) the natural
logarithm of Debt to EBITDA and (3) Debt to totatsets respectively, on the ‘classical’ capital cttrce
determinants firm size, collateral, growth potelntizrporate tax rate and profitability. Regressomefficients
and relevant statistical measures are reportedatistics are reported in parentheses. *,** and irtlicate that
coefficients are significantly different from zembthe 10%, 5% and 1% levels, respectively.

(1) Debt / EBITDA (2) Ln (Debt / EBITDA) (3) Debt/ Total assets

Firm size -0.0707 -0.0143 0.0006

(-1.1364) (-1.2071) (0.1090)
Collateral -0.0081 -0.0014 0.0003

(-1.3213) (-1.1645) (0.5916)
Growth potential -0.0153 -0.0036* 0.0017

(-1.4013) (-1.7227) (0.2309)
Corp. tax rate -0.0673** -0.0140** -0.0028

(-2.3979) (-2.6198) (-0.9867)
Profitability -0.0179 -0.0032 -0.0003

(-1.5944) (-1.4869) (-0.2551)
Constant 8.1232%** 2.2176*** 0.7711%**

(7.9529) (11.401) (7.8765)
F-statistic 2.39378 2.7209 0.3242
Prob(F-statistic) 0.042281 0.0235 0.8967
R-squared 0.100605 0.1128 0.0236
Adj. R-squared 0.058577 0.0713 -0.0492
# Observations 113 113 73
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TABLE 10

Regression of public peer leverage on ‘classical tdéeminants’ and debt market liquidity

This table reports OLS regressions of public peeelage, as measured by (1) Debt to EBITDA, (2)néueral
logarithm of Debt to EBITDA and (3) Debt to totadsets respectively, on both the ‘classical’ capstalcture
determinants firm size, collateral, growth potent@orporate tax rate and profitability, and thebdenarket
liquidity, as measured by credit spread and leetdgan spread. Regression coefficients and retestatistical
measures are reported. T-statistics are reportegaientheses. *** and *** indicate that coefficisnare
significantly different from zero at the 10%, 5%dal®s levels, respectively.

(1) Debt / EBITDA

(2) Ln (Debt / EBITDA)

(3) Debt/ Total assets

Firm size -0.3560**  -0.3572** | -0.4162***  -0.4172*** 0.0212* 0.0212*
(-4.5246) (-4.4765) (-5.5713) (-5.5944 (1.6801) .68Ir1)
Collateral 0.0072 0.0106 0.0061 0.0092 0.0047***  0.0044***
(0.8824) (1.3164) (0.7996) (1.2201) (3.5139) (3M99
Growth potential -0.0273* -0.0218 -0.0319** -0.0281** -0.0017 -0.a02
(-1.8557) (-1.4946) (-2.2820) (-2.0608 (-0.7272) -0.9501)
Corp. tax rate -0.0048 0.0114 -0.0015 0.0072 0.0034 0.0024
(-0.1260) (0.3023) (-0.0419) (0.2045) (0.5505) (1% %2)
Profitability -0.0514***  -0.0525*** | -0.0686***  -0.0714*** -0.0011 -0.0007
(-3.123451) (-3.1373) (-4.3858) (-4.5649 (-0.4066) (-0.2581)
Credit spread 0.8311* 0.9404** -0.1144
(1.9245) (2.2929) (-1.6342)
Lev. loan spread 0.9748 2.6059** -0.3299*
(0.8306) (2.3754) (-1.7293)
Constant 3.3466** 0.6784 1.6993 -5.2347* 0.0356 0.9118*
(2.5363) (0.2033) (1.3561) (-1.6783 (0.1679) (280
F-statistic 6.8023 6.1286 10.8701 10.9692 2.8393 2.8998
Prob(F-statistic) 0.0000 0.0000 0.0000 0.0000 0.0134 0.0118
R-squared 0.2799 0.2594 0.3832 0.3853 0.1407 0.1433
Adj. R-squared 0.2388 0.2170 0.3479 0.3502 0.0912 0.0939
# Observations 112 112 112 112 111 111
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TABLE 11

Regression of LBO leverage on ‘classical determingsi and debt market liquidity

This table reports OLS regressions of LBO leveragge measured by (1) Debt to EBITDA, (2) the natural
logarithm of Debt to EBITDA and (3) Debt to totadsets, respectively, on both the ‘classical’ caitaucture
determinants firm size, collateral, growth potent@rporate tax rate and profitability, and thebdenarket
liquidity, as measured by the credit spread anddkieraged loan spread. Regression coefficientsrelegant
statistical measures are reported. T-statisticgeperted in parentheses. *,** and *** indicate ttwefficients
are significantly different from zero at the 109%6 and 1% levels, respectively.

(1) Debt / EBITDA

(2) Ln (Debt / EBITDA)

(3) Debt/ Total assets

Firm size -0.0698 -0.0681 -0.0141 -0.0138 0.0007 0.0004
(-1.1185) (-1.1756) (-1.1913) (-1.2521) (0.1362) .0[®5)
Collateral -0.0073 -0.0054 -0.0012 -0.0008 0.0003 0.0003
(-1.1567) (-0.9433) (-1.0303) (-0.7747) (0.5691) .6(B2)
Growth potential -0.0140 -0.0103 -0.0033 -0.0026 0.0013 0.0019
(-1.2389) (-1.0101) (-1.5720) (-1.3519) (0.2689) .30B4)
Corp. tax rate -0.0633** -0.0456* -0.0134** -0.0098* -0.0029 -0.8p
(-2.1433) (-1.7153) (-2.3818) (-1.9472) (-0.9915) -1.1044)
Profitability -0.0180 -0.0157 -0.0031 -0.0027 -0.0003 -0.0004
(-1.5996) (-1.5030) (-1.4894) (-1.3878) (-0.2791) -0.3650)
Credit spread -0.1463 -0.0218 0.0176
(-0.4335) (-0.3389) (0.2829)
Lev. loan spread -3.44823*** -0.6591*** 0.0714
(-4.1746) (-4.1932) (0.8230)
Constant 8.0935*** 17.077*** 2.2131%** 3.9294*** 0.7592*** 0.5824**
(7.8763) (7.2784) (11.305) (8.7994) (7.0840) (235
F-statistic 2.0110 5.2057 2.2678 5.5495 0.2798 0.3818
Prob(F-statistic) 0.0705 0.0001 0.0424 0.0000 0.9446 0.8881
R-squared 0.1022 0.2276 0.1138 0.2390 0.0248 0.0335
Adj. R-squared 0.0514 0.1839 0.0636 0.1960 -0.0639 -0.0543
# Observations 113 113 113 113 73 73
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Leverage and deal type

This table reports OLS regressions of LBO leveragge measured by (1) Debt to EBITDA, (2) the natural

TABLE 12

logarithm of Debt to EBITDA and (3) Debt to totadsets, on the ‘classical’ capital structure deteamis firm
size, collateral, growth potential, corporate taterand profitability, the debt market liquidity asared by the

leveraged loan spread, and a dummy for the typelezl (O= primary buyouts, 1= secondary buyouts).

Regression coefficients and relevant statisticahsnees are reported. T-statistics are reportecaianpheses.
*** and *** indicate that coefficients are signdantly different from zero at the 10%, 5% and 1%els,

respectively.
(1) Debt / EBITDA (2) Ln (Debt / EBITDA) | (3) Debt / Total assets
Firm size -0.0675 -0.0137 0.0003
(-1.1794) (-1.2618) (0.0559)
Collateral -0.0056 -0.0009 0.0003
(-0.9836) (-0.8206) (0.5839)
Growth potential -0.0085 -0.0022 0.0020
(-0.8355) (-1.1617) (0.4216)
Corp. tax rate -0.0384 -0.0083 -0.0033
(-1.4471) (-1.6518) (-1.1168)
Profitability -0.0146 -0.0025 -0.0004
(-1.4100) (-1.2854) (-0.3749)
Lev. loan spread -3.4697*** -0.6638*** 0.0727
(-4.2540) (-4.2980) (0.8313)
Dummy=1 0.3905* 0.0841** -0.0067
(1.9318) (2.1990) (-0.3433)
Constant 1.6758*** 3.8605*** 0.5840**
(7.2153) (8.7778) (2.3256)
F-statistic 5.1102 5.6196 0.3397
Prob(F-statistic) 0.0001 0.0000 0.9327
R-squared 0.2541 0.2725 0.0353
Adj. R-squared 0.2044 0.2240 -0.0686
# Observations 113 113 73
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TABLE 13

Leverage and PE sponsor size

This table reports OLS regressions of LBO leveragge measured by (1) Debt to EBITDA, (2) the natural
logarithm of Debt to EBITDA and (3) Debt to totatsets, respectively, on the ‘classical’ capitalcre
determinants firm size, collateral, growth potenti@rporate tax rate and profitability, the deldrket liquidity
measured by the leveraged loan spread, and a ddanrthe size of the private equity fund involved: ([Buyouts
that are sponsored by private equity players dioahotbelong in the top-50 of largest private equity fsindi=
buyouts that are sponsored by private equity ptagfetdo belong in the top-50 of largest private equitydshn

PE fund size is taken from The Private Equity In&tional ranking for 2007 as published by PrivatpliBy
International Magazine in its May 2007 Issue. Rssi@n coefficients and relevant statistical measumre
reported. T-statistics are reported in parenthéstsand *** indicate that coefficients are signifantly different
from zero at the 10%, 5% and 1% levels, respegtivel

(1) Debt / EBITDA (2) Ln (Debt / EBITDA) (3) Debt/ Total assets
Firm size -0.0677 -0.0137 0.0005
(-1.1967) (-1.2748) (0.0943)
Collateral -0.0035 -0.0005 0.0002
(-0.6252) (-0.4554) (0.3545)
Growth potential -0.0081 -0.0022 0.0021
(-0.8029) (-1.1521) (0.4382)
Corp. tax rate -0.0471* -0.0101** -0.0030
(-1.8117) (-2.0484) (-1.0335)
Profitability -0.0136 -0.0024 -0.0004
(-1.3305) (-1.2134) (-0.3886)
Lev. loan spread -3.8328%** -0.7320*** 0.075086
(-4.6659) (-4.6815) (0.8661)
Dummy=1 0.4870*** 0.0923** -0.0216
(2.4785) (2.4673) (-1.1071)
Constant 1.7862%** 4.0780%** 0.5793**
(7.7219) (9.2609) (2.3266)
F-statistic 5.5562 5.8547 0.5034
Prob(F-statistic) 0.0000 0.0000 0.8286
R-squared 0.2703 0.2807 0.0514
Adj. R-squared 0.2216 0.2328 -0.0507
# Observations 113 113 73
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TABLE APPENDIX 2

Regression results with dummy lead arranger role

The table reports OLS regressions of LBO leveragemeasured by (1) Debt to EBITDA, (2) the natural
logarithm of Debt to EBITDA and (3) Debt to totatsets, respectively, on the ‘classical’ capitalcre
determinants firm size, collateral, growth potdnti@rporate tax rate and profitability, the deldrket liquidity
measured by the leveraged loan spread, and a ddomtlye lender role of X (0 = participant lenderz1ead
arranger). Regression coefficients and relevartisital measures are reported. T-statistics aported in
parentheses. *,** and *** indicate that coefficisrdare significantly different from zero at the 108% and 1%

levels, respectively.

(1) Debt / EBITDA

(2) Ln (Debt / EBITDA)

(3) Debt/ Total assets

Firm size -0.0717 -0.0701 -0.0147 -0.0144 0.0007 0.0004
(-1.1364) (-1.1979) (-1.2294) (-1.2964) (0.1400) .0822)
Collateral -0.0076 -0.0056 -0.0013 -0.0009 0.0002 0.0003
(-1.1795) (-0.9775) (-1.0850) (-0.8445) (0.5137)  .5476)
Growth potential -0.0141 -0.0104 -0.0034 -0.0026 0.0012 0.0018
(-1.2419) (-1.0158) (-1.5804) (-1.3636) (0.2602) .3853)
Corp. tax rate -0.0640** -0.0463* -0.0136** -0.0100* -0.0029 -0.88
(-2.1484) (-1.7275) (-2.4012) (-1.9751) (-1.0275) -1.1362)
Profitability -0.0183 -0.0160 -0.0033 -0.0028 -0.0002 -0.0003
(-1.6126) (-1.5222) (-1.5252) (-1.4315) (-0.2926) -0.3768)
Credit spread -0.1462 -0.0217 0.0168
(-0.4311) (-0.3369) (0.2701)
Lev. loan spread -3.4495%** -0.6596*** 0.0703
(-4.1584) (-4.1811) (0.8056)
Dummy =1 -0.1065 -0.1149 -0.0340 -0.0356 -0.0203 -0.0197
(-0.2669) (-0.3104) (-0.4481) (-0.5062) (-0.4772) (-0.4644)
Constant 8.1445%** 1.7136%** 2.2294%** 3.9475%** 0.7656*** 0.5909**
(7.7595) (7.2490) (1.1156) (8.7809) (7.0474) (2948
F-statistic 1.7187 4.4377 1.9578 4.7599 0.2695 0.3541
Prob(F-statistic) 0.1123 0.0002 0.0677 0.0001 0.9635 0.9251
R-squared 0.1028 0.2283 0.1154 0.2408 0.0282 0.0367
Adj. R-squared 0.0429 0.1768 0.0564 0.1902 -0.0764 -0.0669
# Observations 113 113 113 113 73 73
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Appendix 1: Private Equity International Ranking 2007

This appendix presents the Private Equity Inteamati Ranking 2007 as published by Private Equity
International Magazine in its May 2007 Issue. Finmese ranked by the amount of capital they raised

for direct private equity investment over the @agears.

1 The Carlyle Group $32.5 billion
2 Kohlberg Kravis Roberts $31.1 billion
3 Goldman Sachs Principal Investment Area $310kill

4 The Blackstone Group $28.36 billion
5TPG $23.5 billion
6 Permira $21.47 billion
7 Apax Partners $18.85 hillion
8 Bain Capital $17.3 billion
9 Providence Equity Partners $16.36 bhillion
10 CVC Capital Partners $15.65 billion
11 Cinven $15.07 billion
12 Apollo Management $13.9 billion
13 3i Group $13.37 billion
14 Warburg Pincus $13.3 billion
15 Terra Firma Capital Partners $12.9 billion
16 Hellman & Friedman $12 billion

17 CCMP Capital $11.7 billion
18 General Atlantic $11.4 billion
19 Silver Lake Partners $11 billion
20 Teachers' Private Capital $10.78 billion
21 EQT Partners $10.28 billion
22 First Reserve Corporation $10.1 billion
23 American Capital $9.57 billion
24 Charterhouse Capital Partners $9 billion

25 Lehman Brothers Private Equity $8.5 billion
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26 Candover

27 Fortress Investment Group
28 Sun Capital Partners

29 BC Partners

30 Thomas H. Lee Partners

31 Leonard Green & Partners
32 Madison Dearborn Partners
33 Onex

34 Cerberus Capital Management
35 PAI Partners

36 Bridgepoint

37 Doughty Hanson & Co

38 Alplnvest Partners

39 TA Associates

40 Berkshire Partners

41 Pacific Equity Partners

42 Welsh, Carson, Anderson & Stowe
43 Advent International

44 GTCR Golder Rauner

45 Nordic Capital

46 Oak Investment Partners

47 Clayton, Dubilier & Rice

48 ABN AMRO Capital

49 Oaktree Capital Management

50 Summit Partners

$8.29 billion
$8.26 billion
$8 billion
$7.9 billion
$7.5 billion
$7.15 billion
$6.5 billion
$6.3 billion
$6.1 billion
$6.05 billion
$6.05 billion
$5.9 billion
$5.4 billion
$5.2 billion
$4.8 billion
$4.74 billion
$4.7 billion
$4.6 billion
$4.6 billion
$4.54 billion
$4.06 billion
$4 billion
$3.93 billion
$3.93 billion

$3.88 billion
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