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Introduction

Davy Corporate Finance Unlimited Company (“Davy Corporate Finance”) is pleased to share
the results of our 2024 Credit Funding survey. Fundraising on behalf of our clients is a core
function of Davy Corporate Finance.

Davy Corporate Finance advises companies at different stages of development on a range
of potential debt capital options including senior secured, junior and equity-linked debt
products. The recent rising interest rate environment, along with the exit of a number of
bank funders from the market, has increased the importance of new credit options and
diversified funding sources.

In January 2024 we surveyed a combination of domestic and international banks, SME

and property-related credit funds, venture debt providers and special situations funders,
all of whom we interact with about Irish funding opportunities - reflecting the depth of
appetite for funding Irish credit risk. Feedback on the Irish credit appetite is very positive.
Despite geopolitical and macroeconomic headwinds, this demonstrates the strength of the
Irish economy, as well as confidence in entrepreneurs, management teams and our legal
framework.

Importantly, the range of funders surveyed is evidence of the appetite for funding across
the capital spectrum, with increasing options available for stretched senior and junior fund-
ing for the right transactions. Credit stress to date appears manageable and the volume of
capital available to Ireland ensures that there are more refinancing options available going
into 2024 than there would have been in the past.

We would like to thank all participants of the survey and we hope you find the results
interesting and worthwhile.
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Shane O’Neill Brendan Boylan Sophie Collins

Head of Debt Advisory Associate Director Senior Associate

Phone: +353 86 828 7453 Phone: +353 83 049 0296 Phone: +353 (1) 6724276
Email: Shane.Oneill@davy.ie Email: Brendan.Boylan@davy.ie Email: Sophie.Collins@davy.ie
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The key
takeaways
of the survey
include:

B 69% of respondents think demand for private
credit in Ireland will increase throughout 2024

B 92% of respondents are seeking to increase
their exposure to Irish credit

m Lenders see Real Estate and Energy & Environment
as most active sectors in Irish credit in 2024

B 44% of lenders see credit stress increasing in the
Irish market in 2024, with only 10% seeing credit
stress falling

B 61% of lenders have an environmental, social and
governance (ESG) lending framework in place

m Most respondents target credit transactions in the
€20m - €75m range

m Median deal sizes are in the €40m area which
aligns with the mergers and acquisitions (M&A)
market

B 62% of respondents believed yield / returns in the
Irish credit market are similar to Europe

m Respondents appeared to underestimate the return
profile of the Irish credit market relative to Europe,
with only 15% of respondents believing Ireland had
a higher return profile to Europe

m Banks target 2-4% credit margins; majority of non-
banks target 6-8%

m 1/4 respondents report that over 75% of their loan

transactions are introduced to them by a corporate
finance advisor

Source: Davy Corporate Finance: Irish Credit Market Survey February 2024



As lenders evaluate their
outlook for 2024 they see
Real Estate and Energy &
Environment being the
most active sectors within
Irish credit.

Refinancing of existing
facilities is expected to
be the most prominent
activity within Irish private
credit markets in 2024.

690/ of lenders think demand for private
O credit in Ireland will increase in 2024

920/ of lenders are seeking to increase
O exposure to Irish credit

2024 Outlook

In the Irish market, what sector(s) do you think will
be most active in credit markets in 2024?*

21% 20%

15%
1% M% 10%
8%
4%
i
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Real Estate Energy & Environment Healthcare & Life Sciences
IT & Communications Infrastructure & Transport
Food & Agriculture Construction Consumer Goods Other

* Respondents could select multiple options

In the Irish market, what funding activities do you
see being most active for private credit in 2024?*

35% — 22%

Refinancing Existing Facilities 35%
@ MsaA Activity 22%
. Expansionary Capital Expenditure 19% —16%
@ Restructuring/Distressed 16%
. Working Capital 8%

8% —
—19%

* Respondents could select multiple options

Lenders have an overwhelmingly
positive view of demand for private
credit in the Irish market.

Subsequently, lenders are seeking
to meet this expected rising need
with 92% of lenders surveyed plan-
ning on increasing exposure to Irish
credit opportunities this year.

Source: Davy Corporate Finance: Irish Credit Market Survey February 2024



Views on Credit Quality and Stress

How do you expect credit conditions to progress in 2024?

—10%

. Of the 44% of respondents who expect more credit stress

in the market:

—6% —6%
46%—
—44% —94% —94%
@ Remainthesame 46% @ 'ncrease margins  94% @ Maintain exposure 94%
@ Morestress 44% Maintain current 6% @ Increase exposure 6%

margins

@ Lessstress 10%

Among those anticipating heighened credit stress in 2024, less than 6% are
considering margin increases as a means to offset the escalated risk levels.

Perception of Perception of
Irish Credit Risk vs Europe Irish Credit Risk vs Europe

3%— 5%

. —10%

46%— B

—62%
@ similar risk profile 82% @ similar risk profile 62%
. Lower risk profile 10% . Lower risk profile 23%
@ Higher risk profile 5% @ Higher risk profile 15%

Not sure 3%

Survey participants provided insights into their perceptions of the Irish credit
market. The data revealed that 82% of respondents perceive Irish credit risk to
be comparable to that of European counterparts, whereas a distinct subset of
10% holds the belief that Irish credit risk exhibits a lower profile compared to
Europe. In contrast, when evaluating the perception of Irish yield/return, only
62% of participants indicated similarity to European levels, with 23% expressing
the view that Ireland offers a lower yield/return profile compared to Europe.

Source: Davy Corporate Finance: Irish Credit Market Survey February 2024
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Lending Criteria in Ireland

What sectors are you active in within Irish credit? *

72%

42% 42%

36%
31% 31%
25%
I I 19%
3% 3%
| ||

Real Estate Industrials Healthcare & Life Sciences
Technology Consumer Food & Agriculture Construction
Financial Services Renewables Other

* Respondents could select multiple options

What factors are most important to your credit/investment committee
when considering a new credit opportunity? *

21% 20%

19%
13% 13%
12%
I 2%
|

* Respondents could select multiple options

Real Estate topped the rankings for
lender activity by sector with 72%
of respondents indicating they
were active in lending against Real
Estate opportunities. Industrials and
Healthcare were the joint second
most active sectors for respondents.

The renewables sector lags far
behind with only 3% of respondents
currently active in the sector in

the Irish market, despite 20% of
respondents expecting Energy

& Environment to be one of the
most active sectors in Irish credit

in 2024.

Leverage

Management Team
Free Cashflow/EBITDA
Available Security
Forecasted Trading
Industry

Other

Current free cash flow (FCF) / earnings before interest, taxes, depreciation, and amortization (EBITDA) and historic trading

Source: Davy Corporate Finance: Irish Credit Market Survey February 2024
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Types of loans offered *

100%

58%
o
28% 25% 25% 25%
8%
. =
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Senior Secured Mezzanine Second Lien Venture Debt
Senior Unsecured Restructuring or Special Situations
Equity Linked Loans Uni-tranche

* Respondents could select multiple options

36%

32%

29%

27% 27%

18%

N%

0%

Less than €6m €5-20m €20 - 50m €50 - 75m €75m +

Bank Non-bank lender or credit fund

Source: Davy Corporate Finance: Irish Credit Market Survey February 2024

In assessing lending criteria within the
Irish market, it was observed that all re-
spondents offered senior secured loans,
followed by mezzanine loans, which
were provided by 58% of participants.
Equity-linked and unitranche loans were
less commonly offered.

Regarding loan size and target transac-
tions, traditional bank lenders demon-
strated a consistent distribution across
various loan size bands exceeding €20
million. In contrast, non-bank lenders
exhibited a preference for the €5-20
million and €20-50 million bands.

Notably, most respondents target credit
transactions in the €20m -75m range.
We note this is similar to the M&A mar-
ket, where median deal sizes are in the
c.€40m range.



Target credit margin (excl. benchmark)

Non-bank lenders typically seek a higher margin

which often compensates for greater risk profile. Loan

structures may have reduced amortization or higher <2% [ 0%
leverage than tradition banks.

It is also noteworthy that non-bank lenders are active 9, — 90%
across a range of margins and are meeting the demand : %

for credit that traditional banks are not covering.
v I "o

Are your typical loans priced

. . ”
at a fixed or variable rate? o [

—18%
8-10% [ 1
10-12% | 4~

18% —

>12% [ 4%

Banks Non-bank lenders

@ Fixed 18%
@ Variable 82%
Covenants and Fees
Do your typical loans contain Do your typical loans include
financial covenants? prepayment / exit fees?
—10% 30%—
— 90% — 70%
@ Ve 90% @ Ve 70%
@ No 10% @ No 30%

Source: Davy Corporate Finance: Irish Credit Market Survey February 2024

Do your typical loans include
make whole provisions?

25%—

44%—

@ Yes 1Year

‘ Yes, > 1Year

@ No

31%

44%

25%



Leverage Considerations

Max leverage (Net Debt : EBITDA) on cashflow business loan

50% 50%

42%

37%

21%

2-4x

Banks Non-bank lenders

0%

4-6x >6x

Max LTV on Real Estate loans

67%

44%

33%

22%
17%

n%

50-60% 60-70% 70-80% >80%

6%

Banks Non-bank lenders

Source: Davy Corporate Finance: Irish Credit Market Survey February 2024
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42% of non-bank lenders indicated
a willingness to lend >6x leverage,
whereas none of the banks surveyed
are prepared to lend at that level.

It is not surprising that traditional
banks (Irish and International) are not
seeking to lend above 6x EBITDA,
however with 42% of non-bank
lenders active in this market, there is
clear demand for higher levered debt
for cashflow businesses.

Non-bank lenders are more likely to
offer higher leverage with 73% able
to offer loans at 570% loan-to-value
(LTV) while 33% of banks are limited
to <60% LTV.



. ESG

ESG considerations have been of increasing importance
to lenders for a number of years and this trend appears to
be continuing. Larger institutions often being the first to
adopt an ESG Framework.

Do you have a ESG Lending Framework

or specific Green, Social or ESG Fund?

@ Ve 61%

. No 39%

— 39%

100% of bank respondents indicated they had an ESG
Lending Framework or fund in place

Do you offer sustainability-linked loans or
preferential margins for ESG-linked loans?

@ Ve 46%
@ o 54%

While more lenders are aligning their loan criteria to ESG
Frameworks, borrowers are not always rewarded with
preferential rates with 61% of lenders employing an ESG
Framework but only 46% offering preferential margins or
sustainability linked loans.

Source: Davy Corporate Finance: Irish Credit Market Survey February 2024




Advisory

What percentage of your loan transactions are introduced to
you by a debt or corporate finance advisor?

Financial Advisor Preference

78%
46%

19%

28% 3% .
—

2% International firm with no Irish presence
International firm with Irish presence
Irish financial advisory firm
5%
Legal Advisor Preference

63%

Percentage of respondents

Percentage of respondents

0%-25% 25-50% 50-75% More than 75%

32%

2/3 of respondents report that 25-75% of their loan transactions are introduced
to them by a corporate finance advisor. 5%

International firm with no Irish presence
International law firm with Irish presence
Irish law firm

Percentage of respondents

Additionally, 78% of participants expressed a preference for engaging with
an Irish financial advisory firm for advisory services, while 63% stated a
preference for utilizing the services of an Irish law firm for legal matters.

Source: Davy Corporate Finance: Irish Credit Market Survey February 2024
Davy Corporate Finance surveyed 40 participants including Irish and International Bank and Non-Bank lenders over the course of two weeks
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Dashwood House
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+44 207 448 8870
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www.davy.ie

in] fJoJo]X]

WARNING: The information in this document is not a recommendation or investment research. It does
not purport to be financial advice and does not take into account the investment objectives, knowledge
and experience or financial situation of any particular person. There is no guarantee that a financial or
investment plan will meet its objectives. You should speak to your advisor, in the context of your own
personal circumstances, prior to making any financial or investment decision.

WARNING: This is classified as a marketing communication in accordance with the European Union
(Markets in Financial Instruments) Regulations 2017.

This document has been prepared by Davy Corporate Finance Unlimited (“Davy Corporate Finance”) and is for the use of the addressee only.
Please note that the document is general in nature and are not intended to constitute tax, financial or legal advice. They do not take account of
your financial situation or investment objectives. Prior to making any decisions which have tax, legal or other financial implications, you should
seek independent professional advice.

This document and the information contained herein are for information only and do not constitute: (i) an invitation or inducement to engage in
investment activity or (ii) an offer, solicitation or invitation by Davy Corporate Finance or any of its affiliates for the sale, purchase of securities
or any of the assets, business or undertaking described therein.

This document has been prepared using sources believed to be reliable and accurate. Neither Davy Corporate Finance, nor any of its directors,
members, employees or any affiliated company accepts liability for any loss arising from the use of this document or its contents. The informa-
tion used in preparing this document was obtained from publicly available sources or proprietary data believed to be reliable .

The information in this document does not purport to be comprehensive and has not been independently verified by Davy Corporate Finance
or any of its affiliates or any of their respective members, directors, officers, employees, agents. No responsibility or liability is accepted by
Davy Corporate Finance or any of its affiliates or by any of their respective members, directors, officers, employees or agents as to or in relation
to the accuracy, completeness or sufficiency of this document or any other written or oral information made available to any interested party or
its advisers or for any loss whatsoever arising from or in connection with use of or reliance on this document and any such liability is expressly
disclaimed.

Davy shall have no liability, contingent or otherwise, to the user or to third parties, for the quality, accuracy, timeliness, continued availability
or completeness of the data, calculations nor for any special, indirect, incidental or consequential damages which may be experienced
because of the use of the data made available herein. References to past performance and estimates used are for illustration purposes only.
Past performance is not a reliable guide to future performance. The articles and their content are proprietary information and products of
Davy and may not be reproduced or otherwise disseminated in whole or in part without Davy’s written consent.

Any commentary in these materials constitutes our preliminary judgment and is based solely on the information received by us before, the
date hereof and is subject to change without notice. We make no representation as to the completeness or accuracy of the information.
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This document does not constitute investment research or a research recommendation.
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Davy Corporate Finance Unlimited Company is regulated by the Central Bank of Ireland. Davy Corporate Finance Unlimited Company is
a Davy Group company and also a member of the Bank of Ireland Group.




