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instruments, which are usually fully prepay-
able without penalty at any time.

Staple financing. Staple financing—or staple- 
on financing—is a financing agreement 
“stapled on” to an acquisition, typically by 
the M&A advisor. So, if a private equity 
firm is working with an investment bank to 
acquire an asset, that bank, or a group of 
banks, may provide a staple financing to 
ensure that the firm has the wherewithal to 
complete the deal. Because the staple financ-
ing provides guidelines on both structure and 
leverage, it typically forms the basis for the 
eventual financing that is negotiated by the 
auction winner, and the staple provider will 
usually serve as one of the arrangers of the 
financing, along with the lenders that were 
backing the buyer.

Subordinated debt. Debt that has subordi-
nated claim on security and payments behind 
senior debt or has no security at all. Types of 
subordinated debt are mezzanine, public 
high yield, and PIK notes (which have certain 
quasi-equity characteristics).

Term loan. This facility is simply an install-
ment loan, such as a loan one would use to 
buy a car. The borrower may draw on the 
loan during a short commitment period and 
repays it based on either a scheduled series 
of repayments or a one-time lump-sum pay-
ment at maturity (bullet payment).

Toggle facilities. This feature provides issuers 
with a “pay if you want” feature that allows 
them to switch off any cash-pay element and 
convert all spread to PIK without consulting 
the lending group.  

Total rate of return swaps (TRS). Under a TRS 
program, a participant buys the income 
stream created by a loan from a counter-
party on margin. Then the participant 
receives the spread of the loan less the finan-
cial cost plus base rate on its collateral 
account. If the reference loan defaults, the 
participant is obligated to buy it at par or 
cash settle the loss based on a markto-market 
price or an auction price.  

Transaction size. Total amount of all debt and 
all equity raised for the transaction.

Transferable recapitalization. Buy-out in 
which the sponsor has the right to sell the 
targeted acquisition to another sponsor with-
out triggering a change of control.

Upfront fee. Fee paid by the arranger to lend-
ers joining the syndicate, tiered so that larger 
commitments earn larger fees. 

Vendor note (aka seller note). A type of financ-
ing provided by the seller of the company. 
An equity-like instrument that is subordinate 
to senior and subordinated debt.

Volume. Sum of all leveraged loans raised 
(first and second lien) within the given 
period; new debt raised only. Therefore, if a 
deal is an amendment to the previous credit 
and no new debt is raised, this will be 
excluded. All amounts are converted to 
Euros using the exchange rate either (1) pro-
vided in the bank book, or (2) spot rate on 
the date of the deal’s bank meeting (our 
proxy for a launch date).

Warrants (on mezzanine). Gives the mezza-
nine lenders the right to purchase equity 
from the issuer at a specific price. Warrants 
potentially provide unlimited upside to 
lenders if the company does really well. 
However, deals that carry warrants have 
lower pricing.

Weighted average institutional spread. 
Average spread of TLb and TLc tranches 
weighted by the size of each tranche, i.e. 
[TLb spread times TLb size/(TLb plus 
TLc size)] + [TLc spread times TLc size/ 
(TLb plus TLl size)].

Weighted average bid. A price at which an 
investor is willing to buy a loan, weighted by 
the par amount outstanding. By definition, 
larger deals will have a stronger influence on 
the average.

Yank The Bank. This clause provides for the 
replacement of a minority nonconsenting 
lender where the majority of lenders are 
in agreement. 

You Snooze, You Lose. This clause excludes 
from the final calculation any lender who 
fails to reply in a timely fashion to an 
amendment request. l


