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Abstract. The purpose of the paper is to explore and analyze of current market trends in the global market of
syndicated lending, characterized its regional structure, identify its specific features and characteristics in different
regions of the world and defining the main directions of further development of the global market of syndicated
lending. Methodology. The research is based on statistical information from public sources from different countries
concerning the development of syndicated loans. Data was also obtained from the websites of leading credit rating
agencies, exploring the development of syndicated lending. Also, in the study of the issue, analytical articles on the
development of syndicated lending in the world were used. Results. The development of syndicated loan market
in recent years is characterized by: rapid growth of the volume and number of transactions; international nature;
determining influence the US and Western Europe to market dynamics; active actions of international financial
institutions in the developing countries markets; simplification of credit agreements conditions; consolidation of
basic parameters of the loan - the total transaction amount and term of the loan. The dynamics of the global market
of syndicated lending and its profitability determines the ratio between the leveraged and investment grade loans,
which development depends on the overall market situation. Based on the analyzed of main factors it was found
that in the short term the market will continue to grow, however quite slowly. Practical implications. Research of the
syndicated loan market makes it possible to understand more about the mechanism of functioning of the modern
financial sector. In our opinion, special attention should be paid to markets in developing countries which have
considerable growth potential. Value /originality. 1t is first time we have grouped countries due to the main aspects
of syndicated lending, such as: the amount of the transaction, loan term, the industry and the share of foreign
capital in the market. The obtained results of research will contribute to a better use of international experience for
building a system of syndicated lending in country, and make possible transforming it into an effective instrument
of financing the real economy.
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1. Introduction

Syndicated lending has become increasingly popular
at the present stage of development of global economic
relations. Along with the issue of shares and bonds,
syndicated loans have become a powerful source of
financing of the current activities and the implementation
of large-scale investment in the development of economic
entities. The largest loan agreements determining the
further development of transnational corporations are
taking place on the market of syndicated lending. These
circumstances determine the relevance of the research of
problems related to the optimization of commercial banks
lending for the development of syndicated lending. At the
same time, studying of issues related to the organization
of this type of lending intensified under the influence of
globalization and the asymmetries of development of
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financial markets, increasing competition, both in the
domestic and global banking space. Building an effective
system of syndicated lending requires active use of foreign
experience. At the same time, foreign approaches should
be used extremely carefully, taking into account, as the
national features of construction of the banking system,
and features countries with extensive using of syndicated
loans. Among the foreign and domestic scientists, there
are many scholars who examined patterns of development
of syndicated loan market, its nature and structure.
Special attention deserve the works of such scholars as
Karl Dawson, M. Campbell, T. Rhodes, A. Taylor, A. Fait,
J. Levkovsky, S. Tsyganov, V. Mishchenko, N. Panteleeva,
A. Yanshina and others. In the reviewed literature sources
the essence and principles of syndicated lending are
disclosed, the impact of certain factors on its development
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are analyzed, as well as various economic and legal aspects
of the organization of syndicated transactions. At the same
time, features of the functioning of the global market of
syndicated lending in a particular region of the world are
still scarcely explored.

2. The role of the syndicated loan

Syndicated loan is a loan provided by two or more
creditors, organized on the basis of a multilateral agreement
in the banking syndicate, one or more borrowers, in order
to ensure concentration of financial resources without
increasing the additional risk of lenders.

The commitment of governments, corporations and
banks to syndicated lending in comparison with other
forms of financing is explained by a combination of the
most attractive features of commercial and investment
banking practices. Based on studies of the essence of
syndicated lending and comparing it with a bilateral
lending, we can distinguish a number of benefits to the
participants of credit relations. In particular, for borrowers
we can define the following benefits: the possibility of
obtaining a much greater loan amount than in the bilateral
lending; speed of getting and credit services; the presence
of common conditions; reducing the risk of dependence on
asingle lender and expanding common database of partner
banks; increasing business reputation in the market;
opportunities of outputs in the international markets, etc.

Lenders involved in the syndicate, also receive a number
of benefits, among them - the simplicity and the speed of
formation of assets; diversification and minimization of
credit risks; reduction of additional costs on the marketing
activities and savings on transaction costs; obtaining
additional income in the form of commissions; the
expansion of the customer base; improving the business
reputation; increasing liquidity of assets, etc.

3. Development of the global market
of syndicated lending

The market of syndicated lending originated in the
60s of the last century and during the last decades has
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acquired a considerable scale. For instance, during 2015
on the global market for of syndicated lending were held
for more than ten thousand transactions totaling USD
4,662bn (Figure 1). Together with the increased volumes
of syndicated loans, rose their share in the financial sources
compared with stocks and bonds. In particular, if in 1993
the share of syndicated loans in the structure of funding
sources was approximately 10%, in 2003 - at 35%, in
2013 nearly 45% of all long-term resources raised on the
financial capital markets, accounted for the syndicated
loans (World Bank, 2015).

The essence of the global market of syndicated lending
as a specific sphere of international economic relations,
and part of the global market consists in the organization
of the legislative system of relations between its subjects
for purchase and sale of the specific nature of the
services, channeling financial resources from the owners
to the borrowers. The modern market of syndicated
lending is provided by the existence of multinational
financial institutions, which act as intermediaries in the
redistribution capitals and provide the continuity of the
process of economic reproduction.

One of the most important elements determining the
order of relations between participants in lending is the
credit rating of the borrower. Information for its definition
is taken from the leading rating agencies — Standard and
Poor’s, Moody’s and Fitch. Number of essential terms
of the loan (interest rate, term, collateral type, a list of
standard covenants, etc.) depends on the credit rating.

Most of the information and analytical agencies, as well
as scientists in their studies, depending on the assigned
credit rating share loans to the two groups:

1. Investment-grade loans — are granted to borrowers
whose credit rating are highly rated (BBB- or higher by
Standard and Poor’s, Baa3 or higher by Moody’s Investors
Service, and/or BBB- or higher by Fitch Ratings). These
companies tend to be large, established, and profitable,
and usually obtain their long-term financing from the
issue of bonds or commercial paper, which are cheaper
methods for them. However, they borrow by way of
syndicated loans in the form of revolving credit as back-up
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Fig. 1. Dynamics of the global market of syndicated lending, USD billions
Source: Bloomberg Finance L.P, 2015, World Bank, 2015, Thomson Reuters, 2015
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for seasonal borrowing needs, backstop commercial paper,
or fund acquisitions on a short-term basis. Many of the
transactions are unfunded credits and are seldom used.
For this reason, most of the lenders’ income comes from a
facility or ‘non-use’ fee, and the lenders do not earn much
interest income;

2. Leveraged loans - are a subset of corporate loans
and are those generally with noninvestment grade ratings
(BBB- or below). A loan also qualifies as leveraged even if
the borrower is rated investment grade or not rated at all,
but the loan is backed by security and has a spread of Libor
+125 basis points or higher. These loans are more risky
than the investment grade loans and are sometimes viewed
as speculative-grade instruments. For the higher risk they
carry, they also attract higher yield and attract higher
interest rates than investment grade loans. The leveraged
borrowers have significantly less access to the public
market alternatives, and thus loans are their best financing
alternative. Such loans are made to finance companies
that are making acquisitions or large capital expenditures,
refinancing, or making dividend payments to shareholders.
The loans are attractive to the lenders for several reasons.
First, because of the higher interest income and higher
front-end fees, even if the risk of default is higher than for
investment grade loans; this also makes them attractive as
a basis for building investment portfolios in collateralized
debt obligations and collateralized loan obligations.
Secondly, because the interest rate is periodically set above
LIBOR, it keeps pace with changing interest rates. Thirdly,
such loans are usually secured by the borrower’s assets and
are further protected by covenants in the loan agreement.
Covenant protection enables the lenders to monitor the
borrower’s activities and reset conditions of the loan along
the way if the covenants are breached. Collateral protection
enhances the chances of full recovery in case of default. As
a result, leveraged loans are more attractive as investments
than, for example, high-yield bonds (Mugasha, 2007).

Despite the high rate of return, investment-grade loans
dominated in the structure of syndicated lending. During
2015 it’s accounted for 74% of the syndicated loan, which
is 7% higher than in 2014. According to leading experts,

the reduction of the syndicated lending in 2015 was caused
by a reduction in leveraged loans, which are more sensitive
to changes in market conditions. Stock crisis in China,
the continuation of the crisis in Greece, the fall in oil and
energy prices, prolonged uncertainty of the US Federal
system on the level of interest rates and its increasing,
ultimately, were the main factors influencing the of the
global market development of syndicated lending during
2015.

4. Regional features of the market

The most of foreign information agencies reflecting
the statistics of the global market of syndicated lending,
share it on three major regions — the Americas, Asia (also
includes Australia and the Pacific) and the EMEA (Europe,
Middle East and Africa). Considering the development of
syndicated lending within the specified regions, it can be
seen that over the past decade the largest by volume and
number of transactions is the American market (figure 2).

The leading role in the American market plays the US,
where during 2015 was raised USD 2,342bn and carried
out 4,155 transactions. However, the market showed a
drop by 1.4%, which was mainly caused by the change
in approaches to the borrowers. The uncertainty of the
Federal Reserve and increasing interest rates have led
to rapid reduction in the share of leveraged loans and
increasing investment grade portfolio in the Q4. Previously,
banks were actively providing revolving facilities, but in
recent years there has been a tendency to issue term loans
(71% vs.29%).

Although relationship remains an important driver in the
investment grade space, its relative weight in the decision-
making process has dropped significantly (today, only 31%
of banks prioritize relationship over return vs. $9% a year
ago), while return on capital has become a top priority for
63% of lenders vs. only one third last year. However, the
enhanced focus on return on capital has not translated
into higher pricing due to the abundant liquidity available
in the market, and pricing has remained stable since the
beginning of the year. Rather, it has led to more volatility

6000 6000
2
£ 5000 - 5000
=
a 4000 - 4000 &
< 3000 - 3000 <
E =
)
£ 2000 - 2000 Z
>
1000 - 1000
0 -0
2007 2008 2009 2010 2012 2013 2014 2015
I Americas M Asia Pacific B EMEA esss»Americas e Asia Pacific es==EMEA

Fig. 2. Regional structure of the global market of syndicated lending
Source: Bloomberg Finance L.P, 2015, Thomson Reuters, 2015
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in bank groups and less predictable behavior by banks
in any given transaction (Societe Generale, 2015). The
largest transactions that have taken place in the market,
were implemented in the second half of this year, and were
used to finance M & A transactions. Among the banks a
major player in the market served Bank of America Merrill
Lynch, which also received the championship of the global
market (Thomson Reuters, 2015).

On the second place after the American market is an
EMEA market, which also showed a decline of 2.6%
during 2015, which was caused by the reduction of
lending in the European market. In total, during the year
on the European market were held 1,849 transactions for
the total amount USD 1,093 bln. The Eastern European
market continued to decline, due to the continuation of
economic sanctions against the Russian Federation and
the Western European market showed a sharp decline (in
the range of 20-50%) in Germany, France, UK and the
growth to 70% in Belgium, Spain, Italy. The vast majority
of large European corporations have already refinanced
their transactions over the last two years, so we are seeing
an increasing share of mid-caps and non-investment
companies in the current deal flow as they seek to take
advantage of favorable market conditions. In particular,
a number of mid-cap companies are launching inaugural
syndicated facilities, diversifying away from traditional
reliance on bilateral lines with their historical banks
(Societe Generale, 2015).

A key trend in 2014 was the emergence of cov-lite loans
in Europe. This trend has continued to develop in 2015:
the Q1-Q3 2015 European institutional cov-lite new
issuance volume totaled EUR 13.3bn. Although it fell
behind the EUR 14.7 bln issued over the same period in
2014, it represented a bigger share of institutional level
(45% in January-September 2015 vs. only 39% in January-
September 2014). Covenants are undertakings given by a
borrower as part of a term loan agreement. Their purpose
is to help the lender ensure that the risk attached to the
loan does not unexpectedly deteriorate prior to maturity.
Covenants may, for example, place restrictions on merger
activity or on gearing levels. Breach of a covenant normally
constitutes an event of default and, as a result, the loan
may become repayable upon demand. (Fight, 2004). It is
expected that new cov-lite deals will continue to flow in the
European market going forward.
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The market of the Middle East and Africa in contrast to
the American and European markets has demonstrated
rapid growth during 2015 (growth was 77%). Despite
the difficult geopolitical situation and the fall in oil prices
the Islamic lending market was quite stable. It should
be noted that the Islamic lending refers to specific types
of loans. Islamic syndicated loan is loan for which the
bank is not allowed to charge any interest. However, the
financial institution shall be entitled to receive income
from lending other way. For example, it may become a
party to an equity-funded project, fully sharing the risks
and the awards of enterprise. Also, the bank has the right
to participate in trade, to earn income from the difference
between the cost and the selling price. At the same time,
under Sharia law investment in the production and sale of
alcohol, drugs, weapons, etc. are not allowed. Any trade
agreement should be based on the principle of justice and
should not presume illegal enrichment of either party.

Taking into account high interest of investors and
activities of international organizations (such as
International Finance Corporation, the World Bank) the
African market of syndicated lending is steadily growing
in recent years.

Last year was also characterized by slowdown in
the so-called “Chinese factor” (the Chinese market of
syndicated lending in recent years has demonstrated high
growth). In connection with the stock market crisis, credit
markets in Asia has shown decline of 16%. Together with
the reduction of the development of the Chinese market,
there has been a drop in lending markets of India and
Australia, due to the suspension of financing of individual
projects and transferring them to the next fiscal year
(Societe Generale, 2015). The Japanese market continues
to be one of the most stable markets in recent years and is
ranked second by number of transactions after the US.

Based on analysis of the syndicated loan features in the
different countries of the world, we have compiled the
segmentation of the global market of syndicated lending in
the regional context by the following features — the average
amount of the deal, loan term, the main industry and the
share of foreign capital (Table 1). As can be seen from
Table 1, in highly developed countries syndicated loans are
characterized by short-term, large amounts, and a smaller
share of foreign capital (US, Canada, Western Europe,
Japan), in developing countries, these values are opposite.

Table 1
Features of syndicated loans in different regions of the world
Region z:z:::fcetriaoies,ag g]gt:ﬂorf Loan period, years Priority sector (%) c;ll-)l;teals}ilr?ieflzfrrfl(;iilegtr,l%
US and Canada 550,0 4 Energy (18%) 32,0
Latin America 380,0 6 Materials (29%) 93,3
Western Europe 600,0 55 Energy (18%) 68,4
Eastern Europe 450,0 S 92,2
Middle East and Africa 725,0 7,5 78,0
Asia and Australia 335,0 5,5 Financials (30%) 67,0
Japan 110,0 4 Industrials (21%) 17,0
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US and European leadership are achieved by consistently
high demand for loans of this type, which are supported
by three main factors. Firstly — is a significant integration
of national markets to international market, which allows
local banking institutions, carrying out operations, make
a profit, not only on the national market, as well as in
other markets. Secondly - syndicated loan provides
to borrowers an alternative choice between bond and
bilateral bank loans, providing an opportunity to attract
large-scale resources to finance capital projects. And the
thirdly — standardized rules, regulations and standardized
procedures for documentary support syndication
loans in the primary market and the secondary market
infrastructure that allow lenders to resell syndicated loans.
Speaking about markets of developing countries, the
defining features of these markets are a significant level of
risk and therefore increased profitability and comparable
instability, which leads to crises that are overcome with
the help of official creditors and international financial
institutions.

In turn, syndicated loans are a new source of foreign
loan resources, and thus contribute to an increase
in investments in emerging markets. Syndicated
financing accord to the national banking institutions
opportunities for diversification as sources of income,
as well as risks leading to financial stability, which is a
fundamental issue for emerging markets. A key role in the
processes of intensification in such markets assigned to
international organizations, such as the European Bank for
Reconstruction and Development (EBRD), International
Finance Corporation (IFC), the Asian Development Bank
and the Bank for International Settlements. Taking into
account the volume of loans, we can definitely say that the
leading role on the market played by the IFC.

S. Market forecast

Carried out analysis of the current state of the global
syndicated loan market on the example of different regions
makes it possible to formulate the main trends in the
development of this market and forecast its development

in the short term. Based on data from previous years and
due to the construction of the approximation lines it can
be assumed that the volume of syndicated lending during
2016 will continue to grow, but rather a slow pace - in
the range of 6-8%, and end of the year will be about USD
5,000bn. The main factors that will contribute to the
growth of syndicated lending will be:

- high liquidity in the American and European markets,
which will contribute to capacity leveraged lending and,
together with the spread of cov-lite deals could lead to
an increase in syndicated lending in the American and
European markets to 10% and 5% respectively;

- increasing lending in the African region through
the international organizations, will compensate for
the decline of Islamic lending through the sharpening
geopolitical situation; in fact the market will remain at the
same level with a slight increase (about 2-3%);

- recovering of Asian market through the implementation
of the agreements that had been postponed in 2015 in
India and Australia, as well as the continuation of M & A
deal that took place in previous years; approximate growth
will be in the range of 3-4%.

6. Conclusion

During the last decade the global market of syndicated
lending grew almost twice and continues to grow. In
conditions of economic globalization, syndicated loans
acquire the dynamic development and become one of
the most influential factors that affect the growth of the
economy and increasing the country’s competitiveness in
world markets. Taking into account the peculiarities of the
development of syndicated lending in different regions of
the world, its segmentation was carried out. It was found
that the level of economic development depends on such
factors as the term of the loan, the amount and the share
of foreign capital in lending. Based on analysis of major
economic events that took place during 2015 and their
impact on the market, as well as taking into accountlending
characteristics in certain regions, the development of the
syndicated loan market in the short term was predicted.
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Hasap MOPO3
PETMOHAJIbHbIE OCOBEHHOCTWU PA3BUATUA MUPOBOIO PbIHKA CUHOWLUWMPOBAHHOIO
KPEANTOBAHUWA

AHHoTauuA. Llesbio pabomel ABNAETCS UCCNE[OBAHME W aHaNM3 COBPEMEHHbIX TEHAEHLUMUA MUPOBOIO PbIHKA
CUHAMLMPOBAHHOMO KPeanTOBaHNWA, XapakTepuCTUKa ero permoHanbHoON CTPYKTYpbI, BbiABIEHVE CNeLnupuyecKimnx
NPU3HaKOB 1 0COOEHHOCTEN B OTAENbHbIX PErMOHax Mr1pa 1 onpeaeneHne OCHOBHbIX HanpaBneHU AanbHenwero
Pa3BUTMA MUPOBOFO pPblHKA CUHAMLMPOBAHHOTO KpeauToBaHuA. Memoouka. WccnepoBaHve OCHOBaHO
Ha CTaTUCTMYeCKOW WHObOPMaLMM W3 OTKPbITbIX WCTOUYHMKOB OTAENIbHbIX CTPaH MO OTHOWEHW K PbIHKY
CUHAMLMPOBAHHOIO KpeanToBaHuA. [laHHble TakKe Obln MosyyeHbl C CalTOB BefyLUMX PENTVHIOBbIX areHTCTB,
UccneayoLmX pa3BUTE CUHAMLUPOBAHHOTO KpeanToBaHNSA. TakxKe, Mpy MCCNIe[0BAHMM BOMPOCA MCMONb30BanCh
aHANUTUYECKME SKOHOMMYECKMEe CTaTbU U MaTepumarnbl NCCIe0BaHNI BeAYLNX 3apyOeXxHbIX yUeHbIX MO BONpocam
Pa3BUTUA CUHOULMPOBAHHOIO KpeauToBaHMA B MUpe. Pe3ysemamsi ucc/ie008aHUA MOKasanu, YTo pas3BuTMe
PblHKa CMHAMLMPOBAHHOIO KpeUTOBaHWA B NOCAeAHME rofibl XapaKTepu3yeTca: CTPeMUTENbHbIM HapallBaHeM
06beMOB 1 KonmuecTBa cfenok; onpegensawowmm snuaHvem CLUA v ctpaH 3anagHoi EBponbl Ha AWHaMUKy
PbIHKa; aKTUBHbBIMW AENCTBUAMN MEXAYHAPOAHbIX GUHAHCOBbBIX OPraHM3aunii Ha PbIHKaX Pa3BUBAIOLWNXCA CTPAH;
YMNPOLLEHVEM YCITOBUI KPEAUTHbIX [JOrOBOPOB; YKPYNMHEHNEM OCHOBHbIX MapamMeTpOB KPEAUTOBAHMA — CYMMbl
CAeNnKN 1 oOLEro Cpoka KpeanToBaHuA. [JMHaMUKY MMPOBOIO pbiHKA CMHAWLMPOBAHHOIO KPeAWTOBaHUA U ero
[LOXO[HOCTb onpepenseT COOTHOLIEHWE MeXAy CNeKyNATMBHbIMU U MHBECTULMOHHBIMU KpeauTamu, pasButue
KOTOPbIX 3aBMCUT OT OOLEIKOHOMMYECKOW CUTYaLMn Ha pbiHKe. Ha ocHoBe npoaHanv3npoBaHHbIX $akTopoB
BIIVAHNA Ha PbIHOK YCTAaHOBJIEHO, UTO B KPAaTKOCPOUYHOM Nepurofe pbiHOK OyAeT npofomKaTb pacTi, HO JOCTaTOYHO
MeJIeHHbIMY TeMnamu. [Ipakmuueckoe 3HauyeHue. V13yyeHne pblHKa CUHOVMLUPOBAHHOIO KPeauTOBaHUs faeT
BO3MOXHOCTb Jlyullle MOHATb MeXaHn3M QYHKLUOHMPOBAHWA COBPEMEHHOro ¢uHaHcoBoro cektopa. Ocoboro
BHUMaHWA, Ha Hal B3rMsf, 3aC/y)KMBAOT PbIHKMA Pa3BMBAIOWMUXCA CTPaH, KOTOPble VMEIOT 3HAUYUTESIbHbIN
noTeHUMan pocTa. 3HavyeHue/opueuHaILHOCMb. Bnepsble 6GbINO OCYLWEeCTBNEHO CerMeHTauulo MUPOBOTO PbIHKA
CUHAMLMPOBAHHOMO KPEAMTOBAHMA Ha OCHOBE ClielyloLnX KpUTepmresB — CyMMa CAENKN, CPOK KpeauTa, oTpacib
W JONA MHOCTPAHHOro KanwuTana. [onyyeHHble pe3ynbraTtbl MccnefoBaHWA OyayT cnocobCTBOBaTb nyyliemy
MCMONIb30BaHNIO 3apybeXKHOro onbiTa Ans MOCTPOEHWA CUCTEMbl CUHOMLUPOBAHHOIO KPeauTOBaHUA B CTPaHe,
npeBpaTuB ero B 3pPpeKTNBHBIN NHCTPYMEHT GUHAHCMPOBAHA PEasIbHOTO CEKTOPa SKOHOMUKMN.

122



