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White Paper

The case for the European
upper middle market

A strategic synergy: Why leverage both directly originated and syndicated loans

In the roughly twenty years following the Global Financial Crisis, private credit has
emerged as a pivotal asset class, filling a void left by banks in corporate lending. Within
Europe we believe debt provisioned to larger, well-capitalized companies, known as

the upper middle market, is a particularly attractive space given the strength and
stability of these corporate balance sheets. Increasingly, borrowing by companies in this
segment has become more flexible between bank-arranged debt facilities (syndicated
loans or ‘BSL’) and directly originated loans (direct lending). From our perspective,
investors focused on lending to these companies increasingly should incorporate both
access points in their approach given that borrowers will regularly toggle between

each type of financing. In developing a portfolio focused on European upper middle
market companies, we believe the approach going forward will be favorably achieved

by combining both these markets into what we term the upper middle market — the
direct lending market offering the benefit of spread premium and the syndicated market
offering the benefits of consistent deployment and liquidity. From our perspective, this
is particularly well suited to investors looking for evergreen solutions which focus on
larger, established European companies that have the potential to deliver high amounts
of floating-rate income on a stable asset base. Investors can simultaneously benefit from
the direct lending spread premium of undertaking credit risk to these larger, more stable
European companies while remaining fully deployed.

The changing landscape of private credit

Post-Global Financial Crisis, regulatory changes and capital requirements constrained
banks’ lending capacities, creating a vacuum to be occupied by non-bank lenders.
Historically, the corporate private credit market could be divided into two segments:

the syndicated loan market for larger companies and the direct lending market for
smaller firms. Despite different access points, both markets focus on senior secured
floating rate debt. Their key distinction lies in the technical nature of lender participation.
The syndicated market involves loans originated by banks and then shortly thereafter
distributed to institutional investors—given the broad market awareness and borrower
size, syndicated loans thereafter maintain a strong secondary market and regular liquidity.
The direct lending market features loans made directly by non-bank lenders to borrowers.
These direct loans offer a spread premium to syndicated loans but with the consideration
that minimal secondary market or liquidity exists, and lenders generally hold the loan until
repayment or maturity.

Growth of upper middle market deals
Deal size diversification of European direct lending deals, by count
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share calculated based on deals where size information is disclosed.



As direct lending dry powder grew over time, a meaningful portion was deployed
towards larger and larger companies, and the distinctions between the syndicated and
direct lending markets became increasingly artificial. The differences were primarily
driven by fund constraints rather than credit risk (i.e. investor vehicles often singularly
focusing on either syndicated or direct lending, but minimal flexibility between the
two). Today, European upper middle market borrowers consider debt solutions from
both markets. For some borrowers, direct origination is preferable given the speed,
certainty, and flexibility of these facilities. For others, the scale of the syndicated loan
market and pricing make it the preferred solution. And for many, they may toggle
between the two based on pricing/spread differentials at any given moment in time.

In times of weak issuance in syndicated loan markets, spreads for new deals widen

(as was the case in 2022), and consequently, direct lending deal activity increases.
Conversely, in times when the BSL new issue market is strong and spreads are dropping
(as observed in 2024), many upper middle market borrowers shift away from direct
lending market in favor of syndicated markets.

Shifts in borrowing
Borrowers alternate between BSL and DL
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In our view, senior secured floating rate loans to upper middle market European
borrowers offer high income from stable companies. Upper middle market companies,
those with €50 million or more in EBITDA, are generally regarded as stronger borrowers
with more resilient cash flows. We see the risk-return profile of European upper middle
market companies as favourable when compared to lower middle market companies,
where you can earn similar spreads through exposure to more robust borrowers. To
ensure consistent deployment, investors will increasingly need to be flexible in utilizing
both syndicated and direct lending loans within their portfolios, as larger borrowers

will continue to move between these markets. Despite the differences in capital access
from the borrowers’ perspective, we believe that from a client perspective, the portfolio
management and credit risk considerations for this exposure should be viewed uniformly
as European upper middle market corporate, senior secured floating rate debt.

Small premium for smaller deals (<€20M of EBITDA)
Larger deals can offer better risk-adjusted spreads
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Invesco has lent

€26B+

to companies backed
by Private Equity firms

1. PitchBook LCD as at 31 August 2026.

Invesco’s experience and expertise in European upper middle market lending

Critical value drivers in lending capital to European upper middle market companies
relates to sourcing and diligence. From a sourcing perspective, we believe the

most important consideration relates to the scale of relationships with the largest
deal sponsors in the market, as these are the entities which own firms in the upper
middle market. As of September 2026, Invesco is one of the largest financiers of
global private equity with €26b+ in loans outstanding to the largest sponsors in the
market. Additionally, Invesco has decades-long relationships with some of the largest
European banks who are playing an increasingly bigger role in the private credit
market. We're observing a realignment where banks are looking to direct lenders for
partnership rather than as competition. The scale of these partnerships alongside
our ability to support companies, both in the direct lending and syndicated formats,
is a differentiator in sourcing access. However, more important than our ability to

see European upper middle market lending deals is our expertise in conducting due
diligence on these businesses. Invesco leverages deep sector expertise to thoroughly
evaluate potential investments, ensuring we understand the unique dynamics and risks
of each industry. Our extensive familiarity with borrowers enhances our ability to assess
creditworthiness, drawing on long-standing relationships and historical performance
data. Additionally, Invesco’s robust credit research capabilities ensure meticulous
analysis and informed decision-making, allowing us to identify and capitalize on
favorable opportunities in the syndicated and direct lending markets. Our European
business has been actively lending capital to these borrowers over the last 20 years.

Given our extensive and established infrastructure in European upper middle market
lending, Invesco is positioned to provide investors the benefits of increased access to
private credit without significant incremental cost. Since our team is already actively
monitoring the universe of European upper middle market companies, we remain
impartial between providing syndicated or direct lending facilities. This allows us to
allocate capital optimally based on relative value.

Invesco’s upper middle market strategy is designed for diversified exposure to large
European corporate loans through both direct lending and BSL. This flexible structure
enables consistent deployment without capital calls, optimizing returns across market
cycles. Direct lending offers an illiquidity premium of 100-300 bps, while syndicated
loans provide scale and liquidity'. By investing across both formats, our strategy can
capture high income, regular liquidity intervals, and access to stable, well-capitalized
companies.

As private credit evolves, integrating direct and syndicated lending is key along with
varying exposure via Europe within a portfolio. Considering the proliferation of the U.S
private credit market, allocating to Europe can be complementary both to existing
credit investments and across a broader portfolio. Invesco’s upper middle market
strategy is built to meet these needs — delivering efficient access, tactical flexibility,
and potential long-term value for investors through exposure to the European upper
middle market.
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Investment risks

The value of investments and any income will fluctuate (this may partly be the result of exchange rate fluctuations) and investors may not get back
the full amount invested.

Alternative investments may involve a high degree of risk, may engage in leveraging and other speculative investment practices that may increase
the risk of investment loss, can be highly illiquid, may not be required to provide periodic pricing or valuation information , may involve complex tax
structures and delays in distributing important tax information, are not subject to the same regulatory requirements as mutual funds, often charge
higher fees which may offset any trading profits, and in many cases the underlying investments are not transparent and are known only to the
investment manager.

Important information

This marketing communication is for one-on-one use in Canada with investors who are (i) Accredited Investors, and (i) Permitted Clients, as defined under National
Instrument 45-106 and National Instrument 31-103, respectively; Accredited Investors and Qualified Purchasers in the U.S.; Professional Investors in Hong Kong,
Institutional Investors in Singapore; Sophisticated or Professional Investors in Australia, wholesale Investors (as defined in the Financial Markets Conduct Act) in New
Zealand, as well as for use by professional investors in Continental Europe (as defined below) and Professional Clients in the UK, Ireland, Dubai and qualified clients &
sophisticated investors in Israel. It is not intended for and should not be distributed to, or relied upon by, the public or retail investors. Please do not redistribute this
document.

For the distribution of this communication, Continental Europe is defined as Austria, Belgium, Croatia, Czech Republic, Denmark, Dubai, Finland, France, Germany,
Hungary, Italy, Luxembourg, Netherlands, Norway, Portugal, Romania, Slovenia, Slovakia, Sweden and Switzerland. Middle East is defined as Saudi Arabia, Oman,
Bahrain, UAE, Kuwait and Qatar.

By accepting this material, you consent to communicate with us in English, unless you inform us otherwise.

All material presented is compiled from sources believed to be reliable and current, but accuracy cannot be guaranteed. It is not our intention to state, indicate or
imply in any manner that current or past results are indicative of future profitability or expectations. The opinions expressed herein are based on current market
conditions and are subject to change without notice.

Invesco makes no representation or warranty, expressed or implied, regarding any prospective investor’s legal, tax or accounting treatment of the matters described
herein, and Invesco is not responsible for providing legal, regulatory or accounting advice to any prospective investor.

Forward looking statement disclosure

These materials may contain statements that are not purely historical in nature but are “forward-looking statements.” These include, among other things, projections,
forecasts, estimates of income, yield or return, future performance targets, sample or pro forma portfolio structures or portfolio composition, scenario analysis,
specific investment strategies and proposed or pro forma levels of diversification or sector investment. These forward-looking statements can be identified by the
use of forward looking terminology such as “may,” “will,” “should,” “expect,” “anticipate,” “project,” “estimate,” “intend,” “continue,” “target,” “believe,” the negatives
thereof, other variations thereon or comparable terminology. Forward looking statements are based upon certain assumptions, some of which are described herein.
Actual events are difficult to predict, are beyond the Issuer’s control, and may substantially differ from those assumed. All forward-looking statements included
herein are based on information available on the date hereof and Invesco assumes no duty to update any forward-looking statement.

"

Views and opinions are based on current market conditions and are subject to change.

This is marketing material and not financial advice. It is not intended as a recommendation to buy or sell any particular asset class or security. Regulatory
requirements that require impartiality of investment recommendations are therefore not applicable nor are any prohibitions to trade before publication.

Data as at August 2026 unless otherwise stated.

United States

In the US for Institutional Investors. Issued in the US by Invesco Senior Secured Management, Inc., 225 Liberty Street, New York, New York 10281 USA.
Canada

Issued in Canada by Invesco Canada Ltd. 16 York Street, Suite 1200, Toronto, Ontario M5J OEG.

In Canada, this document is not, under any circumstances, to be construed as an advertisement or a public offering of the securities described herein in Canada. No
securities commission or similar authority in Canada has reviewed or in any way passed upon this document or the merits of the securities described herein, and any
representation to the contrary is an offence.

Israel

This document may not be reproduced or used for any other purpose, nor be furnished to any other person other than those to whom copies have been sent. Nothing
in this document should be considered investment advice or investment marketing as defined in the Regulation of Investment Advice, Investment Marketing and
Portfolio Management Law, 1995 (“the Investment Advice Law”). Neither Invesco Ltd. nor its subsidiaries are licensed under the Investment Advice Law, nor does it
carry the insurance as required of a licensee thereunder.

Switzerland
Issued in Switzerland by Invesco Asset Management (Schweiz) AG. Paying agent in Switzerland: Neue Privat Bank AG, Limmatquai 1/am Bellevue, CH-8024 Zurich.
Australia

This document has been prepared only for those persons to whom Invesco has provided it. It should not be relied upon by anyone else. Information contained in
this document may not have been prepared or tailored for an Australian audience and does not constitute an offer of a financial product in Australia. You may only
reproduce, circulate and use this document (or any part of it) with the consent of Invesco.

The information in this document has been prepared without taking into account any investor’s investment objectives, financial situation or particular needs. Before
acting on the information the investor should consider its appropriateness having regard to their investment objectives, financial situation and needs.

You should note that this information:

- may contain references to dollar amounts which are not Australian dollars;

+ may contain financial information which is not prepared in accordance with Australian law or practices;
+ may not address risks associated with investment in foreign currency denominated investments; and

- does not address Australian tax issues

Issued in Australia by Invesco Australia Limited (ABN 48 001693 232), Level 26, 333 Collins Street, Melbourne, Victoria, 3000, Australia which holds an Australian
Financial Services Licence number 239916.



New Zealand

This document is issued only to wholesale investors (as defined in the Financial Markets Conduct Act) in New Zealand to whom disclosure is not required under Part 3
of the Financial Markets Conduct Act. This document has been prepared only for those persons to whom it has been provided by Invesco. It should not be relied

upon by anyone else and must not be distributed to members of the public in New Zealand. Information contained in this document may not have been prepared or
tailored for a New Zealand audience. You may only reproduce, circulate and use this document (or any part of it) with the consent of Invesco. This document does not
constitute and should not be construed as an offer of, invitation or proposal to make an offer for, recommendation to apply for, an opinion or guidance on Interests to
members of the public in New Zealand. Applications or any requests for information from persons who are members of the public in New Zealand will not be accepted.

Issued in New Zealand by Invesco Australia Limited (ABN 48 001693 232), Level 26, 333 Collins Street, Melbourne, Victoria, 3000, Australia which holds an Australian
Financial Services Licence number 239916.
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This document is distributed, circulated or issued to professional investors (as defined in the Hong Kong Securities and Futures Ordinance (the “SFO”) and any rules
made under the SFO or as otherwise permitted by the SFO only in Hong Kong.

Singapore
Issued in Singapore by Invesco Asset Management Singapore Ltd, 9 Raffles Place, #18-01 Republic Plaza, Singapore 048619.

This advertisement has not been reviewed by the Monetary Authority of Singapore. This document is provided to Institutional Investors only in Singapore. It may not
be circulated or distributed, whether directly or indirectly, to persons in Singapore other than to an institutional investor under Section 304 of the Securities and
Futures Act, Chapter 289 of Singapore (the “SFA”) or otherwise pursuant to, and in accordance with the conditions of, any other applicable provision of the SFA.
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