Between the two crises — Corporate Balance Sheets 2008-2020

Stanley Myint and Fabrice Famery

We analyse the changes in corporate balance sheets between the Financial crisis of 2008 and
Covid crisis of 2020
In the immediate aftermath of the Financial crisis, companies have created more prudent
balance sheets:
1. More liquidity (cash, liquid investments, undrawn credit lines) until 2017
2. Leverage improvement between 2009 and 2014
By the time of the Covid crisis in 2020, liquidity dropped back to the levels of 2008 and leverage
became much higher
On the positive note, EBITDA margins have improved significantly since 2008 but returns on
invested capital (ROIC) and economic value added (EVA = ROIC - WACC) were still lower in 2020
compared to 2008
After a drop in 2009, share buybacks started to increase again, but in Europe they never reached
the previous levels, while in the US they were higher in 2020 than in 2007. Dividends continued
to increase almost without an interruption
Results of the crisis as of end of Q1 2020:

* big drop in EBITDA, especially for most impacted sectors: energy, airlines, hotels, oil and gas

* Many rating downgrades



1. From 2008 to 2020
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Net leverage increase since 2011

Leverage (Net Debt/EBITDA)!2
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1. Median among all the non-financial companies
2. Q12020shows the 2020 value computed assuming that the drop of Q1 2020 vs Q1 2019 reflects the drop of FY 2020 vs FY 2019
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Liquidity drop since 2010

Cash reserves (Cash and ST investments / Total Debt)!2
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2. Q12020shows the 2020 value computed assuming that the drop of Q1 2020 vs Q1 2019 reflects the drop of FY 2020 vs FY 2019

Handbook of Corporate Financial Risk Management 4



Margin improvement but US more profitable

EBITDA margin (EBITDA/Sales)!2
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Returns on capital lower than before 2008

ROIC (%)*
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Economic Value lower than before 2008

ROIC — WACC (%)!
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Share buybacks increase over time

Total share buy backs?
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Total dividends paid?

Dividends increase over time
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European corporates, average EBITDA drop =-12%

Eurostoxx 600 — EBITDA Q1 2020 vs Q1 2019
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US corporates, average EBITDA drop = -29%

S&P 500 - EBITDA Q1 2020 vs Q1 2019
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European corporates, 12% downgrades

Eurostoxx 600 — rating actions Dec 2019 — May 2020

Eurostoxx 600 S&P rated companies in May 2020
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US corporates, 13% downgrades

S&P 500 — rating actions Dec 2019 — May 2020

S&P 500 S&P rated companies in May 2020
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Appendix — composition of S&P 500 and Eurostoxx 600

S&P 500 by rating
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Disclaimer

This document (the “Document") is provided to give you guidance as to the vulnerability of a range of currency pairs. In this
connection, you agree that you understand the following qualifications with respect to the use by you of the Document.

The Document does not necessarily reflect the prevailing methodology used for this purpose. In addition, the strategy derived from
the Document and the methodology incorporated within the Document do not constitute Investment Advice or a recommendation to
enter into any transaction; nor can the information and explanations related to the Document be considered Investment Advice or a
recommendation to enter into any transaction.

We owe no duty to any person who receives this Document to exercise any judgement on such person’s behalf as to the merits or
suitability of the information in the Document. The information provided therein has been developed by using proprietary models
and market data. However, use of different data or methodology may materially alter the results.

You agree the intention of the Document is to allow you to compare vulnerability on a set of currency pairs. However, you agree that,
in so doing, you are acting on your own account and you will make your own independent decisions as regards the reliability and
accuracy of the computations. We accept no responsibility for any losses, claims or damage suffered by you or any third party as a
direct or indirect result of reliance on the Document, or on any amended version of the Document, which you may produce. In
particular, we make no representations or warranties to the extent permitted by law in respect of the reliability or performance of the
Document and in particular with respect to hedging strategies derived from the Document or the methodology incorporated within
the Document. Finally, no representation or warranty is made or given that the Document or any content thereof will be error free,
updated, complete or that inaccuracies, errors or defects will be corrected. Consequently we accept no liability for any
methodological errors, systems errors or any other inaccuracies contained in the Document. You acknowledge that we do not
undertake to provide any support (whether systems support or otherwise) with respect to your use of the Document.

The information contained here shall not, and should not be taken to, constitute a recommendation as to whether you or your
Company should or should not act on the information given. The final decision in this regard rests entirely with you, your company

and your advisors.

In this Undertaking, references to: "you” or "your" shall include references to your respective affiliates, subsidiaries and/or holding
companies.
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