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Table A: Effect of Individual Cross-Currency Bases on the Effective Spread Flex of Syndicated Loans

Note: This table shows the effect of the change in different 5-year U.S. dollar LIBOR cross-currency bases over the
syndication period on the effective spread flex of leveraged loans to U.S. borrowers, using macroeconomic and
financial variables as well as loan-level variables and different fixed effects as controls. CIP deviations stands for the
average 5-year U.S. dollar LIBOR cross-currency basis against the 9 major currencies for which individual results are
shown in columns 2-10. The loan level control variables are omitted from the table. The dependent variable is the
effective spread flex in basis points, calculated as the spread flex plus original issues discount (OID) flex divided by
four. This table includes only loans that have a flex date. The sample period is from 2009 to 2019. 2018 has been
omitted. Robust standard errors are in parentheses. *, **, and ***denote significance at the 10%, 5%, and 1% level.
For more details regarding the methodology, see Meisenzahl, Niepmann, and Schmidt-Eisenlohr (2020).
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Figure A: The Syndication Process and Time Line

Note: The syndication process, illustrated in the figure, starts with borrowers soliciting bids including pricing and
risk-sharing provisions from arrangers. The borrower awards the mandate to the preferred arranger. The arranger
then proposes a facility agreement that includes all initial loan terms such as the interest rate, the original issue
discount, covenants, and repayment options and uses this agreement to market the loan to investors. The
marketing or book running takes place in at least one round. In each round, the arranger proposes a facility
agreement including all loan terms such as the pricing to investors. If, given proposed loan terms, there is sufficient
demand, the loan is originated at those terms. If the demand from the loan is higher or lower, then there is another
round. Based on demand that realized with the last set of loan terms, the arranger “flexes,” that is, adjusts the
terms accordingly. For instance, if demand was low, then the arranger may increase the interest rate spread or
decrease the loan amount in the next round. The process continues until the syndicate is assembled and final loan
terms are fixed. Then the loan is originated. After the borrower received the funds, the loan starts trading in the
secondary loan market.
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