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:Federal Reserve -n 5w 9pand P70 TIND 9100 )M MXPOY YW 5590 1N 1ony 2
"Leverage financing is an important financing vehicle for mergers and acquisitions, business recapitalizations, and business expansions.
Leveraged transactions are characterized by a degree of financial leverage that significantly exceeds industry norms, as measured by
ratios such as debt-to-equity, cash flow-to-total debt, or other ratios and standards unique to particular industry norms for leverage.
Leveraged borrowers typically have a diminished ability to respond to changing economic conditions or unexpected events, creating
significant implications for an institution's overall credit-risk exposure and challenges for bank risk-management systems....Many
leveraged transactions are underwritten with reliance on the imputed value of a business (enterprise value), which is often highly
volatile". (Commercial Bank Examination Manual, "Leveraged Financing", section 2115.1, Effective date November 2001, p.1).
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