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THE EURODOLLAR MARKET AND
INTERNATIONAL CAPITAL MARKETS

The offshore dollar market that underlies all of global finance, Eurobond issuance, syndicated lending,
development finance institutions, and how companies access capital across borders — with complete
mechanics and worked examples.

IN THIS PART CASE STUDIES
e The Eurodollar market — its accidental birth and global Each part includes fully worked case studies with detailed
importance calculations, real-world context, and practical lessons for

CFOs and finance leaders.
e LIBOR's death and SOFR's rise — what changed and why it

matters
e The Eurobond market — issuing debt internationally
e Syndicated loans — structure, parties, and key terms

e Development Finance Institutions — IFC, DEG, FMO, and
DFC

e Offshore financial centers and their legitimate uses

mm THE OFFSHORE DOLLAR MARKET

The Accidental Creation of the World's Most Important
Market

In the 1950s, the Soviet Union held US dollar reserves but was deeply reluctant to keep those dollars in US banks,
where it feared the American government might freeze the accounts during a Cold War confrontation. Instead,
Soviet-controlled entities deposited their dollars in European banks — primarily in London. These dollar deposits held
in banks outside the United States were beyond the reach of US banking regulations, which at the time limited the
interest rates that US banks could pay on deposits and restricted how banks could lend. The result was a pool of

unregulated dollar deposits operating entirely outside the US banking system.
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The market grew rapidly throughout the 1960s and 1970s as multinational corporations, sovereign governments, and
financial institutions discovered they could borrow and deposit dollars at better rates offshore than through regulated
US banks. Today the Eurodollar market — in its broadest definition — is estimated at approximately thirteen trillion
dollars and constitutes the single most important source of dollar liquidity outside the United States. Every
international loan denominated in dollars, every dollar bond issued outside the US, and every dollar derivative traded

in London or Singapore traces its intellectual and structural roots to those Soviet dollar deposits in 1950s London.

LIBOR's Rise, Scandal, and the Transition to SOFR

For decades, the benchmark interest rate for the Eurodollar market was LIBOR — the London Interbank Offered
Rate. Every day, a panel of major banks submitted the rate at which they believed they could borrow unsecured in the
London interbank market. The average became LIBOR — the reference rate for approximately three hundred and
fifty trillion dollars of financial contracts worldwide. In 2012, investigations revealed that banks had been
systematically manipulating their LIBOR submissions — sometimes to profit on derivatives positions, sometimes to
make their institutions appear healthier than they were. The scandal resulted in nine billion dollars in fines and the
eventual replacement of LIBOR with the Secured Overnight Financing Rate, or SOFR, which is based on actual

overnight transactions in the US Treasury repo market rather than on bank submissions.
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O LIBOR TO SOFR TRANSI TI ON

LI BOR TO SOFR TRANSI TI ON —LOAN PRI CI NG | MPACT

LI BOR CHARACTERI STI CS:

Based on: bank panel subm ssions (unsecured rate)

I ncl udes: bank credit risk prem um (~20-30 bps typical)
Tenors avail able: 1M 3M 6M 12M LI BOR

SOFR CHARACTERI STI CS:

Based on: actual overnight Treasury repo transactions (>$1T/day)
I ncludes: essentially risk-free (secured by Treasuries)

Tenor: overni ght only (Term SOFR avail abl e for | oans)

Structural difference vs. LIBOR ~26 basis points |ower

| MPACT ON CORPORATE LOAN PRI ClI NG
Ad loan pricing: 3MLIBOR + 2.50%
3M LIBOR was: 5.35%=> All-in rate: 7.85%

New | oan pricing: Term SOFR + Credit Spread Adjustnent + Margin
Term SOFR: 5. 09%

Credit Spread Adjustnent (CSA): +0.26% (3M tenor)

Mar gi n: 2. 50%
All-in rate: 5.09%+ 0.26% + 2.50% = 7.85%
ECONOM C RESULT: I|dentical —CSA conpensates for

structural difference between LIBOR and SOFR

The Eurobond Market: Issuing Debt Internationally

A Eurobond is a bond issued in a currency other than the currency of the country where it is issued. A US company
issuing a dollar-denominated bond in London is issuing a Eurobond. A Japanese company issuing a
yen-denominated bond in Singapore is issuing a Euroyen bond. What matters is that the bond is placed with investors
outside the domestic market of the currency's home country. Companies access the Eurobond market for investor
diversification, lighter regulation compared to SEC-registered bonds, and for US companies with European

operations, the opportunity to create a natural hedge by issuing in the same currency as their revenues.
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0 EURCBOND | SSUANCE MECHANI CS AND NATURAL HEDGE

EUROBOND | SSUANCE — COWPLETE MECHANI CS

| SSUER: US I ndustrial Corp. (BBB+ rated)
EUR 500, 000, 000 7-year Eurobond

Pur pose: Fund European manufacturing expansion

PRI CI NG

EUR 7-year mid-swap rate: 2.85%

Credit spread for BBB+ industrial: +1.25%

Coupon: 4.10% per annum

| ssue price: 99.50 (slight discount = higher yield)
Yield to maturity: 4.174%

| SSUANCE COSTS:

Lead manager underwiting fee (0.40%: EUR 2,000, 000
Legal fees: EUR 800, 000

Rati ng agency fees: EUR 150, 000

Listing fees (London Stock Exchange): EUR 50, 000
Total issuance costs: EUR 3, 000, 000

Net proceeds: EUR 500M x 99.5% - EUR 3M = EUR 494, 500, 000

NATURAL HEDGE VALUE:

Annual EUR interest: EUR 500M x 4.10% = EUR 20, 500, 000

Eur opean revenue: EUR 180, 000, 000/ year

I nterest covered 8.8x by EUR revenues

Zero FX risk on interest paynents

Alternative: USD bond + cross-currency swap costs +0.20% yr

Annual saving from EUR i ssuance: EUR 500M x 0.20% = EUR 1, 000, 000

Syndicated Loans: How Large Borrowers Access
International Credit

A syndicated loan is a loan provided by a group of lenders — called a syndicate — to a single borrower under a single
set of documentation. It is the most common form of large-scale international corporate borrowing, used for
acquisition financing, capital expenditure programs, and general corporate purposes. The syndication process begins
when the borrower mandates one or more banks — called Mandated Lead Arrangers — to structure the loan and
invite other banks to participate. The MLA negotiates key terms, prepares an information memorandum, and markets

the opportunity to participating lenders.
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NovaStar Industrial
First Syndicated Facility — $400M International Revolver

Background

NovaStar Industrial had grown from a domestic US manufacturer to a multinational with four hundred million dollars in
revenue across twelve countries. Its banking had remained entirely bilateral — four separate credit facilities with four banks,
each at different rates with different documentation. When the CFO consolidated these into a single syndicated revolving
credit facility, the financial benefit was immediate and significant.

O SYNDI CATED FACI LI TY —FI NANCI AL COVPARI SON

NOVASTAR —BI LATERAL vs. SYNDI CATED FACI LI TY

EXI STI NG Bl LATERAL FACI LI Tl ES:
Bank A: $80M at SOFR + 3.00%
Bank B: $60M at SOFR + 2. 75%
Bank C. $120M at SOFR + 3. 25%
Bank D: $50M at SOFR + 3. 50%
Total: $310M | Average rate: SOFR + 3. 10%

PROPCSED $400M SYNDI CATED REVOLVER (15 banks):
Rate: SOFR + 2.25% (|l everage grid: 2.00%- 2.75%
Tenor: 5 years (vs. avg 2.8yr bilateral)

Commi t nent fee on undrawn: 0.35%

FI NANCI AL BENEFI T:

Rate i nprovenent: 85 basis points

On average outstandi ng $250M

Annual interest saving: $250M x 0.85% = $2, 125, 000

Addi tional capacity: $90M nore ($400M vs $310M

Ext ended tenor: 5yr vs avg 2.8yr —better certainty

COST: Arrangenent fees $1,400,000 + | egal $380,000 = $1, 780, 000
PAYBACK: $1, 780,000 / $2,125,000 = 10 nont hs

Volta Power Ltd.

IFC B-Loan — Development Finance for a West African Power Project
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Background

Volta Power Ltd. is developing a one hundred and eighty megawatt gas-fired power station in Ghana with a total project cost
of three hundred and twenty million dollars. No commercial bank syndicate was willing to provide the full two hundred and
forty million dollars of required debt at acceptable terms given Ghana's country risk. The IFC B-loan structure — which
allows commercial banks to participate in a loan while IFC acts as lender of record — provided the solution.

O I FC B-LOAN — STRUCTURE AND BENEFI T

VOLTA PONER — I FC B- LOAN STRUCTURE

| FC A-Loan (I FC s own funds): $60, 000,000 at SOFR + 3.50%
| FC B-Loan (6 commercial banks): $180, 000,000 at SOFR + 4.25%
Total debt: $240, 000, 000

VWHY COMMERCI AL BANKS PARTI Cl PATE | N THE B- LOAN:

| FC acts as | ender of record

IFC s preferred creditor status —Ghana has never defaul ted
to an I FC | oan (record since 1956)

Commer ci al banks get preferred creditor protection by
partici pating behind I FC

Banks hol d Chana exposure with | ower capital charge

W THOUT | FC. Rate woul d be SOFR + 6.50% if available at all
Bl ended | FC rate: SOFR + 4.02%
Annual interest saving: $240M x 2.48% = $5, 952, 000

Over 15-year project |life: $89,280,000 in interest savings

| FC REQUI REMENTS (significant):

Envi ronment al and Soci al | npact Assessnent
Equat or Princi pl es conpliance

Conmuni ty benefit framework
Anti-corruption due diligence

Annual nonitoring for full loan life

Preparation tinme: 18-24 nonths

Pacific Resources Corp.
Eurobond Natural Hedge — Matching EUR Assets with EUR Liabilities

Background
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Pacific Resources Corp. had substantial European operations generating one hundred and twenty million euros of annual
EBITDA, but all its debt was USD-denominated. This created a translation mismatch and currency risk on interest
payments. The CFO issued a EUR five hundred million Eurobond and used the proceeds to retire USD debt, creating a
natural hedge between EUR-generating assets and EUR-denominated liabilities.

[0 EUROCBOND NATURAL HEDGE — FI NANCI AL BENEFI T

PACI FI C RESOURCES — NATURAL HEDGE VALUE

BEFORE EUROBOND (al | USD debt):

USD debt: $600M at 5.5% = $33M annual i nterest

To pay USD interest: nust convert EUR revenue to USD
FX risk: if EUR weakens 10% revenue falls 10%in USD

I nterest coverage ratio vul nerable to EUR/ USD novenent s

AFTER EUROBOND (60% of debt now EUR-denoni nat ed) :

EUR Eur obond: EUR 330M at 4.1% = EUR 13. 53M annual i nterest
Remai ni ng USD debt: $240M at 5.5% = $13. 2M annual i nterest
EUR i nterest funded directly from EUR EBI TDA

No FX conversion needed for EUR 13.5M i nterest paynment

FI NANCI AL | MPACT:

EUR i ssuance rate (4.1% < USD equival ent (5.5%

After cross-currency consideration: saves EUR 4-5M yr

FX risk on interest elimnated for EUR tranche
I nterest coverage nore stable across EUR/ USD cycl es

I nvestor diversification: accesses EUR i nvestor base
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