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of from where the money to finance investment projects should come. Money can either be raised internally,
through retained earnings, or externally. Mezzanine capital, as a special type of external finance, therefore falls
into the area of the financing decision. Although the use of mezzanine capital has increased in Europe in recent
years, this special type of finance is still relatively unknown in some countries. Therefore, the purpose of my
thesis is to familiarise the reader with this particular type of finance. It is structured in a way that it sequentially
deals with the following questions: How did mezzanine develop Can it offer an advantage compared to
financing only with debt and equity Which basic types of mezzanine instruments exist and how are they valued
When and where is mezzanine used At the end, an example of a management buy-out in which mezzanine is
used is provided. This will give important insights into the practical use of multiples to structure the deal, the
mezzanine investment process, the investment criteria and the various exit routes that exist. The paper will be
concluded with an overview on the European mezzanine landscape and on how recent stock market
developments and the new Basel capital accord (Basel Il) may...
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