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ELFA Highlights Growing Challenges from Increased Shorting in the
Leveraged Loan Market

London, 29th September 2026 - The European Leveraged Finance Association (ELFA) has published the
sixth paper inits Transferability Series, with partners, global law firm Akin and Octus, the essential credit
platform, examining the growing practice of shorting leveraged loans and the implications for market
transparency, settlement efficiency and liquidity. The full paper is available here and infographic can be
accessd here.

The paper notes that while short selling can support price discovery, risk management and market
liquidity, the growth of shorting activity in the leveraged loan market over the past year has exposed
structural challenges. These include limited transparency around short positions, increased settlement
risk, lender-of-record complexities, the absence of a formal loan-borrowing framework and the
increasing prevalence of net-short lender restrictions.

To address these issues, ELFA proposes several targeted enhancements, including standardised reporting
of short positions, pre-borrowing requirements before executing short sales, clearer guidance on lender-
of-record arrangements, exploration of a repo-style loan-borrowing framework and greater transparency
regarding net-short investors.

"Short selling is becoming an increasingly important feature of the leveraged loan market, but market
practices and infrastructure must evolve alongside this growth," said Ed Eyerman, CEO of ELFA. "Our
proposals are designed to improve transparency, strengthen settlement discipline and support a more
efficient and resilient secondary loan market."

ELFA will continue engaging with lenders, legal advisers and other market participants to discuss these
proposals and encourage the adoption of best practices across the market.
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About Octus

Founded in 2013, Octus is the essential credit intelligence, data and workflow provider for the world’s leading buy-side firms,
investment banks, law firms and advisory firms. By surrounding deep human expertise with proven technology, data and Al tools,
Octus unlocks powerful truths that fuel decisive action across financial markets. Visit octus.com to learn how Octus delivers
rigorously verified intelligence at speed and creates a complete picture across the credit lifecycle. Follow Octus on LinkedIn and X.

About Akin

Akin is a leading international law firm with more than 900 lawyers across 17 offices in, Europe, Asia, the Middle East and United
States. Akin's top-ranked Financial Restructuring practice is widely regarded as one of the most experienced and innovative
globally. The team advises creditors, sponsors, and distressed investors on some of the most high-profile and sophisticated
restructurings across Europe and beyond. Akin's market-leading Capital Solutions practice brings together expertise in leveraged
finance, private credit, and bespoke capital structuring, and the team is at the forefront of advising clients on creative and flexible
financing strategies, including preferred equity, hybrid instruments, and NAV-based lending.

With a strong presence in London and across Europe, Akin is a trusted adviser to financial sponsors, credit funds, and institutional
investors navigating today's dynamic leveraged finance landscape.
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About ELFA

The European Leveraged Finance Association (ELFA) is a buyside-only trade association comprised of European investors and non-
banklenders in the high-yield, leveraged loan, CLO and private debt markets. Its membership consists of more than 55 institutional
fixed income managers, including investment advisors, insurance companies, CLO managers and pension funds. ELFA seeks to
support the growth and resilience of the leveraged finance market while acting as the voice of its lender community by promoting
transparency and facilitating engagement among leveraged finance market participants. For more information, please visit ELFA's
website: https://elfainvestors.com/
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