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Current Perspectives on the Debt Capital Markets
• The COVID-19 Pandemic has absolutely caused disruption in the credit markets. While many banks and
non-banks remain “open for business,” the reality is a high bar exists for the issuance of capital in this
environment
• The major banks are overwhelmed by request for the Paycheck Protection Program (PPP) and are reorienting resources to accommodate the massive inflow of applications
• Even for stronger credit profiles, the major banks are not looking to bring on new borrowers. They are,
however, supporting existing borrowers as lines of credit get fully drawn and cash is hoarded by clients.
This has caused bank balance sheets to swell, and they are trying to manage this prudently
• Many second-tier banks and regional banks are stepping in to fill the gap. Most finance companies,
BDC’s and other private lending companies are also becoming very active. A ‘plain vanilla’ deal of three
months ago that would be executed by a major bank will now find the best execution with a smaller
bank or finance company, possibly a name previously unknown to the borrower
• Some BDC’s are getting creative by focusing on loan-to-value (LTV) for rescue-finance type of situations.
Asset-laden borrowers which may benefit from this approach include real estate holding companies and
sports teams
• The second lien market is shrinking as those lenders are opting to either do a complete unitranche or a
true mezzanine for additional debt, with the pricing and (potential) equity participation customary for
that type of loan
• Lender diligence has become problematic (especially appraisals), but some lenders are finding remote
workaround solutions to their diligence requirements
• On balance, across all loan types (ABL, cash flow term, unitranche, etc.), it appears pricing is kicking up
100-200 bps, although it is too early to conclude anything definitive

• With all of these challenges and the fluidity of the market, it will be especially challenging for even an
experienced CFO or seasoned PE professional to discern the right credit solution. The best alternative
will often be with the name of a previously unfamiliar institution
• There is still a great deal of uncertainty as to long term effects. Each incremental week of shutdown
digs us further into the hole from which we will need to inevitably dig out. The ultimate effect on
defaults, as well as on vendor payment delinquency, remains to be seen
• The debt capital markets are evolving and changing week to week, even day to day. BHC has decades
of experience and wide-ranging relationships with both traditional bank and non-bank sources of
capital. We are ideally suited to help our clients navigate these unchartered waters
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