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U.S. leveraged lending sentiment moderated significantly in

2022 with net withdrawals of $9B from the asset class according
to Yahoo Finance, following a banner year in 2021 during which

investors increased their leveraged lending allocation by $35B." In —
2022 the Federal Reserve reversed its stimulatory policy stance BDO CAPITAL
and oversaw a series of interest rate hikes, which combined ADVISORS, LLC
with heightened geopolitical risks has hampered institutional PROVIDES INVESTMENT
risk appetite. BANKING SERVICES IN
THE AREAS OF:

Against this landscape, U.S. M&A activity declined from 2021 levels. Per PitchBook's
Global M&A Report, total M&A deal value in 2022 was $2.2T, down from $2.9T

in 2021. The decline in transactions was especially felt in the second half of 2022,
continuing a downward trend from Q4 of 2021, the highest quarter on record,
during which $800B in M&A transaction value was closed. Hesitancy from sellers

as valuations waned partly drove a slowdown in the latter half of 2022. However,
changing attitudes from buyers also contributed to shrinking deal volume as
increased borrowing and leverage costs weighed on traditional LBO models and a
dry leveraged loan market added a hurdle to closing buyout deals. PLEASE DIRECT
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Special Situations

As the leveraged loan market retracted in the second half of 2022, much of the
lending gap was filled by private credit lenders. Low pandemic-era interest rates
drove a wave of increased private credit fundraising in 2020 and 2021 as a means
of obtaining more attractive yields. In 2022, as leveraged loans dried up private
lender GPs saw an opportunity to deploy capital. In 2021, LBO financings were
done in roughly equal numbers by private credit and by syndication according to WILLIAM R. SHIRY, JR.
PitchBook's Q4 U.S. Leveraged Loan Wrap data. In 2022, LBOs with private credit Managing Director, Chicago
financings outnumbered LBOs with syndicated loans by more than 5x°. 312-233-1856 (Direct)

wshiry@bdocap.com
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US INSTITUTIONAL LEVERAGED LOAN QUARTERLY ISSUANCE
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Total Debt/EBITDA

< $5M > $10M > $20M
Jan2023  3.00x-4.00x 3.50x - 5.00x 4.00x - 5.50x
Nov 2022  3.00x-3.75x 3.50x - 4.50x 4.00x - 5.00x
Jan2022  3.00x-4.50x 4.00x - 5.50x 4.50x - 6.00x

Source: BDO Capital estimates

Coming off four quarters of consecutive atrophy, U.S.
institutional leveraged loans saw a meaningful increase in
Q4 2022 with $35B in issuances — a 60 percent increase over
Q3 which totaled $22B2. The increase was driven by $21B of
refinancings, over five times the refinancing volume of Q3
2022, though lower than any quarter in 2021°. Corporate
refinancings were particularly clustered in term loan B
issuances as borrowers looked to extend maturities for loans
that were coming due within 24 months?. Leveraged loan
issuances for LBO M&A declined in the 4th quarter,
reflecting M&A market sentiment and increasingly
expensive debt packages.

Senior Debt Pricing

Bank < §7.5M* > $20M*

Jan2023  S+3.75%-5.0% S+6.5%-8.0%  S+6.0%-7.5%

Nov 2022 S+4.0%-5.0% S+7.5% -9.0% $+6.5% - 7.5%

Jan2022 4+2.25%-4.0%  L+5.0%-7.5% L+4.5% - 6.0%

*Non-bank lenders / Source: BDO Capital estimates

B Refinancing M Divided Recap

M Other

Senior Debt/EBITDA

< $5M > $10M > $20M
Jan 2023 1.50x - 2.50x 2.50x - 3.00x 3.00x - 4.00x
Nov 2022 1.50x - 2.00x 2.25x - 2.75x 2.75x —3.50x
Jan 2022 1.75x - 2.75x 2.75x - 3.50x 3.25x - 5.00x

Source: BDO Capital estimates

Q4 M&A related issuances totaled $12.8B, the lowest quarter
in the past 10 years, as many deal closings were postponed
until 2023 amid debt financing impediments?.

Institutional leveraged loans due to mature within the next 36
months are at a year-end record high of $298B, with the bulk
of those coming due in 20253. This steep increase from $177B
at year-end 2021 highlights the increased difficulties borrowers
have had refinancing their leveraged debt in 2022 with an
especially slow market in the 3rd quarter of 20222,

3. Leveraged Commentary & Data

Sub. Debt Pricing (Total Coupon)

< $5M > $10M > $20M
Jan 2023 13% -15% 12% - 14% 1% -13%
Nov 2022 13% -15% 12.5% - 14% 11.5% -13%
Jan 2022 1% -14% 9.5% - 12% 9% - 11%

Source: BDO Capital estimates
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SELECT TRANSACTIONS
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U.S. Auto Sales WT Hardwood Groups Jindal Films
$60,000,000 $60,000,000 $50,000,000
Revolving Credit Facility Senior Credit Facility & Junior Capital Senior Credit Facility

& m

M ]:. ﬂuﬂuﬂ

TruFoodMfg MOGAS Industres, Inc. Leader Distribution Systems, Inc.
$36,000,000 $50,000,000 $9,000,000
Senior Credit Facility Senior Credit Facility Senior and Subordinated Notes

ABOUT BDO CAPITAL ADVISORS

BDO Capital Advisors, LLC, a wholly-owned affiliate of BDO USA, LLP, is a leading middle market investment bank that focuses on
sell-side advisory, acquisition advisory, capital raising, ESOP advisory, special situations and board advisory services with offices
located throughout the United States. The firm has deep industry knowledge, extensive cross-border transaction experience

and superior execution capabilities. The firm has broad industry expertise and contacts having closed transactions within the
Manufacturing & Distribution; Consumer, Food & Retail; Healthcare & Life Sciences; Business Services; Energy & Natural Resources;
Technology, Media & Telecom; Architecture, Engineering & Construction; and Government Contracting sectors. Our seasoned
investment bankers have collectively advised on hundreds of transactions for a variety of clients including family-owned businesses,
entrepreneur-led companies, public corporations and leading private equity firms. Our professionals also draw upon the full depth
and breadth of BDO USA's national resources which include 80+ offices and more than 9,600 professionals located throughout the
United States.

The firm has worldwide access to buyers, sellers and offshore investors via the Corporate Finance practices of BDO International’s
network of independent member firms. BDO International Corporate Finance firms operate in approximately 120 countries with
approximately 2,500 professionals who are able to meet the investment banking needs of clients across the globe.

BDO Capital Advisors, LLC is a separate legal entity and is an affiliated company of BDO USA, LLP, a Delaware limited liability
partnership and national professional services firm. BDO Capital Advisors, LLC is a FINRA/SIPC member firm. For more information
please visit: www.bdocap.com
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ADDITIONAL BDO CAPITAL ADVISORS CONTACTS:

ROBERT SNAPE > BLAKE HEAD

President . Managing Director, ESOP Advisory Group Head
617-239-4177 (Direct) ' 404-979-7122 (Direct)

bsnape@bdocap.com bhead@bdocap.com

VALENTINA MIDURA PATRICK BISCEGLIA

Senior Managing Director : Managing Director

617-422-7593 (Direct) ‘ 804-401-4311 (Direct)
vmidura@bdocap.com I pbisceglia@bdocap.com

»  ERICHIGGINS
Managing Director

- o
A ]JV 617-422-0904 (Direct)
‘ ehiggins@bdocap.com

BDO Capital Advisors, LLC, a FINRA/SIPC Member Firm, is a separate legal entity and is an
affiliated company of BDO USA, LLP, a Delaware limited liability partnership and national
professional services firm.

At BDO, our purpose is helping people thrive, every day. Together, we are focused on

delivering exceptional and sustainable outcomes — for our people, our clients and our
communities. Across the U.S., and in over 160 countries through our global organization,
BDO professionals provide assurance, tax and advisory services for a diverse range

of clients.

BDO is the brand name for the BDO network and for each of the BDO Member Firms.
BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO
International Limited, a UK company limited by guarantee, and forms part of the
international BDO network of independent member firms. www.bdo.com

Material discussed in this publication is meant to provide general information and should
not be acted on without professional advice tailored to your needs.

© 2023 BDO USA, LLP. All rights reserved.
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