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Total U.S. leveraged lending during the first half of 2022 has experienced
heightened volatility given global economic uncertainty, continued
inflationary pressures and greater geopolitical risk. According to Debtwire,
total leveraged loan volume declined 23 percent compared to the prior
year to approximately $612 billion and institutional leveraged loan volume
declined 62 percent compared to the prior year period to approximately
$200 billion. Institutional refinancing and repricing volume was hit
particularly hard as the Federal Reserve ended its stimulus programs

and rising interest rates created significant market uncertainty. Instead,
borrowers utilized revolvers and asset backed facilities which helped to offset
some of the institutional loan volume decline.

The M&A market faced similar headwinds and deal volume decreased 14
percent compared to the prior year period to more than $989 billion through
June 2022, according to PitchBook. While previously negotiated deals closed,
announced activity diminished due to market uncertainties. The M&A market
outlook for the second half of 2022 and 2023 is uncertain, and valuations
appear to have peaked.

The economy faces uncertainties given recent data points. The U.S.
Consumer Price Index hit 9.1 percent in June 2022, a 40-year high, as rising
demand, wage pressures and supply chain disruptions pushed up prices.
The GDP recorded a second quarterly decline during Q2, and the Federal
Reserve increased rates again by 75 bps at the end of July. There is debate as
to whether we are technically in a recession because of low unemployment
rates and pockets of economic strength. Whether we are in a recession

or not, economic momentum has slowed significantly, and the Federal
Reserve's window of opportunity to produce a soft landing for the economy
may be quickly closing.

BDO CAPITAL ADVISORS, LLC
PROVIDES INVESTMENT BANKING
SERVICES IN THE AREAS OF:

> Capital Raising > ESOP Advisory

> Sell-Side » Board Advisory
Advisory > Special

» Acquisition Situations
Advisory

PLEASE DIRECT INQUIRIES TO:

WILLIAM R. SHIRY, JR.
Managing Director, Chicago
312-233-1856 (Direct)
wshiry@bdocap.com

| BDQ BDO CAPITALADVISORS, LLC

®

e "'Trusted Investment Bankers for the Middle Market”



mailto:wshiry%40bdocap.com?subject=

2 DEBT MARKET UPDATE / Q3 2022

U.S. INSTITUTIONAL LEVERAGED LOAN USE OF PROCEEDS YTD* 2022 ($ IN BILLIONS)
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Refinancing Debt Repay Repricing

Source: Debtwire Par; *YTD as of 6/30/22

Total Debt/EBITDA

< $5M > $10M > $20M
Jun 2022 2.75x - 3.75x 4.25x - 5.25x 5.00x - 6.50x
Mar 2022 3.00x-4.00x 4.50x - 5.50x 5.50x - 6.50x
Jun 2021 3.00x - 4.00x 4.25x - 5.50x 5.00x-6.00x

Source: BDO Capital estimates

In the private debt market, approximately $48 billion of
loans were issued for middle market borrowers during Q2
2022, down 17 percent from the prior year period. New
money transactions accounted for approximately half of

the quarterly volume, with the remaining for refinancing as
borrowers continued to opportunistically extend maturities
ahead of future interest rate hikes. Sponsor-backed financings
accounted for approximately USD 14 billion of volume in Q2
2022 which represented a 35 percent decline compared to
the prior year period. Leveraged buyout volume was down 65
percent compared to the prior year as sellers expected market
high purchase prices to continue, while buyers worried about
market volatility and economic outlook.

Senior Debt/EBITDA

< $5M > $10M > $20M
Jun 2022 1.50x - 2.50x 2.50x - 3.25x 3.25x - 5.50x
Mar 2022  1.75x-2.75x 2.75x - 3.50x 3.50x - 5.50x
Jun 2021 1.75x - 2.75x 2.75x - 3.50x 3.50x - 4.75x

Source: BDO Capital estimates

General Dividend DIP Recap Other
Corporate

Recap Financing

Sub. Debt Pricing (Total Coupon)

< $5M > $10M > $20M
Jun 2022 13% - 15% 1% -13% 9% —11%
Mar 2022 12% - 15% 10% - 13% 8% —11%
Jun 2021 12% - 14% 10% - 12% 9% —11%

Source: BDO Capital estimates

Despite increased market volatility, private lenders continued
to provide availability. The direct lending market offers greater
confidentiality, flexibility and customization for borrowers
while providing more structural protections for lenders. This
availability comes at a price but yields in the private debt
market have seen less volatility than the broader leveraged
loan market. Read additional BDO Capital commentary on
capital raising strategies in PitchBook's Q2 2022 Global

M&A Report.

Senior Debt Pricing

Bank < $10M* > $15M*

Jun2022  S42.5%-5.0% S+63%-8.8%  S+5.0%-7.5%

Mar 2022 S+2.0%-45%  S+5.8%-83%  S+4.5%-7.0%

Jun 2021 L4+2.5% - 4.5% L+5.5% - 7.5% L+4.0% - 6.0%

*Non-bank lenders / 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
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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
and Technology, Media & Telecom 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 70+ offices
and more than 8,200 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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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.

© 2022 BDO USA, LLP. All rights reserved..
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