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Q1 LMT Covenant, Spread Changes Pre- and Post-Transaction, By the Numbers

In Q1, 11 Liability Management Transactions for broadly syndicated loans hit the tape, according to Covenant
Review’s comprehensive database of such executions. That’s roughly on pace with 2024 and 2025 activity, as this
chart shows.
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LMTs have, clearly, have become the dominant way to deal with balance sheet stress of BSL, accounting for 3.3
percentage points of the 4.9% default rate registered among Fitch Ratings’ U.S. Leveraged Loan Universe the 12
months ended March 31.

Ahead, we run down the extent to which lenders tightened documents and increased spreads via LMTs from the
predecessor loans of the borrowers in question.

Documentation Scores

e During Q1, the average Documentation Score of LMT facilities stood at 2.07 on Covenant Review’s scale of 1
(most protective) to 5. That compares with 3.53 for the original BSLs. Two observations: (1) Q1’s 1.46 move in
the direction of lenders is a tick above 2025’s average of 1.33 but is down from 1.56 in 2024 and (2) the Q1
average post-LMT Score is the most protective since 2022.

Average Documentation Score of Original BSL and LMT Facility
by Year of the LMT Execution
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Basket Capacity

e The Q1 LMT facilities significantly tightened the screws on day-one maximum capacity for debt issuance,
restricted payments, and investments in unrestricted subsidiaries as lenders look to make sure their position in
the capital stack is ironclad.

Average Day-One Basket Capacity as a Multiple of Pro Forma
EBITDA of Original BSL and LMT Facility, 1Q 2026
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Pick-Your-Poison

e Among the Q1 executions, none of the LMT facilities had a pick-your-poison provision, compared with 40% of
the original BSLs

Private Buyback
e Amongthe Q1 LMTs, each cleared with a Private Buyback Blocker, compared with 75% pre-LMT.
Blockers

e Lenders kept or brought each of the named blocker categories—except the full Chewy Blocker—to 100% via

Q1 LMTs.
Share of Loans with Named Blockers, Original BSL vs LMT
Facilities, 1Q 2026
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Spreads

e Q1 LMT transactions boosted spreads, on average, by 237bps—the largest increase on record—to S+645 post-
LMT from S+408 pre. That compares with an average increase of 92bps in 2025: to S+558 from S+465.

Average Spread of Original BSL and LMT Facility by Year of the
LMT Execution
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- By Steve Miller, smiller@covenantreview.com.

For additional covenant stats or other cuts of the data, please contact research@covenantreview.com.

For subscription information or other Covenant Review content, please subscriptions@creditsights.com.
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Disclosures

This report is the product of Covenant Review. Covenant Review is an affiliate of Fitch Group, which also owns Fitch Ratings.
Covenant Review is solely responsible for the content of this report, which was produced independently from Fitch Ratings.

All content is copyright 2026 by Covenant Review, LLC. The recipient of this report may not redistribute or republish any of the
information contained herein, in part or whole, without the express written permission of Covenant Review, LLC and we will criminally
and civilly prosecute copyright violations against firms and individuals who unlawfully distribute our work. The use of this report is
further limited as described in the subscription agreement between Covenant Review, LLC and the subscriber. The information
contained in this report is intended to generally describe certain covenant features. This report is not comprehensive, is not
confidential to any person or entity, and should not be treated as a substitute for professional advice in any specific situation.
Covenant Review, LLC makes no warranty, express or implied, as to the fitness of the information in this report for any particular
purpose. If you require legal or other expert advice, you should seek the services of a qualified attorney or investment professional.
Covenant Review, LLC does not render, and nothing in this report constitutes, legal or investment advice, and recipients of this report
will not be treated or considered by Covenant Review, LLC as clients or customers except as described in the subscription agreement
between Covenant Review, LLC and the subscriber. Any covenants discussed herein may be based on those contained in the
preliminary offering memorandum or draft credit agreement distributed by the issuer or borrower in connection with the issuance of
the bonds or loans, and the covenants published in the final offering memorandum or contained in the final indenture or credit
agreement may differ from those presented herein. The reader should be aware that the final interpretation of any bond indenture,
credit agreement, security or guarantee agreement, or other bond or loan documents, will generally be determined by the issuer or
its counsel, or in certain circumstances, by a court or administrative body.
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