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Software new-issue BSL covenant terms: until the past 6 months looser than the 

broader market 

After a punishing sell-off in late January and February, secondary levels for Software BSLs caught a bid in March. Even 

after bouncing back roughly three-quarters of a point, however, the average bid of JP Morgan BSL Index Software 

Names was down 6.1 points, to 88.7, in the year to March 13, and new-issue activity in the sector remains dormant, 

with managers reluctant to take on more exposure for obvious reasons. Where clearing spreads and covenant terms 

will shake out when the window for Software BSL opens is unclear, but most players expect the sector to pay a 

premium to issue as long as the AI overhang remains. That’s a significant turnabout from recent years when Software 

was a market darling. Indeed, a review of new-issue data from Covenant Review shows that these deals were, on 

average, structured with looser documents than non-Software loans in recent years—though that gap closed 

significantly in 2025 and disappeared entirely in Q4.  

From a 5,000-foot view, the average Documentation score of new-issue Software loans were, on average, 0.36 looser 

on Covenant Review’s scale of 1 (most protective) to 5 in 2024 before closing to 0.12 in 2025, the narrowest since we 

started tracking this data in 2020. Isolating the Q4 data, what’s more, Software BSLs average Documentation Score was 

even with non-Software loans at 3.83. Over the first nine months of last year, by comparison, Software Scores were, on 

average, 0.14 looser.  
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Baskets  

Average day-one minimum basket levels helped drive this trend. Notably, in Q4 average limits for Software BSLs were 

lower than those of non-Software loans, reversing the rule of prior years. 

 

Highly Negotiated Terms  

For key terms, the record is less consistent—critically, though, the share of Software BSLs with effectively uncapped 

EBITDA adjustment definitions remained well wide of the broader population in 2025 overall and Q4 specifically. 
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2020 0.78x 0.86x 1.64x 2.05x 0.49x 0.70x 1.15x 1.44x

2021 1.03x 1.08x 2.31x 2.41x 0.68x 0.69x 1.57x 1.72x

2022 1.03x 1.09x 2.27x 2.50x 0.65x 0.60x 1.49x 1.72x

2023 0.92x 0.92x 2.01x 2.45x 0.56x 0.68x 1.27x 1.54x

2024 1.17x 1.24x 2.63x 3.16x 0.78x 0.89x 1.69x 2.10x

2025 1.34x 1.64x 2.88x 3.20x 0.92x 0.90x 2.01x 1.91x

1Q-3Q 2025 1.35x 1.70x 2.87x 3.18x 0.92x 0.90x 1.96x 1.87x

4Q2025 1.31x 1.10x 2.95x 2.86x 0.92x 0.80x 2.23x 2.01x

Source: Covenant Review, A Fitch Solutions Service

Free & Clear General Debt Restricted Payments
Investment in 

Unrestricted Subs

Average Day-One Minimum Basket Limit as a Multiple of Initial Pro Forma EBITDA
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2020 51% 47% 40% 39% 59% 61% 36% 39%

2021 53% 73% 47% 35% 70% 72% 47% 55%

2022 46% 63% 45% 42% 72% 83% 46% 54%

2023 49% 79% 40% 42% 73% 79% 43% 46%

2024 54% 70% 53% 64% 83% 90% 57% 67%

2025 55% 69% 53% 51% 88% 85% 63% 59%

1Q-3Q 2025 53% 67% 53% 50% 88% 84% 63% 57%

4Q2025 62% 80% 55% 60% 86% 90% 63% 70%

Source: Covenant Review, A Fitch Solutions Service

% of BSLs with Highly Negotiated Terms
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Blockers 

The story is also mixed for named blockers. 

 

 

– 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 

 

 

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 cr iminally 

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 situa tion. 

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 prof essional. 

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 agr eement 

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 
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2020 16% 18% 5% 20% 72% 76% 62% 68%

2021 39% 31% 35% 35% 77% 73% 68% 56%

2022 48% 46% 55% 58% 84% 79% 74% 70%

2023 56% 58% 60% 63% 89% 83% 78% 63%

2024 59% 44% 67% 75% 86% 81% 73% 68%

2025 65% 49% 72% 79% 86% 79% 76% 78%

1Q-3Q 2025 64% 45% 72% 78% 86% 78% 76% 76%

4Q2025 67% 70% 73% 90% 86% 90% 73% 90%

Source: Covenant Review, A Fitch Solutions Service
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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 indent ure, 

credit agreement, security or guarantee agreement, or other bond or loan documents, will generally be determined by the issue r or 

its counsel, or in certain circumstances, by a court or administrative body.  

https://know.creditsights.com/

