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Our Panelists

The Honorable James M. Peck
* Former U.S. Bankruptcy Judge in the Southern District of New York
* Chair of Morrison & Foerster’s Cross-Border Restructuring and Mediation Practices

Ty Wallach
* Managing Director and CIO of Credit at Atlas Merchant Capital
* Previously a Partner and Co-Portfolio Manager at Paulson

Paul Sheaffer
* Partner at PJT Partners in the Restructuring and Special Situations Group
* Previously worked at Blackstone and Angelo Gordon
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"Easy Money” and Low Interest Rates Are Over

+ Since the end of 21 the 5-year

treasury yield has increased ~3x. 12% Sy UST Yield

HY YTW

« Loanissuers have seen interest costs 1o% ~Levloan3-YearYVield
rise alongside rates.

8%
* Bond issuers are seeing significantly

higher borrowing costs on 6%

refinancing.
4%
2%
0%

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
‘Source: Bloomberg, Factset, CreditSights
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Maturities Picking up in 2024 & 2025

° There are more than $300 bn Of HY Bond Only Capital Structures with >=50% of Bonds Maturing Through 2025

Total Outstanding Total Maturing Average Coupon on Current

and Loan maturities in '24/'25 SR () () R o B L 4 T

) Total 75 66,308.4 53,562.3 6.4% 89%  -243bp

BB 33 34,2055 24,584.9 5.4% 74%  -194 bp

) B 32 20,990.1 18,239.6 6.6% 9.1%  -247 bp

e Of that, more than $19O bnis from cec g 5,406.7 5,031.7 8.8% 149%  -608bp
issuers WhO have 50% or more Of CC or Lower 1 5,706.1 5.706.1 11.9% 21.9% =-1001 bp

Source. CreditSights, Fact3ed. ICE Data ingices, LLC
“REfiects average Coupon bkess Cument YTW

their capital structure coming due.

Loan Only Capital Structures with >=50% of Loans Maturing Through 2025

Current
Total Outstanding Total Maturing Average Spread on Ne:vrlr::ue
i : #of | (SMM) (SMM) Maturities Through 25 Spread  Difference*
* Forbond issuers, especially lower Total T 75.224.7 YT bp w bp er?:oc;p
rated ones, marking that couponto & &2 151087 Thi0eT e
-’ e 68 44,829.4 44,829.4 379 bp 466 bp -87 bp
market will be costly. cce 28 12,688.6 12,688.6 427 bp NA

Source: CregnSghts, Credd Suisse Leveraged Loan Index. LevFn insights. a Fiich Solutions Comparry

* Refiects average spread on matuntes less curent new issue spread

Loan & Bond Capital Structures with >=50% of Loans Maturing Through 2025

« Elevated interest costs likely to Total Bonds & Loans Total Bonds & Loans
become an issue for both bond and Outstanding Maturing
loan issues if risk free rates remain 02" Rating Eotlssuers AR (M)
Total 20 64,817.4 36,4035
elevated for longer. BB 8 22,694.2 10,958.8
B 11 39,631.4 23.087.9
cce 1 24917 2.356.7

Source: CreditSights, Credit Suisse Leveraged Loan Index, LevFin Insights, a Fitch Solutions Company
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Elevated Interest Costs a Likely Source of Stress

LU

0.5x

— Y

Non-Public Loans

W

HY vs Loans: Interest Coverage - <=CCCs HY vs Loans: Interest Coverage - Bs
10

6.0x
— {1
Non-Public Loans
5.0x Public Loans
Combined Loans
4.0x
-"""'-...__
3.0x
2.0x \\.// /-"’_\—’//
1.0%
0.0x

Mar-20  Jun-20  Sep20  Dec20  Mar2l  Jun2l  Sep21  Dec2l  Mar22  Jun22  Sep22  Dec2?  Mar23 Jun23 Mar-20  Jun-20  Sep-20  Dec20  Mar-21  Jun21  Sep-21  Dec21  Mar-22  Jun22  Sep22  Dec22  Mar-23 Jun.23
Soume: CredtSights, Didy Research and Analytics, ICE Dafa Indices, LLC Source: CreditSights, Dby Research and Anahylics, ICE Data Indices, LLC
* Interest Coverage ratios, especially for loan issuers, * Tothe extent we see any kind of economic

have been trending down in recent quarters. contraction stress could compound.
* AsLoanand Bond issuers refinance the '24 and '25

maturities ratios could get even worse, especially for

lower rated companies.
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Loose Covenants Increase Optionality

Loose Covenants, Especially for Sponsor Deals, Leave Open Options for Creative Liability Management Transactions

Weighted Average Documentation Score of the Credit Suisse Leveraged
Loan Index: All, PE-Backed & Non-PE

20 More Protective

Percentage of Credit Suisse Leveraged Loan Index with Key Covenant Loopholes
as of September 30, 2023

Envision Loophole _
2.5
vien carveout
3.0
Phantom Guarantee (Petsmart/Chewy |
3.5 Loophole”
40 Pass-Through InvestmenEBasket(”J.Crew [ ]
PE-Backed Loans Trapdoor”)
42 Majority Consent Voting (“Serta Loophole”) _
Less Protective jortty & P
50 0% 25% 50% 75% 100%
Q@ 9 9 9 9 O N0 O OO N HVY DN DY DDA DD DD
A A NN AV S
b‘O- ,\'O q/O- (bO- b(O- ,\’O- '1/0' rbO- VO' ,\/O- q’O- ,bO- b‘O- ,\/O- W/O' ,bO- b‘O- ,\/O- r\/O- of W PE-Backed Loans All
Source: Covenant Review, a Fitch Solutions Company, Credit Suisse Leveraged Loan Index Sources: Covenant Review, a Fitch Solutions Company; Credit Suisse Leveraged Loan Index
H N Research
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Defaults Have Been Rising and Should Continue to Do So

14.0

12

10

N [e) o
o o o
o o o
N N 9\

Source: Fitch Ratings, Fitch U.S. Leveraged Loan and High Yield Default Indices
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This Reportis for informational purposes only. Neither the information contained in this Report, nor any opinion expressed therein is intended as an offer or solicitation with respect
to the purchase or sale of any security or as personalized investment advice. CreditSights and its affiliates do not recommend the purchase or sale of financial products or securities,
and do not give investment advice or provide any legal, auditing, accounting, appraisal, valuation or actuarial services. Neither CreditSights nor the persons involved in preparing this
Report or their respective households has a financial interest in the securities discussed herein. Recommendations made in a report may not be suitable for all investors and do not
take into account any particular user’s investment risk tolerance, return objectives, asset allocation, investment horizon, or any other factors or constraints.

Information included in any article that includes analysis of documents, agreements, controversies, or proceedings is for informational purposes only and does not constitute legal
advice. No attorney client relationship is created between any reader and CreditSights as a result of the publication of any research report, or any response provided by CreditSights
(including, but not limited to, the ask an analyst feature or any other analyst interaction) or as the result of the payment to CreditSights of subscription fees. The material included in
an article may not reflect the most current legal developments. We disclaim all liability in respect to actions taken or not taken based on any or all the contents of any research report
or communication to the fullest extent permitted by law.

Reproduction of this report, even for internal distribution, is strictly prohibited. Receipt and review of this research report constitutes your agreement not to redistribute, retransmit,
or disclose to others the contents, opinions, conclusion or information contained in this report (including any investment recommendations or estimates) without first obtaining
express permission from CreditSights. The information in this Report has been obtained from sources believed to be reliable; however, neither its accuracy, nor completeness, nor
the opinions based thereon are guaranteed. The products are being provided to the user on an “as is” basis, exclusive of any express or implied warranty or representation of any
kind, including as to the accuracy, timeliness, completeness, or merchantability or fitness for any particular purpose of the report or of any such information or data, or that the
report will meet any user’s requirements. CreditSights may issue or may have issued other reports that are inconsistent with or may reach different conclusions than those
represented in this Report, and all opinions are reflective of judgments made on the original date of publication. CreditSights is under no obligation to ensure that other reports are
brought to the attention of any recipient of the Products.

Certain data appearing herein is owned by, and used under license from, certain third parties. Please see Legal Notices for important information and limitations regarding
such data. For terms of use, see Terms & Conditions.

If you have any questions regarding the contents of this report contact CreditSights at legal@creditsights.com.

© 2023. CreditSights, Inc. All rights reserved.
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