DEBT MARKET UPDATE
August 2020

The combined July Credit Managers’ Index (CMI) from the
National Association of Credit Management (NACM) has
steadily increased by more than 15 points in the past three
months, returning to levels last seen in early 2020 and late
2019. The combined CMI increased by 4.7 points in July to
55.6, which is roughly where it was in November 2019.
For transactions that manage to close, pricing is also back
on track, recovering to levels just shy of pre-pandemic
conditions. There are transactions underway, particularly in
the lower middle market, but large deals remain limited.
The volume of non-syndicated loans reached an all-time high
in the first quarter of 2020, as the pandemic began, continuing
a trend toward more single-lender, and “club deals”, which
are credit facilities provided by a small group of lenders.
Lenders have been clamoring for the more attractive yields
that can be attained by directly originating loans to small
and midsize companies. Business Development Companies
(BDCs) generally have been an increasingly important provider
of credit to small and midsize companies. For borrowers, a
directly originated loan from either a single lender or a small
group eliminates the syndication process, which doesn’t
typically establish final pricing until close. In addition to higher
yields, directly originated loans offer ease in negotiations, such
as during amendments, modifications and workouts.
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INFLOWS TO MIDDLE MARKET LOAN (<$350M) ASSETS
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Given the recent drop in Treasury yields, most lenders are requiring LIBOR floors in the pricing of new deals, as well as concessions
for amendments, modifications and credit relief. While LIBOR floors were commonly found in non-bank and institutional financings,
they have not historically been a requirement for middle market commercial banks.
Total Debt/EBITDA

Sub. Debt Pricing (Total Coupon)

< $5M

> $10M

> $20M

Aug. 2020

2.50X - 3.25X

3.50X - 4.50X

4.00X - 5.00X

Aug. 2020 13.00% - 15.00% 11.00% - 13.00% 10.00% - 11.50%

Jul. 2020

2.50X - 3.25X

3.50X - 4.50X

4.00X - 5.00X

Jul. 2020

13.00% - 15.00% 11.00% - 13.00% 10.00% - 11.50%

Aug. 2019

3.00X - 4.00X

4.25X - 5.50X

4.50X - 6.00X

Aug. 2019

11.00% - 14.00% 10.00% - 12.00% 8.00% - 10.00%

Source: BDO Capital estimates

< $5M

> $10M

> $20M

Source: BDO Capital estimates

In the asset-based lending (ABL) segment, Senator Mike Crapo (R-ID), Chairman of the U.S. Senate Banking Committee, urged
lawmakers in a letter to Treasury Secretary Steven Mnuchin and Federal Reserve Chairman Jerome Powell, to “quickly expand
the Main Street Lending Program (MSLP) by setting up an asset-based lending program”, stating that “establishing a facility to
accommodate asset-based lending could open access to critical resources for several industries that could not otherwise access the
MSLP based on earnings or cash flow metrics.”
As small businesses exhaust their Paycheck Protection Program (PPP) funds, asset-based loan providers should find themselves in
less competition with the government to provide liquidity to entrepreneur-owned businesses. Asset-based lenders are charging an
additional 100bp-250bp on individual loans today compared to the rates available before the pandemic.
Senior Debt/EBITDA

Senior Debt Pricing

< $5M

> $10M

> $20M

Aug. 2020

1.50x - 2.00x

2.50x - 3.00x

2.75x - 3.50x

Jul. 2020

1.50x - 2.00x

2.50x - 3.00x

2.75x - 3.50x

Aug. 2019

1.75x - 2.50x

2.50x - 3.75x

3.00x - 5.00x

Source: BDO Capital estimates

Bank

< $7.5M*

> $15M*

Aug. 2020

L+3.50% L+4.50%

L+6.50% L+8.50%

L+5.50% L+7.50%

Jul. 2020

L+3.50% L+4.50%

L+7.00% L+8.50%

L+6.00% L+8.00%

Aug. 2019

L+2.50% L+4.00%

L+4.50% L+6.50%

L+4.00% L+6.00%

*Non-bank lenders / Source: BDO Capital estimates
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SELECT TRANSACTIONS

U.S. Auto Sales
$60,000,000
Revolving Credit Facility

WT Hardwood Groups
$60,000,000
Senior Credit Facility & Junior Capital

Jindal Films
$50,000,000
Senior Credit Facility

TruFoodMfg
$36,000,000
Senior Credit Facility

MOGAS Industres, Inc.
$50,000,000
Senior Credit Facility

Leader Distribution Systems, Inc.
$9,000,000
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, special situations, acquisition advisory, capital raising 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 65+ offices and over 6,000
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 100 countries with approximately
2,500 professionals who are able to meet the investment banking needs of clients across the globe.
This publication has been carefully prepared, but should be seen as general guidance only. You should not act upon the information
contained in this publication without obtaining specific professional advice. Please contact BDO Capital Advisors, LLC to discuss
these matters in the context of your particular circumstances. BDO accepts no responsibility for any loss incurred as a result of
acting on information in this publication.
© 2020 BDO Capital Advisors, LLC. All rights reserved. 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.
BDO is the brand name for BDO USA, LLP, a U.S. professional services firm providing assurance, tax, and advisory services to a wide range of publicly traded and
privately held companies. For more than 100 years, BDO has provided quality service through the active involvement of experienced and committed professionals. The
firm serves clients through more than 65 offices and over 740 independent alliance firm locations nationwide. As an independent Member Firm of BDO International
Limited, BDO serves multi-national clients through a global network of more than 88,000 people working out of more than 1,600 offices across 167 countries and
territories.
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. BDO is the brand name for the BDO network and for each of the BDO Member Firms. For more information
please visit: www.bdo.com.
Material discussed is meant to provide general information and should not be acted on without professional advice tailored to your needs.
© 2020 BDO USA, LLP. All rights reserved.

