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According to the National Bureau of Economic Research,

the U.S. is officially in a recession, yet it may be brief given
recent signs of job growth and a pickup in economic activities
from the reopening of various states and municipalities. To
ensure there is adequate liquidity to support an economic
recovery, the Federal Reserve (Fed) is committed to holding
its benchmark interest rate near zero through 2022 as well
as to a continued increase in its bond holdings. These actions
by the Fed have helped spur the recent run-up in the capital
markets, but additional measures will be needed to address
the fundamental issues underlying the economy in the

form of another economic relief package as well as a
potential $1 trillion infrastructure program contemplated

by the government.

While debt market conditions and availability are showing
signs of improvement, pricing and leverage has significantly
tightened compared to pre-COVID days. Most lenders have
moved past a survival mindset focused on remediating
existing portfolio clients to actively seeking new business.
Further, the market is becoming increasingly accustomed to
a virtual deal process that involves reviewing, processing, due
diligencing, documenting, and closing transactions without
in-person meetings.
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The deals getting done will be businesses that resonate with
investors in the time of COVID-19 and are “storied” in some
way or another with the concept of “Normalized EBITDA"

(i.e. pre-COVID-19 annualized EBITDA or other creative
approaches). If the “story” is simply the impact of COVID-19,
there will be more liquidity for most issuers while those in the
truly hard-hit sectors (e.g. hospitality, restaurants, and brick
and mortar retail) will likely encounter difficulties.

Syndicated middle market (<$50M EBITDA) loan volume has
been declining since 2017, hit a low in 2019 at $5.7B in new-
issue loans, and the expectation is for an even lower trough in
2020. While direct lending activity previously helped to offset
loan demand, the COVID-19 pandemic has also significantly
impacted this market as more direct lenders are likely to be
entering the business of owning companies and shepherding
borrowers through workouts. Credit providers with cash to
put to work had their choice of lender-friendly deals as the
COVID-19 pandemic impacted financial markets globally.

Total Debt/EBITDA

< $5M > $10M > $20M

2.50X - 3.50X - 4.00X -
June 2020

3.25X 4.50X 5.00X

2.50X - 3.50X - 4.00X -
May 2020

3.25X 4.50X 5.00X

3.00X - 4.00X - 4.50X -
June 2019

4.00X 5.00X 6.00X

Source: BDO Capital estimates
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Sub. Debt Pricing (Total Coupon)

< $5M > $10M > $20M
June 2020 13.00% - 11.00% - 10.00% -
15.00% 13.00% 11.75%
May 2020 13.00% - 11.00% - 10.00% -
Y 16.00% 14.00% 12.00%
June 2019 11.00% - 10.00% - 8.50% -
u
14.00% 12.00% 10.00%

Source: BDO Capital estimates

In the asset-based lending (ABL) segment, banks and independent lenders were enjoying a strong market before the full impact of
the COVID-19 pandemic. According to the Secured Financial Network’s Q12020 ABL data and analysis, total commitments were
$240.7B for the quarter, essentially flat compared to the prior quarter. Meanwhile, utilization rose to 51.6% for bank lenders and
56.7% for non-bank lenders in Q12020 compared to 41.4% and 43.7%, respectively, in Q4 2019, driven primarily by defensive

Senior Debt Pricing

draws begun in March 2020.

Senior Debt/EBITDA

< $5M > $10M > $20M

1.50x - 2.50x% - 2.75x -
June 2020

2.00x 3.00x 3.50x

1.50x - 2.50x - 2.75x -
May 2020

2.00x 3.00x 3.50x

1.75x - 2.50x - 3.00x -
June 2019

2.50x 3.75x 5.00x

Source: BDO Capital estimates

Bank < §7.5M* > $15M*
| 020 L+3.75% - L+7.00% - L+6.00% -
une
L+4.75% L+8.50% L+8.00%
May 2020 L+3.75% - L+7.00% - L+6.00% -
Y [+5.00% [+9.00% L+8.50%
June 2019 +2.50% - L+4.50% - L+4.00% -
u
+4.00% L+6.50% L+6.00%

*Non-bank lenders

Source: BDO Capital estimates
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SELECT TRANSACTIONS

N

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, 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.
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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 700 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.
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