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Private debt market update

While the markets continue to function (albeit at higher pricing and
moderately worse terms), summer vacations were in full effect as the
end of the summer saw a slowdown across the board.

Commentary

» Rising rates and a summer slowdown made July the lowest direct lending volume
month since March with $9.5 billion of total deal volume

- Only 28% was for true new issue (LBO or M&A), the lowest percentage since
February

- August was presumably similarly slow, although data has yet to be released

« While it's yet another datapoint pointing towards a slower economy, very few
lenders | speak with remain overly worried

- Twin Brook, for example, has already announced 5 deals in September after
completing 8 transactions in August

e Itis important to note that most of the slowdown has occurred at the higher end
of the market as some mega-funds have cut back their ticket sizes

- There were no jumbo deals ($1 billion+) closed in July, although there were 2 in
August (Avalara and the analytic solutions segment of PerkinElmer)

- Owl Rock, Apollo, HPS and others remain active on this front, although at a
slower pace than over the past few years

- Lenders that play down market seem to be offering firmer packages given
smaller fluctuations in inflows from the pension funds and other institutional
investors that comprise their LP base

by 4
Eugene Weissberger

Managing Director
Investment Banking

Source: DLDeals and Mesirow.
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CHART 1: MONTHLY PRIVATE LOAN ORIGINATION CHART 2: PRIVATE VS. LIQUID DEBT
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Financing perspectives: Private credit market environment
Current conditions
PRICING

CHART 3: LEVERAGE: <=$20M VERSUS >=$20M EBITDA
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» Average LBO leverage, however, in July ticked down to
4.0x from 4.2x in June; this is down from 5.2x in February

» The lower middle market (less than $20MM of EBITDA)
has seen a much larger decrease than larger credits after
peaking near 5.5x in February

CHART 4: AVERAGE SPREAD AND TOTAL LEVERAGE BY
INDUSTRY: 1H2022
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Source: DLDeals and Mesirow.
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About Mesirow

Mesirow is an independent, employee-owned financial
services firm founded in 1937. Headquartered in Chicago,
with locations around the world, we serve clients through

a personal, custom approach to reaching financial goals

and acting as a force for social good. With capabilities
spanning Global Investment Management, Capital Markets &
Investment Banking, and Advisory Services, we invest in what
matters: our clients, our communities and our culture. To
learn more, visit mesirow.com and follow us on LinkedIn.

Contact us

Eugene Weissberger
312.595.6921
eugene.weissberger@mesirow.com
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