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Ratings and outlooks of 48% of affected issuers have started to reverse pandemic-
driven negative actions
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Outlook mix of speculative grade issuers is close to pre-pandemicdistribution,
with acutely affected sectors slower to recover
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Issuer fundamentals are recovering from pandemic trough, but leverage remains
high, our median new publicrating in the U.S. has fallen to between 'B' and ‘B+’

U.S. & Canada Corporate Speculative Grade Issuer Median Credit
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Negative rating actions have tapered by count and percent of total actions

Negative Rating Actions By Month
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Lower default rates are expected through 2022

* Fitch forecasts cumulative 3-year default rates of approximately 7% for both loans and bonds for 2020-2022
o After apandemicdriven surge in 2020, 2021 and 2022 default volumes are expected fall below the non-recessionary average
» Default activity has eased as issuers have been able to refinance and extend maturities
* Corporate fundamentals have improved
* Leisure/entertainment sector rate couldreach 10% if Cineworld files for bankruptcy protection; Utilities, power and gas sector could also approach double-digitlevels

* Energy and Retail expected to contributeless than prior years on stabilizingoil prices and followingseveral years of elevated default volumes
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Middle market issuer rating mix slightly worse than pre-pandemic

Portfolio Weighting by Sector
 Fitch's privately covered portfolio of issuers targeted by MM CLOs is

generally composed of smaller issuers, although there are a small
number of BSL issuers included.
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Broadly Syndicated Loan Discussion

Panelists:

Jeff Bakalar,Voya

ChrisBonner, Goldman Sachs

Judith Fishlow-Minter, RBC Capital Markets

Andrew Sveen, Eaton Vance

Moderator:
Steve Miller, Fitch Solutions
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Panel Topics

e New-issue Activity/Pipeline

e Market Technical Dynamics

® Trendsin Spreads & Covenant Terms
® Credit Trends—Primary

¢ Credit Trends—Loan Index

e Default Rate

e | IBOR Succession Themes

® ESG

e Q&A/Parting Thoughts
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New-Issue Activity & Pipeline
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New-Issue Technical Dynamics

Growth of Credit Suisse Lev.Loan Index Outs
$160B

$1408B
$1208B
$100B
$80B
$60B
$40B
$20B I
$0B

2017 2018 2019 2020 YT-8/21

Source: Credit Suisse

Visible Capital Formation
$160B

$1408B
$1208B
$100B
$80B
$60B
$40B
$20B

$0B
-$20B . -

-$40B

2017 2018 2019 2020

B CLO Issuance ®Loan Mutual Fund Flows

Source: LevFin Insights, aFitch Solutions Service and Refinitiv Lipper

YT-8/21

FitchRatings




New-Issue Clearing Spreads and Terms
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Credit Trends—New Issue Market
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Credit Trends—New Issue Market Cont'd

Average Adjustments toPro Forma EBITDA for M&A Loan Deals
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LIBOR Succession Language

New Issue and Amended Loansin the CS Leveraged Loan Index, Oct-21 To Date
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Credit Trends—Loan Index Portfolio
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Institutional Loan Default Rate

12.0%
10.0%
8.0%
6.0%
4.0%

2.0%

0.0% | . I I I I I I I I I I

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 LTM8/21

Source: First U.S. Leveraged Loan Default Index, RefinitivLPC, Bloomberg.

FitchRatings




ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY
FOLLOWING THIS LINK IN  ADDITION, THE FOLLOWING
DETAILS FITCH'S RATING DEFINITIONS FOR EACH RATING SCALE AND
RATING CATEGORIES, INCLUDING DEFINITIONS RELATING TO DEFAULT. PUBLISHED RATINGS, CRITERIA, AND METHOD OLOG IES ARE AVAILABLE
FROM THIS SITE AT ALL T IMES. FITCH'S CODE OF CONDU CT, CONFIDENT IALITY, CONFLICT S OF INTEREST, AFFILIATE FIREWALL, COMPLIANCE, AND
OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM THE CODE OF CONDUCT SECTION OF THIS SITE. DIRECTORS AND
SHAREHOLDERS RELEVANT INTERESTS ARE AVAILABLE AT FITCH MAY HAVE PROVIDED
ANOTHER PERMISSIBLE SERVICE OR ANCILLARY SERVICE TO THE RATED ENTITY OR ITS RELATED THIRD PARTIES. DETAILS OF PERMISSIBLE
SERVICE(S) FOR WHICH THE LEAD ANALYST IS BASED IN AN ESMA- OR FCA-REGISTERED FITCH RATINGS COMPANY (OR BRANCH OF SUCH A
COMPANY) OR ANCILLARY SERVICE(S) CAN BE FOUND ON THE ENTITY SUMMARY PAGE FOR THIS ISSUER ON THE FITCH RATINGS WEBSITE.

Copyright © 2021 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries. 33 Whitehall Street, NY, NY 10004.

Telephone: 1-800-753-4824, (212) 908-0500. Fax: (212) 480-4435. Reproduction or retransmission in whole or in part is prohibited except by permission. All
rights reserved. Inissuing and maintaining its ratings and in making other reports (including forecast information), Fitch relies on factual information it receives
from issuers and underwriters and from ot her sources Fitch believes to be credible. Fitch conducts a reasonable investigation of the factual i nformation relied
upon by it in accordance with its ratings methodol ogy, and obtains reasonable verification of that information from independent sources, to the extent such
sources are available for a given security or in a given jurisdiction. The manner of Fitch's factual investigation and the scope of the third-party verification it
obtains will vary depending on the nature of the rated security and its issuer, the requirements and practices in the jurisdiction in which the rated security is
offered and sold and/or the issuer is located, the availability and nature of relevant public information, access to the management of the issuer and its advisers,
the availability of pre-existing third-party verifications such as audit reports, agreed-upon procedures letters, appraisals, actuarial reports, engineering reports,
legal opinions and other reports provided by third parties, the availability of independent and competent third- party verification sources with respect to the
particular security or in the particular jurisdiction of the issuer, and a variety of other factors. Users of Fitch'’s ratings and re ports shoul d under stand that neither
an enhanced factual investigation nor any third- party verification can ensure that all of the i nformation Fitch relies on in connection with a rating or a re port will
be accurate and complete. Ultimately, the issuer and its advisers are responsible for the accuracy of the inf ormation they provide to Fitch and to the market in
offering documents and ot her reports. Inissuing its ratings and its reports, Fitch must rely on the work of experts, including independent auditors with respect to
financial statements and attor ney s with respect to legal and tax matters. Further, ratings and forecasts of financial and other information are inherently forward-
looking and embody assumptions and predictions about future events that by their nature cannot be verified as facts.

As a result, despite any verification of current facts, ratings and forecasts can be affected by future events or conditions that were not anticipated at the time a
rating or forecast was issued or affirmed.

The information in this report is provided “as is” wit hout any representation or warranty of any kind, and Fitch does not represent or warrant that the report or
any of its contents will meet any of the re quirements of a recipient of the report. A Fitch rating is an opinion as to the creditwort hiness of a security. This opinion
and re ports made by Fitch are based on established criteria and methodol ogies that Fitch is continuously evaluating and updating. Therefore, ratings and reports
are the collective work product of Fitch and no individual, or group of individuals, is sol ely responsible for a rating or a report. The rating does not address the
risk of loss due to risks ot her than credit risk, unless suc hrisk is specifically mentioned. Fitch is not engaged in the offer or sale of any security. All Fitch reports
have shared authorship. Individualsidentifiedina Fitch report were involved in, but are not solely responsible for, the opinions stated therein. The individuals
are named for contact purposes only. A report providing a Fitch rating is neither a prospectus nor a substitute for the inf ormation assembled, verified and
presented toinvestors by the issuer and its agents in connection with t he sal e of the securities. Ratings may be changed or withdrawn at any time for any reason
in the sole discretion of Fitch. Fitch does not provide investment advice of any sort. Ratings are not a recommendation to buy, sell, or hold any security. Ratings
do not comment on the ade quacy of market price, the suitability of any security for a particular investor, or the tax-exempt nature or taxability of payments made
inrespect to any security. Fitch receives fees from issuers, insurers, guarantors, ot her obligors, and underwriters f or rating securities. Such fees generally vary
from US$1,000 to US$750,000 (or the applicable currency equivalent) per issue. Incertain cases, Fitch will rate all or a number of issues issued by a particular
issuer, or insured or guarant eed by a particular insurer or guarantor, for a single annual fee. Such fees are expected to vary from US$10,000 to US$ 1,500,000 (or
the applicable currency equivalent). The assignment, publication, or dissemination of a rating by Fitch shall not constitute a consent by Fitch to use its name asan
expert in connection wit h any regist ration statement filed under the United States securities laws, the Financial Services and Markets Act of 2000 of the United
Kingdom, or the securities laws of any particul ar jurisdiction. Due to the relative efficiency of electronic publishing and distribution, Fitch research may be
available to electronic subscribers up to three days earlier than to print subscribers.

For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd holds an Australian financial services license (AFS license no. 337123) which
authorizes it to provide credit ratings to wholesale clients only. Credit ratings information published by Fitch is not intended to be used by persons who are retail
clients within the meaning of the Corporations Act 2001.

DC-2021

FitchRatings



https://www.fitchratings.com/UNDERSTANDINGCREDITRATINGS
https://www.fitchratings.com/RATING-DEFINITIONS-DOCUMENT
https://www.fitchratings.com/SITE/REGULATORY

	Loan Market Outlook for the Homestretch of 2021
	Ratings and outlooks of 48% of affected issuers have started to reverse pandemic-driven negative actions
	Slide Number 3
	Issuer fundamentals are recovering from pandemic trough, but leverage remains high, our median new public rating in the U.S. has fallen to between 'B' and ‘B+’
	Slide Number 5
	Lower default rates are expected through 2022
	Slide Number 7
	Broadly Syndicated Loan Discussion
	Panel Topics
	New-Issue Activity & Pipeline
	New-Issue Technical Dynamics
	New-Issue Clearing Spreads and Terms
	Credit Trends—New Issue Market
	Credit Trends—New Issue Market Cont’d
	LIBOR Succession Language
	Credit Trends—Loan Index Portfolio
	Institutional Loan Default Rate
	Slide Number 18

