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2018 Q2
Driven by a record-breaking M&A market and historically low credit spreads, the leveraged loan market was white-hot in the second
quarter of 2018. Leveraged loan issuance volume for the quarter ($313 billion) was the second highest in the past five years, and
together with 1Q18, volume for the first half of 2018 ($612 billion) reached a fifteen-year high. M&A leveraged loan volume for the
quarter grew by 39% year-over-year to $121 billion, which represents the highest issuance volume in a single quarter since 2000.
Lastly, after a weak year-over-year growth in the first quarter, recap loan volume grew by 105% year-over-year to reach $21 billion in
2Q18.

As capital providers compete aggressively for new deals, loan covenant protections have continued to loosen. Moody’s quarterly Loan
Covenant Quality Indicator (LCQI) slid to its weakest level on record in 2Q18, highlighting the ongoing deterioration in covenant
protections. As companies continue to take advantage of the favorable lending environment, Boards of Directors face increasing
responsibility to stay vigilant when considering leveraged transactions.

LEVERAGED LOAN CREDIT SPREADS BY TRANCHE BY
QUARTER (TTM AVERAGE)

MOODY’S LOAN COVENANT QUALITY INDICATOR (LCQI)
SCORES (LOWER = BETTER)
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ABOUT ALVAREZ & MARSAL

Companies, investors and government entities around the world
turn to Alvarez & Marsal (A&M) when conventional approaches are
not enough to make change and achieve results. Privately held
since its founding in 1983, A&M is a leading global professional
services firm provides advisory, valuation services, transaction
opinions, business performance improvement and turnaround
management services.

With over 3,000 people across four continents, we deliver tangible
results for corporates, boards, private equity firms, law firms and
government agencies facing complex challenges. Our senior
leaders, and their teams, help organizations transform operations,
catapult growth and accelerate results through decisive action.
Comprised of experienced operators, world-class consultants,
former regulators and industry authorities, A&M leverages its
restructuring heritage to turn change into a strategic business
asset, manage risk and unlock value at every stage of growth.

To learn more, visit www.alvarezandmarsal.com
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Alvarez & Marsal’s Transaction Opinions practice has deep expertise in providing opinions
that facilitate mergers/acquisitions, leveraged buyouts, dividend recapitalizations, spin-
offs/divestitures, and other corporate transactions.

CONTACT US FOR MORE INFORMATION:
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