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| nvestor s have increasingly warmed to riskier issuers
since 2016
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Since the second half of 2016, investors have increasingly gotten more comfortable with riskier names.
According to the Flex Factor, which aggregates price and structural flex activity on institutional loans, B3 rated
issuers have seen more issuer friendly changes to their loans now compared to a year ago. In 2H16, the average
flex score for a B3 rated issuer’s loan was 1.4, comfortably in investor friendly territory and over a point higher
than the B2 average score. In 1H17, the average B3 score had decreased to 0.6 showing less investor pushback
on these deals, but still over a point higher than the B2 average. Now in 2H17 the average B3 score has dropped
to -0.5, well into issuer friendly territory and roughly on par with the B2 average. Demand is outstripping supply
and investors chasing new money assets have responded to the better mix of M&A deals in the current market
compared with the heavier mix of repricings that occurred in 2H16 and 1H17. Recent deal pushback has largely
been sector specific with certain retail and mining loans getting flexed higher during negotiations.
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