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Distressed per centage accelerateson BDC loans
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—Refinitiv's BDC Visible Loans Benchmark ——Market Overall LPC 100

For several years in an asset and yield starved market, BDCs stretched up the risk spectrum in an effort to keep
up their lofty dividend yields. As the credit environment becomes tougher this year amid slowing global growth,
more cracks are beginning to surface in BDC holdings. So far based on 3Q19 earnings reports, over 80% of
BDCs reported a decline in Net Asset Value per share signaling that the credit environment is starting to
deteriorate. Based on BDC holdings that have visible marks with LPCS mark-to-market pricing service, the
share of loans entering distressed territory continues to grow this year. So far following 3Q19 earnings, roughly
$17bn in BDC loans have MTM pricing with $2.0B showing an average bid of less than 80, which implies the
distressed percentage has risen above 10%. Thisis a stark rise compared to the beginning of 2019, when BDCs
only showed a distressed percentage of around 4%. And BDC'’s distressed percentage is currently well above the
overall market and LPC’s 100 most liquid loans which reside at 3.2% and 4.8%, respectively. The average bid
on Refinitiv LPC’'s BDC Visible Loan Benchmark resides at around 91.7 compared to 97.3 for LPC’s 100 most
liquid loans.
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