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Middle market lending failed to impress in 2015 as both the red and non-sponsored markets were down
roughly 30% ySES oK 1O LR R0 om0, Ok EVEL T the smcond half o the
year causing many to hold off on M&A and expansion plans. Furthermore, there was no incentive to refinance
because isSliérs already locked in favorable rates and long tenorsiin earlier years.
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Plummeting

oil prices also stymied oil and gas lending which istypically a strong industry for loan volume for many regional
banks. Banks were further constrained by regulatory pressures such as Leveraged Lending Guidance and
Liquidity Coverage Ratio — causing many to step back from risky lending or lending to issuers at uneconomical
pricing. Sponsored loan volume a so underwhelmed lenders. Issuance reached US$50bn in 2015, down 28%
year over year. Volatility and lofty yields resulted in less refinancing and dividend recap activity. But even
M&A struggled as valuation multiples hit record levels while economic growth showed signs of slowing down —
making superior returns harder to achieve. Middle market LBO volume reached US$18.9bn in 2015, down 9%
year over year and 36% |lower than the peak levels tracked in 2007.
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