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U.S. leveraged 
loans ready for 
a strong H2
By Jonathan Schwarzberg, Reuters

•	 U.S. leveraged-loan market seen continuing to fly in H2
•	 Floating-rate issues in demand as interest rates rise
•	 Investors favor tech, health, industrials, 	packaging

The sizzling U.S. leveraged-loan market 
is expected to maintain its breakneck pace 
in the second half and potentially set vol-
ume records despite lower M&A activity as 
investor demand continues to see off con-
cern about mounting macroeconomic and 
geopolitical risks.

Robust demand for floating-rate assets 
in a rising interest-rate environment has 
pushed leveraged-loan volume to $874.7 bil-
lion year to date, 78% higher than the $492.9 
billion raised in the year-earlier period.

“If we keep the same levels, we’re going 
to have one of the highest years ever,” said 
a senior leveraged finance banker.

Several M&A deals announced before the 
Sept. 4 Labor Day holiday are expected to hit 
the market soon, including $1.6 billion of 
financing to back internet-security company 
DigiCert’s purchase of Symantec’s web-cer-
tification business. UBS is leading the loan 
financing with Credit Suisse, Jefferies, Gold-
man Sachs and Macquarie Group.

Pharmacy manager PharMerica arranged 
$1.1 billion of commitments to back its buy-
out by PE firm KKR. Goldman will lead the 
first-lien portion while Morgan Stanley will 
lead the second-lien piece.

Although buyout activity has strength-
ened in Q3, it has not been enough to meet 
overwhelming demand from loan buyers, 
including collateralized-loan-obligation 
funds, loan funds and foreign investors.

Investors are favoring loans in tech, 
healthcare, industrials and packaging, but 
the picture is mixed as other sectors, includ-
ing retail and energy, remain pressured, 
which is reflected in low secondary prices.

In Q3 so far, sponsors have lined up more 
than $20 billion of financing to back LBOs, 
nearly 2 1/2 times the US$8.9bn of buyout 
financing priced in the year-earlier period, 
Thomson Reuters LPC data shows.

Most of this volume has come as issu-
ers take advantage of strong market condi-
tions to extend maturities by refinancing or 
simply repricing debt lower in the primary 
market as secondary prices climbed, empha-
sizing strong investor appetite.

Bankers are watchful of possible pitfalls 
from political concerns such as the debt-
ceiling negotiations and heightened tensions 
with North Korea. But they said that it is 
mainly the U.S. economy’s strength that is 
reassuring investors to put their money into 
the asset class.

The extraordinary investor demand for 

buyout deals that hit the market in the 
runup to Labor Day kept the market unusu-
ally busy in the August holiday period, bank-
ers and investors said.

Leveraged loans, especially large deals, 
can often take two weeks to go through syn-
dication. But deals flew through the mar-
ket in August, as pharma-research services 
provider Parexel’s buyout loan to back its 
acquisition by Pamplona Capital showed.

The issuer launched a $2.07 billion sev-
en-year term loan on Aug. 7 and wrapped 
up pricing just three days later on Aug. 10. 
The deal priced at 0.3 percentage point over 
Libor, at the tight end of 0.3 to 0.325 point 
pricing guidance. Bank of America Merrill 
Lynch led the transaction.

In another display of insatiable demand, 
office-supplies retailer Staples’s proposed 
$2.4 billion term loan backing Sycamore 
Partners’ buyout of the company’s delivery 
business was oversubscribed by the time the 
deal launched on Aug. 2. As a result, the issu-
er was able to increase the size of the term 
loan to $2.9 billion and lower pricing to 0.4 
percentage point over Libor from 0.425 point 
over Libor. UBS led the deal.

Ratings Wrap-Up (August 17, 2017 - August 29, 2017)
The following table lists select ratings actions on the debt of an LBO-backed company by either Moody’s Investors Service or Standard & Poor’s.

Date Company: Sponsors: Arrow: Action: Highlight: Rating 
Service

8/17/17 Bayou City Energy Management Alta Mesa 
Holdings L.P. ? S&P placed Alta Mesa on CreditWatch with positive 

implications with a 'B-' corporate credit rating.
Alta Mesa underwent a merger agreement and is 
expected to see its financial risk profile improve.

S&P

8/29/17 Formation Capital; Audax Group; 
Revelstoke Capital Partners

New Trident 
Holdcorp, Inc. = Moody's lowered New Trident's Corporate Family 

Rating to Caa1 from B3. The outlook is negative.
The downgrade reflects the New Trident's weakening 
liquidity and increased leverage.

Moody's

8/22/17 Golden Gate Capital; Blum 
Capital

Payless Inc. < S&P assigned Payless a 'B-' corporate credit rating 
and negative outlook.

The rating and outlook reflect Payless' emergence from 
bankruptcy but its residence in a highly competitive 
environment.

S&P

8/18/17 Kohlberg & Company Sabre Industries, 
Inc. < Moody's upgraded Sabre's Corporate Family Rating 

to Caa1 from Caa2. The outlook is stable.
Sabre improved its operating performance and 
financial margins and it's expected to continue.

Moody's

8/21/17 Lion Capital Bumble Bee 
Holdings Inc. < S&P raised Bumble Bee's corporate credit rating to 

'CCC+' from 'CCC'. The outlook is stable. 
Bumble Bee improved its liquidity and capital structure 
by addressing its near-term debt maturities.

S&P

8/29/17 Platinum Equity Partners Transworld 
Systems Inc. ? Moody's affirmed Transworld Systems' Caa2 

Corporate Family Rating and negative outlook.
There are concerns over TSI's capital structure, liquidity 
and strained revenues.

Moody's

8/25/17 TA Associates Idera, Inc. ? S&P lowered Idera's corporate credit rating to 'B-' 
from 'B'. The outlook is stable. 

Idera is facing leverage concerns, but its revenue base 
and operating performance are stable.

S&P

8/28/17 TPG Capital Immucor Inc. < S&P affirmed the 'CCC+' corporate credit rating on 
Immucor and changed the outlook to positive.

Immucor is cutting costs and, as a result, should see its 
credit metrics improve.

S&P

Source: Standard & Poor’s, Moody’s Investors Service and Buyouts
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