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Middle-market 
lending to stay 
competitive 
after Labor Day
By Leela Parker Deo, Reuters

•	 Sharp lending competition to persist after Labor Day
•	 Deal flow seen picking up after August lull
•	 “Everyone wants to be a lead”

The competitive dynamics that have 
defined U.S. middle-market lending in 2018 
are expected to persist after Labor Day, as 
the market gears up and lenders and inves-
tors battle to win mandates and hold onto 
existing portfolio assets.

Middle-market lenders are optimistic that 
deal flow will pick up again in September 
after a lull in the second half of August, 
when few deals launched.

Lenders and investors are preparing to 
work aggressively to win those deals and 
protect existing assets and incumbent 
arranging positions, three participants said.

“Everybody wants to be a lead. That’s 

how you control your destiny and make 
your shop significant and relevant to spon-
sors,” a middle-market investor said, adding 
that the ability to commit capital and hold 
in size is critical.

Intensifying competition amid an influx 
of capital has seen middle-market lending 
move away from syndicated deals towards 
club deals that require only a handful of 
investors. This means that capital providers 
need to be the first call for sponsors.

In the first half, twice as many middle-
market buyouts were financed by direct 
lenders versus traditional syndicated loans, 
LPC data shows.

“If a sponsor takes three lenders to the 
dance, you want to be in that rotation,” a 
second middle-market investor said.

This dynamic, combined with a borrow-
ers’ market where demand exceeds supply, 
naturally benefits larger, more established 
platforms that can compete more aggres-
sively on price or leverage in order to hold 
onto mandates and portfolio assets.

One incumbent lender recently inked an 
all-senior deal with 7.25x total leverage at 
pricing of 525 basis points over Libor, the 
first investor said.

Existing lenders were unable to join 
the new capital structure at that price, but 
the lender held the entire transaction and 
brought in only one participant.

“If you know a business and know it well, 
you are willing to defend your portfolio,” the 
first investor said.

Existing platforms are also continuing 
to build out teams to expand direct-lending 
offerings and new platforms are still being 
formed, which means appetite is not wan-
ing as yet.

Earlier this summer, Alcentra, an alter-
native fixed-income specialist for BNY 
Mellon Investment Management, said it 
expanded its U.S. direct-lending team, bring-
ing on board Suhail Shaikh and Peter Glaser 
as managing directors and co-heads of U.S. 
direct lending based in New York.

Middle-market sponsored volume for syn-
dicated and direct lending of $95.5 billion in 
the first half is on track to top 2017’s com-
bined tally of $151 billion, the data shows.

Optimistic market participants expect 
a steady flow of deals in September, as a 
benign macroeconomic environment and 
solid demand from private equity buyers 
contribute to healthy pipelines.

LEVERAGED LOANS

Ratings Wrap-Up (August 15, 2018 - August 28, 2018)
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

8/28/18 EnCap 
Investments

Eclipse Resources 
Corp. ? S&P placed its 'B-' issuer credit 

rating of Eclipse Resources Corp on 
CreditWatch. The outlook is positive.

S&P's CreditWatch placement reflects that the company's merger 
with Blue Ridge Mountain  will be one of the largest Utica-
focused operators.

S&P

8/28/18 Formation 
Capital, 
Audax Group, 
Revelstoke 
Capital Partners

New Trident 
Holdcorp ? Moody's affirmed its 'Caa3' corporate 

family rating. The outlook is negative.
Moody's rating reflects the unsustainablility of the company's 
capital structure as it faces significant debt maturities in 2020.

Moody's

8/24/18 Cinven BioClinica Holding = Moody's downgraded BioClinica's 
corporate family rating to 'Caa1'. The 
outlook is negative.

Moody's believes that BioClinica's will continue to underperform, 
especially if its clinical trials continue to delay.

Moody's

8/23/18 Huntsman Gay 
Global Capital

iQor US Inc. = Moody's downgrades iQor's corporate 
family rating to 'Caa2'. The outlook is 
negative.

Moody's downgrade reflects iQor's poor performance in the first 
half of the year, as well as the company's plan to reoganize its 
business. 

Moody's

8/23/18 The Carlyle Group Sequa Corporation = S&P downgraded Sequa Corp's issuer 
credit rating to 'CCC+'. Outlook is 
stable.

Though its near-term liquidity is adequate, S&P expects the 
company's long-term financial commitments are unstable. 

S&P

8/22/18 KKR Epicor Holdings 
Corp. ? S&P affirmed its 'B-' issuer credit rating to 

Epicor Holdings Corp. The outlook is stable.
S&P's rating reflects Epicor Holdings Corp.'s aggressive financial 
policy and its participation in a competitive industry. 

S&P

8/16/18 Trafigura Group 
Pte Ltd

Bowie Holdings 
LLC ? S&P assigned Bowie Holdings LLC 

an issuer credit rating of 'CCC'. The 
outlook is negative.

S&P believes that liquidity of Bowie Holdings LLC will continue to 
fall and lead to a restructuring or default, absent a change in the 
capital structure. 

S&P

8/16/18 Warburg Pincus CROSSMARK = Moody's downgraded CROSSMARK's 
corporate family rating to 'Caa3'. The 
outlook is negative.

Moody's downgrade reflects CROSSMARK's weak financial 
profile and highly leveraged balance sheet while it nears debt 
maturities.

Moody's
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