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Mergers, 
buyouts, 
refinancing 
spur record U.S. 
loan issuance
By Lynn Adler, Reuters

•	 Record amounts of U.S. loans are issued
•	 Factors: Record M&A financing and push to lock in 
	 borrowing costs before possible rate rise
•	 Pace tough to repeat in ’19 amid volatile markets

Record M&A financing as well as a push 
to lock in borrowing costs before interest 
rates headed higher drove U.S. syndicated-
loan issuance to an all-time high of $2.6 tril-
lion in 2018, surpassing by 6 percent the 
record set a year earlier.

The high-octane lending pace may be 
difficult to replicate in 2019, as companies 
assess tactics in highly volatile debt and 
equity markets that swept in late last year, 
bankers and investors said.

The new year got off to a rousing start, 
though, with a $33.5 billion bridge loan to 
support Bristol-Myers Squibb, rated at A2/
A+/A-, in its $74 billion acquisition of Cel-
gene, announced Jan. 3.

The loan for the giant pharmaceutical 
company tie-up is the sixth largest U.S. 
investment-grade bridge commitment on 
record and the second-largest in the U.S. 
healthcare segment, according to LPC.

Market sentiment has shifted in recent 
weeks due to dramatic daily stock market 
swings, trade-war worries and emerging 
concerns about the state of the economy 
and degree of rate increases. But for much 
of 2018, confidence among both borrowers 
and lenders was clear.

About 68 percent of the total volume 
was for loan refinancing by borrowers front-
running an ongoing rise in interest rates, 
matching the record share of the previous 
year.

Corporate mergers of highly rated names 
were front loaded to the first half of 2018, 
while a wave of jumbo leveraged buyouts 
took over the second half, as companies 
sought growth through strategic tie-ups and 
private equity sponsors aggressively looked 
to deploy cash stockpiles.

Lending to back both mergers of invest-
ment grade-rated corporates and leveraged 
buyouts leaped 21 percent to a record $648.5 
billion, 19 percent above the previous high 
of $546 billion set in 2015, according to LPC.

“It has been an ideal market for lever-
aged loans over the past year, but there has 
been a massive amount of supply, dwarfing 
the bond market,” said Richard R.S. Smith, 
managing director and head of leveraged 
capital markets for the Americas at Mizuho.

“Now, with questions about if or when 
there will be a recession, tremendous global 
equity volatility and the unsure direction of 
interest rates, the institutional investor is 
being driven to the sidelines,” Smith said. 
“There continues to be demand for lever-
aged products, and issuers have access to 

the marketplace, just at a higher return to 
investors.”

The $1.24 trillion loans syndicated to 
highly indebted companies carrying low 
credit ratings was the second highest 
amount ever, 12 percent below the record 
set in 2017.

Large leveraged buyout financing in 
the second half included the biggest one 
since the financial crisis, supporting Black-
stone’s 55 percent purchase of the Thom-
son Reuters Financial & Risk unit, which 
includes LPC and was renamed Refinitiv.

Loans backing Akzo Nobel’s chemical 
business spinoff and Envision Healthcare’s 
buyout by private equity firm KKR were in 
the same cluster.

Lending to investment grade companies 
set a record just above $1 trillion, includ-
ing about $235 billion for M&A deals that 
topped 2017’s record total by 16 percent.

High-profile mergers included huge 
loan financings for health insurer Cigna’s 
acquisition of pharmacy benefits manager 
Express Scripts and for U.S. cable company 
Comcast’s purchase of a controlling stake 
in British pay-TV company Sky.

“Companies are still acquisitive and will 
find opportunities, even if there’s more vola-
tility,” said one banker focused on invest-
ment-grade credits. “At the same time, 
banks still have the cash and the appetite 
to lend.”

While bankers remain eager to put 
money to work, turbulent debt and equity 
markets could at the least slow the pace of 
deal making.

LEVERAGED LOANS

Ratings Wrap-Up (December 19, 2018 - January 4, 2019)
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

1/4/19 SSH Holdings 
Inc (Spencer 
Spirit)

ACON < S&P upgraded its issuer credit rating to B-. 
Outlook is stable.

S&P expects continued good results driven by product 
development capabilities and effective real estate/
supply chain operations.

S&P

12/28/18 Siris Capital 
Group

PGi (Premiere 
Global Services) = S&P downgraded its issuer credit rating to CCC-. 

The outlook is negative.
PGi's declining automated conferencing business and 
deteriorating liquidity profile has made a default in 2019 
very likely.

S&P

12/21/18 Centerbridge 
Partners

Kronos Acquisition 
Holdings = S&P lowered its issuer credit rating to CCC+. The 

outlook is stable.
Kronos announced it will aquire N.C Brands and NCI 
Holdings Inc. for about $170 million.

S&P

12/20/18 Harvest 
Partners, 
Audax Private 
Equity

APC = Moody's lowered the company's corporate family 
rating to Caa1. Outlook is negative. 

The company has very high leverage and has made 
insufficient improvements.

Moody's

12/20/18 GI Partners Flexential = S&P lowered its issuer credit rating to B-. The 
outlook is stable.

The downgrade reflects the company's limited leverage 
improvement and slower than expected revenue.

S&P

12/19/18 Vista Equity 
Partners

Cvent = S&P affirmed its issuer credit rating of B- and 
reversed the outlook to stable.

S&P believes that the leverage will remain high due to 
recent financed debt used for an acquisition.

S&P
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