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DISTRESSED MARKET INDICATORS

KEY HIGHLIGHTS

m In the first half of 2023, the U.S. S&P Default Rate Distress Ratiol"l
leveraged loan market faced

tightening credit conditions, a 2.0% 8%
weakening M&A pipeline, and rising 1.71%
debt costs amid rate increases that o .
. 1.5% 6%
came at the fastest pace in decades 6.00%

m Bankruptcies and payment misses
increased at record breaking speed
over the past six months, the largest
increase to the 12-month trailing rate 0.5% 2%
since the 2020 wave of Covid-19
related defaults
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rates climbed close to the 10-year , .
. . Source: Pitchbook | LCD Source: Pitchbook | LCD
historical average of 1.87%

m Per LCD data, the distressed cohort
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m Credit quality of outstanding loans
continues to deteriorate — a record I I I $4008
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loan downgrades outpacing
upgrades for a 13th consecutive
month in June (on a rolling three-
month basis)

[1] Distress ratio by amount outstanding (percent of loans priced below 80)
[2] Count of ratings action in S&P/LSTA Leveraged Loan Index
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CAPITAL MARKET PERSPECTIVES

COMMENTARY

m The continued increase in the cost of capital matched a
corresponding contraction in leverage multiples with Q2 2023
average leverage multiples down to 4.7x, compared with 5.3x at
the end of 2022

= Amid the lack of new supply and tightening credit conditions,
borrowers reduced 2024 maturities by more than 50% as of June
30, 2023 to $30.5 billion, and 2025 maturities by 26% to $145.7
billion

m However, the amount of loans coming due in the next two to three
years remains more than any other comparable period at the Q2
marker (since 1999) and 52% of those loans coming due in the
next two years belong to borrowers rated B-minus (and lower)

= The number of amend-and-extends remains high as compared to
historical periods as investors have been increasingly willing to
extend maturities in exchange for some partial principal
repayments, higher coupons, pledges of additional collateral, and
other credit enhancements

Current Loan Maturities by Year
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BANKRUPTCY TRENDS

COMMENTARY

m Highest interest rates in over two decades, sticky inflation, and
high leverage from pre-pandemic era led to a 40% jump in
Chapter 11 bankruptcy filings in Q2 2023 as compared to the
same period a year prior

m Atotal of 1,471 commercial Chapter 11 bankruptcies were filed in
Q2 2023, up from 1,027 in Q2 2022

m Large companies have sought bankruptcy protection at a faster
pace this year as they struggle to meet rising costs and shifts in
consumer spending

m Chapter 11 cases of businesses with at least $100 million in debt
or assets totaled at least 82 through June, up from 29 and 43 in
the same periods of 2022 and 2021, respectively

m Distress in healthcare is outpacing any other industry and through
the first half 2023, there was approximately the same number of
healthcare Chapter 11 filings as full year 2022

m During the quarter, national hospital-based physician group
Envision Healthcare filed one of the largest healthcare Chapter 11
bankruptcy cases in recent history with over $7 billion in debt and
cancer treatment company GenesisCare also filed Chapter 11
with almost $2 billion in debt

Section 363 Sales
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LEVERAGED LOAN TRENDS

COMMENTARY

m Total middle market new issue loan originations were $5.5 billion in
Q2 2023, up from $4.2 billion in Q4 2022, but one of the lowest
guarters since at least early 2015

m Primary activity was dominated by refinancings and amend-to-
extend deals representing 25.1% and 48.9%, respectively of U.S.
Institutional Loan Volume

m The weighted average bid of U.S. Leveraged Loans has seesawed
in a roughly 230 bps range in 2023, with a low point of 92.4 and a
high point of 94.7

Spreads for Middle Market Issuers
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SELECT DIP FINANCINGS AND 363 SALES

Select DIP Financings

SOLIC

Amount Applicable . Reference
DIP Date Debtor Industry L . Maturity .
(i mil Margin Rate Representative Engagements
04/11/2023  AmeriMark Interactive, LLC Consumer $48.0 4.8% 1 month Fixed
04/23/2023 Bed Bath & Beyond Consumer $240.0 8.0% 4 months SOFR ABR
05/22/2023 Benefytt Technologies, Inc. Healthcare $39.0 12.0% 6 months Fixed
06/11/2023  Center for Autism and Related Disorders, LLC Healthcare $51.0 10.0% PIK 80 days SOFR $130,000,000 $156,000,000 $630,£00,000 $200,000,000
. e s Sale of Assets Recapitalizaton
05/05/2023  Christmas Tree Shops, LLC Consumer $45.0 8.0% 6 months SOFR Base Rate kping onbehalfof
06/04/2023 Cyxtera Technologies, Inc. Info Tech $200.0 8.5% 6 months SOFR ABR HEALTHCARE c I"': . . S ‘q
04/17/2023 David's Bridal, LLC Consumer $85.0 3.0% & 12.5% PIK 4 months Fixed ) De:ﬂl:edslrumring Operatonal Restnucturng MedCath PREMECARE
06/01/2023  Diebold Nixdorf, Inc Info Tech $1,250.0 7.5% 4 months SOFR ABR O Resmucnsng | | Interm Wedath Corpraton
06/01/2023 Genesis Care Pty Limited Healthcare $800.0 10.0% 12 months SOFR g Advcx g Advicx 's:s:: i g Advcr
04/05/2023  Inmet Mining, LLC Energy $90.0 10.0% 2 months Fixed
06/12/2023 Instant Brands Acquisition Holdings Inc. Consumer $257.0 7.5% 6 months SOFR $300,000,000 52.32,000.000 §89,000,000 De::;i‘:?‘?‘ﬁm
06/16/2023  KDC Agribusiness LLC Consumer $30.0 12.0% 9 months Fixed LOEHMANNSE | Sasasis’
Loehmann’s Holdings, Inc. Nasdag RADA]
06/08/2023  Lucky Bucks, LLC Consumer $82.0 10.0% 4 months SOFR gg"rgtr:gg has been acquiredby mm:“mwa'm qu {a‘{b‘)[e HARTZ:
05/14/2023 MLCJR LLC Energy $345.0 2.8% & 10.0% PIK 6 months Prime Rate PRODUCTS Py PPN
05/15/2023  Monitronics International, Inc. Industrials $387.0 7.0% 6 months SOFR Base Rate - Im;nm’:c a Mol b,
06/04/2023  Progrexion Financials $63.0 8.5% 105 days SOFR (NYSE-MAT) investment Banking
. . Sell Side Advisor Sell Side Advisor Adwsor 0 Advsor
05/24/2023 QualTek Services Inc. Industrials $208.0 4.0% & 11.0% PIK 3 months SOFR
06/14/2023 The Rockport Company, LLC Consumer $77.0 6.5% 3 months SOFR $5,000,000,000 $750,000,000 $4,500,000,000 $450,000,000
. . Pre-Filing Secured Assetsunder of Assels Assetsunder
05/14/2023  Venator Materials PLC Materials $465.0 10.0% 4 months SOFR ' Management
05/15/2023  Vice Group Communications $60.0 12.0% PIK 6 months SOFR Base Rate FINANGIAL SENTINEL
04/04/2023  Virgin Orbit Holdings, Inc. Industrials $74.0 12.0% & 18.0% PIK 3 months Fixed SERVICES SageCrest I, LLCJ |~
06/01/2023 Wesco Aircraft Holdings, Inc. Industrials $300.0 8.5% 9 months SOFR
Restuciurng Advsor R Advisor R Advisor R Advisor
- —
Select Section 363 Sales saooaten | [ Ponerucmog || iiosiamo §| | Sedooro
Invested Capital of Restructured Debt
Deal Value Over $500,000,000 %.:u..... ue
Date  Target Buyer Industry ( in millions) @ niconsumres
ENERGY o ok s A S
. . Midwest Catalog Brands LLC, SLR-AMI PSR ounr P Une
04/11/2023 AmeriMark Interactive LLC o 9 ’ Consumer $97.0 VvVAREL - o
Acquisition SPV LLC Revlvg Cradt cits
Oaktree Strategic Credit Asset Holdings Financial Adhisor Restrucuring Advisor Restucuring Advisor Financial Advisor
05/14/2023 Athenex Inc. LLC, Sagent Pharmaceuticals, C-MER Healthcare $36.5 PuS——— -
Specialty Group Limited Tensar. Rg;tmcluring ar-wnmnlu:r‘m{
Overstock.com Inc., Dream 545 Weston ompltodecaptel CapitalRestructuring
04/23/2023 Bed Bath & Beyond Consumer $37.0 MANUFACTURING, restructuring of scquiredby 2018 $245.400000
Canal Road LLC EB;‘:L!]‘E;&: $260,000,000 Investment Gecupled by
04/02/2023 Boxed Inc. SPRESSO LLC, MSG Distributors Inc. Consumer $27.9 OTHER ' Moo custom ot seneedtt = 218 st
04/05/2023 Inmet Mining LLC Bluegrass Energy LLC, Coking Coal LLC Energy $59.5 e oty @@jm"“b‘*
05/16/2023 Lifesize Inc. Enghouse Interactive Inc. Communications $20.7 Frendl kh g Mvsar g Mvsar Financioldisoe
04/07/2023 Pear Therapeutics Inc. Nox Health Group Inc., Harvest Bio LLC Healthcare $5.9 . I$11{8-mmﬂl . §212,320,000 . $87,000,000 Ses_ﬁﬂg-mmﬂ_
ale of Senior notes g g nior
06/13/2023 Pill Club Pharmacy Holdings LLC Thirty Madison Inc. Business Services $32.3 securedby — forthe linois Tollway Debt Restructuring
04/13/2023 PLx Pharma Inc. PLx Acquisition Company LLC Healthcare $3.1 reaLesTATE | IRk ankiapwet = gesabrect || reltedto 9 Maste
04/24/2023 Silver Creek Industries LLC Silver Creek Modular LLC Industrials $17.6 INFRASTRUCTURE HNew York Buaial Compenles WILTON || 7"
. I . The WestlandProject | | PARTNERS | | ) E Shaw & Co
Premium lowa Pork LLC, AgriSwine Alliance 610 LEX Albuguerque, Hew Nisxico [ | FEALISTAE BeviLoeanT
04/27/2023 Tritek International Inc. Inc., Compeer Financial PCA & Compeer Consumer $16.2 Sel Side Advisor R Advisor R Advisor R Advisor
Financial FLCA
05/15/2023 Vice Group Holding Inc. Vice Acquisition Holdco LLC Communications $350.0

Stratolaunch LLC, Rocket Lab USA Inc.,

04/04/2023 Virgin Orbit Holdings Inc. Firefly Acrospace inc Lalincherine,

Industrials $39.6

Source: Reorg and SOLIC Research
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SOURCES

Pitchbook | LCD, American Bankruptcy Institute / Epiq and others as indicated.
The charts and graphs used in this report have been compiled by SOLIC Capital Advisors solely for purposes of illustration.
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SOLIC Capital Advisors (“SOLIC”) is a leading financial advisory firm providing restructuring, investment banking and distressed asset support services to companies,
lenders, institutional investors, the legal community and other creditor constituencies. SOLIC provides creative solutions to complex challenges by combining market
knowledge with deep industry expertise to realize value and deliver results for our clients. SOLIC’s multi-disciplinary team has successfully led more than 600 mandates,
involving over $150 billion in capitalization, across a wide array of industry sectors, creating significant stakeholder value.

Our firm offers a comprehensive suite of services to assist our clients including: SOLIC Capital Advisors (financial advisory), SOLIC Capital, LLC (FINRA Registered
Broker/Dealer), SOLIC Capital Management (asset management services and Registered Investment Advisor - RIA), and SOLIC Capital Partners (principal investing).
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soliccapital.com | 847.583.1618 OFFICE LOCATIONS Atlanta | Chicago | Orlando

SOLIC gathers its data from sources it considers reliable. However, it does not guarantee the accuracy or completeness of the information provided within this publication. Any opinions presented reflect the current judgment of the authors
and are subject to change. SOLIC makes no warranties, expressed or implied, regarding the accuracy of this information or any opinions expressed by the authors. (Officers, directors and employees of SOLIC and its subsidiaries may have
positions in the securities of the companies discussed.) This publication does not constitute a recommendation with respect to the securities of any company discussed herein, and it should not be construed as such. SOLIC or its affiliates
may from time to time provide investment banking or related services to these companies. Like all SOLIC employees, the authors of this publication receive compensation that is affected by overall firm profitability.

©2023 SOLIC Capital Advisors, LLC. All rights reserved.
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