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Higher rates and market uncertainty dramatically reduced lending activity in the third quarter as 

borrowers digest higher borrowing costs. As potential liquidity issues mount, therein exists an 

opportunity for well capitalized capital providers

Credit Markets Update

◼ Third quarter new-issue leveraged loan volume declined

67% to $67.2 billion from $202.6 billion in the third

quarter of 2021. The decline is attributed to

macroeconomic headwinds, market uncertainty,

continued supply chain constraints and geopolitical

turmoil

◼ Higher interest rates dramatically reduced refinancing

activity to $2.6 billion in the third quarter, the lowest level

since the first quarter of 2009. Volume has declined in

each subsequent quarter since achieving record volume

of $81 billion in the first quarter of 2021

◼ Despite a dramatic shift in market sentiment, the level of

dry powder in the private credit market remains at an all-

time high. Lenders will continue to selectively evaluate

new loan opportunities with an underwriting focus on

ample liquidity

— Opportunistic capital solutions – like junior debt and

structured equity – could soon be in strong demand

as fixed pricing, PIK interest, and convertible features

are more accommodative to liquidity constrained

borrowers

◼ The 350+ increase in the SOFR base rate has shifted lender focus to portfolio companies as higher interest

expense puts pressure on cash flows and liquidity

◼ SOFR Floors were non-existent in 2021 in a low-rate environment, but have become increasingly common in

2022: Banks ~2.00%; Non-banks ~2.50%

Amid higher interest rates, fixed rate high yield bond

issuance continued its downward trend in the third

quarter, declining to a 14-year low

◼ Third-quarter issuance was $18.9 billion, down 82%

year-over-year, compared to $108 billion for the same

period in 2021

◼ The average yield at issuance was 7.85% in the third

quarter, up 163 bps from the first quarter; and the highest

levels seen since 2011
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The Fed raised interest rates by 75bps in September,

citing continued upward inflationary pressure, with

future rate hikes on the table, which will be inflationary

data-dependent
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Note: Middle market refers to companies with EBITDA of $50 million or less.
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Leveraged Loans (continued)

Source: PitchBook | Leveraged Commentary & Data.
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Dividend Recapitalization

Source: PitchBook | Leveraged Commentary & Data.
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— Senior debt financing, refinancing or amendments

— Acquisition and growth capital 

— Dividend recapitalizations and minority buyouts

— Mezzanine/junior subordinated financing

— Structured and minority equity

— Project financing

— Capital for special situations, including bankruptcies

We are a leading global financial advisor with real time 

knowledge of the capital markets. We advise on a wide range of 

transactions involving both debt and equity, including raising 

financing for acquisitions, buyouts, dividend recapitalizations, 

growth capital, special situations, and DIP and exit financing in 

bankruptcies

We maintain close relationships with debt, mezzanine and equity 

capital providers, including banks, BDCs, specialty finance 

companies, insurance companies, family offices, credit and 

equity funds and other private investors

Debt Capital Markets Practice Primary Service Offerings

KPMG Investment Banking – Debt Capital Markets

Corporate financeservices, including Financing,Debt Advisory,andValuation Services, are not performedby all KPMG

member firmsand are not offeredby member firms in certain jurisdictions due to legal or regulatory constraints.

For more information, contact:

Doug Christensen

Director

Debt Capital Markets

312-665-2960

djchristensen@kpmg.com

Philip Isom

Principal

Global Head of M&A

312-665-1911

pisom@kpmg.com

Michael Rudolph

Managing Director

Debt Capital Markets

312-665-1442

msrudolph@kpmg.com

Value Added Advisor

— Unbiased and objective advice

— Local market insight with strong relationships across all tranches 

of capital

— Experienced deal team

www.kpmgcorporatefinance.com

Debt Capital Markets Transactions

Not Disclosed

2017

Debt Advisory

Acted as exclusive 

financial advisor to 

Razzoo’s, Inc. in a 

debt capital raise

O2 Investment partners

Has completed a capital 

raise (senior debt and 

equity co-investment) to 

fund the acquisition of 1 

Priority Environmental 

Services

Debt Advisory

Not Disclosed

2018

— Flexible and innovative approach

— Fully integrated service offering

— KPMG global advisory network

Not Disclosed

2019

Debt Advisory

Acted as the exclusive 

financial advisor to 

Tidewater Fleet Supply 

in connection with 

securing a new credit 

facility

O2 Investment partners

Acted as financial 

advisor to AgXplore in 

connection with raising 

credit facilities used for 

a recapitalization

Debt Advisory

Not Disclosed

2020

Acted as the exclusive 

financial advisor to 

Nextlink in connection 

with securing a new credit 

facility

Debt Advisory

Not Disclosed

2021

Acted as the exclusive 

financial advisor to 

Fortem Holdings in 

connection with securing 

debt for the acquisition 

of C&TDG Management 

LLC

Debt Advisory

Not Disclosed

2021

A portfolio company of 

Rob Caliento

Senior Associate

Debt Capital Markets

212-954-6201

rcaliento@kpmg.com

Acting as the exclusive 

financial advisor to a 

fitness / recovery 

equipment provider in 

connection with raising 

senior debt and junior 

capital to be used for a 

recapitalization

Debt Advisory

Acting as the exclusive 

financial advisor to a 

group of dental service 

organizations in 

connection with raising 

debt and / or junior 

capital to be used for a 

recapitalization

Debt Advisory

In process

Project Rays Project Move

In process



9©2022 KPMG Corporate Finance LLC, a Delaware limited liability company. Member FINRA/SIPC. KPMG Corporate Finance LLC is a subsidiary 

of KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global organization of independent member firms affiliated 

with KPMG International Limited, a private English company limited by guarantee. All rights reserved.

Important notice

The information contained in this newsletter is of a general nature and is not intended to address the

circumstances of any particular individual or entity including their investment objectives or financial needs. In

preparing this newsletter, we have relied upon and assumed, without independent verification, the accuracy

and completeness of all information available from public sources. Although we endeavor to provide accurate

and timely information, there can be no guarantee that such information is accurate as of the date it is

received or that it will continue to be accurate in the future. No one should act or rely on the information in this

newsletter without appropriate professional advice after a thorough examination of the particular situation.

The information contained in this newsletter does not constitute a recommendation, offer, or solicitation to

buy, sell or hold any security of any issuer. Past performance does not guarantee future results.


