
Insight Article    

 
Registered Representatives of Rippe & Kingston Capital Advisors, Inc., 1077 Celestial Street, Cincinnati, Ohio 45202, phone: 513.241.1375, a broker 
dealer registered with the SEC and FINRA. Member SIPC. Investment banking and corporate finance advice offered through Rippe & Kingston Capital 
Advisors, Inc. Wipfli Corporate Finance Advisors, LLC is a subsidiary of Wipfli LLP.  Certain accounting, tax, business advisory, and other services are 
provided by Wipfli LLP. 

1 

Senior Debt: Strong, Steady, Bright 
By Jeff Milkie, Managing Director  

June 2013

 

Today’s debt markets are healthier than they have been in a long 
while. Growth prospects are also stronger than they have been in 
some time. Combined, they’re proving to create a steady 
environment for middle markets.  

Global loan volume (middle-market and large capitalization 
companies) contracted 17% in 2012 to $3.1 trillion. Despite the 
contraction, it was still the second-highest total issuance since 2007. 
The primary reason for the decline in 2012 versus 2011 was that 
many issuers rushed to lock in favorable deals with rock-bottom 
interest rates and five-year tenors in 2011, leaving light refinancing 
activity for 2012. 

Middle-market activity remained strong, however, in 2012 as 
favorable credit trends that began in 2009 for borrowers have largely 
continued through 2012. Total middle-market issuance, as well as 
new issuance, was up in 2012. Lending activity in the latter half of 
2012 was primarily driven by improving technicals and a recovered 
banking system. In addition, 4Q 2012 was up versus the prior year 
and versus 3Q 2012, signaling a continuation of strong lending 
conditions. 

New Money Issuance  

A high volume of dividend recapitalizations and cash-out 
refinancings closed in the fourth quarter of 2012, largely inspired 
by U.S. tax code changes. Financial sponsors completed dividend 
transactions on seasoned investments. Owner-operators took 
cash out of their private company investments while interest rates 
were low and lending conditions were strong. In addition, LBO 
activity remained strong in 2012, with a high number of 
transactions closing in the fourth quarter as owners looked to 
monetize their stakes prior to pending U.S. tax code changes.  

Attractive Terms 

Rates, spreads, and leverage levels are at attractive levels for 
issuers, and the environment to support these levels is expected to 
remain in 2013. Rates for senior equipment loans ranged from 
3.5% to 4.9%, working capital loans from 3.0% to 5.1%, and cash 
flow loans from 5.5% to 6.5%, based on loan size ($100 million to 
$5 million, respectively).1  

 

 

 

                                                 
1 Pepperdine Private Capital Markets Project, 2013 Capital Markets Report 

Traditional Middle-Market Loan Issuance2 
(Deal sizes less than or equal to $100 million) 

Total Issuance   New-Money Issuance3 

                                                 
2 Thomson Reuters LPC, March 2013 
3 Includes only new financings, such as M&A, LBO, dividend recapitalization, and 
incremental fund-raising 

$43.2
$46.4

$15.9
$18.4

2011 2012 2011 2012

7%

$10.9

$13.9

$3.4

$6.5

4Q11 4Q12 4Q11 4Q12

$10.9

$13.9

$4.1

$6.5

3Q12 4Q12 3Q12 4Q12

1166%% 

2288%% 

9955%% 

2288%% 
5588%% 



Insight Article    

 
Registered Representatives of Rippe & Kingston Capital Advisors, Inc., 1077 Celestial Street, Cincinnati, Ohio 45202, phone: 513.241.1375, a broker 
dealer registered with the SEC and FINRA. Member SIPC. Investment banking and corporate finance advice offered through Rippe & Kingston Capital 
Advisors, Inc. Wipfli Corporate Finance Advisors, LLC is a subsidiary of Wipfli LLP.  Certain accounting, tax, business advisory, and other services are 
provided by Wipfli LLP. 

2 

 

Senior-debt-to-EBITDA ratios average 1.5x 
for companies with $1 million of EBITDA to 
3.7x for companies with $100 million of 
EBITDA during the measurement period. 
Levels vary depending on sector and size, 
as shown in the table below.  

Near Ideal Conditions 

The lending environment has rebounded 
since the recession, and issuers are 
achieving very attractive pricing and terms. 
Opportunities to take advantage of these 
conditions open and close like windows 
(i.e., the window was closed for most of 
2008 through 2010). Therefore, it is 
prudent that companies review their 
current opportunities and options today.   

It’s also prudent to consider the assistance 
of skilled corporate finance advisors. Not 
only can the right advisors identify and 
secure the best loan package, but they can 
also assess the appropriate amount of 
debt a company can support, along with 
devising optimal use of proceed strategies. 
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Senior Debt-to-EBITDARatios by Sector and Size 

$1M  
EBITDA 

$5M  
EBITDA 

$10M 
EBITDA 

$25M 
EBITDA 

$50M 
EBITDA 

$100M 
EBITDA 

Manufacturing 2.3 2.9 3.0 3.3 3.4 3.9 

Retail and 
Consumer Services 0.8 n/a 3.3 3.1 3.3 3.7 

Wholesale and 
Distribution 2.4 2.8 3.1 3.3 3.5 3.7 

Business Services 0.5 1.6 2.8 3.3 3.6 3.8 

Basic Materials and 
Energy 0.8 0.8 3.3 3.4 3.5 3.5 

Health Care n/a n/a 3.3 3.6 3.8 3.9 

Information 
Technology n/a n/a 3.4 3.5 3.6 3.5 

Financial Services 2.5 2.8 3.2 3.4 3.5 4.0 

Average 1.5 2.2 3.1 3.4 3.5 3.7 


