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Trick or Treat: It's a chilly Halloween this year for the riskiest of borrowers. In a rising rate environment, lenders are
handing out candy selectively, preferring higher quality issuers. LBO volume is down materially for those with weaker
credit stories, however the actual risk premium in lower middle market private credit is holding steady...for now.

* Spooked Lenders: B- issuers now represent the smallest percentage of the leveraged loan market since 2022,
reflecting a more risk-averse lending environment and a flight to quality.

Fewer Treats to Go Around: Private credit issuers (who are typically non-rated) are also seeing financing
challenges, with Q3 middle market LBO volumes down ~60% year-over-year.

Same Costumes as Last Year: Interestingly, while B- leveraged loans spreads widened ~76bps over the past 12
months, lower middle market private credit spreads are relatively flat vs Q3 2025. Prospective issuers may find it
prudent to lock in today's spreads.
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@ Key Insights from Our Colleagues at MUFG

The Treasury curve repriced sharply higher in Q3, with yields rising across every maturity. The 10-year added 82 bps to finish
the quarter at 5.28%, while the 30-year reached 5.63%. With the Fed funds rate at 4.00% and the 2-year at 4.89%, borrowers
face a higher base rate on new financing, even as credit spreads for stronger issuers stayed resilient.
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Intrepid’s Capital Advisory Group enables founders, management teams, and financial sponsors to access institutional capital across all forms of
debt and equity to execute mission-critical transactions. We are experts at solving complex capital structure needs for our clients, and have
global access to capital sources including banks, direct lenders, hedge funds, family offices, and private equity institutions.

A member of MUFG, a global financial group. Member FINRA/SIPC
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