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Transaction Trends — Year in Review

Transaction Trends provides private equity sponsors and investors with middle-market transaction information 
and insights compiled by the BMO Sponsor Finance group — information that helps sponsors and investors better 
understand the current financing climate in the middle market.

Differentiated Approach
• Flexible Financing Products:

First Lien Facilities, Junior Capital
Facilities, Unitranche, Mezz, Multi-
Currency & Cross-Border Loans,
Equity Co-Investments

• M&A Advisory

• Asset Based Lending

• Sponsor Fund Lending

• Franchise Finance

• Cash Management Derivative
Products

• Wealth Management

• Investment & Corporate Banking

• Tax Planning

• High Yield

• Equity Research

• Treasury Management

• Foreign Exchange

2022 Transactions Year-End Review (Fiscal Year-End)
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New Transaction Activity
Pricing Trends — All Transactions
• As illustrated in the chart below, spreads on new transactions (inclusive of LBOs, refinances, add-ons) began to widen in Q2’22 as market 

disruptions earlier in the year began to have downstream impacts on the middle market.

• Spreads continued to widen in Q3 and Q4 as growing macro economic headwinds and increased tightening by the Federal Reserve has 
pushed pricing upwards.

• Existing platforms that have executed a transaction in the last 6 months (i.e. incremental for add-on) and previously had favorable rates  
(i.e. pre-2H 2022) have likely seen pricing adjusted (either within the MFN or full price reset) to support incremental debt raise needs.

Quarterly Pricing and Yearly Averages

Quarterly Transaction Activity — All Transactions
• Overall, deal activity had stabilized from the flurry in calendar Q4’21, returning to more normalized levels in 1H’22.

• In 2H’22 (particularly the later part) new deal activity began to slow due to growing dislocations in bid/ask valuations between buyers 
and sellers and disruptions in the financing markets. Reduced activity has continued into early 2023 despite M&A sale mandates and pitch 
activity remaining healthy. 

• While new platform investments have slowed of late, sponsors continue to remain active in pursuing add-ons for existing platforms as 
entrepreneurs continue to be sellers.

Deal Volume by Team — All Transactions

Q1-19 Q2-19 Q3-19 Q4-19 Q1-20 Q2-20 Q3-20 Q4-20 Q1-21 Q2-21 Q3-21 Q4-21 Q1-22 Q2-22 Q3-22 Q4-22

Q1-19 Q2-19 Q3-19 Q4-19 Q1-20 Q2-20 Q3-20 Q4-20 Q1-21 Q2-21 Q3-21 Q4-21 Q1-22 Q2-22 Q3-22 Q4-22



Transaction Trends 3

New Transaction Activity
Capital Structure Type — New LBOs
• While single tranche structures have been favored in recent years given large lender holds and simplicity of execution, BMO has seen 

increased usage of senior/junior structures in 2H’22.

• We attribute this to a number of factors including (i) pull back in unitranche lender appetite and hold capabilities (or lack thereof), (ii) 
spiking SOFR and spreads on senior floating rate debt has made fixed mezzanine paper more attractive, and (iii) mezzanine lenders 
increasing willingness to PIK a higher proportion of their yield, which benefits free cash flow.

• Given reduced hold levels by lenders, BMO has witnessed sponsors reaching out to lenders much earlier in the process and clubbing more 
transactions than in prior years.  

• In 2H’22, BMO has also seen increased usage of debt advisors as well as more active outreach by sell-side bankers prior to launching a process.

Transactions by Type — New LBOs

Average Total Leverage Trends — New LBOs
• Despite growing macroeconomic headwinds, closing leverage of new LBOs has largely remained in-line with previous quarters over the  

last ~12–18 months.

• BMO has witnessed a flight to quality by both sponsors and lenders, where highly attractive and non-cyclical assets continue to command 
strong lender interest with similar leverage profiles as in past quarters.

• Given the continued increase in SOFR / LIBOR and spreads, lenders have been focusing leverage indications on new transactions that 
maintain satisfactory interest and fixed charge coverage ratios, which is proving to be a leverage governor due to cash flow limitations. 

Average Total Leverage and EV — New LBOs
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Portfolio Trends
Average Total Leverage Trends (Portfolio)
• BMO’s aggregate portfolio remains healthy, with quarterly leverage levels remaining within a relatively tight band from past quarters. Aggregate 

portfolio leverage levels remain similar to new LBO leverage levels given sponsors M&A strategies (resulting in leverage near incurrence tests).

• In 2022, some common challenges that many borrowers had to deal with include spiking inflation (both material and labor costs), labor 
turnover, supply chain challenges (which many have eased), and end customer inventory de-stocking (particularly in 2H’22), while final sell 
through performance remained stable. 

BMO SF Portfolio — Historical EV and Leverage Trends

Quarterly LTM Average Revenue & EBITDA Trends
• Despite significant inflationary pressures in 2022, borrowers have continued to demonstrate pricing power with the ability to pass through 

pricing increases and preserve profitability.

• Borrower’s profitability has been impacted by inflationary pressures which, in most cases, has been temporary in nature, resulting in some 
borrowers needing to provide their customers with notice periods (~1-3 months is typical) before implementing pricing increases. 

Average Revenue & EBITDA for the Portfolio

Fixed Charge Coverage Ratio Trends (Portfolio)
• While aggregate fixed charge coverage ratios across the portfolio remain healthy, we have seen ratios compress modestly in 2H’22, due to 

the increase in SOFR/LIBOR and spreads.

• We expect these ratios to tighten further as current interest rates remain steady or increase.

• For borrowers with highly levered capital structures, CFOs are increasingly focused on the cash flow forecast/liquidity outlook versus 
concerns over tripping a leverage covenant.

BMO SF Portfolio — FCCR
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Marquee Transactions
Healthcare

Food & Consumer

Industrials

Technology & Services
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AEA Investors Small 
Business Private Equity

Small Business Fund



BMO Sponsor Finance
Consistency, speed and surety of close are crucial when it comes to serving the needs of middle-market private equity firms. Whether it’s 
providing capital for mergers and acquisitions, leveraged buyouts, recapitalizations or growth capital, BMO Sponsor Finance group works  
with you from initial review to ongoing portfolio management for reliable execution and follow-through with no handoffs.

Timothy Dana, Managing Director
312-461-2529  |  timothy.dana@bmo.com

Brian Boczkowski, Managing Director
312-461-3503  |  brian.boczkowski@bmo.com

Stephen Isaacs, Head of Sponsor Finance
312-461-6236  |  stephen.isaacs@bmo.com

Jennifer Kloud, Head of Originations
312-461-5336  |  jennifer.kloud@bmo.com

Adam Lively, Managing Director
312-461-7256  |  adam.lively@bmo.com

Todd Meggos, Managing Director
312-350-1956  |  todd.meggos@bmo.com

Craig Munro, Managing Director
312-461-2783  |  craig.munro@bmo.com

Dan Weeks, Managing Director
312-953-4213  |  dan.weeks@bmo.com

To sign up for current industry, economic, and business strategy content,  
visit our subscription center at bmoharris.com/subscribe
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and may differ from those of other BMO employees and affiliates. BMO Sponsor Finance endeavors to ensure that the contents herein have been compiled or derived from sources 
that it believes to be reliable and which it believes contain information and opinions which are accurate and complete. However, BMO Sponsor Finance makes no representation or 
warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions which may be contained herein and accepts no liability whatsoever for any loss 
(whether direct or consequential) arising from any use of or reliance on this report or its contents. Information may be available to BMO Sponsor Finance and its affiliates which is 
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