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Capital Markets Summary

Robust conditions generally prevailed in the loan market throughout 2025 in the face of tariffs, global conflicts, and the
government shutdown. The resilience of the loan market can be attributed to macro considerations such as GDP growth
and earnings growth, but also factors specific to our market including continued capital formation, tame default rates, and
solvent bank balance sheets. While anxieties and uncertainties remain, we are living through a somewhat traditional bull
market marked by economic growth, stable loan portfolios, and excess liquidity. The only exception to this narrative is
M&A activity, which continues to be muted and keeping new loan supply well short of demand. As we head into 2026,
there is emerging hope that the factors contributing to the reduction in deal making these last few years — i.e., the inflation
surge and corresponding interest rate increases that frustrated the math on M&A trades and prompted concerns about a
soft landing — are receding. Inflation has moderated, the Fed’s interest rate direction appears to be flat-to-down, and GDP
is growing. To be sure, anxieties persist around a potentially weakening consumer and a potential Al “bubble”, but none of
that is yet puncturing strong investor sentiment and demand for loans.

The liquid loan market reflects the factors above, with abundant capital being met by only a modest uptick in new-money,
M&A volume. Capital formation continues to barrel ahead, with total CLO issuance in 2025 running slightly above last
year’s pace and potentially approaching another all-time high. Primary issuance in 4Q has been solid, though continues to
tilt towards refinancing. Yields in the primary are down around 25bps since Labor Day, reflecting the continuing demand
overhang.

The Bank lending market has remained strong throughout the year. Even in the teeth of the post-“Liberation Day”
uncertainty in April, most bank lenders remained risk-on, submitting competitive term sheets and committing to syndicated
deals in market. As with the liquid loan market, bank lenders generally struggle with muted deal flow. As a consequence,
most new deal opportunities are heavily pursued by multiple bank bidders. Also, pricing and structures are becoming
increasingly aggressive. While pricing can vary across different sectors and loan types, we have generally observed a
similar trend from the liquid market, with pricing on bank deals generally 25-50bps tighter than where it was just 6 months
ago.

If there is finally a break-out in M&A volume in 2026, the liquid and bank markets — for now — appear ready, willing, and
able to finance it all.



Loan Market Dashboard
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Director
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Director
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Analyst
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301-980-4342

Key: TMT — Technology, Media & Telecom
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*Denotes key contact for Leveraged Loan Market presentation, please reach out to one of the individuals above if you no longer wish to receive the presentation
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Disclaimers

The information contained herein has been compiled from a variety of sources believed to be reliable at the time of
publication. We do not guarantee such information or make any representation as to its accuracy, completeness, timeliness
or fithess for any particular purpose. This publication is intended to provide general information regarding capital markets and
financing matters and is not intended nor should it be construed, to provide legal, tax, accounting, financial or any other
advice.

These materials were prepared by First Citizens Bank (“First Citizens”).

Nothing herein should be construed as an offer or a solicitation of an offer for the purchase or sale of a security or financial
instrument, or as a recommendation or advice. Past performance is not indicative of future performance of any instrument,
transaction or financial structure and a loss of original capital may occur.

All performance, returns, prices or rates referred to herein are for illustrative purposes only. Actual results may vary, and may
be adversely affected by exchange rates, interest rates or other factors. These materials are not intended to constitute a
“research report” (as defined in applicable regulations). These materials summarize general market, economic and political
conditions or financial data and are not an analysis of the price or market for any product or transaction.

Furthermore, neither First Citizens nor any of its affiliates undertakes to correct any inaccuracy herein that it may later
discover. All information and opinions herein are subject to change without notice and First Citizens does not undertake to
update any such information or opinions. Neither First Citizens nor any of its affiliates assumes any direct or consequential
liability for any reliance upon these materials.

Certain financial instruments and/or transactions may give rise to substantial risks and are not suitable for all investors.
These materials are intended for institutional investors and are not intended for use by retail clients. These materials do not
purport to contain all of the information that a recipient may require to evaluate a product or transaction. Interested persons
must undertake independent consultation, review, and evaluation with their own legal, tax, accounting and financial advisers
and reach their own conclusions regarding the economic benefits and risks, including any tax implications, of any product or
service referenced herein.

Some referenced financial instruments and/or transactions may not be offered or sold in certain jurisdictions. These material s
may not be distributed or used for the purpose of providing any products or services referenced herein, or of making any
offers or solicitations, in any jurisdiction or in any circumstances in which such products, services, offers or solicitations are
unlawful or not authorized, or where such distribution would give rise to new or additional registration requirements.

Products referenced herein (1) are not insured by the Federal Deposit Insurance Corporation (FDIC) or any other federal
government agency, (2) are not deposits of or guaranteed by a bank, including First Citizens Bank, and (3) may lose value.

© 2025 First-Citizens Bank & Trust Company. All rights reserved. First Citizens Bank is a registered trademark of First
Citizens BancShares, Inc. MM#17167
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