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Capital Markets Summary

As we start a New Year, the capital markets appear to be brimming with optimism. A strong bull case for the economy, built
on a solid corporate earnings outlook, ongoing GDP growth, moderating inflation, and falling interest rates, remains intact.
The existential fears of the last half decade — i.e. COVID, a potential “hard” landing for the economy, metastasizing Middle
East hostilities, the uncertain U.S. election cycle — have largely subsided. You could argue that the landscape for investors
hasn’t been this unobstructed since 2019. Add to this the continued emergence of artificial intelligence, which promises to
radically transform industry and corporate productivity, and there’s a temptation for investors to slip into irrational
exuberance. To be sure, no market is ever devoid of worries and blemishes. The first week of 2026 greeted us with a new
U.S. military action in Venezuela, increasing signals about a U.S. annexation of Greenland, and corresponding escalation of
tensions with NATO, Russia and China. Also, we don’t yet have a picture-perfect soft landing, as middling inflation and
employment numbers threaten to break in the wrong direction and weaken the economic outlook. But the overarching
market sentiment remains quite strong, with equity market advancing in the first full week of the year.

The liquid loan market had a solid year in 2025, with issuance and capital formation that met or outpaced the levels of 2024
(see next page). Notably, LBO-and-M&A volume increased moderately year-over-year, which has raised expectations for a
genuine surge in deal activity in 2026. Loan market participants have been reporting of increased M&A financing
opportunities hitting their desks over the last few months. Any upswing in volume should be readily absorbed by the market
given both the continued demand overhang and the stability of loan portfolios. The long-awaited credit cycle has not yet
materialized — despite the best efforts of Covid, inflation, and global conflicts to bring it about — with defaults rates currently
hovering around historic lows. While concerns about an Al bubble and a softening consumer sector percolate, there does
not appear to be any kind of broad investor anxiety about an imminent recession.

The bank lending market is robust as we’ve seen it in some time. Over the last couple of years banks have been eager to
build assets following generally stagnant loan growth that attended the Regional Bank Crisis and its immediate aftermath.
Fortunately, the massive investment cycle underway for Al infrastructure (both digital and power) has been a boon for
banks, which are well-positioned to provide the project-oriented financing that this build-out requires. Beyond this secular
trend, however, the availability for new lending has been somewhat scarce. The muted deal environment (and ongoing
encroachment of Private Credit) has curtailed the supply of traditional C&l loans, sending banks into a frantic competition for
each new opportunity. We believe that this C&l loan supply deficit may be ebbing. Over the last week, bank lenders have
been telling us that they are much busier now than they were at this point in 2025 — and expressing strong conviction about
the year ahead. They do not appear to be deterred about geopolitical events or tariffs and hopeful that an M&A renaissance
is on the immediate horizon. Moreover, the announced roll-back of Leveraged Lending Guidelines in December presumably
gives banks even more latitude to lean in.

All told, it looks like a possible break-out year for the loan market in 2026 (if the black swans can keep their distance).



Loan Market Dashboard
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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.

© 2026 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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