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wIINDINUNITRUTENINUTEWNA (IMF) bag
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2. ¥AU3INAY CLO

#IN2e11A1U3InAU Collateralized Loan
Obligation %38 CLO 91faxls Awasdaundulug
fidufndares CLO31U191NFUNSNEE19B
(underlying assets) UszLanlanau Iaeg CLO fi931
Wunsrarslunsynaieafiu Mortgage-Backed
Securities w3 MBS fg198au1andudeiiegende
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TmEJLﬂU"l,*’ﬂuwaimauLﬁnamaqmul,aqlumﬂmaLmﬂ,a
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MuLaEJ JERRY! auU 2019 aanduide Leveraged
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a50.) wazglsy (1 a1uduneaans ase.) (IMF 2020)

! duidefisisusuaanindedesininguinaamu (Non-investment Grade)
vieiiSnaduniiausiusosold (Debt to EBITDA ratio) gandh 3 - 4 i
Tnwgsiasing Leveraged loan Lﬁami%aﬁuﬁamiﬁu (Leveraged Buy-
Outs) N15AIUTINADINIT (Mergers and Acquisitions) nwsLﬁuwu
(Recapitalization) vi3avitenauny (Refinance) wiiiu duide Leveraged
loan iisasnenidouuuased uasidunindvesuidndundndssiu ny

Fas

Wwilfiansisonseadudduusn (First lien) Imamamwwwmﬂlmmlu
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#i3un31 Collateralized Loan Obligation (CLO) &+
Jun1s1n Leveraged loan na1e 9 UsgLanangna
52U (Pool) udmunszurunsulasannlidu
ATENIT (Securitization) (Naosl 1) MntuauUs
Penasiituinamunuszduanudeiinela
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Tnoanzlutismenideniu
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Y mauwammLawmmwimimmm%u
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91NN15918AuSUSULaE AT BT Leveraged
loan L'LJ‘L!@W]‘ULL’iﬂ Imwmmuavimuwammmu
Aoudatesnuduainudefian mu tranche
3038331 Ao Mezzanlne tranche ‘Vl:uawﬂ‘umm
Yieie AAm BB mmmmmmmmu wayd
NARDULNULANT A veusd Junior tranche &
Susumnuidede B wiesnit Jsasiinanauuny
ﬁqa%mﬂuﬁﬁuﬁmiﬂmu “Payment waterfall”
annduasuiauda tranche a19gA Ae Equity
tranche 7ilyfisusuarnuuniedio wax wammv
IFSunanauwnudIuindends Leveraged loan i
Wumanuseiuladnetuay tranche du 9 AsUNLA
Aeuuds fau tranche ﬁaﬁwamammuﬁawﬁwqq
dlowSeuiiouiu tranche 3u

Tnasyu m31a15 CLO $u Senior 3 Junior
tranche fidnwaizilunsianswiifilésunissndusiu
At Ldede? Imaiﬁmama‘uLmut,ﬂué’mmamﬁa
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products lagLaniy
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ANTALYEAIIULABY (3M LIBOR + spread) vauzi
Equity tranche lifin1sdndunuauiiietio 39
AMILABIEER Wiaglasunanauwnuganiduiy

moufithauladnunde nan CLO fawnlng
diedla Foya o Aud 2019 wutwaia CLO Tuglsy
HoonnsA19Useunad 156.5 Aua1uneaals a@se.
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maﬂmﬂuuamﬂiumm 606 ‘wumumaams ase.
Fanam CLO ‘VN?{QQLLM\WJ&I’]EJ@]’J@EJNG\E]LU@QNLLGI‘U
2013 (A1l 1) drunileiiosainarudesnis
suaaﬁfﬂamuﬁ disnntu Tnsamnlugamendeni
IANANDULNUYDI CLO ﬁy’ﬂLLﬁi Junior tranche %u
TU8desnsnendvanesn
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fiun: IMF Global Financial Stability Report, April 2020
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(1) ngusuasmidlvdTuiuaesr Leveraged loan ludnway syndicate Tiuniagsiia

(2) USYMEIANT3ANU CLO (CLO managen* &a Leveraged loan 3nsu1m1swidive lag CLO

- 10 U 1nnvanggaanvnssuidinesiaiiensyaty

ANUEes Tagund 1 Juvensians CLO azunanduldeniagsnausyinas 100 usunlund 10
QMAMNTIN YiTONTT 200 Fyeyn (S&P, 2018) tlonsaeAIALEeS (Risk diversification)

(3) CLO manager 9233 Special Purpose Vehicle (SPV) iieaean CLO elnamu
wuseeniu tranche 619 9 muddudurrudssuasnansuwuiiazlésu leud Senior
(credit rating AAA), Mezzanine (A 1 BB), Junior (B %i3esnn) way Equity tranches

*snews CLO manager o1atluuidmudmsdans@unind uidngnuesuienuseiu neayu hedge fund w3e private equity
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oealsfid mana CLO fiugnesageiu Tandude
lunesn CLO nduilanmdesas axvioutiauuiliy
nsUdesAuliofivgountnigiu (Covenant-lite
loan?) fifndauifiuanniu Jadedndnaireniy
fnaudsuimsnanauazmissnuifugua nsdii
Wasm Leveraged loan 6‘5\1%1414‘1/15\‘1 CLO LAnRAYIA
9152 (default) I1UIUNN AzdINANTENULAEATIAD
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Wil wisunAnsnatananeute uag IMF 9l
AUAI8319870 CLO 0191 0uqaLUs12u19989
naranisdulan wWisvadeudusuidananiions
Uszniulaludisingn uafidhusnfidsldfifiviad
na1A CLO wszidntuurognsln nnadidnyiivi
Winan CLO iegsonunliidunaunainnisnszany
AnaEe (diversification) finne daduteoléuseu
LAZLANEINHER SuTiTidnvazad e ARty 1wy
CDO vide MBS Aiduningsnsdsnszansluduiie
flagende \ileiindngm Subprime Y 2008 filasay
wanluniagsivedamsuning vinlvisiansians
W tigosraundy

dmsuings COVID-19 Tulagdusuinisnans
wagnirguiifuguansieslsziduiulugin
AMNMYBS Leveraged loan fiilemasesfnain
Tunangamanunssunsendu axdusgavuiusside
CLO 30l wazmn CLO Ansuidntuasaenseny
Tasthauarsuusafiodn deunarildidouneeny
Usziiulonauasnansenuiionaiiniy Tnedasiee
Mnlassadradostuves CLO &l

NANSENUNNNTS: NTBYaganAIANNITHoATE
CLO lngm 59903t NaanUNaNsg 9 Wudi sU1A1S
WdYE NeuIIM wazuIenUseiu Judiendn
efldndrumsionsesruiufniduosar 70 veq
g9AAIANI CLO T (Nl 2 waw 3) Tavsunans
widlvdnansesUszunniovas 37 laganizngy
Global Systematically Important Banks (G-SIBs)
Faduffeselugily CLO AAA tranche ¥iaT#
Usziauni1sining1szves Leveraged loan Llag
CLO 2198INafaAMULNEINDYBIIUNDINUVDY

3 . = P o 9 a A Xy
Covenant-lite vefls Msanmudunneieulufunsiuiignuiises
YJURan 1y waiudadiuniidesield (Debt to EBITDA ratio) #3e
dasdumlsrenandodnedusin (Minimum interest coverage ratio)

Nov 13, 2020

suraswidedld Snitsaudesnsaudonnnie
gafafiiutuluraasugiananes lnslanizaude
Rununyudsy (Revolving credit facilities) Fadu
Hadenafuiufusoanuiiemeveaiunemues
SUIANTNINYE

AW 2: 88AAIANY CLO Tuansg wazglsy wus
auUszinnnguinamu (Wuduaeaans 4v9.)

Insurers
130

Pensions

75

Other asset

managers
115

#u1: IMF Global Financial Stability Report, April 2020

A 3: dadaun1stansas CLO usas tranche
Tuanign wlemuussiamnguiinasu

100% Banks

80% B Other Financial Orgs (incl.
60%
40%

Bank Holding Cos)
M Insurers

B Pension Funds
M Other Funds (Hedge

Funds/ETFs)
Mutual Funds

20%

0%
W Monfinancial Organizations

AAA Mezz & (incl. household)

Junior

Equity

fiun: DeMarco et al. (2020) Data as of December 2018

ae3l3finnu anuivaneUssinuinssivanneu
aste 1ilesandasnanad 2020 Miriunn surens
na19ansys (Fed) lausziiiumuiiiesnovas
Wunesuvassuimsndivdrualvg 33 undly
ansse meldmsaamsainisiiudvenasusialy
n3eleng 9 TngRiansansIuNansEnuveINIsgNUsy
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Nov 13, 2020

andusuanindedevesduioniagsnalumany
gnamnssufazdsnalisnnn CLO USuanaslishe
Fawanisusziliunuinnasuansvesansss &l
Funesuiitileanesesdunismadaveaasugia
wAZLEINaRDANUNUKIUVBITIAAUNTNE lURAN
N3y 9udennsuivandusiuanuindeieves
Auldessiadning g1alsAd mnaaunisainmauns
szundsnsiioib sﬁaauuﬁmuﬁlﬁumsﬂi%ﬁuaw
JULIINTIAA S3udle Fed Sasy ‘UL‘wmmumms
Juneuvosnanmaudonnanioz meﬂamwaq
Fubuenuidesidesfinnuedndlngda esan
drunilaFufiugiuz FunemuIessuIATHIEYE
waguRaduannesasmuuualiunIsuafives
\5wgAa (FRB, 2020)

vsEnUsEnuildadiunishonses CLO Usyuna
Yavay 17 909980AIA1 Inedndiun3anileves
wasn CLO vasnguuiemuseiusionua 1y CLO Tu
seduaUEssTineuT19iIMIe AAA tranche Bl
miawuﬁﬂﬂi“mmﬂ?wﬁaaﬂ’lu Mezzanine Way
Jumor tranches Vlmf\]lmumaﬂi“ﬂwmﬂ:uam CLO
fanasduiy Wi YaAIn15a9nu CLO Uay
Leveraged loan ﬁuawiwwﬂﬁuﬂuiuamgﬂ o
glsU Amdudndrudssuiuiovay 30-40 989
Runomu

naeuUsELAN Hedge fund dsildndaunis
aauiiiefoay 6 Y89YaA15IUNYINAIA CLO
wtdndnnisasudiulugnszqndalunda
Mezzanine Junior Lag Equity tranches fefovas
70 Fadunguitfianuidssdeuinsgauazsoulmee
wunldununmaudeidesamionisuivansusiy
autdede

HaNsENUMNeeN: uenain CLO axiianandes
AOKTaATBINIIAT CLO lngnsauan N15noer1vas
Leveraged loan kazUguin1siatindnsedidena
nsznulugnldsianainnisiulnesiuniudamis
A9 9 LYu wanswwiammL%aﬁuﬂlaaﬁnaavgu
%aawﬁfl‘lﬂgimmﬂnaﬁquuse (Market sell-off)
Tnglanzidlednamuladiulaindunindeing 9 3
amnudessfiuisaduegnils wazillesimauning
Uiuanaanaunsgnuyardunindvesfonedu
o1viliiAamsmegoonmuiuitevandena

1AM U (Mark to market loss) IUFINANTENY
unwsnsza18luaanI1g (Contagion)

uen9Ind NsfinguswAsnndvdiiuiudes
auwaiwmanmawmmmu 919anNeuAMHELTR
msﬂsumamwmaawaq CLO 91in159 tranche
mumﬂmaawaa CLO luffine uaymnmsamuly
tranche funagUaondousnduiinsinindisyni
Ju wansgnugouanagfunduanitunisiuuay
fnasuanitudsziansne q Idudiediulng
nszviadamansznUsegpenuazanailugamIdes
\Ba58UU (Systemic risk) siolulaauiy

3. NANTENUVDY COVID-19 fiamana CLO

3ngn COVID-19 idadnide vhlvigshananaums
VINANTNARDILAE mumqmmmsmummvm
smmmLawmmuummmauimﬂu CLO 7181984
Aulogsna JsdenansenudonIngunaia CLO
Tu 3 Useifiuvdn eud (1) Yanamsdewslunain
usngly uay smﬂummmaaamaqmﬂmﬂmm
fraidudossiadatissiiinaniy dmanssny
maamwmaﬂumam CLO Taas2u (Liquidity risk)

LL‘lJ’JImJﬂ’]’iNﬂquﬂ’i“’V]LW@JENSUU (Solvency risk)
mﬂwuﬂamuﬂsuauﬁzyjmﬁum‘v!uiﬂ nay
(3) 7M1V 51815 CLO TumanaRuNILNINAIIAIA
(Market risk)

1) MmsEuaglunaInLINLa A lUNAINTEY
anad wudn Tulasunausnuesl 2020 yar1n1siaue
118 CLO lumaausnu3uanasnnninaie 9iniade
Uszana 40 Wua1uneaals ase. salasunalugig
fou COVID-19 mdetiesUssuias 20 Wudlu
noaans ase. uagnsemuddlasinad 3 (1w 4)
drwfudiurusu CLO floenvrsuuanaiduriy
nUszan 60-70 Julunsiazlnsuna wdeidies
Useaad 40 U @10UANTIaY0UNAN UMD
M31813 CLO flauurlduazgnuiuanduduainy
Undedie (Downgrade) Wusuiuann wuieafu
Usinainsuaseduidie Leveraged loan 7iusuanas

dmsun1suTuiinusIng wudi Yasmey 1.
2020 (ﬂ']Wﬁ?ll 5)51A1 Leveraged loan thay CLO
Iummmawaqﬂy’mﬁgﬂ wazglsUuTuanasuseanm
Yoway 20 RnmNuRnansRnTATIszYIgIAE
lasunansenuaNuInNgN1g lock-down 53ude57A7
wdsuuazAudlnadueifiuivanasesiaguns
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2¢19l5AR A1endan19n1siuIATATALAY LY
Tassmsindedudouaznsansuinaenyy suds
ASIESTIHIUNTZUIUNS securitization Faelsisnan
Leveraged loan uaz CLO U§uiidu tneinasu
Sunduidhde CLO TurrefisnaduazUSunanis
2ONATNENTIIAR wasEAuTIAT NSNS sldndu
Fuluwhusgsudalugisdewingn COVID-19

A7 4: yarIN1sEu1e CLO Tunaiausn

EU CLO issuance

s | S new issue count (RHS)

US CLO issuance

EU new issue count (RHS)

-
o 50 80
]
9
"‘;40 60 o
£ 3
3% -
g 40 E
R £
=]
i 20 2
210
] ]
] 0y N ] S oy N o]
& @ P P P P
n] ') (8] (n] i) In) (n) on]
A A S

fun: Bloomberg

A9 5: A¥ls1A1 Leveraged loan waz CLO
Tunanases

s Palmer Square US CLO Debt Index (Price)
S&P/LSTA US. Leveraged Loan 100 Index (Price)

S EP European Leveraged Loan Index (Price)
100

90
80

70

Jan-20
Feb-20
Mar-20
Apr-20
May-20
Jurn-20

Jul-20
Aug-20
Sep-20

fan: Bloomberg

2) mwLﬁ'mmnmsﬁaﬁ’m&’qsmﬁugaﬁu Al
LU LNNISUSUBABUAULATARLAE N1STLADFAINY
\TEENY 1ng o LiaU n.A. 2020 BRI Leveraged
loan MiadatisyAoUSInaEuToTeuaLRnTudy
Sovaz 3.7 FegeninszduunAinduvinia® (S&P LCD,
2020) vy USEndnsusupindedieousu
andUAULATAR (downgrade) CLO tranche 614 9

* Tneifunsindndrszues 69 uEmaweiiud Andudesas 3.9 vesduiu
Ustsiaualuseil S&P/LSTA Leveraged Loan Index

Nov 13, 2020

Tuansys wasglsuidiindu (Ml 6) Sedulvgidy
n&u BB tranche wag B tranche (n it 7) eflenu
LammLLavﬂamam“m downgrade L‘Uumﬂ‘ULLiﬂ
DEYUAD LLmaﬂmumm downgrade aamawu
ﬂaumﬁmmmamaun‘uﬂﬂauuaummmLﬂuiﬂimw
9¥ilns1a15gn downgrade tsAndnn1ningm
CoVID-19 Snsiinie uilvenadsmansenusiaramu
Tu CLO AAA tranche laaiuriu

AaLAgIeInsAnaTIsE i@ saindy
W%fauﬁiﬂ,wmw%ﬁ’wmﬂimqa%waamﬂﬁsﬁaﬁﬁ
adouloafuunndy s‘z’iﬁLﬂuLmTﬁauv‘ﬁﬂuwaim
CLO ﬁmﬁmﬁﬁﬁxLﬂué’mﬁaugﬁﬁuﬂdwﬁ tranche Tu
s¥AUANS 9 9x5095ulAanua (Rising default

correlation; Aramonte and Avalos, 2020)

AN 6: IUIUALENVRS CLO tranche Mign
downgrade 1agU3ENANBUAUAMUULTDED
140

M US CLO Downgrades (S&P)
EU CLO Downerades (Fitch)

120

100

80

60

40

Cumulative number of tranches

20
o —

Apr-20 Jun-20

Jul-20

May-20 Aug-20

fian: S&P uag Fitch Ratings @ 14 &.A. 2020

WA 7: 313U CLO tranche azanluaniy.
1gn downgrade lag S&P LU rating

100 30%
I Mo of ratings

downgraded in 2020

as of Aug. 6, 2020 73
27
category In 2019 (HHv
ABS, Al

fiun: S&P Global Ratings & 9 .. 2020

Downgrade % of 20%
tranches with the
sarme original rating

50 category (RHS)
DO\-UE:;TZde % of

tranches with the
sarme original rating
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