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BDC returnssuperior so far in 2019

LSEG | February 21, 2019

60.0%
40.0%
20.0%

i i_IJJ_l].J

-20.0%

Returns %

-40.0%

Wells Fargo BDC Index m S&P/LSTA Index m S&P500

-60.0%

If you were not buying BDC stocks in the dip in December, you are probably feeling remorse because BDC
returns are quite stunning so far in 2019. After posting a dismal -6.6% return in 2018 and 0.1% in 2017, returns
have gone sky high so far in 2019 with the Wells Fargo BDC Index up 13.7% year to date. This is outpacing the
S& P/LSTA Leveraged Loan Index at 3.3% and the S& P500 at 10.9% year to date. Back in late December, only
6 public BDCs were trading near book value or higher with the average price to net asset value per share residing
at 0.76x across the publicly traded universe. But in February, the average price to NAV has shot back up to 0.9x
with 14 public BDCS now back to book value or higher. New Mountain took advantage of the rebound and was
the first BDC to issue public equity this year. Over 35 public BDCs have already produced double digit returns
this year with 8 producing returns well north of 20% including GLAD, GAIN, MRCC, and FSK to name a few.
BDCs are currently in the midst of earnings season, with 16 BDCs already releasing 12/31/18 filings so far. The
landscape remains bifurcated with high quality managers showing continued realized gains and strong
originations while lower tier BDCs are still struggling with some problem loans and losses. While dividend cuts
have been few and far between since Libor has risen over the 2.5% area, Harvest Capital did lower its dividend
by 15.8% stating a very competitive investment environment.
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