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CLOsfuelling demand for paper, driving repricing
deals

Debtwire | July 5, 2024

CLOs are setting all-time records in new issuance
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The driving force behind such an explosion in repricing deals is demand for new paper, which is currently
outstripping the offer. While issuers remain cautious about coming to market for new money, they are using this
opportunity to slash their interest expenses.

The question iswhy is there such a marked disparity between demand and supply? In February, collateralized
loan obligation (CLO) issuance more than doubled from January to USD 29.5bn, a new record amount for
monthly issuance. Volumes continued to soar in March and April, peaking at USD 41.3bn in May. Although
around half of this historic high has been reset and refinancing deals, new money aone reached USD 19.3bn in
May, hitherto unseen before on the CLO market.

Investor appetite has not been sated by the volume of new loans in the market. New leveraged buyout (LBO) or
M& A deals could boost primary activity; however, LBO deal flow was patchy during 2023 and has only just
started picking up this year, while M&A activity remains insipid, with occasional large deals coming to the
market in January and February. According to Guggenheim Investments, 70% of al leveraged loans were owned
by CLOs as of end-September 2023. The spike in CLO issuance increased the need for new loans, all of which



https://theleadpc.com/wp-content/uploads/2024/07/DW-0701-scaled.jpg
https://www.guggenheiminvestments.com/perspectives/portfolio-strategy/understanding-collateralized-loan-obligations-clo

leaves investors with an abundance of dry powder contributing to the market being favourable towards issuers at
this point.

For access to our comprehensive news, analysis and data on the global loan and bond markets, please subscribe
to Debtwire.

(Past performance is no guarantee of future results.)
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