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 All ratings are senior unsecured unless otherwise noted.			   * = Senior Subordinate		  ** = Issuer Rating
+ = Senior Implied		  1 = On review for possible downgrade	 NR = No rated Issues		  WR = Withdrawn
q = Rating Decreased		  p = Rating Increased			   2 = Rating Lowered		  3 = On review for possible downgrade
4 = Bank Credit Facility

This information was compiled by W. Van Barron and H.L. Jackson of BridgePointe Advisors.
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This information was compiled by Tim Radomski of BridgePointe Advisors.

January
2009

Capital Solution — Treasuries Sink, Spreads Skyrocket

Market Pulse

The information below is compiled on a monthly basis by BPA and is based on actual quotes from transactions and a lender 
poll to reflect a snapshot of rates for that day. Instead of giving you a stale matrix of rate ranges from one lender, these 

are actual quotes from lenders representing a cross section of the lending community. BPA reaches hundreds of commercial 
lenders offering a very comprehensive sample of the finance landscape. All spreads are based on the US Treasury Yield for the 
corresponding loan term: 10 year Treasury (2.67%) and 5 year Treasury (1.67%) on December 8, 2008.

Well it’s official we are and have 
been (since December of 2007) 

in a Recession. 
As the government struggles to fi-

nance the bail out it continues to sell 
debt and the week economic numbers 
have put pressure on the Fed. Now we 
see yields on long term treasuries have 
sunk to record lows in the first week 
of December.

With treasuries at an all time low 

we have seen interest rate spreads at 
unprecedented highs. We are familial 
with lenders quoting coupon rates this 
past year but now we are also having 
to deal with interest rate floors (as re-
flected in the chart above) that prevent 
the rates from falling. So even though 
the 10 year treasury yield is at 2.67% 
I have to adjust the spreads to accom-
modate the floor rate i.e. for a 10 year 
term loan with a floor of 8% the spread 

is 5.33%.
The days of 1.20% spreads are long 

gone where we bore the risk and reward 
of fluctuating treasury yields . But now 
we reap no benefit from falling trea-
suries as the interest rate floors push 
spreads to new heights!
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