October 2025

Recent US Credit Market Dislocation: Systemic or Idiosyncratic?

So far there is little evidence that the recent bankruptcies of US companies First Brands and
Tricolor and losses at US regional banks exposed to them that triggered the most recent market
volatility are a precursor to broader systemic problems in US or global credit markets.

Corporate balance sheets at an aggregate level
remain strong, corporate default rates have been
trending down and are forecast to continue to
decline, global economic growth remains healthy,
systemically important banks are well ring-fenced,
and household balance sheets as a whole are
strong (see charts below).

Most indications are that the recent company
bankruptcies and losses faced by a few US

regional banks are idiosyncratic in nature (i.e.
company and bank specific), with limited broader
implications for the systemic health of credit
markets. It appears that fraud may have played a
key role in driving the First Brands and Tricolor
bankruptcies, with both companies operating in
niche sectors (auto parts and subprime auto loans)
known to be under stress.

Corporate debt service ratios low and falling
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Aggregate data from the Bank for International
Settlements (BIS) shows that corporate debt
service ratios (interest and principal payments as a
percent of income) in the US, Europe and the

UK are falling and remain well below 2008 levels.
On their analysis (“Aggregate debt servicing and
the limit on private credit”), corporate debt service
ratios provide “highly accurate early warning
signals” for systemic financial crises. On their most
recent data this risk appears low (see chart below).
In addition, household debt service ratios are also
well below 2008 levels and have been declining,
indicating household balance sheets remain
strong, which should help keep a floor under
private consumption.

Household balance sheets are strong
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Systemically important banks are protected and economic growth

is resilient

Systemically important banks remain well protected, with
banks tier one capital ratios significantly higher than in
the run-up to the 2008 global financial crisis and regular
stress tests ensuring they are well buffered from potential
external shocks. Tier one capital for the systemically
important banks in the US, Eurozone and UK currently
stand at around 15%, 18% and 18% compared to 10%, 8%
and 6% in 2007.

The US economy has continued to grow at a healthy

pace despite political and policy uncertainty, with US

GDP expected to grow by 1.8% in both 2025 and 2026
according to consensus estimates. Europe, UK and other
major developed economies also continue to show positive
growth. This should provide a continued constructive
operating environment for businesses.

Banks Tier One Capital Ratios highlight balance
sheet strength of systemically important banks
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The US economy has continued to grow at a healthy

pace despite political and policy uncertainty, with US

GDP expected to grow by 1.8% in both 2025 and 2026
according to consensus estimates. Europe, UK and other
major developed economies also continue to show positive
growth. This should provide a continued constructive
operating environment for businesses.

In addition, the US Fed has cut its benchmark rate 125bp
from its high in 2024 and the swap market is pricing a
further 125bp of cuts to 3% over the next twelve months.
The ECB has more than halved its benchmark interest rate
to 2% over the past year and the swap market is pricing
around 50bp of rate cuts from the Bank of England over the
next twelve months. Rate cuts should support growth and
further reduce companies’ funding costs.

Resilient global GDP growth
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Declining default rates and robust debt US and Europe EBITDA growth holding up well
service ratios Yov%

Europe EBITDA Growth US EBITDA Growth

Moody’s data shows that the global speculative grade default
rate has been declining over the past year and Moody’s
baseline forecast is for the default rate to decline from

around 4% currently to around 2.5% over the next year (see 1o
chart below). 8
Moody’s global speculative grade default rate and ©
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Strong private company fundamentals ,

Data from ICG’s proprietary private company database
indicate that private company fundamentals at an

aggregate level remain strong, with median EBITDA o -
growth of both Europe and US companies growing at a
healthy pace and interest coverage ratios stabilising at

Source: ICG Private Company Database, median 4gma data to Q2 2025.
Preliminary data and subject to change. Interest coverage ratio is EBITDA/
comfortable levels. Cash Interest.

Therefore, while there is always scope for further
idiosyncratic problems at a company and bank-specific
level, macro conditions and measures of systemic risk
indicate recent concerns about the broader financial
system are overblown.
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While there is always scope for
further idiosyncratic problems at a
company and bank-specific level,
macro conditions and measures of
systemic risk indicate recent concerns
about the broader financial system are
overblown.”
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Important notice

This document is being provided to you by the subsidiaries or affiliates of Intermediate Capital
Group plc (“ICG”, and together with their respective directors, officers, employees, partners,
members, shareholders, advisers and agents, as the context requires, “the ICG Parties”) on a strictly
confidential basis and no part may be reproduced or redistributed in any form, by any means without
the prior express written consent of ICG. This document is intended only for information purposes
and convenient reference and does not create any legally binding obligation on any of the ICG
Parties. The ICG Parties expressly disclaim any liability for the use, misuse, or distribution of this
information to unauthorised recipients.

This document: (i) is not intended as an offer or solicitation with respect to the purchase or sale of
any security or financial instrument; (ii) is not to be relied upon in evaluating the merits of investing
in any securities; and (iii) is provided solely as reference material for background purposes. You
should be aware that investing in a fund sponsored by ICG (an “ICG Fund”) involves a high degree
of risk, and there can be no assurance that an ICG Fund’s investment objective will be achieved

or that you will receive a return on your capital. The possibility of partial or total loss of capital
from an investment in an ICG Fund will exist and you must be prepared to bear such losses. You
should refrain from investing in an ICG Fund unless you fully understand all the risks involved and
you independently determine that the investment is suitable for you. ICG is not your designated
investment advisor.

ICG may encounter potential conflicts of interest in connection with the activities of an ICG Fund.
Please see the applicable ICG Fund’s offering memorandum or any other such similar documents for
additional information. A private offering of interests in an ICG Fund may only be made pursuant to
the final confidential private placement memorandum for the fund and any supplements (or any other
such similar documents) thereto (the “Memorandum”) and the fund’s governing and subscription
documents (together, the “Offering Documents”), which may be furnished to qualified investors

on a confidential basis at their request for their consideration in connection with such offering. The
information contained herein will be superseded by and is qualified in its entirety by reference to the
Offering Documents, which contains additional information about the investment objective, terms
and conditions of an investment in the fund and also contains tax information and risk and conflict

of interest disclosures that are important to any investment decision regarding the fund. No person
has been authorized to give any information or make any representations other than as contained

in the Memorandum and, if given or made, any such information or representation must not be

relied upon as having been authorized by the fund or any of the ICG Parties. A prospective investor
should not invest in any fund interests unless satisfied that it (alone or together with its investment
representative) has asked for and received all information that would enable the investor (or both of
them) to evaluate the merits and risks of the proposed investment.

Intermediate Capital Group plc
Procession House,

55 Ludgate Hill,
London, EC4M 7JW
Tel. +44 20 3545 2000




