2006 TMA Trend Watch Credit Survey compared to 2001- 2005

1.
What is the current condition for obtaining credit within the lending community?

2006
2005 
2004
2003
2002
2001  question asked “are you currently noticing                              



tightening 82 % Yes; 18% no

22%
11%
9%
53%
69%
na  Tighter credit than one year ago at this time

43%
58%
60%
14%
8%
na  More availability of credit than one year     

 


      ago      (skip to Question 4)

35%
31%
32%
33%     23%
na
About the same as one year ago                                                                                      







(skip to Question 5)

2. If you are noticing a tightening of credit within the lending community, what form of tightening are you seeing? (check all that apply)

2006
2005
2004
2003
2002
2001  

51%
55%
39%
68%
70%
63%
More restrictive loan covenants

49%
69%
51%
73%
78%
68%
Greater conditions to be met prior to 







close

18%
24%
16%
27%
27%
25%
More often requiring a “B” tranche 







participation

22%
39%
29%
47%
28%
55%
Greater reluctance by a potential lender   






for  a term sheet or commitment letter

44%



Lower ratio of loan to EBITDA or 





collateral required

13%



Other  

3. If you are noticing a tightening of credit within the lending community, in which areas of lending are you seeing this? (check all that apply, then skip to Question 5)

2006
2005
2004 
2003
2002
2001  

53%
53%
54%
69%
70%
80%
Refinancings with existing lender

75%
56%
63%
74%
85%
84%
Replacement Financing

14%
31%
22%
21%
25%
20%
Debtor-in-Possession Financing

16%
18%
10%
20%
21%
23%
Exit Financing (Exiting from Chapter 11)


37%





M&A Finance

4. If you are noticing more availability of credit within the lending community, in which areas of lending are you seeing this? (check all that apply) 

2006
2005
2004
2003
2002
2001  did not have this question

63%
67%
61%
54%
60%
na
Refinancings with existing lender

78%
77%
82%
60%
95%
na
Replacement Financing

20%
26%
28%
21%
55%
na
Debtor-in-Possession Financing

20%
25%
31%
20%
30%
na
Exit Financing (Exiting from Chapter 11)

55%
54%




M&A (new answer in 2005)

13%
Prepackaged bankruptcies (new in 2006)

5. As of May 10, 2006, the U.S. prime interest rate was 8.0%. Please indicate what you believe the effect of various interest rate increases would be on credit availability to underperforming companies. Please choose one answer for each interest rate. 

	
	Little to no effect
	Some tightening
	Significant tightening
	Make more credit available

	8.5%
	63%
	33%
	3%
	1%

	9.0%
	28%
	58%
	11%
	2%

	9.5%
	7%
	58%
	32%
	3%

	10.0%
	3%
	25%
	65%
	7%

	10.5%
	3%
	13%
	73%
	11%

	11.0%
	3%
	7%
	73%
	16%


6.
 In the past 10 years, the credit market has undergone an evolution and expansion of nontraditional lending and capital sources. Which of these sources are becoming a significant factor in the restructuring of companies in various stages of decline? Please choose one answer for each stage of decline or check NA for Not Applicable.

	
	
Hedge funds 
	Private equity funds
	
Tranche B/C loans 
	
Sale/leaseback 
	
High yield debt 
	N/A 

	Companies in early decline 
	2005  23%
	2005 NA
	2005  32%
	2005 19%
	2005 21%
	2005 6%

	
	2006  15%
	2006  19%
	2006  32%
	2006  17%
	2006 13%
	2006 5%

	Companies in mid-term decline 
	2005  23%
	2005  NA
	2005  38%
	2005  16%
	2005  15%
	2005 9%

	
	2006  20%
	2006  23%
	2006 33%
	2006  10%
	2006  8%
	2006 6%

	 Companies in late decline 
	2005 43%
	2005 NA
	2005 12%
	2005 10%
	2005 19%
	2005 16%

	
	2006  44%
	2006 13%
	2006 7%
	2006  7%
	2006 15%
	2006 14%


7. Do you believe the expansion of nontraditional lending and capital sources is

73%
A fundamental institutional shift that is likely to become a permanent change to the structure of the economy

25%
A temporary condition 

2%
Other 

8.    When do you foresee debt default rates to increase significantly?   

15%
Last half of 2006

47%
First half of 2007

29%
Last half of 2007

10%
2008 or later

1%
Other 

9. How would you describe your primary occupation? Check only 1. 

35%
Turnaround practitioner 

31%
Lender

11%
Attorney

8%

Investor, including equity investor, investment banker, venture capitalist

7%

Financial consultant

3%

Liquidator 
3%

Factor

2%

Accountant

2%

Other
1%

Academic
0%

Government 
0%

Judicial 

