UNDERSTANDING MARKET TRENDS

HOW DISINFLATION

COULD AFFECT
COMPANY FINANCING

The macroeconomic environment is shifting. Since the
second half of 2022, U.S. inflation has been dropping.
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The last time inflation climbed
above 9% and then dropped
was in the early 1980's.
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It differs from deflation, which is a

negative inflation rate like the U.S.
experienced at the end of the
Global Financial Crisis in 2009.

How might slowing inflation affect the amount
of debt and equity available to companies?

LOOKING TO HISTORY

There are many factors that influence capital markets, such as
technological advances, monetary policy, and regulatory changes.

With this caveat in mind, history signals that debt and equity
issuance expands after a period of disinflation.
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Equity issuance grew quickly
in the years that followed.
Other factors also influenced
O | equity issuance, such as the
macroeconomic expansion,
HMH H—DEQ productivity growth, and the
dotcom boom of the ‘90s.
What happened to debt?
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Debt issuance was also quite low during
the '80s disinflation, but began to increase
substantially in later years.
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As interest rates dropped and debt capital markets matured, issuing
debt became cheaper and corporations seized this opportunity.

It's worth noting that debt issuance was also impacted by other

factors, such as the maturity of the high-yield debt market and
growth in non-bank lenders such as hedge funds and pension funds.

THEN V5. NOW

Could the U.S. see levels of capital financing similar
to what happened during the '80s disinflation?

There are many economic differences
between then and now.

Consider how various indicators differed
10 months into each disinflationary period.
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The U.S. economy is in a better position when
it comes to factors like inflation,
unemployment, and corporate profits.

On the other hand, fears of an upcoming
recession and turmoil in the banking sector
have led to volatility.

WHAT TO CONSIDER

Amid uncertainty in financial markets, lenders and
investors may be more cautious. Companies will need to
be strategic about how they approach capital financing.
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could be well positioned for could face fewer options as could find debt more
IPOs as investors are focused lenders become selective and expensive as lenders charge
on cash flow. could consider alternative forms higher rates to account for
of equity and private debt. market volatility.

In uncertain times, it's critical for businesses to
work with the right advisor to find—and take
advantage of—financing opportunities.
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