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Market Trends 

Published:  Friday, October 12, 2012 

     We analyzed the trends in the uses of proceeds from U.S. dollar denominated high-yield 

offerings over the past eight quarters ending with the second quarter of 2012.  The analysis 

includes all transactions registered with the S.E.C. as well as private placements in reliance on 

Rule 144A and/or Regulation S for which use of proceeds disclosure was available.   

     The use of proceeds disclosure notifies prospective investors of how the issuer plans to use 

the capital raised in the offering.  It is common for issuers to disclose multiple uses for the 

funds. Therefore, it is not possible to allocate the exact total dollar amount to any specific use 

of proceeds.  We measured the proportion of indicated uses of proceeds to the number of 

offerings. 

 

Table 1 
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     Investor demand for high yield and historically low interest rates have been fueling the 

record breaking primary high-yield market since 2010.  Refinancing existing debt has been the 

leading use of proceeds category.  This includes debt tender offers, redemptions of existing 

notes and repayment of amounts due under credit facilities.  Companies have been able to 

realize significant savings by issuing new debt at low rates in order to redeem or pay off existing 

debt that was issued with higher rates.  For example, CIT Group Inc. issued $1.25 billion of 5% 

notes and $1.75 billion of 4.25% notes (both rated B1 by Moody’s) in July 2012, and used the 

funds to redeem existing 7% Series C notes due 2016 and 7% notes due 2017, resulting in a cost 

reduction of $3.3 billion according to a company press release.  In January 2010, the average 

yield to maturity for high-yield issuances was 9.4%.  By October 2012 that average had fallen to 

6.7%.  (See Table 2) 

Table 2 FINRA - BLP Active HY US Corporate Bond Index Average Yield to Maturity 

 

 

Source:  Bloomberg    

      M&A activity has accounted for an average of 15% of uses of proceeds for the eight quarters 

ending June 30, 2012.  However, the average for the first half of 2012 declined to 11%.   This is 

as much a reflection of the lackluster M&A market in general, as it is a statement on issuer’s 

desire to refinance existing debt.  (See Table 3) 
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Table 3 

M&A as a Percentage of High-Yield Activity (Quarterly, 7/1/2010 – 6/30/2012) 

 

     The catch all category of general corporate purposes averaged 27% for the first five quarters 

in the sample range, but that jumped to 38% over the past three quarters.  Opportunistic 

issuers appear to be taking advantage of the continued low cost of capital more frequently in 

2012 than in late 2010 and early 2011.  In September 2012, D.R. Horton, Inc. issued $350 

million of 4.375% notes due 2022 in a registered offering, and The Ryland Group, Inc. issued 

$250 million of 5.375% notes due 2022 in a private offering.  In both instances, the funds were 

to be used solely for general corporate purposes. 

     All other items generally accounted for less than 10% of the use of proceeds in high-yield 

issuances.  This category includes, but is not limited to, repurchases of common stock, cash 

distributions to equity holders, specific business purposes and intercompany loans.  

Individually, cash distributions to equity holders accounted for up to 3.85%, and repurchases of 

common stock accounted for up to 2.5% of issuances respectively, in any given quarter.   

          We have observed that issuers have continued to take advantage of low rates and 

investor appetite for yield by refinancing existing debt. The data also indicates that a growing 

proportion of companies are issuing high-yield debt not to refinance existing debt or to finance 

a specific M&A transaction but to fuel growth through general corporate purposes. M&A 

activity has declined in recent quarters and has contributed less to overall issuance. Lastly, we 

have not seen evidence of an increase in aggressive uses of proceeds to fund share buybacks or 

distributions to equity holders. 

 

About Deal Point Data 

Deal Point Data, LLC is an independent financial research company focused on providing the 

investment community with unique research and tools to help generate an informational 

advantage.  For more information about Deal Point Data, visit www.DealPointData.com. 
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