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BMO Overview – A Leading North American Financial Institution

Global Banking Operations
Global

Over 45,200 employees 
across 30 offices on five 

continents1

Stability
Credit ratings of 

Aa2 (Moody’s) and 
A+ (S&P)1

Scale
$774 billion in Assets; 
Market Cap of $60.9 

billion1

Market Risk
Management

Private
Banking

Advisory
Services

Treasury 
Services

Commercial
Lending

Capital
Markets

 Cash Flow and ABL 
Syndications

 Leverage Lending 
 Investment Grade 

Debt
 Private Placements 
 High-Yield Debt
 Equity Underwriting
 Share Buybacks

 Buy/Sell Side Advisory

 Cash Flow Lending
 ABL Lending

 Investment Grade Debt
 Sponsor Finance 
 Mezzanine Lending
 Public Sector Finance

 Securitization
 Equipment Leasing
 Commercial Mortgages

 Cash Management
 Corporate Credit Card 
 Spend Solutions 
 Trade Finance
 Global Asset 

management
 Employee Banking

 Commodity Products
 Equity/Credit 

Derivatives 
 Foreign Exchange
 Interest Rate 

Derivatives 
 International Trade 

Finance
 China Capabilities

 Financial and Estate 
Planning

 Wealth Transfer & 
Insurance

 Family Office Services
 Tailored Lending 

Solutions
 Income Tax Planning

 Financial Advisory
 Transition Planning 
 Generation Transfers
 Project Feasibility 

Analysis
 ESOPs

 Economic Profit 
Modeling

BMO Financial Group is the 8th Largest Bank in North America by Assets1

= BMO Office 

1as of Q4 2018
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Judging/Criteria: The S&P Global Platts judging process rely on the expertise
of an impartial panel of international experts who evaluate significant business
volumes traded alongside integrity and financial security. The independent
judging panel focus exclusively on performance and achievements. Other criteria
include: customer care & satisfaction; financial results; innovation; regulatory track
record; and safety; including financial security.

BMO Harris Bank N.A. awards by 
S&P Global Platts and American Metals Market

S&P Global Platts is the leading independent provider of information, benchmark
prices and analytics for the commodities and energy markets. A division of S&P
Global, S&P Global Platts is headquartered in London and employs over 1,200
people in more than 19 offices worldwide over five continents. S&P Global Platts
has been to honor and recognize those that motivate the Metals Industry to new
paradigms, embodying excellence in leadership, innovation, safety, integrity and
overall performance. The Global Metals Awards is a competitive awards program
honoring excellence and accomplishments in the global metals industry. The
Global Metals Awards is presented on Thursday, May 17 2018 at Marriott
Grosvenor Square in London. S&P Global Platts Global Metals Awards, now in
its 6th year, recognizes top performers - industry leaders and innovators. The
Awards program offers 15 categories for business and individual achievement.

ABOUT S&P GLOBAL PLATTS

• Awarded in 2018 by S&P Global Platts - Global Metals
Awards for “Financial Metals Service Provider of the Year”

American Metal Market (AMM) is an online provider of industry news and metal
pricing information for the U.S. steel, nonferrous and scrap markets. Products
include a daily publication available in an electronic pdf, live news on the
publication's website, a hard-copy magazine and a series of weekly newsletters
covering niche markets. The publication also plays host each year to a number of
industry conferences and events covering the state of various metal markets. It
has been hailed for its impartial coverage of the mining and manufacturing
sectors, said to be “as vital to the metal-buyer as the ticker is to Wall Street.”

Each year American Metal Market selects the best financial institutions around
the world. These awards have become a recognized and trusted standard of
excellence. The AMM Awards are presented on Tuesday, June 26th 2018 in NYC.

ABOUT AMERICAN METAL MARKET

Judging/Criteria: AMM judges evaluate nominations using a point-based
qualitative approach to determine the winners. The nomination and judging
processes are audited by and in full compliance with Euromoney/Institutional
Investor guidelines and standards to ensure integrity and objectivity. Selection
criteria include: scope of services provided to companies; changes or
improvements made for clients; solutions provided to companies and the
impact on their financial performance/ability to expand.

• Awarded by American Metals Market for 2017 and 2016 
the Award for “Financial Services Provider of the Year” 

and nominated for same award for 2018

For 2018, awarded “Financial Metals Service Provider of the Year” by S&P Global Platts – Global Metals Awards 
and nominated “Financial Services Provider of the Year” by American Metals Market
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Upcoming events:
• Speaker at Platts Annual Steel Conference
• Speaker at AWPA Conference
• Speaker at ISRI
• Speaker at Steel Success (AMM) Conference
Past events:
• Speaker at Steel Success (AMM) Conference
• Speaker at Platts Annual Steel Conference
• Speaker at ISRI

Awards:
• 2018 S&P Global Metals Financial Metal Services Provider
• 2017/2016 AMM Financial Services Provider

Metals Value Chain & BMO Harris Bank Representative Relationship

Scrap & Recyclers Trading Companies Manufacturing / Mills Service Centers Downstream & Value Add

BMO Harris Bank – ABL Metals Group 
DEDICATED ASSET BASED LENDING – METALS TEAM

Michael Scolaro
Managing Director –
ABL Group Head

Andrew Pappas
Managing Director –
Head of ABL Metals

Quinn Heiden
Managing Director

Christopher  Wolf
Director

Dan Duffy
Director

Kim Ptak
Director

Ryan Gray
Assistant Vice President

Ran Li
Vice President

Brian Hickey
Associate

Si Qin
Assistant Vice President 

Grant Hubbell
Associate

Patrick Wlodkowski
Associate

SPEAKING ENGAGEMENTS FOR MAJOR TRADE ORGANIZATIONS 
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Financing & Lending Markets
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Financing & Lending Markets

• Is it a good time to be a Borrower in this Market and why?

• Does it matter where you borrow your capital?  Commercial Banks vs. 
Other Non-Banking Financial Institutions?

• Are there differences for Lenders in evaluating Small/Middle Market 
Companies vs. Large Cap Companies – What do Lenders review/evaluate?

– Small / Middle Market Companies  (up to $500/$750 million in Revenues)
– Large Cap Companies ($500/$750 million + in Revenues)

• What is the mood of the Financing Markets today?  Lender Concerns?

The Lender Perspective on Wire & Rod and Metals Space
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General State of Economy and Steel/Wire & Rod Industry

• US GDP is expected to grow in the 2.5-3.0% range for 2019

• Demand for steel and wire remains strong in all major end markets and tied to economy

• Tax reform and reduced regulations – driving spending/optimism

• Stable Interest Rate Environment (per Federal Reserve) 

• Section 232 and WTO trade tariffs – Major benefit to domestic steel and wire producers:  

- Most wire categories are protected through tariffs – higher domestic prices

- Higher corporate profits

- Expansion in domestic wire production 

- Domestic producers re-investing profits for growth opportunities 

- Increased demand for US assets – interest from foreign buyers

- Increased M&A activity and some de-levering of corporate balance sheets

- Stability in wire prices and stable demand has led to enthusiasm in sector
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As Risk to Investors Increases, So Does Expected Return
Capital Structure Hierarchy – Financing Structures
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Effects on Financing Markets – Commercial Banking

• Commercial Bank Markets for Metals sector remains strong:

– Capital available to finance growth – Good time to be a Borrower

– Good interest rate environment – relative to historical standards

– Commercial Banks - strong balance sheets and seeking to lend/grow business

– Demand remains strong in the Construction, Automotive, Energy for Metals

– High Metal Prices – improved corporate earnings and future visibility

– Section 232 and WTO tariffs – reduced volatility for bank market

– Increased Senior Facilities due to higher metals prices and inventory values

– More capital available for M&A Activity – Private Equity enters the Metals Space

– Consolidation in the steel and wire sector continues, fed by strong corporate 
earnings and protection from importers and foreign producers
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Reasonable Interest Rate Environment

1-Month LIBOR, based on U.S. Dollar
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Strong End Markets – Construction & Manufacturing 
Total Construction Spending

Industrial Production: Manufacturing (NAICS)
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Strong End Markets – Automotive Sector 
Industrial Production: Durable Manufacturing: Motor Vehicles and Parts

Total Vehicle Sales
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U.S. Imports of Carbon and Alloy Steel Wire Rod** - Reduced
Annual 2015 – 2017 and Year-to-Date 2017 – 2018

Quantity in Short Tons, Value in U.S. Dollars, AUV in $/ton
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Effects on Financing Markets –
Institutional Term Loan and Bond Markets

• Institutional Term Loan and Bond Markets for Metals has been very weak:

– Term Loan and High Yield market has been shut down for all issuers – new and existing. 

– New issuance and HY activity for Metals has been closed since July 2018. 

• Factors affecting the Institutional Term Loan and High Yield Markets:

– Washington DC Policy Decision – Section 232, NAFTA, and general trade policy?  

– Recession on the Horizon??  Slowing growth worldwide – could result in lower wire prices:

• Slower growth globally would reduce the domestic US price for most wire products.

• US/China Trade deal; NAFTA; further tariffs on the horizon (i.e. autos from Europe?)  
No trade agreements may result in global recession

– Tight labor market:  low unemployment and growth resulting in wage inflation

– Interest rate environment:  Seven interest rate hikes (25 bps each) for 2018 and 
2017 – any expected in 2019?  Depends on growth factors / inflation / other
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Best Senior Debt Options in the Loan Market:

Commercial Banking –
Asset Based and Cash Flow (Pro-Rata) Bank Markets 
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Commercial Bank Financing - Best Options
ASSET-BASED FINANCING CASH FLOW (PRO-RATA) FINANCING

Market Pricing LIBOR plus 125 – 200 bps LIBOR plus 125 – 275 bps

Benefits & 
Considerations

- Lowest cost of debt capital - Leveraged 
Deals

- Lending on Asset Values 

- Lead with Revolver / Minimal Term

- Borrowing capacity not limited by banks’ 
leverage tolerance

- Simplified Covenant Structure – One 
Financial Covenant – fixed charge test

- Higher advance rates on assets (more 
capacity)

- Additional reporting requirements

- Lowest cost of capital - Unlevered 
Deals

- Lending on Cash Flows

- Lead with Term / Minimal Revolver

- Borrowing capacity limited by banks’ 
leverage tolerance

- Several Financial Covenants – total 
leverage and fixed charge covenants

- Borrowings tied to Cash Flow 
Leverage

- Minimal reporting requirements
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ABL VOLUME AND DEAL COUNT

ABL VOLUME AS A % OF LEVERAGED VOLUME
($ in billions) 

($ in billions)

(1)

US ABL ISSUANCE BY INDUSTRY (FY2018)

ABL Volume and Deal count is stable – year over year; pricing/spreads are down 

Issuers in a broad range of industries continue to access the ABL Market
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What Do Lenders/Financing Sources Review/Evaluate?

• Audited financials, Recent internal financial statements

• YTD financials compared to prior year

• YTD financials compared to projections

• Financial Projections, ongoing cash flow needs

• Ownership / Management Teams

• Product lines – how extensive and competitive

• Industry trends and performance

• Customer and vendor mix and strength of relationships

• Collateral reports (Accounts receivable, inventory, fixed assets)

• Other customary due diligence items
– Quality of Earnings Reports
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What Do Lenders/Financing Sources Inquire in Metals?

• Quality of Management  - Can management articulate / execute on vision; act quickly 

in market downturns; maintain multiple management voices in decision making; 

• Quality of Financial Performance and Generation of Cash

• Ownership and Ownership Support
- Will owners support their business in tight liquidity situations – contribute more equity in 

business; be prepared to provide personal guarantees, etc.

- Lenders/Financing Sources expect a partnership

• Quality of Inventory 

- Inventory turns and levels, tracking, systems – can they track inventory in-transit, public 

warehouses and own warehouses.

- Does Company perform an LCM analysis; can they move inventory in a downturn

• Vendor Relationships – Is customer paying bills on time?  l-t vendor relationships??

• Customer Relationships – Back-to-back sales; customer contracts; l-t relationships??

• Cash Management – tight controls in place / separation of duties
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Other Financing Options:

- Institutional Term Loan
- HY Bond Markets 
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METALS & MINING ACTIVITY
M&M HY DEAL COUNT AND VOLUME

SECONDARY MARKET PERFORMANCE
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High Yield Market Update

GLOBAL HIGH YIELD NEW ISSUE VOLUME
(US$ in billions)

1. Includes all priced non-US$ denominated debt domiciled in North America or Europe.

RECENT HIGH YIELD TRANSACTIONS

(1)US$ Non-US$

HIGH YIELD FUND FLOWS (MUTUAL FUNDS + ETFs)
(US$ in billions)
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2018: $35.3 Billion Outflow

2019 YTD: $3.5 Billion Inflow

Date Company (Issuer) Type Structure 
Size

($ mm) Fac 
Rating Industry
Primary

UoP Coupon Yield Lev.

31-Jan   Colfax Sr Notes 5NC2 $600.0 Ba2/BB+ Industrials - Capital 
Goods Acquisition 6.000% 6.000% 4.7x

31-Jan   Colfax Sr Notes 7NC3 $400.0 Ba2/BB+ Industrials - Capital 
Goods Acquisition 6.375% 6.375% 4.7x

30-Jan   Autodis Sr Sec FRN Callable €175.0 B3/B Industrials - Distribution Refinancing / GCP E+550 5.444% n.k.

30-Jan   Greif Inc Sr Notes 8NC3 $500.0 B1/BB- Industrials - Capital 
Goods

Acquisition / 
Refinancing 6.500% 6.500% 3.9x

30-Jan   Smurfit Kappa Add On Sr Notes 7NCL €400.0 Ba1/BB+ Industrials - Packaging Refinancing 2.875% 2.756% 2.9x

30-Jan   Stonegate Sr Sec FRN Callable £150.0 B2/B- FC&R - Leisure and 
Entertainment

Refinancing / 
Acquisition L+625 7.363% n.k.

30-Jan   TransDigm 1L Sr Sec Notes 7NC3 $3,800.0 Ba3/B+ Transportation - 
Aerospace Acquisition 6.250% 6.250% 7.5x

29-Jan   Studio City Sr Notes 5NC2 $600.0 B2/B+ Gaming & Leisure- 
Casinos and Gaming Refinancing / GCP 7.250% 7.250% 5.8x

24-Jan   Altice USA (CSC Holdings) Sr Notes 10NC5 $1,500.0 Ba2/BB- Telecom - Cable & 
Satellite Refinancing 6.500% 6.500% 5.5x

24-Jan   Lions Gate Entertainment Sr Notes 5NC2 $550.0 B2/B- Media - Leisure and 
Entertainment Refinancing / GCP 6.375% 6.375% 5.0x

23-Jan   Transocean (Transocean 
Poseidon Limited) 1L Sr Sec Notes 8NC3 $550.0 B1/B+ Energy - Drilling GCP 6.875% 7.026% n.k.
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REPRESENTATIVE HIGH YIELD INVESTORS REPRESENTATIVE INSTITUTIONAL T/L INVESTORS

BMO maintains close contact with key investors who are likely to 
invest in the proposed High Yield Notes or Term Loan B

Credit Positioning and Market Strategy: Potential Investors 
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- Mood of Financing Markets

- General Concerns in Metals Space
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General Mood in Financing Markets – For Metals

• Commercial Bank Markets – Asset Based and Cash Flow Lenders:

– Active and bullish on Metals space, due to good economic conditions, 
good overall end market metal demand, governmental support of 
domestic metals industries and tariffs supporting the domestic industry;

• Institutional Term Loan and Bond Markets:

– Markets for Metals remain quiet due to US/China trade war, other trade 
concerns, recessionary fears, cyclical nature of metals industry; rising 
debt levels, concerns of future imports and effect on market metal prices.

• Equity Markets:

– Markets for Metals remains quiet due to same issues as Term Loan/Bond 
Markets 
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Lender Concerns in Metals Space

• End Market Demand – End-market demand to slow in Construction and Auto? 

• Section 232 and Tariffs – short term benefit for domestic steel concerns – concerns 
when 232 tariffs are eliminated

• Elimination of Tariffs:  

– Pricing volatility may increase – metals prices would decline
– Steel imports may increase and accelerate domestic price declines
– Inventory values may deteriorate and asset values depreciate

– Domestic earnings may decline – supply and demand factors
– Company expansions may slowdown
– Company leverage and defaults may increase

• Interest Rate Changes – will rates begin to rise again and affect Company cash flows

• Volatility in Pricing / World Markets – The effect of volatility in pricing / world markets 
may have on corporate profitability and ability to repay debt;  Effects on Inventory 
valuations and LCM

• Governmental changes / World Events 



26

- CONCLUSIONS
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Conclusions - Financing & Lending Markets

• Is it a good time to be a Borrower in this Market and Why?

– Yes if you are a Commercial Bank Borrower and can service your debt and 
manage your working capital well

– No if you are seeking to tap Institutional Term Loan, HY or Equity Markets

• Does it matter where you borrow your capital?  Banks vs. Other ?

– Yes there can be big differences between markets depending on size of 
company; company performance; market conditions; lots of differences in 
terms and conditions between markets

• Are there differences for Lenders in evaluating Small/Middle Market Companies 
vs. Large Cap Companies – What do Lenders Review/Evaluate?

– Yes there can be big differences b/w small/middle vs. large cap companies
– Lenders focus on asset and cash flows of Borrowers; and for large caps, 

general industry and market trends

• What is the mood of the Financing Markets today?  
- Commercial Banks are actively lending, but cautious due to volatility
- Institutional Term Loan / HY Markets are “on the sidelines”
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Biography
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Andrew Pappas
Managing Director

Head of ABL Metals – BMO Harris Bank N.A.
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THANK YOU!
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Disclaimer
These materials are confidential and proprietary to, and may not be reproduced, disseminated or referred to, in whole or in part without the prior consent
of BMO Capital Markets (“BMO”). These materials have been prepared exclusively for the BMO client or potential client to which such materials are
delivered and may not be used for any purpose other than as authorized in writing by BMO. BMO assumes no responsibility for verification of the
information in these materials, and no representation or warranty is made as to the accuracy or completeness of such information. BMO assumes no
obligation to correct or update these materials. These materials do not contain all information that may be required to evaluate, and do not constitute a
recommendation with respect to, any transaction or matter. Any recipient of these materials should conduct its own independent analysis of the matters
referred to herein.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank N.A.
(member FDIC), Bank of Montreal Ireland p.l.c, and Bank of Montreal (China) Co. Ltd and the institutional broker dealer businesses of BMO Capital
Markets Corp. (Member SIPC) in the U.S., BMO Nesbitt Burns Inc. (Member Investment Industry Regulatory Organization of Canada and Member
Canadian Investor Protection Fund) in Canada and Asia and BMO Capital Markets Limited (authorised and regulated by the Financial Conduct
Authority) in Europe and Australia. “Nesbitt Burns” is a registered trademark of BMO Nesbitt Burns Inc., used under license. “BMO Capital Markets” is a
trademark of Bank of Montreal, used under license. “BMO (M-Bar roundel symbol)” is a registered trademark of Bank of Montreal, used under license.

® Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.

™ Trademark of Bank of Montreal in the United States and Canada.

BMO does not provide tax or legal advice. Any discussion of tax matters in these materials (i) is not intended to be used, and cannot be used or relied
upon, for the purposes of avoiding any tax penalties and (ii) may have been written in connection with the “promotion or marketing” of the transaction or
matter described herein. Accordingly, the recipient should seek advice based on its particular circumstances from an independent tax advisor.

All values in this document are in US$ unless otherwise specified
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