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U.S. Corporates Tap Revolvers as Coronavirus 
Raises Focus on Liquidity 
Revolver Use Alone Not a Credit Negative, but Extra Debt Ups Pandemic’s Effect on Leverage 

 

 

 

U.S. corporates across nearly every industry and rating category 
are tapping revolving credit facilities to build cash due to the 
economic contraction caused by the coronavirus pandemic and 
resulting focus on liquidity. High revolver utilization is not 
necessarily a credit negative during a crisis, as companies seek to 
hoard cash during periods of high uncertainty. During non-crisis 
times, however, a full draw on a revolver could be a signal that a 
company is contemplating a bankruptcy filing.  

The recent surge of revolver activity indicates that the market is 
functioning properly, unlike during the 2008 global financial crisis 
when stress at financial institutions sometimes resulted in 
questionable access to revolver availability. 

That said, the drawdown would compound the negative effect of 
the pandemic on leverage if cash is depleted and there is a 
reasonable expectation that the incremental debt will remain 
outstanding for a prolonged period. This could occur under Fitch’s 
downside coronavirus scenario.  

U.S. Corporate Revolver Utilization 
In order to gauge the extent of revolver utilization, Fitch has tracked 
activity of 350 U.S. and Canadian corporate issuers since late 
February, documenting the amount, type of draw, size of facility and 
company commentary regarding use of proceeds where available. 
The data set includes investment- and non-investment-grade issuers 
who have reported revolver draws YTD for the purpose of increasing 
liquidity during the pandemic. Nearly 70% of activity occurred during 
the last three weeks of March, a period that corresponded with an 
increasing number of U.S. states implementing shelter-in-place 
orders.  

In aggregate, our sample indicates that U.S. corporate issuers have 
drawn approximately $190 billion of cash. Based on our review of 
company filings, revolving credit line commitments for these 
companies totaled approximately $280 billion. Nearly 40% of the 
companies drew down the remaining availability on revolvers. For 
some high-yield companies, availability was reduced by borrowing 
base adjustments reflecting reduced receivables amidst government-
mandated lockdowns.  

Most companies’ indicated actions were to increase liquidity due to 
coronavirus. Some investment-grade companies tapped revolvers to 
repay maturing commercial paper (CP) due to dislocation in the CP 
market last month.  

Sector and Issuer Highlights  

Retail, gaming lodging & leisure, REITs, technology and consumer 
were the five most active sectors, which together represented 53% of 
the companies in our analysis. However, the top five sectors in terms 
of amount drawn down were auto and related ($39 billion), retail  
($26 billion), gaming lodging & leisure ($27 billion), REITs ($17 billion) 
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and technology ($18 billion). Together, these sectors represented 
$124 billion of drawings or approximately two-thirds of our sample.  

Companies across the rating spectrum drew on revolvers. Among 
Fitch-rated issuers, the highest percentage was in the ‘B’ category. In 
total, issuers with Issuer Default Ratings (IDRs) of ‘B+’, ‘B’ and ‘B–’ 
represented 38% of tracked issuers. The lowest activity was by 
companies rated in the ‘A’ category, at approximately 2% of our 
sample. 

 

 

Fitch’s Assessment of Liquidity 
Fitch’s assessment of an issuer’s liquidity position is expressed in the 
form of a liquidity score, which takes into consideration: (i) beginning 
cash balance plus (ii) FCF after M&A plus revolving credit availability 
divided by debt maturities. We do not expect the drawdowns to yield 
a sustained and meaningful improvement in liquidity as a draw on the 
revolver would simply move amounts from one component of overall 
liquidity to another.  

FCF and the rate of cash burn is a bigger determinant of ongoing 
liquidity but issuers are assessed on a case by case basis. Liquidity for 
investment-grade U.S. corporate entities generally remains sound, at 
least over the near term. However, risk is rising for low speculative-
grade issuers, particularly those with near-term maturities and 
obstructed market access, due to less financial flexibility.  

For instance, the ability of movie theaters to weather the financial 
effects of pandemic-related closures and the likelihood of ongoing 
concerns over public health and safety post-coronavirus and its 
effect on attendance levels are significant risks with sector defaults 
expected to rise. Fitch expects leisure/entertainment to see defaults 
of nearly 40% of its current universe by year-end 2021.  

AMC Entertainment is the weakest positioned in the industry due to 
high leverage and limited liquidity to support run-rate operating 
losses and cash interest payments, which totaled $285 million in 
fiscal 2019. AMC had $265 million of cash in December 2019 and 
drew down the $215 million available on its U.S. revolver and 
GBP89.2 million on its Odeon facility in March. AMC is exploring a 
potential Chapter 11 filing, per media reports. 

 

No MAC-Related Obstruction of Revolver Access 

If there are concerns an issuer might not be able to access funding 
due to an inability to meet the conditions precedent to drawing, 
particularly given the extent of the pandemic, cash might be a more 
reliable liquidity source. Historically, lenders have been reluctant to 
assert a material adverse change clause (MAC) as a reason to bar 
access to the revolver and the severe economic contraction brought 
on by the coronavirus pandemic has so far not been cited as a MAC.  

Bonavista Energy is one of few known examples where an issuer 
attempted to draw down on its revolver, reported to use the 
proceeds to address debt maturities, and the request was originally 
declined, though the reasons for doing so were not disclosed. In this 
case, Bonavista Energy was eventually able to use capacity under the 
facility due to relevant conditions precedent being waived. However, 
whether the syndicate’s denial was the result of lenders’ view that 
issuer was not able to bring down reps and warranties (including 
absence of MAC) or if the issuer failed to meet another condition 
precedent to drawing is uncertain.  

Risk could emerge for U.S. corporations with maturing revolving lines 
of credit due to uncertainty regarding lenders willingness to renew 
agreements. Certain actions by The Federal Reserve, such as 
elimination of bank reserve requirements, should support lenders’ 
ability to support corporate customers during the pandemic. 
Generally, financial institutions are also better positioned during the 
pandemic than during the 2007–2008 financial crisis. 

Still, many national banks noted increased loss reserves on 
anticipation of higher defaults on 1Q20 earnings calls. We expect the 
market’s focus on liquidity and other actions issuers take to preserve 
cash, including suspension of share buybacks, dividend cuts and 
expense reductions to remain heightened. 

Baseline and Downside Coronavirus Scenarios 
Fitch has a common set of coronavirus baseline and downside-
scenario parameters that analysts are using to evaluate the impact of 
the coronavirus pandemic. Core assumptions for the baseline 
scenario include a two- to three-month lockdown in key economies 
with a five- to six-week period of peak movement restrictions. The 
cumulative U.S. corporate high-yield and leveraged-loan default rates 
would be 12%–15%, with sustained spread widening and volatile 
capital-market conditions resulting in market-access challenges. 

Fitch's downside scenario assumes a hypothetical re-emergence of 
infection in major economies that prolongs the health crisis and 
confidence shock. Cumulative U.S. corporate high-yield and 
leveraged-loan default rates would be higher than in the baseline 
scenario at 17%–25% with a prolonged downturn in financial 
markets and sustained difficulty in funding conditions.  

Fitch’s downside coronavirus scenario would further escalate 
liquidity risk, given the potential inability for some companies to 
access capital markets and tighter credit.  

Coronavirus-Related Rating Actions 
After categorizing corporate issuers into three broad categories 
based on level of credit risk due to the crisis, Fitch has taken over 150 
coronavirus-driven corporate rating actions since March. More than 
half of these actions were in the U.S. For more information see 
Corporate Ratings: Coronavirus Response So Far (April 2020).  
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IDRs are determined on the basis of a variety of factors, including 
projections for leverage and financial flexibility, which considers 
issuers’ liquidity, over the rating horizon. Moreover, revolver 
utilization is not necessarily negative from a credit perspective as 
Fitch’s Recovery Analysis criteria already incorporates an 
assumption that revolvers are fully drawn if a company is in distress. 

Recent rating actions were due to Fitch’s revised view on the longer-
term leverage profiles in the wake of the pandemic and included 
Outlook revisions to Negative and single- or multiple-notch 
downgrades. Considerations entailed whether the leverage profiles 
exceeded downgrade sensitivities and issuers’ abilities to deleverage, 
given an assumed runway to recovery, over the rating horizon.   

 

 

In Fitch’s analysis of 350 issuers drawing on revolvers: 

• Cash drawings totalled approximately $190 billion. 

• Total revolver commitment across issuers is $280 billion. 

• Several companies drew multiple times or via multiple 
subsidiaries bringing the total number of draws to near 400. 

• Nearly 40% of companies drew all remaining availability. 

• Approximately 70% of the drawings were between March 
10 and March 31. 

• Top five sectors, based on amount drawn, include auto/auto 
related, gaming leisure & lodging, retail, REITs and 
technology.  

• Top five sectors represented $124 billion or approximately 
two-thirds of total drawings. 
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