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“It is a schizophrenic market in that sponsors are both not 
seeing the type of exit valuations that they would like but 
at the same time saying that everything is too expensive. 
It is a funny disconnect there,” Flynn said. “So you are 
seeing people pursuing refi nancings and recaps and 
taking advantage of a more competitive credit market.”

Lenders entered the year with lower targets with the 
expectation that it would be a slow quarter, said some 
survey respondents. “If you had a quarterly target for 
Q1 ‘13, I can guarantee it was hard to hit,” Burgess said. 
Thomson Reuters LPC reported in its Q1 ’13 Middle 
Market Outlook that 80 percent of bank and non-bank 
respondents did not meet their lending goals in the 
quarter. “Lenders are pretty aggressive because they 
are not generating the volume and fees from new deals,” 
offered Steve Robinson, a managing director at GE 
Antares Capital. “They are going through their portfolios, 
and they may not necessarily be the agent, talking to the 
sponsor about trying to lead a reprice or a recap. We 

have seen a lot of that.”
 
“It is sort of a war out there right now on 
the senior debt side. You have lenders that 
are very aggressive, pitching refi nancings 
and recaps to our sponsors for our existing 
portfolio accounts,” remarked Chris Williams, 
co-founder and senior managing director 
at Madison Capital Funding. “Commercial 
banks, for anything that doesn’t fall into their 
highly levered transaction basket (under 4x 
leverage), are very aggressive on pricing. 
They are going to private equity sponsors 
and pitching refi nancings at much lower 
rates. It is very much get out in front of your 
sponsors to see what you can do to protect 
your portfolio.” “That is keeping everyone 
on their toes, forcing them to look closely at 
their portfolios and make sure they are close 
enough to the company and to the sponsor 
so they don’t lose that valuable asset to a 
competitor,” added Jeff Wells, a director 
at ORIX Leveraged Finance. “There was a 
lot of competition on refi nancings, and we 
expect that to continue this year.” “That is 
concerning given where we are in the loan 
markets,” added Scott Parsons, a senior vice 
president and director in BMO Harris Bank’s 
Diversifi ed Industries Group, which provides 
fi nancing for lower middle market sponsored 
deals. “There are only so many repricings and 

Deal Flow
Highlights of Q1 ’13 underscore the malaise in the market 
that has left lenders hoping for a catalyst to spur more 
M&A activity:1 

• Sponsored loan volume declined 50 percent to $14.1 
billion 

• New money issuance dropped 62 percent quarter 
over quarter to $6.6 billion 

• LBO volume reached only $1.7 billion, the lowest level 
in 12 quarters

• Dividend activity slowed  in the quarter, reaching $2.6 
billion, following on a record $6.2 billion in Q4 ‘12 

A tale of two quarters
Lenders saw a very large drop off in volume in Q1 ‘13, in 
large part due to a pull forward of deal fl ow into 2012. A 
lot of that activity was spurred by the anticipated changes 
in tax regulation. With a dearth of M&A activity in the 
quarter, lending activity was dominated by opportunistic 
refi nancings and recapitalizations as 
lenders tried to create volume to put 
money to work. “It obviously is a very 
idiosyncratic market. Seasonal trends 
and larger trends specifi c to the current 
market, both in Q1 ‘13, resulted in a paucity 
of closed transactions and overall slowness 
in terms of pitch activity and earlier stage 
transactions,” commented Chris Flynn, a 
managing director at THL Credit Advisors. 
“The fact that there is both a slow quarterly 
closing pipeline as well as a weak forward-
looking pipeline has resulted in really 
aggressive terms in the fi rst quarter.” 

“You couldn’t ask for two different quarters, 
all driven by the tax changes,” observed 
Brent Burgess, the chief investment offi cer 
at Triangle Capital. “There is no product on 
the market so people are doing crazy things. 
It is whoever is the most desperate to get 
money out.” Burgess added, “Whatever was 
happening in Q4 ’12 was not a normal market. 
And whatever is happening in Q1 ’13 is not a 
normal market.” Peter Malekian, a managing 
director and co-head of Asset Management 
at MCG Capital Corporation commented, 
“There is a certain amount of capacity in the 
marketplace and when there are no deals 
that capacity either chases the best deals and 
pushes things to the limit or on the other side 
of the barbell, rationalizes to get deals done.” 

“Every day is a grind. You spend half your day protecting what you 

have and the other half seeing what you can get from someone else.” 

“We expect 
fi nancing 
sources to be 
very aggressive 
this year given 
the amount of 
capital to put to 
work. Thus, we 
believe we will 
see much higher 
leverage levels, 
signifi cantly 
lower pricing, 
and more 
aggressive 
structures.” 

          —Jeff Wells

ORIX Leveraged 
Finance

1 
Thomson Reuters GOLD SHEETS Middle Market, April 2013
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refi nancings you can do. There have been some situations 
where we are already repricing deals that were booked at 
the end of last year.” Steve Kuhn, a vice president at Fifth 
Third Bank Structured Finance added, “There is such a 
fi ght for assets that the senior debt landscape has become 
as competitive as I’ve seen it in quite a while.”

Mezzanine has been a recipient of aggressive senior 
behavior. “We have seen abnormally high recapitalization 
rates within our portfolio due to senior lenders being 
aggressive, especially in transactions where they have 
been the lead for more than a year,” offered Brian 
Schneider, a partner at Northstar Capital. “Most of the 
deal activity in the fi rst quarter was refi nancings where we 
were getting refi nanced out. A lot of them were done by 
banks,” added Bob Erwin, a managing director at Babson 
Capital. 

Rebuilding the M&A pipeline
Banker time and resources were spent on closing deals 
in Q4 ’12 so there was little rebuilding of 
the M&A pipeline, lenders say, contributing 
to what is expected to be a weak fi rst half 
in 2013. “Not only did deal fl ow get pulled 
into last year, bankers were occupied with 
closing those deals and not doing a lot of 
new pitches, nor were people looking for 
new pitches in Q4 ’12,” said a surveyed 
lender. 

March brought positive momentum, with 
several lenders speaking to an uptick in 
active M&A transactions in the pipeline. “The 
earlier stage transaction deal fl ow is picking 
up, so that is a positive sign,” said Chris 
Flynn at THL Credit Advisors. “The pipelines 
are fi lling again. It is going to shake out over 
the next two quarters, what is this market?” 
remarked Brent Burgess at Triangle 
Capital. “We’ve seen a signifi cant uptick in 
the number of active transactions in our 
pipeline, which is likely going to continue 
into the second half of the year. With more 
fl ow coming into the market, I suspect we 
will see some reverse pressure on margin 
compression,” added Robert Radway, chief 
executive offi cer at NXT Capital. 
Lenders say quality has been disappointing, 
which speaks to the higher volume of 

higher quality transactions that were completed in 2012 
as private equity sponsors and private business owners 
looked to take money off the table. “There are a lot of 
hungry lenders out there. Sponsors are picking through 
the deal fl ow,” commented Scott Parsons at BMO Harris 
Bank. “The deals of quality are getting bid up quite 
signifi cantly.” “Quality assets are more perceptible today 
than they typically have been in the past based on the 
light deal fl ow, and not surprisingly, are trading for what 
we would view to be a premium to a normalized market,” 
said Jeff Wells at ORIX Leveraged Finance. “Quality is 
bifurcated,” added Andy Steuerman, head of middle 
market lending at Golub Capital. “High quality deals are 
getting treated like they are royalty, and those that are 
not as attractive are getting declined straight out.” “The 
really nice deals are few and far between,” commented 
Steve Robinson at GE Antares Capital, “so there is a lot of 
interest from the sponsors on those deals, taking purchase 
prices up in quite a few cases.”

On Process
“Certainty of close is one of the most 
important factors for sellers. We may see 
some pressure on the types of conditionality 
contained in fi nancing commitment papers, 
with full due diligence expected to be 
completed by the time buyers submit a fi nal 
bid.” 
Karen DeCastro, Ares Capital Corporation

“Senior lenders have been very aggressive 
with initial indications on leverage. Sponsors 
have reacted by selecting mezzanine 
providers earlier to fi ll the gap to ensure 
they can hit the leverage target and have 
tended to bring the senior lenders down 
the diligence path further to ensure that the 
senior lender credit committees can provide 
assurance on closability at the higher 
leverage level.” 
Brian Schneider, Northstar Capital

“We are seeing the deal timeline extend and 
become longer. Sponsors are forced to pay 
a full price today and because of that high 
valuation, a lot of them are taking time to 
make sure the trends are there and that the 
diligence supports the full price that is being 
paid.”
Robert Radway, NXT Capital

“Quality is 
bifurcated. High 
quality deals are 
getting treated 
like they are 
royalty, and 
those that are 
not as attractive 
are getting 
declined straight 
out.” 

—Andy Steuerman
Golub Capital
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Deal counts and values reflect private equity buyout transaction activity only.

Source: PitchBook.

Share of the Middle Market - First Half 2012
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“Institutional investors are trying to fi nd avenues to 

access the middle market and have expressed interest 

in taking capital from their fi xed income portfolio and 

allocating some of that capital to private direct credit. I 

think the compression in yields at the larger end of the 

market is starting to drive interest to deploy capital in 

the market that we serve,” commented Rich Jander, 

a managing director at Maranon Capital. “While there 

is more interest, it is still a new asset class so they are 

somewhat tentative. We’ll see if enough capital moves 

into the market to change the supply demand dynamics.”

“There is a ton of liquidity out there. Timing of the year 

makes a big difference,” added Chris Williams at Madison 

Capital Funding. “It is early in the year so lenders have 

big budgets that they are trying to jump out on top of. 

With the fact that there is not much volume, it is hard 

for me to imagine a deal not getting fi nanced. And if it is 

not, then it has to have some severe credit 

issues.” “All market segments have some 

level of liquidity,” offered Scott Carpenter, 

a managing director at Crescent Direct 

Lending. “Any type of borrower should be 

able to fi nd fi nancing in this market at a 

price.”

“There continues to be a tremendous amount 

of capital. The Fed will continue to provide 

more liquidity as long as the economy 

is still sluggish and unemployment rates 

remain stagnant. That liquidity continues to 

fi nd ways to seek yield,” remarked Preston 

Walsh, a partner at PNC Mezzanine. “There 

will continue to be pressure on returns in 

every asset class. With so much supply and 

the lack of demand for new loans, there is 

a risk that lendng will become increasingly 

undisciplined.”

Banks
Survey responses were mixed when asked 

how banks are responding to the new 

Leveraged Lending Guidance. Some lenders 

said banks are pulling back because of the 

guidelines and becoming more conservative. 

Others said banks have more of a wait and 

Capacity
In every segment there is adequate liquidity at the right 

price, lenders say. “There has been a great deal of liquidity 

that has come back into the middle market. The traditional 

providers are there but now you also see a number of 

newly formed institutional loan funds and CLO players 

participate in the market,” commented Robert Radway at 

NXT Capital. “There just seems to be a continuing increase 

in either the number of organizations or amount of dollars 

or both chasing deals.”

CLO issuance topped $27 billion in Q1 ‘13 according to 

Thomson Reuters LPC, nearly a fi ve-fold increase from 

$5.8 billion at this time last year, and include several new 

middle market CLOs from established players Madison 

Capital Funding, NXT Capital, and Golub Capital. “CLOs 

are actively trying to fi ll their investment vehicles, which 

has resulted in the large market and even a push down 

in the middle market, more deals oversubscribed, more 

pricing fl ex down, and leverage going up,” 

commented Mark Tauber, a managing 

director at CapitalSource. BDCs continued 

bringing more capital into the space and 

saw new platforms launched, including 

Whitehorse Finance (H.I.G. WhiteHorse), 

Monroe Capital, and Garrison Capital.  

“You just have so much liquidity coming 

into the market, and investors are all 

looking for places to put it,” offered Scott 

Reeds, a managing director at RBS Citizens. 

“We’ve seen some of the institutional funds 

dipping down, even in unrated middle 

market deals, call it a $150 or $200 million 

fi nancing, putting in $15 or $20 million 

tickets. We didn’t see as much of that 

activity last year.” Reeds continued, “What 

we saw was a lot of demand for very few 

deals. It just drove a series of opportunistic 

refi nancings particularly in the institutional 

market, but we also saw it with fi nance 

companies and banks—refi nancings, 

dividend add-ons, and other opportunistic 

transactions. If you were to have a new 

money or acquisition LBO loan, there was 

almost insatiable demand for it.”

“What we saw 
was a lot of 
demand for very 
few deals. If you 
were to have a 
new money or 
acquisition LBO 
loan, there was 
almost insatiable 
demand for it.” 

       —Scott Reeds

RBS Citizens
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see mindset, observing incumbent banks aggressively 

pursuing leveraged transactions to protect and grow 

assets and others that are pushing leverage, citing all 

senior structures going to 4.25x in 

Q1 ‘13. 

“We are seeing more banks say they are getting into 

leveraged lending which is counterintuitive given all the 

regulatory pressure,” offered Scott Reeds at RBS Citizens. 

“Banks are hungry to protect customers and market 

share,” added Mark Tauber at CapitalSource. “We are 

seeing a lot of the banks showing up in the smaller deals.”

“We are seeing a local or a regional bank on almost 

every deal,” commented Steve Kuhn at Fifth Third Bank 

Structured Finance. “These are banks that historically were 

not cash fl ow lenders but now are interested in providing 

senior debt for the buyout.” Kuhn added, “Incumbent 

banks that traditionally had not been strong cash fl ow 

lenders are stepping up to do cash fl ow loans to retain 

assets. In many situations, now the incumbent bank is 

invited to a bank meeting or asked what their appetite 

to stay in a transaction might be. We have seen that 

with increasing frequency, particularly over the last two 

quarters.”

Some lenders see the new guidelines impacting the larger 

banks that play in the 5x/6x total leverage structures 

whereas others see smaller banks more affected. “To 

the extent the banks are getting more aggressive, I 

think the regulators are still going to be riding them 

hard. I think the advantage is still to the non-regulated 

lenders,” commented Brent Burgess at Triangle Capital. 

“Commercial banks will effectively be taxed on their 

leveraged loan portfolios which will drive up their cost 

of capital,” remarked Scott Parsons at BMO Harris Bank. 

“Smaller banks that don’t have a dedicated leveraged 

lending practice will have a diffi cult time justifying the 

additional costs of compliance, reporting, and systems put 

in place by the new regulations.” 

Banks will continue to be active for the right companies 

and capital structures, many surveyed lenders agreed. “As 

long as a transaction doesn’t fall into that highly levered 

transaction basket (leverage profi le 3x senior and 4x total), 

you are going to see a lot of commercial banks get really 

aggressive and go after it,” commented Chris Williams at 

Madison Capital Funding. “Once you start getting over 4x, 

you start to see the commercial banks backing away.” 

In June 2012, Crescent Capital Group LP launched a new 
investment strategy focused on lending to private U.S. lower 
middle market companies, with a sponsor backed emphasis. 
Crescent Direct Lending will provide senior secured, senior 
Term B, 2nd lien and senior unitranche loans to companies 
generating EBITDA of $5 to $25 million with a targeted 
loan size of $5 to $25 million. The Direct Lending team, led 
by John Bowman and Scott Carpenter, consists of former 
bankers from High Point Capital who have been investing 
together in the lower middle market since 2005.

Please provide your perspective on the opportunity in the 
lower middle market. 
There is segmentation in the marketplace, and there are 
many lenders that focus on different niches. We have 
supported lower middle market sponsor backed companies 
nationwide since 2005. Our experienced senior bankers 
deliver low amortization and tailored covenant structures 
that are valued by our clients. These clients seek fl exible 
senior debt facilities but lack the asset support required by 
traditional lower middle market focused commercial banks.

Banks are typically focusing their sponsor backed cash 
fl ow lending efforts on larger borrowers. When they lend to 
smaller companies they are gravitating toward structures 
that are asset covered. We have a national calling effort 
which encompasses roughly 500 lower middle market 
focused private equity fi rms, and of those, 150 from which 
we generate repeat and recurring deal fl ow.
 
 What we fi nd attractive about the lower middle market is 
you can differentiate through your origination capabilities 
and your underwriting and structuring experience. We 
have supported the lower middle market since 2005 and 
successfully managed a portfolio through the downturn 
with many lessons learned. New market entrants are more 
prevalent in the middle market where hedge funds and other 
opportunistic players have recently turned their focus to 
lending in search for current yield.  

What is your approach to credit in the the lower middle 
market?
We need to have a detailed understanding of each business 
we lend to versus taking a broader portfolio approach.  
These are smaller companies with unique credit risks that 
could include customer concentration, lack of a longer 
term fi nancial history, depth of management or succession 
issues, etc. That is why we typically like to align ourselves 
with a private equity fi rm or junior capital provider to help 
address some of the inherent relative weaknesses in smaller 
companies.

It is the ability to originate, underwrite, and manage these 
smaller credits that dictates success or failure.  

L E N D E R  N E W S

Scott Carpenter
Managing Director
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Capacity
Lower middle market
Liquidity is fl owing even to the lower middle market, said 

several participants in our survey. “In our market, I don’t 

see any shortage of capital whatsoever which is indicative 

in pricing. If there were a shortage of capital you wouldn’t 

see spreads just continually tighten and mezzanine pricing 

continue to compress,” offered Bob Erwin at Babson 

Capital. 

Some surveyed lenders hold that cash-fl ow based senior 

debt is still hard to come by for smaller deals. If there is a 

soft spot in the market, it is set near $7 million of EBITDA. 

Banks will often lend in those situations because there is 

asset coverage, but in other cases because they feel that 

they may know the company. Others see lenders making a 

push in the small deal market. “We see regional and local 

banks that are very aggressive in the lower middle market 

space,” observed Scott Parsons at BMO Harris Bank. “A lot 

of banks have veered into sponsor lending 

because there isn’t a lot of organic event 

driven activity from corporate borrowers. 

Some smaller banks have been ultra 

aggressive in trying to rebuild their C&I loan 

portfolios, which in some cases we can’t 

compete with.” 

In the competitive market, there is less 

differentiation on EBITDA size said many 

lenders in our survey. “There are so 

many people competing for deals, it is 

not like there are bright red lines drawn 

at size. Everything is blurred right now,” 

commented Chris Williams at Madison 

Capital Fundng. “If you are a sponsor with a 

$3 to $6 million EBITDA company, there are 

going to be a few lending options for you 

that will show strong interest,” remarked 

Tim Clifford, chief executive offi cer at 

Abacus Finance. “As the competition has 

increased both in the middle market and 

broadly syndicated markets, lenders have 

dipped into the lower middle market for 

more attractive risk and reward profi les 

(i.e., lower leverage and higher pricing).

“We are seeing sponsors moving down market and 

looking at smaller deals. We are seeing lenders that might 

not normally take a look at a smaller middle market deal 

supporting sponsors that have had success investing in 

that area,” offered Jeff Kilrea, a managing director at CIT 

Group. “It is a differentiator because it is an underserved 

area of the marketplace.”

Mezzanine
Mezzanine lenders are also fi nding it diffi cult to put 

money to work as competing senior stretch, unitranche, 

and second lien vie for share of the lending pie. “It is a 

lack of M&A fi nancing for them too,” said Scott Reeds 

at RBS Citizens. “And for sponsors that have delevered 

existing portfolio companies, the easy accretive trade 

is to take out the mezzanine with all senior. I think there 

is a lot of that going on.” Reeds added, “We have seen 

instances where the mezzanine lender has proactively 

pitched a dividend recap at aggressive 

leverage levels to put it in the sponsor’s ear 

so they didn’t get taken out in an all senior 

deal.” 

Mezzanine is seeing increased competition 

from senior lenders proposing higher senior 

stretch deals. “It is hand to hand combat 

on the senior side so lenders are hyper 

aggressive,” commented Chris Williams at 

Madison Capital Funding. “You are seeing a 

lot of stretch senior at 4x leverage at pricing 

on par with regular senior.” “Right now our 

biggest competitors are senior lenders that 

are willing to dip down all the way into 4x and 

in some cases 4x-plus senior/total leverage,” 

remarked Bob Erwin at Babson Capital. One 

lender illustrated the aggressive behavior of 

senior lenders through a recent deal that, over 

the span of two months, saw the expectation 

of senior leverage expand from 3.5x to 4.25x 

from banks. “It is a perfect picture of the fi rst 

quarter. Mezzanine providers everywhere are 

getting squeezed out. Will banks be going to 

4.25x all year? I don’t think so,” commented a 

mezzanine lender in our survey.

“There are so 
many people 
competing for 
deals, it is not 
like there are 
bright red lines 
drawn at size. 
Everything is 
blurred right 
now.” 

   —Chris Williams

Madison Capital 
Funding
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As the second lien and Term Loan B markets get more 

aggressive, mezzanine could get squeezed, lenders say, 

as you move above $10 to $20 million in EBITDA. “If you 

are a mezzanine lender that plays slightly larger, every 

investment bank is trying to pitch someone on a second 

lien,” added Andy Steuerman at Golub Capital. “It has 

been pretty hard for the mezzanine market, especially the 

larger funds.” Steuerman added, “Where the mezzanine 

market has to go is to take calculated bets in situations 

where they offer more leverage than one stop providers 

are proposing for really solid businesses. I think that works 

in the traditional middle market, but as you get larger, 

offering a 4x/6x against a second lien, I think mezzanine is 

losing.” 

Lenders say it comes down to sponsor preference. Some 

sponsors like patient mezzanine capital in a traditional 

three party structure. “I see unitranche in the less than $7 

million EBITDA market as a competitor. Those companies 

typically have stories, i.e., customer concentration, 

volatility, and leverage is lower,” observed 

Brian Schneider at Northstar Capital. 

“When we are pitching mezzanine we are 

not losing to second lien, we are losing to 

either another mezzanine fund or perhaps 

a unitranche structure,” remarked Rich 

Jander at Maranon Capital. “The idea that 

mezzanine is dead as a fi nancing tool is way 

oversold.” Jander added, “I don’t think senior 

leverage has gone up by a crazy amount. 

It is still a 3.5x to 3.75x market. Mezzanine 

will pick up from 4x to 4.25x and take you 

through 5.5x or 5.75x. Unitranche fi ts that 

spot in the middle and has a role to fi ll 

there. Unitranche is that 4x to 4.25x type 

of fi nancing product that has a valid niche.” 

“We thought unitranche was going to be 

transformative to our business,” offered 

Bob Erwin at Babson Capital. “We ended up 

having a record year in 2012 and only lost 

but a small handful of deals to unitranche.” 

Erwin added, “I think the senior lenders 

will be competing more against unitranche 

than will mezzanine. They are getting to 

leverage levels where the unitranche players 

compete.” 

 

Risk appetite is increasing
As lenders look to meet their budget goals, some are 

showing an increased willingness to expand into lower 

credit profi les in order to put more capital to work in an 

increasingly competitive environment. Driving the higher 

risk tolerance is thin deal fl ow, which has lowered the bar 

on asset selectivity.

“There are lenders that will underwrite to greater risks—it 

could be stroke of the pen regulatory risks, reimbursement 

risks on healthcare, technology, or exposure to near term 

government program funding. Lenders that underwrite 

to these credit profi les will get yield,” offered Scott 

Carpenter at Crescent Direct Lending. “There are lenders 

for all situations in this market.” “We are often seeing 

the more traditional lenders underwrite deals that would 

typically be more fi tting of our risk/return profi le but at a 

lower price and higher leverage,” observed Michael Jordan 

at H.I.G. WhiteHorse. “They are reaching because the 

market is so competitive.”

Commenting on competitive market 

conditions, Scott Reeds at RBS Citizens 

said, “If you want to put money to work 

and you need to meet your growth goals, 

you have to go outside of your comfort 

zone to do so.” Reeds added, “I think 

everybody has their apprehensions in a 

market that is so hot like this. You have to 

pick your spots, but in order to meet your 

budgets, you have to do it.”  

Market pressure is not limited to lenders. 

Equity groups are stretching just to look at 

deals, surveyed lenders say. “We are seeing 

more fl ushed out in the $5 to $10 million 

EBITDA segment,” commented Jeff Wells 

at ORIX Leveraged Finance. “Sponsors are 

taking a closer look at companies on which 

they might otherwise pass. They are not 

necessarily going out of their investment 

parameters, but they are spending more 

time on transactions that may have more 

inherent risk to them.” 

“People are shaking the bushes a little 

bit more,” remarked Mark Tauber at 

CapitalSource. “There are yield chasers 

that have to look at a broader number of 

“There are 
lenders for all 
situations in this 
market.” 

 —Scott Carpenter
Crescent Direct 

Lending
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They will blow most people out of the water from a 

pricing standpoint if the deal has modest leverage—

around 3x or less,” Radway indicated. “Traditional 

fi nance companies are staying disciplined around both 

the straight senior product and stretch or unitranche 

transactions. They are staying disciplined on terms 

but will compete on pricing to some degree. BDCs are 

aggressively pursuing the unitranche product and to a 

lesser degree the mezzanine product. They will be very 

aggressive on leverage but less so on pricing,” Radway 

added. 

“We are probably having more trouble in the larger 

market because of the froth in the liquid loan market and 

all the money that is being poured into the loan funds,” 

offered Andy Steuerman at Golub Capital. “We have a 

large balance sheet, a large hold size, and a solution tool 

kit. We have to be creative to play to those strengths 

every day.”

“We’re not seeing appropriate risk adjusted 

return deeper in the capital structure given 

the combination of increased leverage and 

lower pricing in today’s market. So we are, as 

a strategy, focused more on senior secured 

debt where we are fi nding better risk adjusted 

returns,” commented Karen DeCastro, a 

principal at Ares Capital Corporation. 

“Right now if you’re a mainstream lender, 

you’re a market taker,” commented Michael 

Jordan, a principal at H.I.G. WhiteHorse. “For 

the borrowers with a very straightforward 

quality story, it is an immensely competitive 

business. If you’re a traditional lender, you’re 

going to be squeezed for a quarter turn of 

leverage and 50 basis points of pricing at 

every opportunity. Jordan added, “Money 

is always a commodity but even more so in 

this market. Just showing up with a bunch of 

money these days doesn’t get you too far. We 

get more excited in a situation where we can 

add some real value beyond just capital.”

Capacity
riskier opportunities. There are others who are saying, I 

am going to hold tight to my credit guidelines and deal 

with lower yields in the short run.” “People are going to 

look at everything that comes across their desk, said Andy 

Steuerman at Golub Capital. “I wish I had the luxury to be 

picky.” 

Lenders are waiting on more M&A fi nancing to satiate 

demand. “Everyone is hoping that the malaise ends 

and there is a catalyst for more deals,” Steuerman said. 

“In general, you’re seeing an uptick in earlier stage 

transactions into the market which I think will have a 

cooling effect on competitiveness of transactions closing 

in that quarter,” observed Chris Flynn at THL Credit 

Advisors. “If you feel good that you have more visibility 

going forward in soon to close transactions you feel like 

your selection set is larger.” 

“As the market picks back up, you are 

going to see people start to apply greater 

discretion on what is a good deal and 

what is a marginal deal and begin to 

price accordingly,” added Rich Jander at 

Maranon Capital. “Right now everything is 

being priced as if it is a good deal.” 

Lenders are picking their spots
Lenders are pushing all the levers to 

put money to work, survey participants 

say, pursuing opportunistic transactions, 

increasing holds, and moving down 

market in search of assets. “It is extremely 

competitive for anything out there. It is 

a street fi ght,” offered Andy Steuerman 

at Golub Capital. “It becomes, are you a 

participant, are you on the sidelines, or are 

you changing your participation strategy. 

I think many lenders are working through 

those decisions.”

“You can break it down by provider type,” 

said Robert Radway at NXT Capital. 

“Banks will be aggressive on lower levered 

transactions, particularly in terms of pricing. 

“It is extremely 
competitive for 
anything out 
there. It is a 
street fi ght.” 

—Andy Steuerman

Golub Capital



Inside the Middle Market

12

Middle market businesses are continuing to grow. 

According to the 1Q 2013 Middle Market Indicator released 

by the National Center for the Middle Market, 63 percent 

of companies reported growth in gross revenue during 

the last 12 months. The survey encompasses 1,000 C-suite 

executives of companies with annual revenues between 

$10 million and $1 billion. The mean revenue growth 

rate fell to 5.8 percent, with most of the decline coming 

from the largest middle market companies. In 2013, 64 

percent of company respondents expect revenue to 

grow, albeit at a slightly lower average of 4.9 percent. 

Uncertainty over higher taxes and healthcare costs remain 

primary challenges, in addition to growing revenue and 

maintaining margins.  

Lenders concur that organic growth has been diffi cult 

to get in a lot of businesses. Steady and slow growth is 

mirrored in loan portfolios. Credit quality is good, said 

lenders surveyed. Companies are performing 

no better or worse than expected, which 

is indicative of a slow growth economy. 

They credit performance to company 

management and not to help from the 

economy. “We see a lot of companies that 

have performed, recovering to pre-recession 

levels, but there is a question as to where 

the growth is going to be achieved at 

this point in the economy,” offered Scott 

Carpenter at Crescent Direct Lending.  

“What you’ve seen over the past three 

years is modestly growing toplines but an 

aggressive management of gross margin 

and SG&A,” commented Robert Radway at 

NXT Capital. “For many borrowers, EBITDA 

has improved materially from the lows of 

2009. This improvement has been driven in 

part by revenue returning to pre-crisis levels 

but also by better gross margin and SG&A 

management.”  

Some industries are seeing outsized growth, 

with automotive and aerospace frequently 

cited, because they were the hardest hit 

during the downturn, and oil and gas, 

because of activity around developing 

shale plays. “Aerospace is seeing increased 

activity,” said Scott Reeds at RBS Citizens, “based on 

the view that the industry is at the front end of a real 

build cycle in the commercial aerospace sector.” General 

manufacturing has also shown positive trends, surveyed 

lenders said. “There is a lot of debate going on right now 

about a manufacturing renaissance in the United States,” 

remarked Brent Burgess at Triangle Capital. Driving 

that are cheaper energy costs in the U.S., Burgess said, 

and lower labor costs on a relative basis. Rising labor 

costs and the regulatory and political climate in China 

are also factors. “Count me cautiously optimistic on the 

manufacturing front. Anything that is labor intensive is not 

going to do well here. It has to be technology intensive.”  

“We are seeing a lot of activity in aerospace, value-added 

distribution, business services, and software. All seem 

to have decent growth profi les. I wouldn’t say any are 

extraordinary unless there is a one-off company that is 

in a unique niche,” Reeds said. “The GDP 

growers are continuing to fi nd ways to 

improve profi tability. A business with nice 

barriers to entry that is showing margin 

expansion and modest single digit growth 

is pretty attractive in today’s market.”

Industry 
Lenders remain open minded about 

industry and are casting a wider net in 

an effort to put money to work. Some 

are looking beyond their core industry 

verticals to uncover opportunities in the 

slow market. “We remain focused on 

credit quality, but we are looking at more 

industries,” remarked Mark Tauber at 

CapitalSource. “We are looking at a larger 

credit continuum of deals, in the broader 

market and middle market, and saying, 

is this a good credit story and does the 

structure make sense? We are looking at a 

lot more outside our core verticals.” “There 

are no industries in my mind that are off 

the table other than ones that might have 

some micro regulatory or legislative issues, 

like for-profi t postsecondary education. 

Government services and defense is not 

off limits, but it is certainly more diffi cult 

Company Performance

“A business with 
nice barriers 
to entry that is 
showing margin 
expansion and 
modest single 
digit growth is 
pretty attractive 
in today’s 
market.” 

       —Scott Reeds
RBS Citizens
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“I think most of those transactions are still taking place 

at a lower level and using different fi nancing techniques, 

probably more oriented toward ABL,” observed Rich 

Jander at Maranon Capital. “I don’t think cash fl ow 

lenders are running headlong into cyclical bets with deep 

leverage numbers.”

Lenders speak to seeing increased deal fl ow in 

automotive and building products, which is refl ective of 

the underlying fundamentals emerging in those industries. 

“People feel more confi dent that the improvement is 

sustainable and performance over the next three to fi ve 

years can be projected with some degree of certainty. 

Because of that, they are more willing to either put 

equity dollars to work in those sectors or lend into them,” 

Radway said. 

“We are seeing more deal fl ow in automotive,” offered 

Jeff Wells at ORIX Leveraged Finance. 

“Companies that have auto exposure have 

shown solid performance over the last three 

to four years. For the most part, any type of 

supplier or manufacturer to the auto sector 

has shown signifi cant improvement since the 

downturn. We are, however, very conscious 

that sustainability may not be there.” 

“We recognize some positive trends in the 

building products industry,” commented 

Michael Jordan at H.I.G. WhiteHorse. “We 

think the housing recovery will continue to 

improve, but it is clearly geographic specifi c. 

We tend to look at national providers 

where you can diversify your risk and your 

real estate exposure.” Jordan added, “We 

think there are some real tailwinds that will 

continue to prop up suppliers on both the 

commercial and the residential side.” “We’ve 

categorically increased our diligence process 

within the building products space knowing 

more companies would be coming to market 

given the increased stabilization in that 

industry,” added Wells.  

Company Performance
to underwrite projections in that market just given the 

sequestration.” “We have a concern over companies that 

depend on government spend, whether at the federal 

or at the state level, with healthcare obviously being 

in the forefront,” said Robert Radway at NXT Capital. 

“Companies that depend on either Medicare or Medicaid 

reimbursement continue to be diffi cult to fi nance as 

cash fl ow transactions. At the same time, the healthcare 

industry is extremely dynamic and is generating a great 

deal of sponsor interest. There are pockets of healthcare 

that are very attractive areas for cash fl ow lenders. We 

have a dedicated healthcare team and continue to be very 

active.”  

Cyclicals

Lenders remain cautious on cyclicals. The bar is higher 

but appetite remains healthy. “We will play in cyclicals, 

but there is a higher level of scrutiny,” remarked Andy 

Steuerman at Golub Capital. “We try to 

look at how a company performed during 

the last downturn, levers used to withstand 

economic pressures, and if those levers are 

still available.” Scott Carpenter at Crescent 

Direct Lending added, “We will selectively 

participate in cyclical credits as long as 

the structure is right. The good news on 

cyclicals is we can generally look back to 

our experience and see how it performed. 

For the most part, you can underwrite 

to some cyclical credits because you’ve 

seen the movie so to speak.” “Lenders are 

looking at cyclical plays where they think 

the dynamics of the industry are on the 

improve. I think opportunistic lenders are 

playing in that because they can probably 

get paid a slight premium above just the 

“vanilla” deals,” commented Mark Tauber at 

CapitalSource. “People have been lending 

to cyclicals for a while now,” offered Scott 

Reeds at RBS Citizens. “You are even 

starting to see leverage come up slightly.” 

“We are really 
seeing the 
growth in tech 
enabled business 
services.” 

       —RIch Jander

Maranon Capital
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Business Services

“We are really seeing the growth in tech enabled business 

services, whereas if you look back a few years ago a lot 

of the activity was taking place in healthcare services. I 

think that has largely played out, particularly as companies 

adjust to the new reality of Obamacare,” offered Rich 

Jander at Maranon Capital. Scott Reeds at RBS Citizens 

added, “Certain business services companies are 

outstripping GDP growth as the continued pressure to cut 

costs and outsource noncore functions continues, which 

would include healthcare or other tech enabled businesses 

or business process outsourcing companies.” “In 2012, 

Abacus Finance, which focuses on the lower-middle 

market, looked at over 500 unique opportunities. Roughly 

one third of the deal fl ow was in business services, and 

the majority of those had a technology-enabled aspect 

to their business model. In total, almost half of that deal 

fl ow was from technology or software related businesses,” 

commented Tim Clifford at Abacus. “When you put it all 

together, these sectors are becoming a more meaningful 

industry focus for our sponsor clients.” 

Energy

Energy is seeing a signifi cant infl ux of activity, survey 

participants said. “I am certainly a big believer in the 

energy revolution,” commented Brent Burgess at Triangle 

Capital. “There is a lot of activity right now in the energy 

space. However, it is a market that is hard for a lot of 

lenders to participate in. Many of the companies have 

shown rapid growth, but it is diffi cult to fi gure out how 

sustainable that growth is. Industry veterans understand 

how cyclical and volatile those companies can be. 

Service businesses with revenues at least equally tied 

to production and drilling are very interesting to us. We 

also want to see diversifi cation by having a presence 

in multiple plays.” “We’ve seen a growing number of 

businesses that ar e capitalizing on the new oil and gas 

shale plays,” added Scott Reeds at RBS Citizens. “Those 

are tricky because they are cyclical businesses, but they 

have this industry tailwind behind them that makes it 

harder to predict how they’ll cycle the next time.” 
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generally speaking, it is diffi cult to fi nd anything that 

has sustainable growth over the past three years that 

isn’t a recession play.” Preston Walsh at PNC Mezzanine 

Capital added, “The cleaner companies are fetching the 

better multiples—the companies with a growth story that 

you have confi dence in underwriting.” Peter Malekian 

at MCG Capital Corporation, added, “We have seen and 

executed on a wide range—5.5x up through a high of just 

over 10x—dictated by business model, long-term organic 

growth rates, momentum, end markets, and granularity of 

customer base.”

Size defi nitely matters, most surveyed lenders agreed, 

underscoring earnings quality and EBITDA scale as a 

measure of quality. “At $10 million, the market really 

opens up because you have more liquidity from both 

a buying and lending perspective. Bidders are more 

aggressive,” commented Chris Williams at 

Madison Capital Funding. Scott Reeds at RBS 

Citizens added, “We have seen a few deals 

involving companies with EBITDA of $15 

to $20 million that had a nice niche, strong 

barriers, and recurring revenue getting traded 

for north of 10x.” “If you fi nd an exceptional 

recurring revenue business services company 

with $10 to $20 million of EBITDA, that 

is where you will see the current market 

liquidity come to play. Those businesses 

with exceptional quality will be able to drive 

the best terms and conditions and take 

advantage of liquidity in the marketplace,” 

said Scott Carpenter at Crescent Direct 

Lending.

Company quality, niche, and growth 

prospects count more than size, said some 

surveyed lenders, saying the small company 

discount is shrinking in this environment. 

“Generally speaking, the market is assigning 

less of a discount on the smaller businesses,” 

commented Bob Erwin at Babson Capital. “If 

the market is hanging on to any discipline, it is 

the business model itself.”

Valuation
Quality companies are garnering healthy valuations. In a 

market where there is no shortage of interested buyers 

and lenders, scarce deal fl ow is driving a feeding frenzy 

and pushing up multiples. “It is a great time to be a seller. 

You’re going to get a better valuation today than you did 

in all of 2012 because there were so many companies in 

the market,” commented Jeff Wells at ORIX Leveraged  

Finance. “Because there is such a dearth of product, you 

are going to command more time and attention, and for 

the right transaction, a buyer is going to pay a multiple 

that will be higher than in a normalized environment 

just to get that deal in the books. Maybe you missed out 

on deals last year and want to put money to work, and 

because there are so many fi nancing sources, the cost of 

capital is going to be lower so you can afford to pay a half 

to a full turn higher in purchase price.” 

While there have been fewer data points 

in the slower M&A market, lenders shared 

observations on valuation trends in the 

marketplace:

Flight to quality is still present, with one 

lender using the barbell reference. Certain 

high quality deals with above average 

growth and margins, defi ned as revenue 

and EBITDA growth typically in excess 

of 10 percent and EBITDA margins in 

the mid- to high-teens, are going on the 

side of the barbell that is 7.5x to 8x or 

more. On the other side of the barbell 

the purchase multiples are lower, 5.5x or 

less, due to unique credit characteristics 

that warrant a lower valuation. There 

are few opportunities in the middle. “If 

the company has EBITDA of $7 million 

or more and it is growing, the bid has 

to be at least 7x. In those situations, the 

bid is often 7.5x to 8x or north of that,” 

observed Brian Schneider at Northstar 

Capital. Schneider added, “Companies 

that are fetching the higher multiples 

have those growth characteristics, but 

“The cleaner 
companies 
are fetching 
the better 
multiples—the 
companies with 
a growth story 
that you have 
confi dence in 
underwriting.” 

  —Preston Walsh

PNC Mezzanine 
Capital
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Industry 
High quality companies with strong defensible market 

positions, good free cash fl ow, and growth characteristics 

are getting done in the high single digit to low double 

digit range. “Strong, non-cyclical sectors and defensive 

industries tend to garner those higher multiples, offered 

Karen DeCastro at Ares Capital Corporation. “The more 

cyclical names, while they may be more in favor now 

because you have seen several quarters of good growth, 

I would say are more active but may not garner the 

same valuation multiples given the cyclical nature of the 

industries, with multiples more in the 7x to 8.5x range.”  

“Tech enabled businesses may trade for 8x to 10x, maybe 

even higher,” offered Rich Jander at Maranon Capital. 

“Technology companies are fetching double digit multiples 

in certain situations, some paid by large funds moving 

down market to get deals done,” offered Peter Malekian 

at MCG Capital Corporation. “For really special assets, 

sponsors are assigning a multiple typically paid in the 

higher end of the market,” Malekian added.

“Certain areas within healthcare have seen some pretty 

aggressive multiples,” offered Brent Burgess at Triangle 

Capital, citing healthcare IT, equipment, and test products 

as attractive niches, “…anything with a big consumable 

component.” Burgess added, “Multiples on companies 

in the oil sector are lower because of the cyclicality. 

The concern there is whether drilling activity is going to 

continue at the same pace. You can see some companies 

with tremendous margins sell at 6x to 7x multiples.” 

Concerns that valuation expectations could stand in the 

way of more robust M&A activity may be overstated. “The 

valuation gap that was talked about in 2010 and 2011 has 

closed substantially,” remarked Rich Jander at Maranon 

Capital. “Is there more certainty, perhaps not, but there is 

at least more urgency,” said Jander, fueled by the need to 

deploy to capital in a thin M&A market. “Buyers are willing 

to make the bet and close that gap with the seller. Sellers 

now have a couple good years under their belts. They are 

not forcing buyers to make such a leap in terms of looking 

at their businesses.”

“Valuation multiples are full,” remarked Robert Radway 

at NXT Capital. “Today you are seeing companies that in 

2010 sold at a 7x or 8x EBITDA multiple being acquired at 

9x or 10x.  So you are seeing a sizeable multiple expansion 

occur.” Factors driving the increase include motivation to 

put dollars to work, given substantial dry powder held by 

sponsor fi rms, and lower return expectations, a function of 

a sustained low interest rate environment. “It is the parallel 

of lending spreads tightening and leverage going up. The 

pressure is no different,” added Andy Steuerman at Golub 

Capital. “You are a fund and have a certain investment 

period left. And you have to put out your money. There 

is a property that you fi nally like. You are going to try to 

win. This goes to the froth in the market.”  Steuerman 

continued, “For companies that can demonstrate real 

organic growth or bring a unique platform, it is not 

uncommon to consistently see valuations as high as 9x or 

10x. There is defi nitely multiple expansion built into the 

market conditions right now.” “There is a greater degree 

of comfort with company performance,” Radway added. 

“We have been out of the recession for two years now, 

and performance has improved. Sponsors and lenders 

alike appear not to be particularly concerned about the 

downside. Because of that, confi dence is there to support 

both aggressive valuations and full leverage.” 

Source: Standard & Poors LCD.*NOTE:  Data not reported due to limited number of observations for period.

Purchase Price Multiples in Middle Market LBO Transactions 

EBITDA Valuation Multiples by Transaction Size

NA*

NA*NA* NA*

NA*
NA*

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

<$250 million 5.9x 5.8x 6.4x 6.8x 7.5x 7.2x 8.3x 6.5x 6.6x 6.3x

$250-$499 million 6.3x 6.8x 6.7x 6.9x 8.0x 8.1x 8.5x 8.2x 8.0x 8.0x 7.4x

$500 million+ 6.4x 6.7x 6.9x 7.5x 8.4x 8.5x 9.9x 9.4x 7.5x 8.5x 9.1x 8.7x

4.0x

5.0x

6.0x

7.0x

8.0x

9.0x

10.0x

11.0x
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Déjà vu? 
Lenders refer to the current market as “frothy,” drawing 

similarities to behaviors we saw in 2007. “There is a lot 

of speculation about whether we are in a credit bubble,” 

remarked Andy Steuerman at Golub Capital. “Leverage 

is high. Terms are, at least looking to the larger market 

as a bellwether, becoming weaker. The velocity of things 

getting done is just accelerating. The only good news 

is that I don’t think there has been as infl ated a level of 

EBITDA.”

“Markets have gotten extraordinarily aggressive. It feels 

like we are seeing levels close to where we saw at the 

peak of the market in 2006/2007,” added Karen DeCastro 

at Ares Capital Corporation. “Because of the increased 

liquidity and the lack of supply in the market, there is this 

very signifi cant technical imbalance within the market. 

Investors have a much greater risk appetite, 

and it is driving leverage levels higher. 

People are willing to take that incremental 

risk and incremental leverage. They are also 

accepting looser structural terms, and we 

are seeing covenant-lite deals creep back 

into the upper middle market.”

“It feels a lot like 2006/2007, certainly 

toward the upper end of the middle market 

and clearly in terms of broadly syndicated 

loans ($50 million + of EBITDA) whether 

in terms of  the amount of dollars chasing 

deals, covenant-lite type structures, or 

pricing,” said Robert Radway at NXT 

Capital. “In the middle market, you have 

fewer lead lenders participating and 

most are book and hold type players, so 

there is a degree of discipline that still is 

being exercised, particularly as it relates 

to structure and terms. In comparison 

to broadly syndication transactions, we 

haven’t seen the same aggressive behavior 

in the middle market—at least not yet.”   

Terms and Structure

“For the right situation, nothing is off limits.”

What was the biggest 
change you saw in the fi rst 
quarter?
“Everything is on the table. People are competing on 

leverage, price, hold level, and structural terms.” 

Scott Reeds, RBS Citizens

“Very quick change in pricing sentiment. Full leverage and in 

some cases, at least from our perspective, excess leverage 

being put on deals at pricing levels that are probably as 

attractive as they’ve been since the credit crisis.” 

Robert Radway, NXT Capital 

“Aggressive senior lenders. The senior lenders are very 

hungry to put capital out so they are being very aggressive 

with total leverage. They are offering more leverage than 

what the sponsors are willing to take.  That is 

usually not the case.” 

Brian Schneider, Northstar Capital 

“Reverse fl exing of pricing on syndicated 

deals that are in the market. That tells me that 

given there are so few names in the market, 

they tend to be oversubscribed so pricing 

gets pushed down.”

Jeff Kilrea, CIT Group

“The drop in pricing. Because of the dearth 

of deal fl ow, pricing decreased both on the 

traditional middle market deals and even 

more so on rated transactions where a lot of 

repricings took place. It is a good time to be a 

borrower.” 

Steve Robinson, GE Antares Capital 

“Compression in pricing and increased 

leverage multiples. In the broader market, 

you are seeing cash fl ow fi rst lien get done 

at around 3.5x, up from 3x. Second lien 

is getting done at 4.5x to 5x, up from 4x. 

Unitranche was gapping out at the higher end 

of the range, 4.75x to 5x. The frothiness in the 

market has leverage trending to that higher 

end of the range.” 

Chris Flynn, THL Credit Advisors

“The appetite 
for yield is 
exceptional. The 
dearth of quality 
opportunities 
has people 
searching for 
those right 
situations. So it 
just continues 
to drive yield 
down. But it is 
not only driving 
yield down, it 
is also leading 
to less lender 
friendly terms.” 

  —Michael Jordan

H.I.G. WhiteHorse
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Highlights:
Lenders speak to leverage creep and pricing 

compression across all segments of the 

market. 

Change in Q1 ’13:

• Senior debt and total debt multiple creep 

of a quarter to a half turn on both sides. 

“We saw a stair step up in leverage for 

the best companies of a half turn, where 

3.5x/5x has moved up to 4x/5.5x. For 

more cyclical or capital intensive credits, 

it may be a quarter turn of leverage,” said 

Scott Reeds at RBS Citizens. 

• Structures of 4.25x– 4.5x all senior

• Senior spreads have tightened 50 to 75 

basis points

• Libor fl oors have come in 25 basis points 

to 1.0 to 1.25 percent

• Lenders are eliminating fl oors to 

differentiate themselves from a 

competitive standpoint 

ABL

ABL continues to be very aggressive with 

spread pricing in the range of L+200-300 

and no Libor fl oor, with most getting done at 

L+200-250. Lenders are hearing price talk and 

some executions at L+175.

EBITDA below $10 million

The lower middle market is seeing leverage 

levels increase and pricing compress in the 

current environment. 

Finance companies

Senior leverage of 2.5x-3.5x and typically one 

turn of mezzanine for the generic company. 

High quality, defi ned as double-digit growth, 

revenue visibility, and EBITDA stability, can 

fetch another half to a full turn of leverage. 

For the very clean credits, lenders will go up 

to 4x senior.  It is not uncommon to see total 

leverage through sub debt of 4.5x/5x with 

EBITDA between $10 million and $25 million

EBITDA below $10 million

Survey of Capital Providers
Leverage Multiples (Debt to EBITDA)

Median Senior Debt:   3.5x
Median Total Debt:      5.0x

Source: BGL Research.
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mezzanine at 1x-1.5x. Examples of industries might include 

tech enabled business services, healthcare IT , information 

services, and data analytics. Spreads of L+475-525 with 

a 100 to 125 basis point fl oor.  Upfront fees of 1.5 to 2.0 

percent.

Further delineation at EBITDA of $7 million. Below $7 

million, senior leverage of 2.5x plus or minus a quarter 

turn and total leverage under 4x.  Above $7 million, if high 

free cash fl ow, low capex, and low working capital, senior 

leverage of 3x-3.5x and total leverage up to 4.5x. 

Banks

Senior leverage of 2x-3x. In the current market, banks are 

competing at higher leverage levels and matching fi nance 

companies in certain situations, said some lenders in our 

survey. Pricing can range from L+350-500 typically with 

a fl oor of zero or 100 basis points and upfront fees of 1.0 

percent. Single bank deals typically have no Libor fl oor. 

Banks tend to be aggressive on lower levered transactions 

particularly in terms of pricing. 

Unitranche

Leverage for a unitranche facility is generally matching 

the leverage level on a comparable senior mezzanine 

execution. Full leverage at 4x-4.5x. Leverage for a higher 

risk profi le can look like 2.5x-3.5x. Pricing 8.5 to 12.0 

percent. Upfront fees of 2.0 to 2.5 percent. 

EBITDA between $10 million and $25 million

Leverage

Leverage on a “middle of the strike zone company” can 

look 3x-3.5x senior and 4.5x–5x total. Lenders say that it 

is not unusual to see a 3.75x/5.25x structure today and 

3.5x–3.75x / 5x–5.25x is quoted regularly. Leverage on a 

senior only basis ranges from 4x-4.25x.

Total leverage is where there has been some increased 

creep, lenders say. In some cases, you can see 5.25x, 

especially for deals towards the upper end of the middle 

market. Total leverage of 6x is limited to exceptional 

businesses. 

Pricing 

Pricing of L+450-475 with a 100 to 125 basis point fl oor

Above 4x leverage ($15 million EBITDA and above) is 

hyper competitive and pricing is in the L+425-450 range 

with a 125 basis point fl oor. Banks are driving senior 

pricing down and putting pressure on Libor fl oors. In 

certain situations, lenders have seen fi nance company 

pricing in the low L+400’s with a 100 to 125 basis point 

Acquisition Financing Trends

Leverage Equity Contribution

Source: Standard & Poors LCD.
Middle market enterprise values between $25 million and $500 million.

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 Apr-13

Senior Debt/EBITDA 2.7x 3.1x 2.8x 3.0x 3.5x 3.6x 4.0x 3.1x 2.6x 3.2x 3.9x 3.9x 4.2x

Total Debt/EBITDA 3.4x 3.7x 3.8x 4.3x 4.8x 4.8x 5.4x 4.1x 3.6x 4.1x 4.3x 4.5x 4.8x

2.0x

3.0x

4.0x

5.0x

6.0x

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 Apr-13

Equity Contribution 42% 42% 43% 39% 37% 38% 35% 46% 51% 47% 43% 41% 39%
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fl oor and bank pricing of sub L+400 with no fl oor.

Upfront fees of 1.0 to 1.5 percent. 

EBITDA above $25 million  

Senior leverage of 3.75x to 4x-plus and total leverage of 

5.5x-6x. Senior spreads of L+425-450 and Libor fl oor of 

100 to 125 basis points.

• Seeing 3 handles on certain deals

• More deals getting priced between L+375-425

• Upfront fees of 50 to 100 basis points 

Unitranche

Leverage for a unitranche facility is generally matching 

the leverage level on a comparable senior mezzanine 

execution. Max leverage of 5x-5.25x. Pricing in the L+700-

850 range with a 125 basis point fl oor. Lenders are seeing 

some deals getting done in the low- to mid- L+600’s with 

a 125 basis point fl oor. 

Second lien

Pricing is 400 basis points wider than the fi rst lien, 9 to 11 

percent on 5x-5.5x leverage.

Mezzanine

Leverage 1x-1.5x. Cash pay 11 to 12 percent and PIK 1 to 3 

percent. Upfront fees of 2 percent.  

Equity

Sponsor equity contribution is ticking down, lenders say. 

More respondents cited smaller equity checks this year, 

seeing talk in the 30 to 35 percent range versus what had 

routinely been 40 percent or more. For full valuations, 

sponsors are still putting in healthy equity checks of 35 

to 40 percent. Standard & Poors Leverage Commentary 

& Data shows a declining trend in sponsor equity 

contribution, falling to 39 percent in April, the fi rst time 

the 40 percent level was breached since the start of the 

economic downturn.

Lower middle market lenders are typically looking for a 

minimum of 40 percent equity. “We won’t do a deal for 

less than 40 percent, but I am seeing more and more 

sponsor models showing 35 percent,” commented one 

lower middle market lender in our survey. 

Holds
Holds are a meaningful tool to put money to work and 

compete in a competitive market. The most active lead 

lenders in the middle market are taking much larger hold 

positions, leveraging the use of multiple fund vehicles, 

and can speak for typically $40 to $60 million. “You can 

anchor a deal, let’s say a $75 million transaction, with a 

$40 million to $50 million ticket,” commented Robert 

Radway at NXT Capital. “If you are a lender that tends to 

play at a $10 or $15 million hold, it is hard to compete for 

the lead mandate on that basis.” “If you want to be a lead 

agent, you need to have a big hold size, for the most part,” 

added Chris Williams at Madison Capital Funding. “Or 

you’re the commercial bank with incredibly low pricing 

and you win it that way, and then you sell down your 

exposure to other commercial banks.”

“Holds remain a driving component of lender selection, so 

the ability to hold more is a key competitive differentiator. 

It happens both on the senior side and the sub debt side,” 

observed Chris Flynn at THL Credit Advisors. “People that 

can hold more and speak for a whole tranche will be more 

competitive. As a BDC, I would say BDCs in general are 

speaking for more and increasing their hold sizes.”

“Because of the liquidity in the market, people are more 

willing to put out big holds to lead deals because they 

know they are going to get brought down,” offered Scott 

Reeds at RBS Citizens. “Certain participant type lenders 

are putting out larger holds to deploy more capital or 

because they know they are going to get cut back in 

syndication.” “The hold position is a powerful competitive 

advantage right now. It positions certain lenders for 

lead roles. It also creates greater certainty around the 

execution,” remarked Jeff Kilrea at CIT Group. “Most 

lenders would subscribe to a $20 million hold, but they 

also realize that times are different right now.” Kilrea 

added, “We have seen banks stepping up, taking holds 

of $40 million or more. It is a differentiator. All of us are 

competitive with price. You are competing on hold size, 

execution, speed, and certainty of close.”

“Banks are being fairly aggressive on holds,” offered Scott 

Parsons at BMO Harris Bank. “Universally, lenders are 

testing their internal models at it relates to capital at risk 

which dictates hold levels. We are pushing those in a lot 

of cases.” Parsons added, “In certain situations, we will 
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commit to a dollar amount above our intended balance 

sheet hold and then will sell down our position post-close.  

This gives the sponsor more certainty on the deal closing 

at the terms we agreed to.” 

“People that can build bulk and hold more are going 

to have the advantage,” commented Brent Burgess at 

Triangle Capital. “It is about who can give the sponsor 

the greatest confi dence and certainty in the deal getting 

done. So you are going to see people using their balance 

sheets a lot more.”

Underwriting
In the competitive market, lenders are prepared and 

willing to underwrite. Need is dictated by the sponsor, 

relationships, and the size of the deal. Mark Tauber at 

CapitalSource commented, “Lenders need to go through 

the process of providing fully underwritten 

commitments, even though the majority of 

these transactions are getting clubbed up 

early during the auction process or shortly 

thereafter.” “Facility size to syndicate 

used to be around $75 million,” said Chris 

Williams at Madison Capital Funding. “That 

number has gone up. You can bring in three 

club banks on a $90 million facility pretty 

easily. “I think the facility size is larger 

principally driven by the fact that many of 

the key lead lenders can speak for such a 

signifi cant hold position. Club deals tend 

to work all the way up to $150 million of 

commitment size. Pre-credit crisis, you saw 

deals clubbed at $50 million or less,” added 

Robert Radway at NXT Capital. “So there 

has been a dramatic jump in ability on the 

part of sponsors to put a club together that 

can speak for a $150 million or even larger 

transaction.” 

Sponsors are looking for committed 

fi nancing as part of competitive auction 

processes. As deal fl ow is slower in today’s 

market, the competition among private 

equity fi rms for quality assets has increased 

and certainty of closing is increasingly 

important. “A one stop, fully underwritten buy and hold 

deal with no fl ex, no ratings, and no intercreditor has 

a lot of value to some sponsors in these competitive 

processes,” remarked Karen DeCastro at Ares Capital 

Corporation. “While the banks are defi nitely willing to 

underwrite, they are typically looking to syndicate and 

hold little to no paper on balance sheet. This leaves 

sponsors with a level of execution risk in the event of a 

material swing in the credit markets between signing a 

deal up and closing.” 

“I think you will see M&A processes dictate it. If M&A 

processes start to get more competitive, sponsors may 

not have as much time to club them. So they will need 

one or two arrangers to step up and underwrite the deals 

in the confi nes of the M&A process,” observed Scott 

Reeds at RBS Citizens. “If the M&A market picks up, 

especially for some of these better auctions, 

you could start to see the M&A advisors really 

start to push sponsors to have underwritten 

fi nancing. When you start to see that, the 

appetite for underwritten deals will go up.” 

Reeds added, “I think sponsors are feeling 

better about taking market risk for an 

underwrite than they were a year ago. They 

are not as worried about getting fl exed and 

the pricing going up as much as they were a 

year ago.”

 Terms
Lenders are trying to differentiate in any way 

they can to compete. And for high quality 

transactions and high quality sponsors, it 

comes down to whatever it takes to win.

Covenants

Seeing covenant-lite for larger unrated 

and rated institutional executions in the 

upper middle market ($40 million EBITDA). 

“Executions are getting smaller and smaller. It 

is not just the $600 million term loan; it is the 

$250 million term loan where you are starting 

to see covenant-lite,” said Scott Reeds at RBS 

Citizens. 

“People that can 
build bulk and 
hold more are 
going to have 
the advantage. It 
is about who can 
give the sponsor 
the greatest 
confi dence and 
certainty in the 
deal getting 
done.” 

  —Brent Burgess

  Triangle Capital
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A well-followed sponsor now will get some fairly 

aggressive terms, surveyed lenders say. The hybrid 

sponsor that participates in the institutional market is 

coming down to the middle market (as low as $15 to $20 

million EBITDA) and starting to apply upper market terms.

In the lower middle market, investors are still demanding 

reasonable structures and terms. The most pressure has 

been around pricing and increases in leverage. There has 

been increasing pressure on covenants but no covenant-

lite. The focus is more on trying to get the right covenant 

cushion to provide the fl exibility to grow the business. 

Asks for minimum EBITDA covenant out. “Some lenders 

are willing to give it up; at $7 to $8 million EBITDA, I am 

losing it,” said a survey participant. 

• Covenant cushions pushed to 25 or 30 percent 

Equity cures

Equity cures have come back into the lower middle market 

in some instances. Below $10 million, lenders are trying to 

be judicious, but there is push back. 

“It very much continues to be in discovery mode on 

structural terms as volume has been low so there are fewer 

data points, other than the refi nancings which are going to 

be very aggressive with the larger market as the reference 

point,” commented Jeff Wells, at ORIX Leveraged Finance. 

“Everybody has a hot button. Our challenge becomes, 

is this a good credit and can we accept slightly less 

attractive terms because the company has management 

that can withstand a weaker credit agreement,” 

commented Andy Steuerman at Golub Capital. “An “A” 

company can potentially live with a “B+” credit agreement, 

but a “B” company needs an “A” credit agreement.”

Amortization

For fi nance companies, most deals at 1 percent 

amortization.

Banks are loosening their stance. “Banks lost deals all 

last year because of amortization. Maybe they wanted 

stepped up amortization of 5 percent in year one, 7.5 

percent in year two. The banks have defi nitely loosened 

on that criteria; we are seeing 1 percent or 2 percent ($10 

- $15 EBITDA). I think the banks are going to win a bigger 

share in this market,” said Brent Burgess at Triangle 

Capital. 

• Excess cash fl ow sweep - 75 percent is rare, usually 

50 percent

• Committed acquisition facilities

Mezzanine

Requests for less call protection. “Sponsors are asking 

for leniency on prepayment provisions. We expect to 

see more pressure on that if these hot lending conditions 

continue,” offered Bob Erwin at Babson Capital.
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“The mentality of the market of trying to get assets at 

all costs. How low can we go is the concern in terms of 

pricing.” 

Bob Erwin, Babson Capital 

“Discipline. Lenders all have a revenue challenge and 

returns are compressed. With M&A and demand for 

capital down, the challenge will be if and when lenders 

will become more undisciplined in their search for assets.” 

Preston Walsh, PNC Mezzanine Capital

“The market is still rational. There is no doubt that as the 

Fed continues to press on the accelerator, it is pushing 

people out on the risk curve, causing this hunt for yield. 

Capital continues to fl ow into the credit markets. Is it too 

much too soon, or is there going to be enough demand to 

balance the supply.” 

Brent Burgess, Triangle Capital

“The drop in pricing. Pricing has contracted in 

all segments of the market.” 

Chris Williams, Madison Capital Funding  

“Any type of overreaction to geopolitical 

events or panic that results in risk aversion 

in terms of lending to middle market 

companies.”

Chris Flynn, THL Credit Advisors 
 

What changes do 
you anticipate in 
terms and structure 
through the balance 
of the year?
“We’ve been saying this for a couple of years, but 

until the M&A market really picks up, I don’t see a 

balancing of this market in any way. Pricing is not 

going to go up until there is more M&A activity. 

I don’t see leverage going down, even if there 

is more deal fl ow, unless we start to have some 

sense that the economy is falling out of bed.”  

Scott Reeds, RBS Citizens

Outlook
What will be the biggest 
issue from a lending 
perspective in 2013? 
“What could occur internationally that ripples through our 

market, potentially driving a true correction or issues here 

in the United States.”

Michael Jordan, H.I.G. WhiteHorse

“Are we going to get the M&A volume? Dividend and 

refi nance deals will keep us busy but don’t necessarily 

grow the pool of loans. Until the M&A market really 

rebounds, I think lenders are going to be somewhat 

behind their goals for the year. Will it be enough to pick 

up all this liquidity in the market, I don’t know.” 

Scott Reeds, RBS Citizens

“If there is a shock to the economy, then 

you worry about your portfolio. You start 

thinking differently about credit.” 

Andy Steuerman, Golub Capital

“Loan demand because more deal fl ow will 

create some balance in the market. And any 

type of shock to the system that puts some 

pockets of liquidity on the sideline. We saw 

that last year with the budget crisis. People 

become concerned, and then it is risk off 

instead of risk on.” 

Robert Radway, NXT Capital

“How quickly things can turn. The market is 

just that fi ckle, and it can turn that quickly. 

Whether it is continued troubles in Europe, 

uncertainty around Asia, everybody is still 

extremely skittish.  Being disciplined in 

terms of how we deploy capital and price 

capital, taking into account that the world 

is not a safe and stable place, is probably 

the biggest challenge that we face.” 

Rich Jander, Maranon Capital

“There is no 
doubt that as the 
Fed continues 
to press on the 
accelerator, it is 
pushing people 
out on the risk 
curve causing 
this hunt for 
yield.” 

  —Brent Burgess

  Triangle Capital
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What changes do you 
anticipate in terms and 
structure through the 
balance of the year? 
“I would say it isn’t going to get better for a lender until 

there is a catalyst. At best case we are status quo. We are 

managing through a paradigm we understand.” 

Andy Steuerman, Golub Capital

“Unless some external factor impacts the market, I 

don’t see the general market conditions changing too 

meaningfully over the foreseeable future.” 

Karen DeCastro, Ares Capital Corporation

“I see leverage staying aggressive. Pricing and terms are 

going to continue to erode throughout the rest of the year 

unless something happens to change that 

course.” 

Chris Williams, Madison Capital Funding 

“I think you’re going to see looser covenants 

and looser structures. Sponsors are not as 

focused on cost. They are very focused on 

fl exibility.” 

Brent Burgess, Triangle Capital 

“Deal structure and pricing will continue to 

be aggressive particularly as lenders get 

further into the year and they haven’t met 

their budgets.” 

Tim Clifford, Abacus Finance

“Overall, the market is quite healthy, quite 

liquid. And with that as a backdrop, I don’t 

see things changing for the better if you’re 

a lender. I think you are going to see pricing 

remain where it is today, which is quite 

favorable from a borrower’s point of view.”  

Robert Radway, NXT Capital

What is your outlook on 
the economy? 
“We are cautious, because the same fundamental issues 

that have put pressure on the topline for most companies 

remain. So unless you get a strong rebound in employment 

and you get personal income growing again, consumption 

is going to stay tepid which means you are not going to 

see signifi cant revenue growth. Still, it is a relatively stable 

environment. And with the Fed keeping the economy going 

by pumping an enormous amount of liquidity into it, I don’t 

see a lot of downside.”

Robert Radway, NXT Capital

“We are fi nally seeing a certain quantifi able tailwind in 

the economy. Economic data is more favorable; certainly 

more favorable than the last couple of years. We are 

almost at a point where we can call it a trend. It should 

spur more trading activity.” 

Jeff Kilrea, CIT Group

“We expect to see some modest growth 

but are certainly cognizant that there are 

plenty of issues overseas in Europe still to 

be worked out that can play into consumer 

confi dence here and trickle down into the 

various sectors.” 

Jeff Wells, ORIX Leveraged Finance

“There is still a lot of uncertainty in the 

economy. That should make a lot of business 

owners start to think, maybe I am better off 

as part of something bigger. Maybe I need 

to be a consolidator or be consolidated.” 

Brent Burgess, Triangle Capital

“Overall, the 
market is quite 
healthy, quite 
liquid.” 

  —Robert Radway
NXT Capital
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“The current market appears to refl ect an oversupply of 

capital which is partially attributed to readily available 

senior debt. Most of our sponsor relationships are sellers 

in the fi rst half of the year. That being said, new LBO 

transaction volume will likely be back-end weighted and 

the best value opportunities will likely be in the third 

and fourth quarters this year, which is where most of our 

sponsors play.”

Brian Schneider, Northstar Capital 

“If the current fi nancing market isn’t catalyst enough to 

lift M&A, I don’t know what is. Senior lenders through to 

mezzanine and private equity are just seemingly awash in 

liquidity. For many middle market businesses, 2012 results 

should be fairly strong, following on positive trends in 

2011 and 2010, so you have a surviving business in a great 

sales environment.”

Bob Erwin, Babson Capital

“There are a number of signifi cant drivers 

in this market that will allow demand from 

middle market lending providers to be 

met. You still have a growing overhang of 

private equity capital to be invested. You 

have a historical number of middle market 

private equity owned companies that need 

to be recapped or sold. You also have a lot 

of companies that have delayed making 

acquisitions to navigate through changing 

taxes and unpredictable macroeconomic 

environments that are now in a position 

where they have to do something.” 

Chris Flynn, THL Credit Advisors

Outlook
What is your outlook on 
the economy? 
“It will be a slow growth environment. There is a big 

disconnect between what is going on in the stock market 

and what is going on with the real economy. Everyone is 

talking about the Dow hitting new highs. Are we seeing 

that effusive optimism in the businesses that we are 

working with—absolutely not. There are a lot of things that 

weigh on people’s minds—taxes, the economy, the impact 

of healthcare reform.”  

Rich Jander, Maranon Capital 

What is your outlook on 
the M&A market? 

“The lending community couldn’t be more 

supportive of new M&A activity. You are 

getting leverage levels. You have record 

low interest rates. You have lenders falling 

all over themselves on terms. There is 

modestly more macro stability, and it is 

starting to get people more comfortable 

and they can start to underwrite projections 

and put valuations they can stand behind 

on businesses. That is the thesis for a better 

M&A market this year.” 

Scott Reeds, RBS Citizens

“You can’t grow your business fast enough 

organically given the slow pace of the 

economy so the expectation is that growth 

is going to be largely driven by acquisitions 

both from a strategic and private equity 

backed company perspective. We have 

to believe that is going to drive the 

acquisition volume this year because you 

have to go hunting for growth outside your 

institution.” 

Michael Jordan, H.I.G. WhiteHorse

“If the current 
fi nancing market 
isn’t catalyst 
enough to lift 
M&A, I don’t 
know what is.” 

        —Bob Erwin

   Babson Capital
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What is your outlook on 
the M&A market? 
“The pent up demand and pent up supply has to 

be released at some point. Unless a company has a 

specifi c niche, it is hard to envision that it is going to be 

signifi cantly better two years from now, so why not try to 

sell now?” 

Steve Robinson, GE Antares Capital

“It is a very ripe market for M&A activity just given the 

demand out there, private equity capital as well as capital 

from lenders. It is unclear whether or not that spigot is 

going to open. To the extent M&A activity picks up, that 

will absorb some of the demand in the market but I’m not 

sure it will fully change the current market environment 

drastically. It will certainly help. But there is just a 

disproportionate level of liquidity relative to supply that 

some increased M&A activity will soak up 

some of that demand but not fully get you 

to where we were a year ago.” 

Karen DeCastro, Ares Capital Corporation

“There are a number of drivers that indicate 

an improvement in the M&A environment. 

There is available debt capital at a price for 

most all companies, structures, and profi les. 

There is equity capital available. There are 

sellers that have owned these businesses for 

quite a long time and are looking to exit.” 

Scott Carpenter, Crescent Direct Lending 

“It is not a rising tide lifts all boats environment. To create 

value sponsors are going to have to make acquisitions. 

It is back to a buy-and-build or consolidation strategy 

which is good up and down the food chain for M&A. I 

think private equity fi rms are going to become a more 

signifi cant player in the M&A markets, particularly in our 

segment, below $20 million of EBITDA.” 

Brent Burgess, Triangle Capital

“There is still a lot of uncertainty despite the fi nancing 

markets being wide open. There is the threat that the 

Fed will pull back on its buying, pushing up interest rates. 

Companies are trying to fi gure out how the new tax and 

healthcare regime is going to impact their businesses. 

Uncertainty may drive more sellers to the market.” 

Scott Parsons, BMO Harris Bank

“It is a very ripe 
market for 
M&A activity 
just given the 
demand out 
there, private 
equity capital as 
well as capital 
from lenders.” 

 —Karen DeCastro
          Ares Capital
          Corporation
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LLC, nor any of its offi cers, directors, employees, affi liates, agents or representatives makes any representation or warranty, expressed or implied, as to the accu-
racy, completeness or fi tness of any information contained in this publication, and no legal liability is assumed or is to be implied against any of the aforementioned 
with respect thereto.  This publication does not constitute the giving of investment advice, nor a part of any advice on investment decisions and nothing in this pub-
lication is intended to be a recommendation of a specifi c security or company, nor is any of the information contained herein intended to constitute an analysis of 
any company or security reasonably suffi cient to form the basis for any investment decision.  Brown Gibbons Lang & Company LLC, its affi liates and their offi cers, 
directors, employees or affi liates, or members of their families, may have a benefi cial interest in the securities of a specifi c company mentioned in this publication 
and may purchase or sell such securities in the open market or otherwise.  Nothing contained in this publication constitutes an offer to buy or sell or the solicitation 
of an offer to buy or sell any security.

Global Leaders

• Independent investment banking 
advisory fi rm focused on the middle 
market

• Senior bankers with signifi cant 
experience and tenure; partners 
average over 20 years of experience

• Offi ces in Chicago, Cleveland, Salt Lake 
City, and Seattle

Who We Are
Leading Independent Firm

• Exclusive U.S. member of Global 
M&A Partners, the world’s leading 
partnership of investment banking 
fi rms focusing on middle market 
transactions

• Deep industry experience across 
core sectors of focus, including: 
Business and Environmental Services, 
Industrials, Consumer Products, 
Healthcare and Life Sciences, and Real 
Estate

Comprehensive Capabilities

Sell-Side Advisory 

Acquisitions & Divestitures

Public & Private Mergers

Special Committee Advice

Strategic Partnerships
& Joint Venture Formation

Fairness Opinions
& Fair Value Opinions

M&A Advisory Private Placements

All Tranches of
Debt & Equity Capital for:

Growth 

Acquisitions

Recapitalizations

Dividends

General Financial
& Strategic Advice

Balance Sheet
Restructurings

Sales of Non-Core
Assets or Businesses

§363 Auctions

Financial Advisory

For questions 
about content and 
circulation, please 
contact Editor 
and Director of 
Research, Rebecca 
Dickenscheidt, at 
rdickenscheidt@
bglco.com 
or 312-513-7476.



Global Leaders

www.bglco.com www.globalma.com

BGL Contacts:

For questions 
about content and 
circulation, please 
contact Editor 
and Director of 
Research, Rebecca 
Dickenscheidt, at 
rdickenscheidt@
bglco.com 
or 312-513-7476.

Representative Transactions:

obtained financing
provided by

and affiliated
skilled nursing facilities

BHP Management

acquired by

a portfolio company of

merged with

a portfolio company of

which has been acquired by

PVC Container Corporation

acquired by

a wholly-owned
subsidiary of

acquired by

Lauren International, Inc.

has sold

to

a portfolio company of

Celsis International Ltd.

acquired by

acquired by

TAD Metals, Inc.

ENVIRONMENTAL SERVICES CONSUMER HEALTHCARE BUILDING PRODUCTS METALS

RETAIL/DISTRIBUTION MARKETING & MEDIA PLASTICS & PACKAGING HEALTHCARE BUSINESS SERVICES

HEALTHCARE METALS BUSINESS SERVICES ENVIRONMENTAL SERVICES REAL ESTATE

acquired by

acquired by

provided by

and

Obtained Financing for 
Construction of the

Aloft Hotel in Beachwood, Ohio

Private Equity Investor

recapitalized by

ZS Fund L.P.

acquired by

Aerospace & Defense

Business Services/
Environmental Services

Consumer & Retail Services

Building Products

Brian Murphy

Effram Kaplan

John Tilson

Michael Gibbons

206.224.6156

216.920.6634

312.658.4770

216.920.6624

Healthcare & Life Sciences

Industrials and 
Plastics & Packaging

Real Estate

John Riddle

Andrew Petryk

Anthony Delfre

312.658.4758

216.920.6613

216.920.6615

Basic Materials/Metals Scott Berlin 216.920.6642

acquired by

MATERIAL HANDLING U.S.A.

M e d i c a l  C e n t e r

acquired 

acquired by

a portfolio company of

Prospect Capital Corporation
(NASDAQ: PSEC)

CCPI Inc.
 recapitalized in a 
change of control

transaction by

acquired by acquired by

recapitalized by 

Weisfeld
Group

Branded Athletic Shoes
Sold by

acquired by

AEROSPACE INDUSTRIALS CONSUMER INDUSTRIALS AEROSPACE

Healthcare Transaction Advisory Manfred Steiner 312.658.4778


