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BENCHMARK INDICES 

LOWER MIDDLE-MARKET DEBT METRICS 
Mean Pricing     Leverage 

Unitranche L+8.86% 3.87x   
2nd Lien L+10.19%  4.18x   
Mezzanine 13.02%    4.38x   
LIBOR Floor 1.00%     N/A 

SOURCE: ENGLAND SECURITIES SURVEY 
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GENERAL MARKET OVERVIEW 
Buoyed by solid gains in employment, housing and the Consumer 
Confidence Index (up to 101.3 vs. 98.8), the overall U.S. economy is strong, 
although growth did moderate in Q1-2015:  

 GDP – The seasonal impact of yet another harsh winter, together with 
the strong U.S. dollar’s drag on export volume (the dollar has surged 
20% against other major currencies since Q1-2014), impacted quarterly 
GDP growth.  Notwithstanding the Federal Reserve Bank of Atlanta’s 
near 0% projection, Q1-2015 growth was still a significant improvement 
over the Q1-2014 GDP contraction of 2.4%.   

 Manufacturing – The ISM purchasing manager’s index declined to 51.5 
in March, the lowest level in two years, reflecting slight declines in 
factory orders (down 0.2% in February) and durable goods orders (down 
1.4% in February). 

 Housing – The housing market continues to show signs of steady 
growth; home sales were up 1.2% in February (a 4.9 million annual 
pace) and the median home price has increased to $202,600, up 7.5% 
from the prior year period; supply growth has moderated as 
construction spending declined 0.1% in February. 

 Employment – The employment picture has been fairly positive.  
Unemployment remains low at 5.5%, 3.3 million new jobs have been 
created in the last 12 months, new job openings increased by 168,000 
to 5.2 million in February (the highest level in 14 years), and average 
hourly earnings increased by 0.3%.  Partially mitigating these gains, 
however, the labor participation rate (a measure of civilian participation 
in the labor force) declined to 62.7%, its lowest level since 1978.   

 Monetary policy – In the wake of modest economic growth and Q1-2015 
shortfalls in new nonfarm payroll, the Federal Reserve Bank has 
moderated its guidance on the timing of implementing a rate increase 
in 2015; a potential deferral until early 2016 will extend the window for 
opportunistic refinancings at historically low prevailing rates. 

 Regulatory front – The ongoing implementation of regulations designed 
to make the banking sector safer (i.e. Basel III, Dodd-Frank) have served 
to bolster capital adequacy, limit leverage, and improve bank liquidity; 
compliance with these initiatives, however, also has resulted in stricter 
bank credit requirements and higher cost of capital, effectively reducing 
the lending capacity of the banking sector

 
ENGLAND & COMPANY NEWS – HEALTHCARE PRACTICE EXPANSION 

 Andy Cowherd and Paul Teitelbaum have joined the firm as Managing 
Directors in our New York office.  Messrs. Cowherd and Teitelbaum 
previously served as Co-Heads of Healthcare Investment Banking at 
Mesirow Financial and will expand England's coverage of the healthcare 
sector, with a particular emphasis on healthcare services, medical 
devices, and healthcare IT.  Messrs. Cowherd and Teitelbaum, along 
with Scott Cousino, who joined the firm from Stifel Nicolaus where he 
headed healthcare investment banking, will lead England's growing 
healthcare practice.

Index                            Mar 2015  Dec 2014 
3-Mo. LIBOR 0.27% 0.26% 
5-Yr. UST 1.37% 1.65% 
10-Yr. UST 1.94% 2.17% 
S&P 500 2,068 2,059 
DJIA 17,776 17,823 
NASDAQ 4,901 4,736 

 
England Securities, LLC 

Member FINRA/SIPC 
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LEVERAGED LOAN MARKET 

 New-issue volume rebounded in Q1-2015 to $86.1 billion from $66.6 
billion in Q4-2014 (a three-year low).  In comparison to the prior year 
period, primary issuance was down by nearly 50% due to the greater 
influence of bank regulation, energy sector uncertainty, and lower 
refinancing activity.  

 OCC and Federal Reserve regulated banks are under pressure to 
originate loans that would be considered satisfactory in Shared 
National Credit reviews. Correspondingly, the lending “window” has 
narrowed significantly and banks have become less aggressive 
participants in the leveraged loan market, as illustrated by the 
pervasive decline in their market share. 

 Transactions with over 6.0x leverage are becoming rare in the 
syndicated loan market, and are increasingly finding alternative 
execution with non-bank lenders, including finance companies, credit 
funds, and business development companies (“BDC”). 

LBO Activity 
 M&A related loan activity rose to $56.7 billion in Q1-2015 from $38.1 

billion in Q4-2014.  

 Although LBO volume increased to $20.3 billion in Q1-2015 from $14.7 
billion in Q4-2014, leveraged lending guidance impacted large 
corporate LBO transactions, where average debt-to-EBITDA has fallen 
below 6.0x for the first time in two years, dropping 0.6x lower since 
Q4-2014.   

 Per Thomson Reuters LPC, only one LBO deal was levered over 7.0x in 
Q1-2015, in stark contrast to Q3-2014 when nearly half of the LBO 
transactions were geared greater than 7.0x EBITDA. 

Recaps & Refinancing Activity 
 Highly leveraged recapitalizations, have become more expensive since 

the end of 2014, particularly for non-sponsor backed companies.  

o Dividend-related loan volume increased to $6.3 billion in Q1-
2015, versus $4.1 billion in Q4-2014. 

o Non-sponsor backed borrowers (e.g. management and founder-
owned businesses) comprised the majority of recap volume 
(56%) during Q1-2015, versus only 25% in Q4-2014. 

 Issuers executed $20.4 billion of loan refinancings in Q1-2015 versus 
$64.7 billion during Q1-2014, though up from $17.9 billion in Q4-
2014. As loan spreads have widened over the past year, the incentive 
for borrowers to seek better terms has diminished. 

Loan Defaults 
 The static loan default rate stood at 1.1% as of 3/27/15, up 9.3% since 

the beginning of 2015.   

 Although the Lagging 12-Month Default Rate by number of issuers has 
remained at less than 3% since 2014, the Lagging 12-Month Default 
Rate by principal amount has increased significantly in the last year, 
indicating growing defaults in a small number of large transactions. 

 Rising default rates eventually will influence the structural and pricing 
aggressiveness, and risk appetite of all lenders. 

  

PRIMARY MARKET FOR HIGHLY LEVERAGED LOANS:  
BANKS VS. NON-BANKS 

LARGE CORPORATE AVERAGE LBO LEVERAGE LEVELS 

REFINANCING VOLUME AND AS A % OF LEVERAGED LOANS 

LAGGING 12-MO. DEFAULT RATE - % OF ISSUERS 
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Middle-Market Lending 
Despite the plight of bank lenders, the loan markets remain in a state 
of over-supply as the influx of non-bank lenders have augmented  
conventional banks in the provision of leverage to middle-market 
borrowers; succinctly, it is still a “borrower’s market” for growth 
companies with solid performance fundamentals, business prospects 
and management teams. 

 Middle-market borrowers have benefited from the increased 
competition from large institutional investors going “down-
market”, as well as the influx of new non-bank competitors (CLOs 
and BDCs) vying for the sub-$50 million EBITDA borrower niche. 

 Q1-2015 middle-market loan volume at $1.9 billion was down by 
44% from the prior quarter as opportunistic refinancing activity has 
continued to wane; most borrowers seeking to swap out of higher-
cost debt already have tapped the market. 

 As non-bank competitors have become more aggressive, both leverage levels and pricing have begun to rise again. 

RECENT MIDDLE-MARKET LENDING TRANSACTIONS  

Borrower Amount ($mm) Industry Pricing 

 
$72.0 Retirement Plan Services L+425bps 

 100.0 Government IT L+650bps, 100 floor 

 
25.0 Cable TV L+375bps, 100 floor 

 
92.0 Consumer Products L+450bps, 100 floor 

 94.0 Healthcare L+500bps, 100 floor 

 
30.0 Automotive L+500bps, 100 floor 

 
78.5 Travel Agency L+600bps, 100 floor 

 
40.0 Utility Services L+300bps, 100 floor 

 
15.0 Marketing Services L+425bps, 100 floor 

Source: S&P LCD    
 

Collateralized Loan Obligations  
 While conventional loan fund assets under management continue to decline, CLO outstandings have continued to claim a larger share of 

the loan market, exceeding $370 billion in Q1-2015. 

o CLO issuance was up $29.3 billion in Q1-2015, representing 63.7% of the institutional primary market, versus 62.2% in 2014 and 53.2% 
in 2013. 

o Conversely, loan mutual funds represented 17.9% of the institutional primary market in Q1-2015, down from 21.8% in 2014 and 31.5% 
in 2013. 

 Despite new risk retention rules that will go into effect in 2016 that may impact CLO manager returns, 2015 full year volume has been 
estimated at $70 - $100 billion according to a survey by Thomson Reuters (2014 record issuance volume was $123 billion). 

  

AVERAGE DEBT MULTIPLES OF MIDDLE-MARKET LOANS 
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ASSET-BASED LOANS 

 ABL volume increased to $2.9 billion during Q1-2015, a healthy increase of 84% from Q4-2014. 

 Though ABL spreads increased by 10 bps during Q1-2015, loan pricing has been downward trending since 2009 and remains low by 
historical standards at 191.7bps. 

 ABL activity is accounting for a growing proportion of new loans, responsible for 3.4% of total loan volume in Q1-2015, vs 2.3% in Q4-2014. 

 Refinancing-related activity drove the bulk of ABL activity during Q1-2015, accounting for 52.2% of all ABL loans issued during the quarter. 

RECENT ASSET-BASED TRANSACTIONS  

Borrower  Amount ($mm) Industry Pricing 

 
$10.0 Toy Manufacturer L+375bps 

 
20.0 Marketing Services L+200bps 

 
45.0 Medical Equipment N/A 

 
14.5 Laboratory Services L+600bps 

Source: S&P LCD 

SECOND-LIEN 

Providers of second-lien loans include hedge funds, credit opportunity 
funds, BDCs, insurance companies, CLOs, and other institutional 
investors seeking higher yielding assets.  Unlike traditional mezzanine 
debt, second-lien loans generally don’t require any equity dilution (e.g. 
warrants) and are prepayable. 

 Driven by spread compression attributable to heightened competition 
from banks in pro rata transactions, new-issue second-lien volume fell 
to $2.2 billion in Q1-2015 from $3.6 billion in Q4-2014. 

 As leverage levels continued to rise in late 2014, it became more 
challenging for non-bank participants to be adequately compensated 
for second-lien tranche risk; according to S&P, the average 
first/second-lien leverage rose to 4.10x/5.83x in 2014 (vs 3.67x/5.25x 
in 2013). 

In contrast to the price and volume volatility of second-lien loans in recent quarters, traditional mezzanine activity has been relatively 
unchanged.  Most providers of mezzanine capital are long-term, patient investors (e.g. insurance companies, pension funds, etc.) whose 
interests are significantly more aligned with equity owners and founders because a portion of their return is based on equity performance 
and value creation.  Mezzanine capital providers are therefore less likely to follow the cyclical ebbs and flows of the traded debt markets 
and, accordingly, pricing has remained relatively stable in the 12-15% range. 

RECENT SECOND-LIEN TRANSACTIONS  

Borrower Amount ($mm) Industry Pricing 

 
$15.0 Retirement Plan Services L+825bps, 100 floor 

 
50.0 Education Training L+950bps, 100 floor 

 
30.0 Consumer Products L+825bps, 100 floor 

 35.0 Healthcare L+850bps, 100 floor 

Source: S&P LCD    

SECOND-LIEN & MEZZANINE ISSUANCE 

4 



CAPITALNEWS 

VENTURE CAPITAL MARKET 

 The number of venture capital rounds raised in Q1-2015 fell 22% from the 
prior year period, and at 1,262 rounds, represented the lowest level of 
activity since 2011; venture capital invested however, at $13.8 billion, is 
even with the prior year period and illustrates a shift in investor appetite 
to larger transactions. 

 Most of the decline in deal volume is in early stage deals; VCs have 
continued to focus more time and resources in cultivating late stage 
transactions, which are fewer in number but considerably larger than early 
stage and seed rounds. 

 This secular shift in investor appetite was initially illustrated by the 24% 
decline in transaction volume witnessed from Q3-2014 to Q4-2014. 

 The volume of venture-backed IPO exits declined 
by 54% in Q1-2015 vs. Q1-2014, dropping below 
20 transactions for the first time since 2013. 

 The quarter’s 17 venture-backed IPOs, valued at 
$1.4 billion, were led by medical and 
biotechnology (13 of 17) IPOs; the quarter’s 
largest IPO was for Box Inc. (NYSE:BOX), a 
provider of cloud platform services that raised 
$201.2 million. 

 Venture-backed M&A activity in Q1-2015 totaled 
86 transactions and was dominated by IT 
transactions (69 of the 86). 
 

 The largest venture-backed M&A transactions of 
the quarter were UnderArmour’s $475 million 
purchase of Myfitnesspal and Catamaran’s $260 
million acquisition of Salveo Specialty Pharmacy. 

 

RECENT VENTURE CAPITAL TRANSACTIONS  

Target Amount ($mm) Industry Series 

 
$65.0 Business Analytics Software Series F 

 
20.0 Battery Manufacturer 11th Round 

 40.0 Wireless Technology Series B 

 100.0 Contact Center Software Convertible Bond 

 
39.0 Business Analytics Software Series D 

 
11.5 Solar Energy Equipment Common Stock 

 
2.8 Procurement Software Seed Round 

 
16.2 Medical Devices Series E 

 10.1 Cyber Security Series B 

Source: Pitchbook    

U.S. VC DEAL FLOW BY QUARTER 

AVERAGE VALUE OF VC DEALS 
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PRIVATE EQUITY MARKET 

 2014 ended with historically high deal flow volume (total deal 
count and value) with a record level of PE fund “dry powder” yet 
to be deployed (estimated at over $500 billion). 

 With 634 total PE deals comprising $100.7 billion, Q1-2015 
began the year at a slower pace of capital deployment than the 
prior quarter ($128 billion) and the prior year period ($137 
billion). 

 78% of Q1-2015 total deal flow volume was in the middle 
market, up from 72% in 2014; as the competition for quality 
large-scale targets has bid valuations higher, many PE firms have 
turned to the middle market in search of more affordable 
acquisitions. 

 Middle-market private equity has attracted 
growing investor attention; while overall PE 
fundraising was down in Q1-2015 to levels not seen 
since Q3-2010, middle-market PE fundraising 
increased slightly over the prior quarter to $33.1 
billion. 

 The seasonal surge in M&A transaction activity 
normally experienced in the fourth quarter could 
be “pulled forward” into Q2 and Q3 due impending 
credit tightening by the Federal Reserve Bank and 
the limited window for PE funds to lock-in 
historically low-cost acquisition financing. 

 

 

RECENT PRIVATE EQUITY TRANSACTIONS  

Target Acquirer EV ($mm) Industry Seller 

 
NGP Natural Resources $200.0 Oil & Gas Exploration Controlling Shareholders 

 Quintana Capital Group 80.0 Energy Services Annapurna Capital Management 

 
Broad Sky Partners 41.0 Animal Food & Supplies Advantage Capital Partners 

 
EnCap Flatrock Midstream 750.0 Energy Storage/Transportation Controlling Shareholders 

 
Goldman Sachs, Rhone Capital 1,000.0 Logistics Caterpillar, Platinum Equity 

 
Bespoke Capital Partners 200.0 Containers and Packaging Summit Partners 

 
PNC Riverarch Capital 87.0 Electrical Equipment Signature Group Holdings 

 Ontario Teachers Pension Plan 1,100.0 Portable Storage Eagle Merchant/Arcapita 

Source: Pitchbook     

 
 
 

U.S. PE DEAL FLOW BY QUARTER 

MIDDLE MARKET AS % OF ALL BUYOUTS 
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PIPES MARKET 

 PIPE dealflow volume of 296 transactions was relatively flat in Q1-
2015 vs. the prior quarter, and down 12.4% vs. Q1-2014. 

 Despite the decline in the number of transactions, dollar volume 
increased by 22% to $17.6 billion over the prior year period, 
reflecting a shift from unregistered traditional structures, to 
registered structures (i.e. registered directs, ATMs and CMPOs). 

 The average transaction size increased by 37% to $59.5 million and 
Q1-2015 volume included $9.6 billion of ATM offerings. 

 In general, small-cap issuance (sub-$100 million market 
capitalization) comprised only 1.9% of Q1-2015 PIPE aggregate 
new issuance, down from 5.6% in Q4-2014, further illustrating 
the shift to larger, registered executions. 

 The adoption of proposed changes to Regulation A offerings, 
which permit the sale of securities to the public with fewer 
disclosures than are required in an IPO, should raise the 
amount that can be raised annually from $5mm to $50mm. 

 
 
 

RECENT PIPES TRANSACTIONS 

Issuer Ticker EV ($mm) Structure Industry 

 AMRN $53.0 Restricted ADRs Biopharmaceuticals 

 
APRI 11.0 Common Stock Biopharmaceuticals 

 
BIOS 62.5 Convertible Preferred Home Healthcare 

 
CSBR 14.0 Common Stock Medical Technology 

 
COCP 15.0 Common Stock Pharmaceutical 

 
HNSN 35.2 Convertible Preferred Surgical Robotics 

 
LAYN 49.9 Convertible Notes Construction & Drilling 

 
LPTH 1.3 Common Stock Optics Solutions 

 
RMGN 25.0 Convertible Preferred Digital Signage 

 RT9B 4.0 Common Stock Cyber Security 

 
SLCT 3.0 Convertible Debt Business Software 

 VIMC 50.0 Common Stock Video Technology 

Source: DealFlow Report 

Q1-2015 VOLUME BY ISSUER MARKET CAP 

MEAN PIPES TRANSACTION VALUE 

7 



 

ABOUT ENGLAND & COMPANY 

England & Company is an independent investment bank that provides financial advice on mergers and acquisitions, 
restructurings, and financing transactions to owners, executives, and boards of directors of public and private companies. The 
firm's clients include leading companies in the Energy & Industrial Growth, Financial Services, Healthcare, and Technology & 
Media markets.  Founded in 2003, England serves its clients through offices in Washington, DC, Baltimore, Houston, and New 
York.  

All securities transactions offered through England Securities, LLC – member FINRA/SIPC. 

REPRESENTATIVE TRANSACTIONS 
 
 

 

 

 

 

 

 

 

 

CONTACT US: 
For information about England & Company’s private finance capabilities, please contact Craig MacKay, Managing Director of 
Private Finance, or one of our other senior bankers: 

Craig W. England 
Chief Executive Officer 

(713) 513-7181 
cwengland@englandco.com 

Scott R. Cousino 
Managing Director 

Healthcare 
(410) 385-5281 

srcousino@englandco.com  

J. Andrew Cowherd 
Managing Director 

Healthcare 
(212) 386-0855 

acowherd@englandco.com 

Bruce A. Craig 
Managing Director 

Energy & Industrial Growth 
(202) 386-6502 

bacraig@englandco.com 

Corey D. Luskin 
Managing Director 

Technology & Media 
(212) 235-0852 

cluskin@englandco.com  

Craig C. MacKay 
Managing Director 

Private Finance 
(212) 235-0851 

ccmackay@englandco.com 

Paul D. Teitelbaum 
Managing Director 

Healthcare 
(212) 235-0857 

pteitelbaum@englandco.com 

Glenn T. Tofil 
Managing Director 

Energy & Industrial Growth 
(202) 386-6503 

gtofil@englandco.com 

Curtis R. Trimble 
Managing Director 

Energy & Industrial Growth 
(713) 513-7182 

crtrimble@englandco.com 

Christopher G. Lally 
Senior Vice President 

Private Finance 
(212) 235-0854 

cglally@englandco.com 

Patrick J. O’Shea 
Senior Vice President 

Energy & Industrial Growth 
(212) 235-0853 

pjoshea@englandco.com 

Howard P. Zitsman 
Senior Advisor 

Corporate Finance 
(202) 386-6523 

hzitsman@englandco.com 
 
The information contained in this report has been obtained from sources believed to be reliable.  England Securities, LLC (“England”) is dependent upon such sources (including company reports, public filings, 
press releases, and related news articles) for its information and does not guarantee or warrant the accuracy or completeness of these data sources or of the analyses and data contained herein.  Nothing in this 
report constitutes an offer to buy or sell, or the solicitation of an offer to buy or sell, any security.  Nothing contained in this publication is intended to be a recommendation of a specific security or company, nor 
is any of the information contained herein intended to constitute an analysis of any company or security reasonably sufficient to form the basis for any investment decision.  Additionally, England does and seeks 
to do business with companies covered in its publications.  As a result, investors should be aware that the firm may have a conflict of interest that could affect the objectivity of this publication.  Moreover, officers 
and/or employees of England and its affiliates, or members of their families, may from time-to-time have long or short positions in securities of companies mentioned in this publication.  Unless otherwise 
indicated, information presented herein with respect to the experience of England also includes transactions effected by the principals of England prior to the date they joined the firm.  
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