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GENERAL MARKET OVERVIEW

The fundamentals of the U.S. economy in Q1-2019 continued to bode well for

England & Company’s core client base: growth and acquisition-oriented middle-

market public and private companies.

GDP – Economic growth expanded in Q1-2019, with a quarterly annualized GDP

growth rate of 3.2% through March, up from 2.2% through December 2018. The

March ISM Purchasing Managers Index stood at 55.3, which marked the 119th

consecutive month of growth in the overall economy and the 31st straight

month of growth in the manufacturing sector. The ISM Index reflects continued

business strength in the U.S. economy, but at the softest levels since Q4-2016.

Employment – U.S. labor market continued to exhibit strength: March payrolls

increased by 196,000, beating the expectations of 175,000, following an abysmal

February where only 20,000, later revised to 33,000, jobs were added. Notable

job gains occurred in professional and business services, construction, health

care, and social assistance. Wages rose 0.14% for the month (3.2% YoY), just

below market expectations; the unemployment rate held steady at 3.8%, and the

labor force participation rate dropped slightly to 63.0%.

Inflation – The personal consumption expenditures price index was up 1.5%

through March 2019, still inside the Fed’s 2.0% annual inflation target. No

Federal Reserve rate hikes have occurred since Q4-2018, leaving the Federal

Funds Rate at 2.25%-2.50%. The Federal Reserve expects the benchmark rate to

remain near 2.4% through the end of 2019, reducing the previous forecast of two

rate hikes to none for 2019, and the potential for easing under consideration.

Private Credit – According to Prequin, direct lending funds are raising money at a

record-setting pace so far in 2019. $19.4 billion was raised in the first quarter of

2019, compared with $11,6 billion in the prior year period, and $14.4 billion in

the same period in 2017. For perspective, direct lending funds raised less than

$10 billion in 2010, compared to a peak of nearly $70 billion in 2017.
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BENCHMARK INDICES

Index                        Mar-2019 Mar-2018
3-Mo. LIBOR 2.60% 2.31%
5-Yr. UST 2.23% 2.56%
10-Yr. UST 2.41% 2.74%

S&P 500 2,834 2,641
DJIA 25,929 24,103
NASDAQ 7,729 7,063

LOWER MIDDLE-MARKET DEBT METRICS

Pricing Leverage
Unitranche L+5.50-10.00% 3.00-5.50x
2nd Lien L+6.00-11.00% 3.75-6.00x
Mezzanine 8.50-14.00% 4.00-6.50x
LIBOR Floor 2.00% (banks), 1.00% (non-banks)

Source: PitchBook, Capital IQ

Source: PitchBook, Capital IQ

Source: Federal Reserve Economic Data

Source: England Securities Market Survey; Industry Reports
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ENGLAND & COMPANY RECENT TRANSACTION ACTIVITY

Wenzel Spine (“Wenzel”), a medical device
company focused on delivering surgical
solutions that improve the overall quality of
spine care, received investment from an
institutional investor in its Series B Preferred
Stock financing round to help accelerate the
growth of the Company’s innovative product
offering. Headquartered in Austin, Wenzel
seeks to improve patient quality of life by
designing and producing devices of the highest
quality to support surgeons treat of their
patients.

England served as the Company’s placement
agent in identifying the institutional investor
with experience in orthopedics so that Wenzel
could complete its Series B round of financing.

Placement Agent

Series B Preferred Stock
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LEVERAGED LOAN MARKET

• Overall broadly syndicated loan (“BSL”) market activity decreased in Q1-2019 by 36% versus prior year, and by 39% versus Q4-2018;
leveraged loan activity at $152 billion was down 56% to versus prior year, the lowest quarterly level in 3 years (LPC).

• The decline in Q1-2019 financings is largely attributable to a slow start; the general market pullback, spike in rates, and global trade
uncertainties of Q4-2018 resulted in a significant decline in subsequent Q1-2019 refinancing activity; as Q1-2019 progressed, a
contraction in rates and rise in M&A-related financing activity partially offset the slow start.

• General Manufacturing and Financial Services were the two largest sectors for leveraged loan issuance by industry, with market shares
of 10% and 9%, respectively.

• According to the Loan Syndicated and Trading Association, the loan pipeline, which ranged from $50 – 100 billion in 2018, has
continued to shrink and now stands at less than 50% of the pre-financial crisis level of over $200 billion.

Borrower Amount ($million) Sector Sponsor or Purpose Pricing

$120.0 Building Materials Golden Gate Capital L + 550bps, 2nd Lien

$120.0 Services & Leasing One Equity Partners
L + 450bps, 100bps L-
Floor

$75.0 Healthcare KKR L + 475bps

$45.0 Building Materials Sterling Group
L + 600bps, 100bps L-
Floor

$120.0 Services & Leasing Wind Point Partners
L + 475bps, 100bps L-
Floor

$30.0 Services & Leasing Wind Point Partners
L + 875bps, 100bps L-
Floor, 2nd Lien

$80.0 Restaurant MSD Partners L + 775bps

Source: S&P LCD

RECENT MIDDLE-MARKET TRANSACTIONS

Source: Thomson Reuters

MIDDLE MARKET

• Middle-market loan (“MML”) activity began to rebound in late Q1-2019, largely driven by M&A activity and funded by non-bank
lenders; Loan Pricing Corporation (“LPC”) estimates that as much as 70% of the current MML pipeline is M&A-related and non-bank
capital providers now account for over 90% of sponsor lending, versus just 50% in 2014.

• Healthcare-related M&A transactions have been a significant driver of MML activity, including the $90 million acquisition financing of
Cerus (NASDAQ:CERS), a biomedical products company, the $82 million acquisition financing of Caregiver, a long-term behavioral health
services company, and the $20 million acquisition financing of Mustang Bio (NASDAQ:MBIO), a biopharmaceutical company.

• The “illiquidity premium” or spread between MML and BSL yields declined to 81bps in Q1-2019, as the exodus of retail liquidity from
floating rate mutual funds drove mean BSL yields up (7.27%), and a growing abundance of “dry powder” among highly competitive
private capital providers tamped down median MML yields (8.08%).



PG. 3

CAPITALNEWS

ABL STRUCTURES

• Q1-2019 ABL volume was almost $24 billion, a 29%
increase over Q1-2018, but down nearly 25% from
the record quarterly high in Q4-2018.

• M&A transactions accounted for 15% of ABL
financings (up from 11% in 2017), including United
Natural Foods’ acquisition of SuperValu ($2.0
billion). DIP and exit financings comprised 7.0%, up
from 4.5% in 2017.

SECOND-LIEN STRUCTURES
• Estimated Q1-2019 second-lien volume of $5.2 billion, though

lower than any prior quarter since Q3-2016, included a
substantially higher amount ($2.6 billion) of privately-placed
second-lien loans than prior quarters (typically <$1.0 billion),
highlighting the growing influence of non-bank credit providers
(CLOs, public BDCs, private credit funds, and mezzanine funds)
with the ability to make large commitments over $100 million.

• In fact, privately placed second-lien facilities averaged about
$233 million in Q1-2019 (LPC), skewed in part by the $800
million transaction for Athenahealth’s LBO financing, the
largest privately-placed second-lien loan on record.

• Other recent Q1-2019 second-lien activity included Active
Minerals International ($120 million, L+550bps, 100bps LIBOR-
floor), and Kleinfelder Group ($30 million, L+875bps, 100bps
LIBOR-floor).

ABL Pricing Trends

Source: Thompson Reuters

Borrower Amount ($million) Sector Pricing

$35.0 Building Materials L + 575bps, 100bps L-Floor

$25.0 Oil & Gas L + 425bps, 100bps L-Floor

$150.0 Natural Resources L + 200bps

$140.0 Industrials L + 150bps

$100.0 Apparel L + 175bps

Source: S&P LCD

• The unitranche structure, which combines the normally bifurcated senior and junior debt into a single tranche, is particularly
appealing to the sponsor community and enjoys widespread use in funding M&A and business consolidations.

• The unitranche structure achieves higher levels of leverage than conventional first lien loans, and according to a recent survey of
lenders by The Lead Left, maximum leverage of 5.5x-6.5x can be achieved for well-sponsored business platforms.

Second-Lien Volume

Source: LevFin Insights, and Citizens Capital Markets
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UNITRANCHE STRUCTURES

• Non-bank lenders are estimated to account for
over 90% of institutional term loans; non-banks,
which include CLOs, public BDCs and private debt
funds, accounted for 83% of sponsor-related
financing in 2018, up from just 32% in 2013 (LPC).
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ABOUT ENGLAND & COMPANY

England & Company is an independent investment bank focused on providing financial advice on mergers, acquisitions, restructurings,
and capital-raising to owners, executives, and boards of directors of public and private companies. The firm's clients include leading
companies in the Healthcare, Energy & Industrial Growth, and Business Services markets. Founded in 2003, England serves its clients
through offices in Houston, New York, and Washington, DC.

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

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.

CONTACT US:
For more information about England & Company’s private finance capabilities, please contact: 

REPRESENTATIVE TRANSACTIONS

Craig W. England

Chief Executive Officer

(713) 357-9441

cwengland@englandco.com

Craig C. MacKay

Partner – Private Finance

(212) 235-0851

ccmackay@englandco.com

VENTURE CAPITAL

• $32.6 billion of venture capital was invested in
Q1-2019, the second-highest recorded quarterly
capital investment in the last decade.

• Although deal volume proceeded at a sluggish
pace through Q1-2019, consistent late-stage deal
flow contributed to increased overall investment.

• $50 million+ deals accounted for over 60% of
total deal value in Q1-2019, up from only 20%
back in 2009, highlighting the trend toward
larger funding rounds.

$15,000,000
Senior Notes

Exclusive Placement Agent

has been acquired by
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Private Equity VolumePRIVATE EQUITY MARKET

• Q1-2019 witnessed a noticeable decline in large
PE transactions. There were 649 closed deals
totaling $75.1 billion for the quarter, YoY
declines of 17.9% and 32.6% respectively.
Median deal size was lower in the quarter,
dropping from 2018’s full-year figure of $192.0
million to average $155.0 million in Q1-2019.

• Buyout EV/EBITDA multiples remained at similar
levels to previous few quarters. The median in
Q1-2019 was 11.5x, up slightly from 11.4x in Q4-
2018 and 11.3x in Q1-2018.

Venture Capital Volume

Source: PitchBook

Source: PitchBook
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