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GENERAL MARKET OVERVIEW

The fundamentals of the U.S. economy in Q2-2019 continued to bode well for

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

market public and private companies.

Equity Markets – Fueled in part by the prospect of a resolution to the US/China

tariff war, the equity markets performed strongly in H1-2019. The S&P 500 Index

recorded its largest first-half gain since 1997, and the DJIA’s June advance was

the largest monthly increase since 1938.

GDP – Economic growth expanded in Q2-2019, with a quarterly annualized GDP

growth rate of 2.1% through June, down from 3.1% through March 2019. The

June ISM Purchasing Managers Index stood at 51.7, which marked the 122th

consecutive month of growth in the overall economy and the 34st straight

month of growth in the manufacturing sector. While the growth is positive, June

had the lowest reading since October 2016.

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

increased by 224,000, following May which only added 72,000 jobs. June payrolls

were well above the market expectations of 165,000. Professional and business

services led the job gains, followed by healthcare, and transportation and

warehousing. Wages rose 0.2% for the month (3.1% YoY), just below market

expectations of 0.3%; the unemployment rate and labor force participation rate

both increased slightly to 3.7% and 62.9%, respectively.

Inflation – The personal consumption expenditures price index was up 2.1%

through June 2019, just outside 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 raising the potential for easing.

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

close to a record-setting pace in 2019. $16.6 billion was raised in Q2-2019,

compared with $6.4 billion in the prior year period. Approximately $36 billion

was raised in H1-2019. For perspective, direct lending funds raised less than $10

billion in 2010.

BENCHMARK INDICES

Index                        Jun-2019 Jun-2018
3-Mo. LIBOR 2.32% 2.34%
5-Yr. UST 1.76% 2.73%
10-Yr. UST 2.00% 2.85%

S&P 500 2,942 2,718
DJIA 26,600 24,271
NASDAQ 8,006 7,510

LOWER MIDDLE-MARKET DEBT METRICS

Pricing Leverage
Unitranche L+5.00-10.00% 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

Exclusive Placement Agent

CrossRoads Extremity Systems, a foot and ankle
focused orthopedic implant company, was
acquired by HealthpointCapital. Healthpoint is a
New York-based private equity firm that invests
in the orthopedic sector.

England served as the exclusive financial advisor
to CrossRoads in its sale to Healthpoint.

Sell-side Adviser

has been acquired by

Catalyst OrthoScience, a leading shoulder
replacement orthopedic company, raised a
Series C-1 Preferred Stock financing round.

England served as the exclusive placement agent
for Catalyst.

$12,700,000 

Series C-1 Preferred Stock
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U.S. Middle Market Loan Volume

Institutional (Non-Banks) Pro Rata (Banks)

LEVERAGED LOAN MARKET TRENDS

• Driven by a decline in LBO activity of over 50%, U.S. leveraged loan issuance declined in Q2-2019 as institutional supply slid 11% from
Q1-2019, to $68 billion, the lowest quarterly issuance since Q1-2016. Total leverage loan volume, at roughly $99 billion, was also the
lightest since that 2016.

• Q2-2019 value of M&A transactions was $37 billion, a 28% decline from Q1-2019 and a 56% decline from the prior year. Total
acquisition-related issuance from private equity–controlled issuers, including LBOs and other M&A transaction volume, was only $24
billion, over 40% below the 3-year quarterly average of $40 billion.

• As M&A volume lagged, opportunistic deal volume remained light as repricing opportunities no longer exist at current yield and credit
spread levels. Dividend deals hit a four-quarter peak, but at $8 billion, had little impact on the overall volume total.

• 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

$35.0 Building Materials Littlejohn & Co.
L + 575 bps, 100 bps L-
Floor

Utopia Holdings, LLC $25.0 Oil & Gas Riverstone
L + 425 bps, 100 bps L-
Floor

$70.0 Forest Products Sterling Group L + 500 bps

$60.0 Food & Beverage Kainos Capital
L + 600 bps, 100 bps L-
Floor

$16.6 Food & Beverage Kainos Capital
L + 375 bps, 100 bps L-
Floor

$20.0 Computers & Electronics Searchlight Capital
L + 475 bps, 100 bps L-
Floor

$25.0 Wholesale Trade Texas Pacific Group
L + 450 bps, 100 bps L-
Floor

Source: S&P LCD

RECENT MIDDLE-MARKET TRANSACTIONS

Source: LCD, an offering of S&P Global Market Intelligence
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Acquisition Related Middle-Market Volume

Source: LCD, an offering of S&P Global Market Intelligence
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Borrower Amount ($million) Sector Pricing

$15.0 Infrastructure L + 300-350 bps

$70.0 Retail Prime Rate

$60.0 Medical N/a

$100.0 Specialty Industries L + 225 bps

Source: S&P LCD

ABL STRUCTURES

• Q2-2019 ABL volume was $26.5 billion, an 8%
increase over Q1-2019, but down nearly 17% from
the record quarterly high in Q4-2018.

• In H1-2019, there were 143 ABL deals completed,
which represents the lowest first half total since
H1-2015. The Q2-2019 deal count of 73 was 13%
below the Q2-2018 deal count and 23% below the
Q2-2017 deal count.

• Drawn ABL pricing dropped to L + 164 bps in Q2-
2019 from L + 186 bps in Q1-2019, the lowest since
Q2-2007 when it was L + 162 bps.

ABL Pricing Trends

Source: Thompson Reuters

DEMAND

• With the diminished prospect of Fed rate hikes, the relative attraction of floating rate loan assets has fallen in recent months.
When coupled with the fear of a slowing economy and looming recession, overall loan investor risk appetite has cooled and
consequently, the proportion of new issue pricing flex tightening in favor of borrowers declined precipitously from over 60% in April
to about 20% in June 2019.

• Loan refinancing activity continued to be depressed in 2019; just $29 billion of refinancing-related loans were issued in H1-2019
(the lowest figure for any comparable period since 2009), vs. $86 billion through H1-2018. In addition, while spreads have
retreated from fourth-quarter peaks, they remain elevated, eliminating the prospect of opportunistic refinancings.
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DEFAULT RATE EXPECTATIONS

• According to LCD’s quarterly market survey, portfolio
managers expect the pace of U.S. leveraged loan defaults,
which stood at 1.2% at the end of June 2019, to remain
well below the historical 2.9% average through 2020.

• As the aggregate proportion of lending by conventional
banks and securities firms continued to contract in H1-
2019, hedge funds and other relative-value and
opportunistic investors have become more active in the
institutional new-issue market, increasing from 3.4% to 8%
of the market. Widening credit spreads attributable to
reduced risk tolerance and aversion to floating rate
instruments served to increase attainable loan yields. 0.0%
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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

• $66.0 billion of venture capital was invested in
H1-2019, nearly on pace to match 2018’s record.
If the pace holds, 2019 would mark the second
consecutive year in which VC investment has
topped $100 billion.

• 123 mega-deals ($100 million +) closed in H1-
2019, accounting for 44.6% of total VC
investment, up from 13.1% in all of 2013.

• VC fundraising is in-line with historic averages
after a rebound in Q2-2019, with VC funds
closing on $20.6 billion in commitments in H1-
2019.

$15,000,000
Senior Notes

Exclusive Placement Agent

has completed a 
management buyout

Financial AdvisorExclusive Placement AgentExclusive Placement AgentExclusive Placement Agent

Private Equity VolumePRIVATE EQUITY MARKET

• Q2-2019 witnessed a noticeable uptick in both
deal value and closed deals relative to Q1-2019.
There were 1149 closed deals totaling $176
billion for the quarter. As a result, H1-2019 is
approximately in-line with figures reported for
H1-2018.

• There were a number of prominent PE-backed
IPOs in Q2-2019, pushing the value of these IPOs
to $22 billion, the highest in 5 years.

• Median deal sizes have soared in 2019. Through
H1-2019, median U.S. PE deal size leapt to $276
million from $190 million in 2018.

Venture Capital Volume

Source: PitchBook

Source: PitchBook

Undisclosed Engineering 

Services Company

$55,000,000
Senior Notes

$15,000,000
Second Lien Term Loan
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$12,700,000 
Series C-1 Preferred Stock


