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You'll Want to Read this Column - Trust Us.

From prehistoric times until 2003, human beings cumulatively created QUOTE OF THE WEEK

five exobytes of data. That's five billion gigabytes. We now produce

that much information every 48 hours. We send out 100 million

emailsevery minute. Bombarded by this blizzard of bytes, we can't  “The markets are getting better
possibly manage it coherently. What to do? at shrugging it off.”

Welcome to the era of content curation. Like museum curators, - Brian Fenske, head of sales
custodians of wisdom and taste guide you to smart decisions about  trading, ITG, referring to the
what to read, what to wear and what to buy - all saving you time and =~ Greek debt crisis.

money. Just trust our judgment, they tell us.

For consumers, curation is the Google antidote. Rather than zillions of _

results generated from a black box algorithm, personal shoppers mail

you boxes of customized goodies via monthly subscription services. Winter Blues?
30-DAY FREE MEMBERSHIP
Here are some Samples: Join the leading voice of the middle

market. Try us free for 30 days.

Birchbox - This "discovery commerce platform" ships you fragrances, Lead Left
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lotions, body sprays, and hair products.

Blissmobox - Offers organic and green products. Like non-toxic office
snacks.

Babbabox - Children's' activity boxes and "super cute" parenting tips.

Barkbox - Yup, for pets.

And those are just the B's.

Shoedazzle - Shoes, bags and accessories just for you. From that __E!I!*!h_h_‘“*'i.“ﬂh g ———
doyenne of discrimination, Kim Kardashian. e et

T-Pain Fancy Box - $39 per month gets you "cool gadgets and JOIN

outrageous gifts" selected by the rapper himself. Sign us up!

Mystery Tackle Box - Our favorite. Reel in lures and bait "trusted by
the pros." Great gift for that special someone who'll treasure a unique
package of worms every month.




In the pre-web world of bricks and mortar, retailers had limited
curated lifestyle offerings (think Martha and Ralph). Even progressive New Release

mail-order houses, like Fruit-of-the-Month Club, were guessing which For Subscribers Only
27 varieties of grapefruits and pears you'd savor mid-winter.

: . State of the Capital Markets:
Today, the box is the new black. Make me smart, sexy, and rich, and Fourth Quarter 2014 Review and

Il hand over my buying power. The great promise of the internet was First Quarter 2015 Outlook
eliminating the middle man; curated consumption restores him,

adding good judgment. | ‘ ‘

As Steve Powell, senior advisor with Roark Capital, puts it, "First we
wanted 'Do It Yourself. Then we demanded 'Do It For Me." Now Bl
curation answers our plea, 'Do It With Me." " B

Fourth Quarter 2014 Review and
First Quarter 2015 Outlook

For middle market consumer companies, curation highlights trends.
For retailers, it allows a clearer path to consumers. Any community of
social media and bloggers who "follow" and "like" a brand enhances
its credibility. Manufacturers can then measure brand strength.

And what a community! The average millennial has 250 friends and
spends almost 18 hours a day consuming media. They all want to
follow the herd, yet be distinctive. Curated consumption not only tells
you what to buy, it tells your friends to tell you what to buy.

From caveman to crowdsourcing: the community has become the
curator.

This column first appeared in Middle Market Growth, the official publication
of ACG. Randy Schwimmer's column, MidPoints, is a reqular feature there.
You can read MMG by clicking on this link.




Wells Fargo Capital Finance Refi Chill

This week we continue our conversation
with Barry Bobrow, Managing Director,
head of Loan Sales and Syndications,
Wells Fargo Capital Finance. Wells Fargo

Loan repayments have declined since July 2013, as widening spreads foil
issuers looking to cheapen borrowing costs.

Repayment Rate (LTM)

Capital Finance is one of the largest coooe

pr'ov1ders of asset-based loans to l.arg.e, o /\

middle market and small companies in the / \—/\
United States. 4000%

Second of two parts - View part one 3000% \’\/ \’_\

20.00%

The Lead Left: How about favored industries

right now? 1000%

Barry Bobrow: Thomson Reuters reports 0001@ B I N
that the number one industry for ABL is I S R R I B e I S e g e
retail. That represents about a third of the

syndicated loan market. Retailers, given Source: SEC filings, ratings reports, market sources, S&P/LSTA Index

their large base of easily liquidated assets,
work well in our business. Other sectors
where ABL continues to see activity
includes metals, chemicals, and
transportation, which of course are more

cyclical. Energy is a strong ABL sector; we STAT OF THE WEEK
don't lend against reserves, but are pretty

comfortable with the commodity in storage Feb 2015 Jul 2014 Aug2009  Dec 1998
and pipelines, and can lend against fixed Lean Hogs (per pound) $64 $134.17 $43.85 $21
assets.

Source: OFDP

TLL: Speaking of energy, how has the fall of oil LOAN STATS AT A GLANCE
prices impacted ABL?




BB: ABL is an ideal structure to use since
the borrowing base adapts automatically to
falling prices of your inventory. You just
need to track values carefully. I would
expect some of the stronger oil-field service
businesses may migrate to ABL.

" 2014 was a record year for new
money - almost all of the jumbo
deals were upsizings."

TLL: Barry, talk about noteworthy deals you 're
seeing in the market.

BB: There are a couple of leveraged
retailers in market right now that I don't
want to name. We haven't seen a lot of
M&A in general and certainly not in the
retail space. Leverage is relatively high so
there will be interesting deals to watch.
Despite the high level of global Mé&A last
year much of it was high grade and
corporate to corporate debt and not a lot of
it found its way to the asset based market.
I'm hoping we see more event driven
financings this year.

TLL: Are smaller middle market lenders
consolidating?

BB: Because of the cost structures of the
larger banks, many are moving away from
smaller transactions. The breakpoint is
going to be different for every bank. To
take advantage of this, several BDCs are
buying small-end ABL firms. That's a real
trend. As more capital flows into the BDC
space, I would expect you'll see more of
that activity.

TLL: A big change since 2011 is the regulatory
pressure on banks regarding "risky loans.” How
is that affecting asset-based lenders such as
Wells Fargo Capital Finance?

BB: Many good old fashioned asset-based
loans are now being labeled as leveraged
loans under the new guidelines. Because of
overall leverage and cash-flows, there's a
risk that many of these may encounter
difficulties in approval due to their
potential regulatory rating. Just the fact that
banks are also so focused on Leveraged
Lending Guidelines has the risk of causing
slower processes and uncertainty. There are
a lot of non-banks looking to see if there are
opportunities to fill a void.

Provided by:
S&P
.’ CAPITALIQ

This Week Last Week 6MO Ago YR Ago

New-Issue Clearing Yields
$200M or less 6.92% 6.92% 7.69% 6.96%
$201M - $350M 6.44% 6.22% 6.59% 5.35%
6.47% 6.25% 6.35% 5.12%
5.93% 5.93% 5.17% 4.44%

Middle market (= $50M) 6.88% 6.64% 6.21% 6.63%
Large corporate (> $50M) 6.12% 6.04% 5.32% 4.71%
Large corporate single-B (> $50M) 6.25% 6.20% 5.35% 4.89%
Middle Market Credit Stats

Sr/EBITDA 4.8 4.8 4.7 5]
Debt/EBITDA 4.8 4.8 4.8 5.1
Middle Market Index Data

Monthly Returns 0.55% 0.25% 0.01% 0.31%
Average Bid 95.55 95.38 98.58 99.29

Source: S&P Capital IQ

Contact: Cuong Huynh
cuong.huynh@spcapitalig.com

LEVERAGE LOAN INSIGHT & ANALYSIS
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65% of U.S. CLO 2.0s have no bond or structured finance holdings
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Source: Thomson Reuters LPC

As managers grapple with possible structures to work within the
context of new finalized risk retention rules, the process of amending
CLOs that are not Volcker compliant also continues. According to
Thomson Reuters LPC Collateral, 58 percent of U.S CLOs have no bond
or structured finance holdings compared to only 19 percent of European
CLOs. Even more relevant, U.S. CLO 2.0s (excluding CLOs issued
beginning in 2014) hold much less in non-loan assets than 1.0s. In fact,
65 percent of CLO 2.0s have no bond or structured finance holdings
versus only 20 percent of CLO 1.0s. How much are they holding? Fifty-
five percent of European CLOs have one tenth or more of their
portfolios invested in non-loan assets versus four percent of U.S. CLOs.
In the U.S., 97 percent of CLO 2.0s hold less than five percent in non-
loan assets. This figure falls to 62 percent for CLO 1.0s. Given that the




TLL: Are these regulations having a chilling
effect on ABL? Is that the intention?

BB: The intention of the regulators is to
make sure that the banks they regulate are
not engaging in unsafe and unsound
practices. The challenge is that many asset-
based loans are getting caught up in this
from a definitional standpoint. It's certainly
not the intention to stop banks from making
good loans. As one of my industry friends
said, some of the impact on asset based
lending from the leveraged lending
guidelines is really "collateral damage".

TLL: What about from a syndication
perspective?

BB: Most of the market will not be
impacted by the guidance. Having said
that, the guidance could definitely put a
chill on syndication market for certain
deals. In the past, new asset-based deals
which might not have been rated "pass" by
the regulators could often be syndicated,
but given the new guidance they cannot.
For existing portfolio names that are not
pass rated there may still be some
syndication market, but the new deals will
need to show some sort of structural
improvement. Every bank needs to
formulate its own policies, which will take
some time and in the meantime syndication
could become a bit more challenging.

TLL: What worries you about the market this
year?

BB: Regulatory changes could certainly
dampen M&A related deal activity, which
could reduce volume. Also, until banks are
on a better footing with respect to their own
leveraged lending policies, there will be
more uncertainty. One member of a panel I
was on recently said that the traditional
drivers to asset-based lending are not
driving it right now. It's not M&A activity.
It's not LBO flow. Certainly not a lot of
restructuring going on. Much of the
refinancing from last year won't be back in
market soon so I guess I wonder what will
be the drivers this year. It's a bit early to
say.

TLL: And what was your biggest surprise of
20147

BB: Looking back, it was the impact of

July 2015 deadline will make it difficult for banks to own notes of non-
compliant CLOs, as of now, roughly eighty percent of the $142 billion in
2011-2013 vintage CLOs will still be impacted. Underliers

Contact:

Colm Doherty
Colm.doherty@thomsonreuters.com
Ioana Barza
ioana.barza@thomsonreuters.com
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COX 1G e Basis (ight-hand scale)

European investment grade credit has comfortably outperformed its US
counterpart over the past 12 months. Based on the differing fortunes of
the respective economies in the two regions, this might seem surprising.
But the basis between the Markit iTraxx Europe and the Markit CDX IG
indices demonstrates the trend quite clearly.

In the first-quarter of 2014, the European index was trading up to 10bps
wider. The basis gradually narrowed throughout the year, and by the
fourth-quarter and in the initial weeks of 2015 the Markit iTraxx Europe
was trading well over 10bps tighter than the Markit CDX IG.
Compositional effects probably account for a significant portion of the
divergence. US credit is more heavily exposed to energy exploration and
production, and the precipitous decline in the price of oil can have
negative impacts for certain names, if not for the broader economy.

But in recent days the trend has gone into reverse. The basis has shrank
from 12bps to 6bps as US credit rallied and Europe lost ground. It is
more than likely that the uncertainty around Greece is weighing
disproportionately on European credit. There was a flickering of
contagion after Greek Prime Minister Tsipras made a defiant speech
earlier this month, and risk aversion can flare up following news of the
continued impasse between Greece and its European creditors.

However, this needs to be kept in context. Spread widening has been
limited - at 58bps the Markit iTraxx Europe is only 8bps wider since the
beginning of February. The ECB's full QE programme will surely act as a




jumbo deals. It was a record year for new
money - almost all of the jumbo deals were
upsizings. As a result, Thomson Reuters
reports that 2014 was the biggest new
money deal year. We probably won't get
that again this year. I suspect we'll continue
to see companies seeking to lengthen
maturities while rates are attractive and
potentially converting their higher-cost of
capital to asset-based facilities wherever
possible. That will still keep us very busy,
but I don't think we'll see a repeat of 2014
for a while.

Contact: Barry Bobrow
barry.bobrow@wellsfargo.com

Growth

The Double Bottom Line

Virginia P'an had a dream: to build the
premier eco-friendly products company.
No naive millennial, Ms. P'an was the first
woman vice president at American Express
Bank, the first female adviser to the Hong
Kong Stock Exchange and the first female
Chinese-American professional on Wall
Street.

The road to that dream took a little longer
than expected. Her passion to do good, Ms.
P'an discovered, didn't lessen the challenge
of gaining scale and mass distribution to
get her plant-based cups, plates and bowls
on retailers' shelves.

But the climate for entrepreneurs like
Virginia P'an is changing. Investing in
companies with measurable social or
environmental impact is adding a
conscience to capitalism...

Click here

to read Randy Schwimmer's MidPoints column
in the latest issue of Middle Market Growth
magazine.

compressing factor, particularly for names at the lower end of the credit
spectrum. The chase for yield may get even more competitive.

The conventional wisdom is that a deal will be reached on Greece, even
if it is only a short-term agreement for the next few months. This
remains the most likely scenario. But the probability of a disorderly exit
from the euro is certainly higher than it was last year, and the hedging
of tail risk is no doubt driving some of the recent volume in the main
index. Investors may also be using CDS index options as a cheaper
method of protecting against a "Grexit".

Contact: Gavan Nolan
Gavan.Nolan @markit.com

THE PULSE OF PRIVATE EQUITY
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Better Data. Better Decisions.

MEDIAN HOLD TIME (YEARS)

— Corporate Acquisition IPO Secondary Buyout

Hold times are leveling out

Hold times for PE portfolio companies have been steadily creeping
upward since about 2009, peaking around five and a half to six year
medians. The rates of increase has either evened out or dropped (in the
case of IPOs) as exit ramps have opened up. That's good news for a few
vintages that had to effectively postpone liquidity because their exit
routes were closed off during the recession. Now that exits are strong
and are expected to maintain their strength in the near-term, we expect
hold periods to steadily drop back down around four to five years.

It's unlikely we'll see them drop down below four-year medians,
however, like we saw back in 2007. Even with exits coming back strong,
PE firms are more operationally focused today compared to ten years
ago, when it was easier to turn over investments without significant
value-add. The PE model has evolved (some say matured) into a process
that involves more value creation, principally through add-on
acquisitions. One consequence of that is a slightly longer time horizon




for investments.

Contact: Alex Lykken
alex.lykken@pitchbook.com

SELECT DEALS IN THE MARKET

Arranger Sponsor Industry y* Spread LIB Fir OID

Cole-Parmer Instrument (1L)(CL)(AO) Golub GTCR Golder Rauner Manufacturing 50 N/A B/B3
Cole-Parmer Instrument (2L) Golub GTCR Golder Rauner  Manufacturing 24 N/A B/B3
CSP Technologies (2) Barclays Wendel Group Chemicals 170 600 100 98 B/B3
DBRS Limited (CL)(2) Cs Carlyle Group Services & Leasing 250 525 100 99 NR/NR
Digital River (1) Macquarie SIRIS Capital Group  Computers & Electronics 255 650 100 98 B-/B2
Global Knowledge Training (1L)(CL)(2) CS Rhone Capital Services & Leasing 175 550 100 99 B+/B2
Global Knowledge Training (2L)(4) CSs Rhone Capital Services & Leasing 50 950 100 98 B+/B2
Hoover Container Solutions (2) Macquarie  First Reserve Corp Manufacturing 165 675 100 98 B/B2
Mirion Technologies (CL)(1) (o] Charterhouse Equity =~ Computers & Electronics 280 475 100 99 B/B2
Nellson Nutraceutical (1) Kohlberg & Co. Food & Beverage 240 500 100 99 B/B2
—
Sabre Industries (CL)(1) BNP Kohlberg & Co. Metals & Mining 255 500-525 100 99 B/B3
Vestcom International (CL)(5)(A0) GE Court Square Capital Services & Leasing 15 425 100 99.5 B/B2
Averages 166 616 100 99

* Senior only Call Schedules

** May be estimate based on leverage. Assumes unfunded revolver  (1L) First Lien (1) 6 Month 101

NA Not Available } (2L) Second Lieq Flex Up (2) 101

All dollar amounts in $MM (CL) Covenant Lite (3) 102/101

Corporate ratings unless otherwise noted D) Dividend 4) 103/102/101

P ’ EAE)) Add-On Flex Down Es% 1 Mc/mth/101
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This publication is a service to our clients and friends. It is designed only to give general information on the market developments actually covered. It is not
intended to be a comprehensive summary of recent developments or to suggest parameters for any prospective financing opportunity.




