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Rush Street Capital is a boutique financial advisory firm that specializes in all 
aspects of debt: debt private placements, debt advisory, debt market surveys, 

mergers and acquisitions advisory, debt restructuring, special situations, and 
capital markets.

RSC Market Update - December 2017

Disruption Is Part Of Capitalism - In Fact, It Is Necessary To Drive Us

The past several years, one of the most overused terms in the business world has been “disruption”, 
“disruptive” or “disruptor”.  This has been a term used mostly to describe new, innovative companies like 
Uber or Air BnB, which seemed determined to institute sweeping changes to legacy industries.

But the reality is that being disruptive is what all businesses are meant to be.  Disruption is part of capitalism.  
It is what drives business to innovate, to create and to improve.

Who wants to invest in a company that is described as “non-disruptive”.  That is copy that we wouldn’t 
expect anyone to put on their company’s website, “Our company is really passive and friendly – we 
strive to be non-disruptive”.  Or could you imagine an investment memo that said  – “What makes this 
company great is how non-disruptive they are.  The company understands that their competitors have 
families too and that shouldn’t try to win all the time.  It would be unfair to disrupt the business models 
of their competitors and of the industry too much.”

That would be nonsense, because all businesses should strive to be disruptive every day.  

We believe strongly in the old saying that businesses are either growing or they are shrinking.  Along 
these lines, we believe that businesses grow by being disruptive.  In fact all business growth is a result of 
being disruptive.  And businesses that forget this fact – businesses that are not disruptive – well, those 
businesses have begun the process of shrinking.

The more important questions to ask are around “How To” be disruptive or how to be more disruptive.  
For older businesses, the question may be how to rediscover their once disruptive nature.  All businesses 
need to assess themselves regularly to stay current and remain relevant and competitive.  This task can 
be dizzyingly complex.  But no business should ever question their desire to be disruptive, to want to 
innovate, change and improve.  

Much of this process starts with trying to look at things from the prospective of your customers. 

Riding in a taxicab in Chicago 20 or 30 years ago was pretty common.  And let me tell you, it wasn’t a 
great customer experience.  There isn’t need to give a lot of details but suffice to say you needed cash, 
Dramamine, nose plugs and life insurance.  Fast-forward to today and most people under 30 in Chicago 
wouldn’t even know how to hail a cab, they don’t carry cash and they probably wouldn’t set foot inside 
of most taxis.  The entire customer experience has been disrupted and therefore an entire industry has 
been disrupted, changed and improved forever.  

As a result of this disruption, we have much better options as consumers when needing a ride somewhere.  
And as a result of this disruption, a lot of wealth has been created.  Disruption and capitalism go hand-in-hand.   
The drive to create wealth and the drive to innovate and improve appear to have the same DNA.  One 
leads to the other, in a never-ending cycle that we call the market-based economy.  Therefore, disruption 
is necessary to drive forward all businesses and our economy.  As the late, great Milton Friedman would 
often say, “there is no alternate way, so far discovered, that can hold a candle to the productive activities 
unleashed by a free enterprise system.”

So maybe what we are trying to point out is disruption that is also productive.  Businesses certainly 
don’t succeed because of disruption that is chaotic.  No business is going to work well by disguising 
chaos as activity and claiming to be disruptive.  However, being disruptive in the name of improved customer 
experience and in the name of improved productivity is exactly what each and every CEO should be 
striving for, every single day.
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“Effective leadership is putting first 
things first. Effective management 

is discipline, carrying it out.”

 - Stephen Covey
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Rush Street Capital Knows Healthcare
We’ve advised and closed a healthcare related financing in each of the last three months.

We are generalists by nature, but we’ll work hard to understand the intricacies of your business, determine 
the optimal capital structure and provide you with various financing options.
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For more information, visit our website at www.rushstreetcapital.com or contact us directly: 

Phil Kain, Managing Partner & Co-Founder, philkain@rushstreetcapital.com, 312-636-7274
Rick Lopez, Partner & Co-Founder, rlopez@rushstreetcapital.com, 312-882-4641

Rush Street Capital has moved 
offices. Please note our new 
address: 125 S. Clark St. 17th 
Floor, Chicago, IL 60603 

Lower Middle Market: General Tools & Instruments taps 
Twin Brook Capital to back purchase of PacTool International

Sponsor-backed General Tools & Instruments tapped Twin 
Brook Capital for financing to support the acquisition of 
PacTool International. Terms of the deal, announced earlier 
this week, were not disclosed.

General Tools & Instruments sells specialty hand tools 
including 8-in-1 screwdrivers and digital test instruments 
such as tape measures, laser measures and moisture 
meters. The company sells to hobbyists, DIY enthusiasts 
as well as professionals. High Road Capital acquired the 
business in 2014. 

PacTool International makes siding tools and gauges, 
specialty hand tools, cutting tools and blades. 
New York-based High Road Capital invests in companies 
with revenue of $10 million to $100 million and EBITDA 
of $3 million to $ 10 million. High Road will consider both 
control and non-control investments. 

- Kelly Thompson

kelly.thompson@levfininsights.com

773.867.1080

Lower Middle Market: Hasa LBO financing was led by 
Kayne Anderson Middle Market

Kayne Anderson Middle Market Credit was the lead 
arranger on the senior secured financing that supported 
Peak Rock Capital’s September acquisition of Hasa Inc., a 
Costa Mesa, Calif.-based producer of chemicals for water 
treatment in pools, tanks and containment vessels. The 
deal closed Sept. 8. The purchase price was not disclosed. 

Austin, Texas-based Peak Rock Capital invests up to $150 
million in companies that generate $50 million to $1 
billion in revenue. 

-Kelly Thompson

kelly.thompson@levfininsights.com

773.867.1080

Lower Middle Market: Arc Drilling buyer hits Gladstone Capital, 
Farragut Capital and Siguler Guff for debt & co-equity financing

Washington Equity Partners has acquired Cleveland-based 
Arc Drilling, an industrial manufacturer of electrical 
machinery used in gas turbines and aerospace engines. 
The PE firm lined up debt and co-equity financing from 
Gladstone Capital, Farragut Capital and Siguler Guff, the 
entities announced today. 

Washington Equity is based in Washington, D.C. The firm 
targets companies that generate $3-15 million in EBITDA 
in the aerospace, defense, government contracting, industrial 
& advanced manufacturing and software sectors. 

McLean, Va.-based Gladstone Capital, a public BDC, typically 
invests $5 to $30 million in companies with over $3 million 
in EBITDA. Farragut Capital, located in Chevy Chase, Md., 
invests $2 million to $8 million in similarly sized businesses, 
while Siguler Guff targets companies with $3 million to $15 
million. Siguler is based in New York. 

- Kelly Thompson 

kelly.thompson@levfininsights.com

773.867.1080

Lower Middle Market — Healthcare: Alpha Source hits MidCap 
Financial for senior debt in tandem with BC Technical purchase

MidCap Financial has provided Alpha Source with new 
senior debt financing in tandem with this month’s closing 
on the company’s acquisition of BC Technical. 

Alpha Source, a Baird Capital company, announced the 
closing on Nov. 21. Baird acquired Alpha Source in 2015.

The Milwaukee, Wis.-based borrower provides service and 
repair needs for medical device, diagnostic, and imaging 
equipment. The BC Technical purchase is the fifth under 
Baird’s wing. 

Earlier this year, Alpha Source bought Medical Optics, a 
scope repair company located in Florida. 

- Kelly Thompson

kelly.thompson@levfininsights.com

773.867.1080
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