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 Outflows from loan fund, on aggregate, have continued in 2019. Conversely, high-yield funds have 
seen inflows. These conflicting trends represent the continued risk-off by the “market” and the repositioning 
of risk-seeking investors now that interest rate hikes are set to cease for the foreseeable future. 

 Did you ever have one of those moments, where you just can’t listen to people whine anymore?  Yes, so did I.

 In recent days, it seems that baseball has been replaced as our national pastime by whining.  Everyone 
has a gripe, these days.  **Deep sigh**  Good Lord, please stop!

 The last time I checked, whining was not a solid formula to achieving goals or to solving problems.

 One of my heroes growing up was baseball manager Sparky Anderson.  And Sparky is still one of the 
managers that I emulate to this day in the business world.  Sparky managed over 4,000 games in the major 
leagues.  When asked about managing his first game, Sparky replied, “Was I nervous? Oh my God!  I was nervous 
every single game I managed!  …When they hired me, I thought they were nuts. How can you hire someone 
who has never managed in the major leagues…I thought somebody around here is nuts!  But I’m going to 
tell you something, and this is what I believed. I never, ever was afraid to go into the river.  The river is where 
no cowards go, and the bank, right, is for the cowards. But it’s a funny thing, and I don’t really know how to 
explain it, I never was scared. I managed 26 years in the Major Leagues and I never had a day that I personally 
was scared. I don’t know why. I can’t explain it. I have no idea.”

 Do you hear any whining there? Me neither. Saddle up and let’s go. I could write about Sparky Anderson 
all day long. There is simply no way to tackle a challenge other than attacking it straight on. How do you eat an 
elephant? One bite at a time. Enthusiasm and positive energy almost always lead to something positive in the 
end.  Complaining and negativity lead to disappointment.

 We live in an absolutely magical era of technology, rapid growth and change and insane mobility.  I 
have the entire record of human history in the palm of my hand!  Are you kidding me?  If I could travel back 
in time 35 years and tell the high school version of myself how easy it would be to gather information for this 
newsletter, I would not even believe it, even coming from myself!

 Whatever the situation that a person is in, those circumstances only have the power and the characteristics 
that I give to them from my own mind. Nothing in my life has any inherent qualities, until I generate those 
qualities with my own ideas. Things turn positive as soon as I decide that they should be positive. Abraham 
Lincoln once said, “Most people are about as happy as they make their minds up to be.”

 Why is there so much negativity being spewed everywhere that we turn? Because a lot people want 
things to be negative. Don’t fall for it.

 I’m on guard because many of the largest economies in the world are slowing and possibly may even 
be contracting. We may be on the cusp of a global recession. I’m concerned about debt levels pretty much 
everywhere in our country and in the world. But none of that is going to stop me from believing that this is 
the best time ever to be alive and that this is the best country that has ever existed. And that capitalism is the 
answer to every economic problem that exists.

 And it isn’t going to stop me from being positive and optimistic about the future.

 But yes, we are swimming in a sea of debt and the global economy is slowing.  And that’s not whining, 
it’s just the truth.
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 The world has a lot of problems, an obvious understatement we know. Many of these take the form of long 
standing economic issues that linger on. One of these such issues, which has the potential to morph into a much 
larger problem is the rising debt levels across the developed world. Instead of listing all the ways this could create 
more issues, the following research highlights how the developed economies of the world entered this situation 
and one area of potential relief, 5G technology. 

 A few months ago we wrote about the changes to be expected in retail following the expansion of 5G 
telecommunication service and the internet of things (IoT). Implicit in this argument and analysis is the assumption 
that the retail industry will develop these changes or advances because they are more efficient. Of course, there is 
always the necessity that consumers will embrace a new technology due to sheer popularity. At its core, new 
technology becomes popular because it affords an easier way to do something.

 Stepping back and analyzing the potential effects of 5G on the economy can provide some solace for 
rising debt levels and diminished productivity throughout the developed world. Economic growth since the 1980’s 
has been driven by financial deregulation and and abundance of new technologies. Following the expansion of; 
computers, the internet and smartphones, etc.,  into daily living and business, the world has been in need of 
another technological advance to drive increased productivity. The expansion of 5G, the Internet of Things and 
the like might prove to be the push economies need to continue growth in the 21st century in the face of slowing 
productivity & population growth, and rising debt levels. 

Recent Productivity Growth & 5G 

 Chart I below shows the change in multifactor productivity in the United States from 1992 to 2016. As the 
trend suggests following the information-technology boom in the 90’s and early 2000’s, productivity has been on the 
decline. The recent decline in productivity is well documented and has been the focus of much economic research. 

 5G has the potential to create the next wave of productivity growth through the sheer speed in which it 
allows data to be transferred and shared. While such claims may appear vague, one only needs to look back in history 
at the effects of decreased latency (or wait times) for information and resources. Think about the effects of the 
telegraph, the radio, the phone and the internet had for sharing information and eventually resources. When this 
is combined with the fact that many parts of developed economies depend on the sharing of data, expertise, and 
know-how, 5G really has the potential to change the way businesses and people operate much like the internet did. 

CHART I

Source: Bureau of Labor and Statistics

 For this reason, IHS and a number of others have been optimistic on the benefits of 5G on the global 
economy. IHS categorized three broad areas of advances: Enhanced Mobile Broadband, Massive Internet of Things 
and Mission Critical Services. On average, they estimated that 5G will contribute on average 4.6% to global 
GDP, Chart II. 

 One such way this technology will increase productivity and increase GDP is through more efficient 
automation and robotics (WSJ). While this will displace current jobs (a topic to be discussed shortly), the advances 
will drive innovation and growth in new and current industries that allow for the more efficient use of the most 
important part of the economy, human capital!

CHART II
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Productivity, Population Growth and Total Debt 
 
 During the highlighted timeframe (1990’s - Today), debt levels have risen in aggregate. Unable to grow 
out of, or amortize enough of the outstanding debt from previous cycles, debt levels have continued to climb in 
the U.S. and throughout the developed world. Exceptionally low interest rates have contributed to this trend by 
allowing debt levels to remain elevated due to stagnate debt service requirements. 

 Chart III, taken from Ray Dalio’s Big Debt Crisis. shows the growth of debt in the U.S., and story is similar in 
other developed nations. The issue of rising debt levels has become so salient because to its intricate socio-economic 
ties: who will bear the future liabilities, how will creditors received the payments they were promised and what 
changes must be made to prevent such an issue from arising again? 

CHART III

Source: Big Debt Crisis

 As Ray Dalio addresses early on in his analysis, the underlying issue with growing debt, is that a restructuring 
will have to occur and that means someone will bear the cost, the debtors or the creditors. Or presented from a 
social context how will the eventual resolution of this debt crisis affect those that stand to benefit (investors and 
those promised pension and other entitlement programs), and those who have to bear the costs (current and 
future generations). 

 More specifically, in a time with a slowing population growth and rising entitlement benefits, generic debt 
forgiveness can be problematic for those that depend and will depend on the income from these obligations. On 
the other side, current and future generations are looking at debt levels that seem to be growing without limit. 
Such an issue can materially hinder economic growth and create economic uncertainty, such as the current 
situation in Southern Europe. 

 In modern economic history, the issue of debt was more easily resolved with the combination of population 
growth and productivity growth. These two factors lead to steady GDP growth. While there were some major 
disruptive socio-economic events along the way, policy-makers could confidently rely on, at the very least a growing 
population to buoy long-term growth rates, not so today (Chart IV). Simply put, real GDP growth diminishes debt 
burdens as countries are able to outgrow their debts, such as the U.S. after WWII.

 
CHART V

Source: Our World in Data

5G and newfound productivity. 

 Today, faced with declining or stagnating population growth, productivity has to become the bigger driver 
of GDP growth. As productivity growth has slowed, policy makers have relied on monetary policy to encourage 
growth. These policies, like any, eventually have diminishing returns as the economy needs to grow in a more natural 
way. As the U.S. and the developed world search for ways to resolve growing sovereign debt and entitlement programs, 
a boom in real GDP growth will go a long way to mitigating the negative effects of this issue. 5G technology can be 
the catalyst to get the U.S. and GDP growth on a more sustainable track. 

 5G technology will create new jobs and industries, and will provide innovation for numerous other industries. 
Consequently, it will push large segments of the population out of their current jobs and industries, but positively, 
this will free them to engage in new and more productive jobs. Combined with the right policies to guide displaced 
workers and encourage growth in new industries that stand to benefit from 5G, the changes that it is expected to 
bring can provide a platform for new and innovative growth. 

 That’s the real promise of 5G technology, a new platform to help economic growth and provide some 
reprieve to the stagnation in developed economies. It won’t magically cure the issues of high debt levels but it can 
provide the growth needed to make tough policy and investment decisions a little less painful in the years ahead.

5G Technology, Productivity and Debt
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https://www.principles.com/big-debt-crises/
https://ourworldindata.org/world-population-growth


  

Lower Middle Market: Bank of Montreal backs VERTU and 
BDC Capital in Firmex investment

 Bank of Montreal provided debt financing to 
support VERTU Capital and BDC Capital in their acquisition, 
alongside company management, of Firmex from Novacap.
Firmex is a global provider of virtual data-room and secure 
document sharing. Novacap acquired the Toronto-based 
company in 2016 via NOVACAP TMT IV, which closed in 2014 
with C$375 million in commitments dedicated to investments 
in the technology, media and telecommunications sectors.
 Novacap targets investments in companies valued 
at C$30 million to C$300 million or more with annual sales 
of C$30 million to C$500 million or more.
 VERTU typically invests across late-stage growth 
capital, buyouts, PIPEs and public-to-private transactions for 
companies with C$20 million or more in revenue.
 BDC Capital, the investment arm of the Business 
Development Bank of Canada, invests across venture 
capital, growth and transition capital, and growth equity, 
with the last strategy focusing on minority investments 
of C$3 million to C$25 million for middle-market growth 
businesses.

– Thomas Dunford
thomas.dunford@levfininsights.com
212.205.8552

Lower Middle Market—Update: Pinnacle Dermatology, an 
AB Private Credit borrower, acquires Calumet Dermatology
 Pinnacle Dermatology, which in May 2018 tapped 
AB Private Credit Investors for $75 million in senior 
financing for add-on acquisitions and growth, today said it 
has acquired Calumet Dermatology in Calumet City, Ill., and 
Dyer, Ind.
 Joliet, Ill.-based Pinnacle Dermatology offers 
medical, surgical, cosmetic and pathology lab services 
throughout the Midwest.
 Chicago Pacific Founders invested in Pinnacle 
Dermatology in March 2017. The private equity firm was 
formed in 2014 and focuses on the healthcare sector, 
investing up to $75 million per transaction.
 AB Private Credit served as sole lender and 
administrative agent on the May 2018 credit facility. As of 
Dec. 31, the firm managed about $7.8 billion in investable 
capital. 

– Thomas Dunford
thomas.dunford@levfininsights.com  
212.205.8552

Lower Middle Market: PNC Bank is admin agent on financing 
for Platinum’s LBO of Orbit Irrigation parent Pro-Mark

 PNC Bank is serving as administrative agent on 
financing to support Platinum Equity in its acquisition 
of Pro-Mark, the parent company of Orbit Irrigation and 
Hydro-Rain, from an affiliate of the company’s founders. 
Steel City Capital Funding, a division of PNC Bank, provided 
a portion of the financing.
 Orbit, based in Salt Lake City, is a provider of 
irrigation systems and related products for the residential 
home improvement markets. Hydro-Rain serves the 
professional market with a line of contractor-grade 
irrigation and lighting products. Orbit CEO Stuart Eyring 
will remain in his current role following the transition in 
ownership.
 Platinum said the acquisition reflects its 
commitment to investing in the lower middle market. 
The private equity firm in June 2018 closed its dedicated 
lower-middle-market vehicle, Platinum Equity Small Cap 
Fund LP, with $1.5 billion in commitments to complement 
its flagship $6.5 billion Platinum Equity Capital Partners 
IV LP.
 Steel City Capital Funding is a specialty finance 
company serving middle market companies and private 
equity sponsors, expanding on the capabilities of PNC 
Business Credit. Steel City generally targets hold sizes 
of $5 million to $30 million for companies with annual 
EBITDA of more than $5 million.
 Wilkie Farr & Gallagher served as Platinum Equity’s 
counsel on the transaction. Bennett Tueller Johnson & 
Deere served as counsel to Pro-Mark. Lincoln International 
served as exclusive investment banking representative 
to Pro-Mark.

 – Thomas Dunford
thomas.dunford@levfininsights.com
212.205.8552

Lower Middle Market: CIT Northbridge arranges $24 million 
credit facility for Pocono ProFoods 
 CIT Group today said CIT Northbridge Credit, 
through its investment advisor CIT Asset Management, 
served as sole lead arranger on a $24 million senior credit 
facility for Pocono ProFoods.
 Pocono ProFoods is a family-owned distributor 
providing food and equipment to independent and 
multi-location restaurants and large-scale organizations 
spanning 14 states in the Northeast and Mid-Atlantic 
regions. The financing will support the Stroudsburg, Pa.-
based company’s growth.
 CIT Northbridge, a joint venture between CIT 
Bank and Allstate, provides revolving and term loan 
commitments of $15 million to $150 million to companies 
across various industries and business cycles, serving 
primarily as sole lender, agent, club participant or co-lender.
 
– Thomas Dunford
thomas.dunford@levfininsights.com
212.205.8552
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Quotes Of The Month

Video of the Lobby Bar at the Encore 
in Las Vegas

“Everything should be made as simple as possible, 
but not simpler.”

– Albert Einstein

“The best way to predict the future is to create it” 
- Abraham Lincoln
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