
Charts of the Month

 Yes, it is that time of year already!  We write to you, from deep in the heart of the Holiday season, complete 
with all of its splendor and glory.  It is truly is the most wonderful time of the year; a time of reflection, joy, 
celebration and of course the inevitable review of the current year and planning for next year.  We wish you 
luck in that endeavor!! 

  The markets have gone from twinkling and flashing warning signs, to downright screaming at us.  
The yield curve has basically inverted, the stock market has been de-fanged and the bond markets are well, 
they aren’t having a great time of it, either. The long bull run may indeed be over, and the current period of 
Fed-tightening may have its days numbered, as well.  Some charts now show that it is more likely than not that 
the Fed will return to lowering interest rates by some time in 2020.  OK, enough Fed-watching for now. 

  We feel compelled to reiterate that interest rates and the yield curve are the results of actions taken 
by market participants; interest rates and the yield curve are the symptoms, not the cause. Interest rates are a 
function of risk and are also forward-looking, just like all capital markets. Markets are our clearest window into 
the future. And currently, they are telling us that the global economy is slowing down, more is coming and the 
U.S. economy is not going to be excluded or exempt.  Expansions cannot last forever and that appears to be 
what is happening at the present moment. 

  Debt, as we always like to say, is a wonderful thing when used properly, prudently and appropriately.  
Everything is best in moderation, just like mom used to say, right?  But when used imprudently or improperly, 
debt can become a heavy burden. Additionally, debt and debt markets go through short-term cycles, which 
last only in months and years.  These short-term debt cycles don’t last for generations or even decades.  That 
is why the current cycle seems so long in the tooth to market veterans. That is what we are hearing regularly 
from lenders in 2018. It has been another great run, but all good things must come to an end, at some point. 

  Another axiom about debt is that the availability of credit precipitates and accompanies economic expansion.  
Credit helps fuel spending, economic activity and economic growth. This has been true for centuries, regardless 
of location, industry, technology or economy. However, having discipline with this availability of debt is usually 
the rarest of commodities. It is very hard to say no when people (aka lenders) are handing you more money.  
Only the most strident and wisest of market participants can pass on their favorite dreams and ambitions, 
when being handed another helping of whatever they want. This inevitably leads to excesses, too much leverage, 
leads to the eventual downtrend and causes another short-term cycle to turn a full revolution. 

  So what are we supposed to do?  We operate in an industry full of market participants who get paid to 
buy companies, make loans and close deals. Yes, this is true, but they also get paid to make appropriate and 
prudent risk-based decisions. An old insurance friend used to often say – every job function should remember 
that they are in the risk-management business. So that is the formula for the day. We all are trying to do our 
best to manage risk and to make the best possible risk-based decisions, while still being productive and keeping 
the assembly line running.

 As we finish another wonderful year at Rush Street Capital, we would like to extend to you a sincere 
thank you for your support, your help and your confidence in us. We work hard every day for you, we try to 
learn lessons every day, we try to share that knowledge with you and we continue to be hungry for more information 
and more experience.  Thank you and May God Bless you this Holiday season!!

- Phil Kain

 Treasury issuance has surged ahead of corporate and mortgage bond 
issuances since 2008. Rising government deficits are propelling treasury issuances, 
while stricter underwriting standards have decreased mortgage bond issuance and 
encouraged corporations to tap the leveraged loan market. This change explains 
many of the complaints regarding a lack of yield and why credit investors have had 
to be creative these last 10 years in obtaining yield. (Source: The Wall Street Journal)

 A concerning trend has maintained in mortgage refinancings, the percentage 
of refinances that involve a cash out is reaching pre-crisis levels. 81% of refinances 
in the third quarter involved homeowners taking cash out. Positively, the amount of 
cash withdrawn is nowhere near the levels seen in 2006-08. Rising rates have helped 
discouraged homeowners from withdrawing too much cash, but the trend is a much 
needed reminder that re-levering one’s home in a rising interest rate environment 
can be hazardous. (Source: The Wall Street Journal)

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.
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Retail’s Next Evolution 

 Holiday Season shopping; long lines, crowded parking lots, cold walks, forgotten purchases, and not 
enough weekends to get everything done. This is the madness of annual holiday shopping and it’s a key driver for 
fiscal year financial performance at retailers. This year will be no different especially regarding the financial imperatives 
of a successful shopping season. On the backdrop of the Sears bankruptcy and the Toys R Us liquidation, public 
sentiment and investor concern surrounding retail is well found. All are aware of the massive changes that have 
resulted from online retailers and changing consumer preferences in their shopping experiences. For this reason, 
holiday shopping in 2018 could be a last hurrah for the status quo due to a new wave of technology. 

 The growth of consumer focused technologies, (iPhones can do just about everything nowadays) and the 
coming expansion of 5G are set to change the way we shop and interact with modern-day retail. Just as online 
shopping begin to change retail 10 years ago, so to will new technologies afforded by 5G. Holiday shopping a year 
from now will begin to well look much different next season and in the years to come as more interactive technologies 
for consumers and more advanced business solutions are developed as the result of 5G. As the 5G rollout expands 
in the U.S. expect retailers and businesses to experiment with new consumer experiences that incorporate this technology. 

 We’ll begin by addressing the most recent nail in the traditional retail coffin, storied and longtime retailer, 
Sears Roebuck has filed for bankruptcy. The Company has been quick to file a reorganization plan, it has not filed 
to liquidate, but it’s longevity is in serious question 1.  Without a major demographic shift or operational overhaul, 
one can argue the store will struggle to continue operations in the coming years and may well go the way of Toys 
R Us. This is the at times sad, but wonderful effect of capitalism. The evolution of a market will lead to the collapse 
of once storied business but allows for the growth of new, and hopefully more innovative enterprises.  
 
 The obvious evolution from this example has been the explosive growth of Amazon which now receives 
nearly 50% of all e-commerce revenue and 5% of total retail spend throughout the U.S. (see graphic below) 2

 

 

 The dominance of Amazon shows not only the importance of technology but the positive feedback 
loop that is created from changing consumer habits. This leads to the less obvious and easily overlooked role 
of monumental technology changes, such as 4G. As technology has advanced (better smartphones, 4G coverage, 
faster internet, etc.) it further propagated the growth of companies that could take advantage of this trend as 
evident by the advent of numerous online retailers. These technologies did more than just provide consumers 
a fast connection to the internet, they allowed for the transformation of retail to digital environments, at a 
breakneck pace. 

 Today, other traditional retailers are pivoting to avoid a similar fate as Sears, such as Walmart’s acquisition 
of JetBlue (online retail) and Macy’s proactively and more tactically reducing its store sq footage (closing 120 
stores since 2015). 3 Consumers are becoming all the more comfortable with a digital only shopping experience 
and 5G is set to further this (see chart below on the growth of mobile shopping). 

 

 5G wireless service has the capabilities to disrupt day-to-day living in much the way the internet did. 
The capabilities of 5G are far reaching but at its core, the technology allows for connectivity and speeds that 
are 100x faster than 4G, which opens up a world of possibilities 4.The speed alone will have pronounced 
effects, but even greater long-term change will come from the amount of connections the network can support. 
This new network allows currently unconnected devices and objects to now communicate across the internet. 
To get a flavor for this, the chart below projects the number of new devices that will be internet connected. 

 Source: Ericsson

 A common description for this mass connectivity is the Internet of Things or IoT (as shown in the 
chart above). Essentially, IoT is the network connectivity of billions of objects and devices that are not connected 
to the internet today. The connectivity of these devices will allow for everyday consumer goods such as 
appliances (refrigerators, pantries, etc.) and vehicles and business inventory, goods, supply chain data, etc. to 
interact while providing real-time data to a massive network. 

 So how does the Internet of Things and 5G create another change in retail? Starting with today’s 
retail landscape and consumer interaction, the advances in smartphone technology created an additional 
layer of connectivity to internet. We all now have a mini-computer on hand, at all times, that allows for the 
completion of numerous tasks that required a person-to-person interaction or from a computer in a set 
location. Today’s consumer shops, browses, reads reviews, watches videos and seamlessly makes purchase 
without the need of a computer an store representative, and in some cases without a credit card (the newer 
iPhones just need your face to make a purchase). The collection of data from these activities by retailers and 
tech companies helped reinforce these habits, enabling them to make a seamless and at-times a chillingly 
personalized online shopping experience. (Check out this video from the Wall Street Journal to get a sense 
of how advanced the online shopping experience has become) 

 5G will create another layer of connectivity to billions of already used goods, devices, appliances and 
equipment for both the consumer and businesses. These billions of devices don’t even take into account the 
“in-development, unthought of” devices that will spawn out of greater digitization. As additional devices 
are connected to the internet end-user interaction (and subsequently purchases) on digital platforms will 
increase. 

 Some points to keep in mind as this transition occurs. The company Futures Platform, a consulting 
firm dedicated to positioning business for the future trends in technology, published an article at the beginning 
of the year arguing for the importance and continuation of physical retail despite the rise of digital. 5 Citing 
analysis from McKinsey & Company the article argues that physical retail will still dominate with 80% of sales 
occurring in a store, in 2020 6. The chart below shows the current trend of online sales to total retail sales. 
Tracking at 13% of total sales in 2017, this prediction appears well found.

 Source: Digital Commerce

 The article provides a straightforward claim that many of the everyday and generic items we purchase 
will be further migrated to online purchases for the reasons mentioned above, but unique purchases will still 
be made in store. Arguably so, the idea of purchasing a car online is still foreign. and without the test-drive 
experience most would be hesitant to purchase the vehicle. Though, 5G may change much more rapidly 
than we think, especially as consumers begin to increase their trust in digital purchases (as measured by 
online and mobile purchases). 

 Take for example, the experience of going to the gym. There’s something to be said about paying for 
the actual experience of going to another location to workout. While the experience may be less than desirable 
at times, actually going to the gym provides a level of satisfaction with the purchase, as one is actually using 
their membership and more or less in an environment where others are doing the same. The communal 
aspect of purchases, working out, even going to work have much of these sentiments deeply rooted in our 
everyday psyche. Today, technology has supplanted this experience in immersive technologies such as the 
Peloton bike and Mirror workout gym. These provide consumers with a unique in-home workout experience 
combined with a digital interface. 

 For some, such technologies are more than welcomed, but nevertheless point to the shifting consumer 
landscape towards personalized digital experiences to far reaching areas of our daily lives. Understanding 
what seems simple but significant changes paves the way for how technology will again change retail. 

 What changes can be expected then? The two most important technologies for the sake of retail 
after the internet of things, are virtual reality and artificial intelligence. These two technologies will lead to 
lasting changes in the consumer shopping experience by supplementing the in-store experience and further 
reducing delivery costs. 

 Virtual Reality is still taking off and can currently supplement visual and audio experiences, but it’s 
not a stretch to say the technology can soon and will simulate the “feel” of being in a store. In the case of 
clothing, the ability of smartphones to do more, such as providing size measurements is yet another example 
of how physical retail may will have to compete with digital. Finally, as artificial intelligence expands, one’s 
digital shopping experience can be further enhanced by product suggestions tailored to the buyer, and 
autonomous vehicles powered by advances in A.I. will drive delivery costs lower (pun-intended) allowing for 
inexpensive same day delivery. These are just a few of the examples of how 5G technology will interact with 
the retail space. As the internet and smartphones have shown the spillovers will be massive

 These suggested changes are all reinforced by the arguments mentioned above regarding the internet 
of things and purchasing habits that allows businesses to more efficiently and profitably provide goods. 
The ability to rapidly connect billions of people and items will change retail, yet again. While some to these 
suggestions are arguably a few years in the future, and at the moment a bit futuristic, trends are pointing to 
increased digital experiences. Integrating these technological advances will take place progressively. Next 
year’s shopping experience will likely won’t include millions of drones delivery packages but be on the lookout 
for new uses of technologies in retail experiences in 2019.

http://www.visualcapitalist.com/chart-shows-amazons-dominance-ecommerce/
https://www.cnbc.com/2018/01/04/here-are-the-stores-macys-is-closing-next.html
https://5g.co.uk/guides/4g-versus-5g-what-will-the-next-generation-bring/
https://www.ericsson.com/en/mobility-report/internet-of-things-forecast
https://www.wsj.com/articles/facebook-really-is-spying-on-you-just-not-through-your-phones-mic-1520448644
https://www.futuresplatform.com/blog/future-retail
https://www.mckinsey.com/business-functions/marketing-and-sales/our-insights/the-future-of-retail-how-to-make-your-bricks-click
https://www.digitalcommerce360.com/article/e-commerce-sales-retail-sales-ten-year-review/
https://www.onepeloton.com/?gclid=CjwKCAiA8rnfBRB3EiwAhrhBGgyKACIJySOF9ENi-igWdX8PceIF8BdsvbUdhJxk3ARzMNPMkzQakBoCYA0QAvD_BwE
https://www.mirror.co/?utm_source=adwords&utm_medium=primer&utm_campaign=Non-Brand%20-%20Mirror
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Lower Middle Market: Capitala invests in Visible Body

 Capitala Group today announced it has invested in 
Visible Body, a developer of 3-D human-anatomy mobile 
applications. 
 Visible Body’s Human Anatomy Atlas app is used 
by universities, high schools and online learning providers, 
as well as healthcare professionals for training and 
continuing education. The Newton, Mass.-based company’s 
clients include Apple, Google, Microsoft, Medtronic, Wolters 
Kluwer and zSpace; medical centers such as Mass General 
Hospital; and pharmaceutical companies such as Johnson & 
Johnson.  
 Capitala said its investment will support Visible 
Body’s growth in the business-to-consumer space and help 
expand its business-to-business marketplace objectives. 
 Capitala’s lower-middle-market investment strategy 
focuses on investing in debt securities with minority equity 
co-investments at enterprise values less than $250 million. 
The firm’s growth fund strategy targets control and minority 
equity investments, typically coupled with credit investments, 
in lower-middle-market companies at enterprise values less 
than $30 million. 

– Thomas Dunford
thomas.dunford@levfininsights.com
212.205.8552

Lower Middle Market: BIOLASE secures $12.5 million senior 
TL from SWK Funding

 BIOLASE today announced it entered into a $12.5 
million senior term loan agreement with SWK Funding.
The loan was fully funded at closing with a five-year term 
and will initially bear interest at 12.5% per annum with an 
18-month interest-only period, which may be extended 
subject to BIOLASE meeting certain financial metrics.
 BIOLASE used a portion of the proceeds to retire 
its Western Alliance Bank debt and plans to use the 
remaining proceeds for additional working capital.
 BIOLASE is a medical device company that 
develops, manufactures, markets and sells laser systems 
for the dentistry and medicine industries. The Irvine, 
Calif.-based company is listed on Nasdaq under the 
symbol BIOL with a market capitalization of $30.9 million.
 SWK Funding, a subsidiary of SWK Holdings 
Corp., typically funds transactions valued at less than $50 
million for developers, manufacturers and marketers of 
commercial-stage life science products and technology.

– Thomas Dunford
thomas.dunford@levfininsights.com  
212.205.8552

Lower Middle Market: Ares commits $120 million in 
financing to Teligent

 Teligent today announced it secured a $120 
million financing commitment from Ares Management.
 The financing consists of a $25 million senior 
asset-based first-lien revolver (L+275) and new second-lien 
term loans (L+875) comprising a $10 million initial 
term loan, a $70 million delayed-draw term loan A 
and a $15 million delayed-draw term loan B. ACF 
Finco I LP is first-lien agent, and Ares Capital Corp. is 
second-lien agent.
 The $25 million revolver will be used to manage 
working capital needs and replace an existing $25 
million term loan facility. The company plans to use 
$80 million in proceeds from the term loans to redeem 
its 3.75% convertible senior notes due December 
2019, as well as to provide further liquidity. The 
company will have $15 million of additional term 
loans available in 2019 to fund the installation of a 
high-speed filling line in its recently expanded sterile 
injectable manufacturing site in Buena, N.J.
 Teligent is a specialty generic pharmaceutical 
company. The company trades on Nasdaq under the 
symbol TLGT with a market capitalization of $165.4 
million market capitalization. Teligent today reported 
total revenue of $18.3 million for the third quarter 
of 2018, an increase of 42% over the same period in 
2017. The company expects to report a 2018 EBITDA 
loss in the range of $6 million to $8 million. 

– Thomas Dunford
thomas.dunford@levfininsights.com
212.205.8552

Lower Middle Market: Capital Southwest backs Bow River’s 
recap of Roseland Management and Precision Spine Care

 Capital Southwest Corp. provided a first-lien 
term loan, revolver and equity co-investment to 
support Bow River Capital in its recapitalization of Roseland 
Management in partnership with Precision Spine Care. 
Capital Southwest will act as the sole investor and 
administrative agent on the credit facility.
 Roseland Management is a physician practice 
management platform. Bow River and Roseland plan 
to bring strategic, non-clinical management expertise 
and financial resources to help facilitate the continued 
growth of Precision, the founding physicians of which 
will retain a “meaningful ownership stake” in the company.
 Precision Spine Care is a Tyler, Texas-based 
physician group focused on the treatment of back and 
neck pain through seven facilities across East Texas. The 
company’s current management team will continue to 
lead the organization.
 Bow River Capital’s private equity practice focuses 
on majority recapitalizations of companies across the 
business services, healthcare services, industrial services 
and products, infrastructure services and products, 
niche manufacturing and value-added distribution 
industries located in the U.S. Rocky Mountain region, 
the Midwest, the Southwest and Canada with revenue 
of $10 million to $100 million and EDITDA of $3 million 
to $15 million. The Denver-based firm is investing from 
Bow River Capital 2017 Fund, which closed in August 
2017 with $262 million in commitments.
 Capital Southwest is in internally managed BDC 
with approximately $308 million in net assets as of Sept. 
30. The Dallas-based lending firm focuses on supporting 
the acquisition and growth of middle-market companies 
with investments of $5 million to $25 million across 
the capital structure, including first-lien, unitranche, 
second-lien, subordinated debt and non-control equity 
investments.
 Greenburg Traurig served as legal advisor to 
Bow River. Brown Gibbons Lang & Co. served as financial 
advisor and McDermott Will & Emery acted as legal advisor 
to Precision.

 – Thomas Dunford
thomas.dunford@levfininsights.com
212.205.8552

Lower Middle Market: Wintrust, Northcreek, Harbert provide 
debt to back recap of Reliable Medical Supply

 Wintrust provided senior debt financing to support 
Seven Hills Capital in its recapitalization of Reliable 
Medical Supply in partnership with ORIX Mezzanine & 
Private Equity, while Northcreek Mezzanine and Harbert 
Credit Solutions provided mezzanine debt alongside an 
equity co-investment.
 Reliable, based in Brooklyn Park, Minn., is a 
provider of complex rehab technology, clinical respiratory 
products, and durable medical equipment and supplies 
across Minnesota.
 Seven Hills focuses on equity investments of 
$10 million to $75 million in healthcare companies in 
the continental U.S. with annual revenue of $10 million 
to $100 million and EBITDA of $1 million to $15 million.
 ORIX Mezzanine & Private Equity makes initial 
commitments of $10 million to $20 million in companies 
with EBITDA of $5 million or more.
 Wintrust’s middle-market commercial and 
business practice focuses on investments in companies 
with more than $10 million in annual revenue.
 Northcreek Mezzanine focuses on mezzanine 
debt and/or equity investments of $1 million to $12 
million with maturities ranging from three to five years.
 Harbert Credit Solutions typically provides $3 
million to $15 million in subordinated debt for growth, 
acquisitions, recapitalizations or management buyouts.
McGuireWoods provided counsel to Seven Hills.

 
– Thomas Dunford
thomas.dunford@levfininsights.com
212.205.8552

Rush Street Capital  
125 S. Clark St, 17th Floor

Chicago, IL 60603

Proud Members Of

Merry Christmas ! 

Rush Street Capital Team Discussion

Wealthy people 
invest first & 

spend what’s left 
& broke people 
spend first and  
invest what’s 

left.

We’d like to thank everyone involved for a very successful 2018! We successfully closed 
10 transactions in 2018; helping a variety of business secure their capital needs. Rush 

Street Capital looks forward to working with you in 2019 and the years ahead. 

2018 Transactions
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