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Lower Middle Market: Abacus backs WestView investment 
in AccountabilIT with $20M credit facility

 Abacus Finance served as lead arranger for 
a $20 million senior credit facility and provided an 
equity co-investment to support WestView Capital 
Partners in its recapitalization of AccountabilIT.
 Abacus Finance is also serving as administrative 
agent on the financing. AccountabilIT, based in 
Scottsdale, Ariz., is an information technology firm 
providing cybersecurity, service desk, cloud and 
visualization, and professional and managed services. 
The company was founded in 2016.
 WestView Capital announced earlier this 
month that it made a growth investment in AccountabilIT 
to facilitate the company’s acquisition of ClearPointe 
Technologies, a Little Rock, Ark.-based IT business 
specializing in cloud-based transformations, migrations 
and managed services.
 WestView is a Boston-based private equity 
firm focusing on investments of $10 million to $60 
million in middle-market business services, software 
and IT services, consumer, healthcare technology, 
and outsourcing and growth companies with operating 
profits between $3 million and $20 million.
 Abacus, an affiliate of New York Private Bank 
& Trust, targets debt financing opportunities of up to 
$60 million with a typical hold size ranging from $10 
million to $30 million and finances companies with 
EBITDA between $3 million and $15 million.

– Thomas Dunford
thomas.dunford@levfininsights.com
212.205.8552

Lower Middle Market: Capital Southwest provides financing 
for Atlantic Street’s investment in OrthoBethesda

 Capital Southwest Corp. provided first- and 
second-lien loans, a revolver and an equity co-investment 
to support Atlantic Street Capital’s recent acquisition of 
OrthoBethesda.
 Capital Southwest will also act as administrative 
agent on the credit facility. OrthoBethesda, founded in 
1965, is a provider of musculoskeletal care to patients 
in the greater Washington, D.C., market. The company 
said Atlantic Street’s investment, announced earlier this 
month, will expand its breadth of services, enhance 
patient experience, and continue to improve execution and 
operations.
 Atlantic Street invests in middle-market companies 
with between $4 million and $15 million in EBITDA. The 
firm is currently investing from Atlantic Street Capital III LP, 
which closed in October 2016 with $210 million of committed 
capital.
 Capital Southwest is in internally managed BDC 
with approximately $307 million in net assets as of June 
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 noncontrol equity 
investments.

– Thomas Dunford
thomas.dunford@levfininsights.com  
212.205.8552

Lower Middle Market: Goldman Sachs Specialty Lending 
provides $38M credit facility to Urban Plates

 Goldman Sachs Specialty Lending Group has 
closed a $38 million growth and working-capital credit 
facility for fast-casual restaurant brand Urban Plates.
Urban Plates said it will use proceeds from the facility to 
build new restaurants. The Cardiff, Calif.-based company 
operates 15 locations, including 13 in California and two 
in the Washington, D.C., area.
 Goldman Sachs Specialty Lending Group is the 
firm’s middle-market financing platform, providing 
one-stop single- or multi-tranche senior first-lien 
debt, senior second-lien debt, mezzanine debt and 
non-control structured investments of $20 million to 
$150 million to support leveraged and management 
buyouts, recapitalizations, expansion and growth, 
turnarounds, restructurings and exit financings.
 Arlington Capital Advisors served as financial 
advisor to Urban Plates.

 – Thomas Dunford
thomas.dunford@levfininsights.com
212.205.8552

Lower Middle Market: Patriot Capital provides senior financing 
to back Post Capital investment in Smith Transportation

 Patriot Capital provided senior debt financing to 
support Post Capital Partners in its acquisition of Smith 
Transportation Services in partnership with company 
management.
 Smith Transportation, based in Sunrise, Fla., is 
a third-party logistics and asset-light transportation 
services provider. Its affiliates include Smith-Cargo and 
Cargo-West.
 Post Capital Partners, based in New York, 
typically invests in lower-middle-market companies with 
revenue between $10 million and $150 million.
 Patriot Capital focuses on investments of $3 
million to $20 million in unitranche, second-lien and 
junior sub-debt, mezzanine and convertible debt, 
preferred and common equity, and one-source senior 
and sub-debt to support small to midsize privately held 
companies with annual revenue between $10 million 
and $200 million. The firm has offices in Baltimore, Chicago, 
Dallas and Atlanta.
 Winston & Strawn served as counsel to Post 
Capital in connection with the transaction, while BDO 
served as financial advisor. Cross Keys Capital served as 
financial advisor to Smith Transportation and its selling 
shareholders.
 
– Thomas Dunford
thomas.dunford@levfininsights.com
212.205.8552

 

LIBOR Change
 As many remember, or have decided to forget about until later, LIBOR will begin to be phased out by 2021. 
The transition away from LIBOR and other interbank offering rates (IBOR’s) is occurring at the behest of the U.K. 
Financial Conduct Authority, who will no longer require participating banks to submit their IBOR offering rates 
beginning in 2021. (RBC Report - as a note, the RBC report provides a very helpful overview on the upcoming 
changes, we recommend giving it a read for those further interested).

 To put in perspective LIBOR’s current importance in the market, approximately $350 to $370 trillion of 
derivatives are priced off of LIBOR rates. Comparatively, Global Debt is $350 trillion, Global GDP is estimated at 
$87.5 trillion, and the world’s stock markets total to $69 trillion. It’s safe to say the transition away from LIBOR will 
have some major implications. 

 Despite the gargantuan magnitude of loans, derivatives, contracts, etc. that are priced off of LIBOR rates, the 
desire of regulatory authorities is to establish risk free lending rates that are not dependent on “expert” judgment, 
participating banks, or open to manipulation (see LIBOR Scandal). These new rates are designed to be entirely 
market based, therefore less prone to manipulation, these are referred to as Risk Free Rates or RFR. As defined, RFRs 
are “ rates [sic] based on actual transaction data, instead of quotes from a panel of banks, [t]he characteristics of 
individual RFRs vary from jurisdiction to jurisdiction.” The table below summarizes the proposed replacements in 
major financial markets.
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 Of importance to most, if not all readers, will be the replacement for USD LIBOR.The Office of Financial 
Research has suggested the Secured Overnight Financing Rate or SOFR. The SOFR would be based off overnight 
repo (or repurchase agreement) interest rates. 

 The SOFR has gained momentum as of late, the World Bank priced its first SOFR bond, a $1 billion 
2-year USD denominated benchmark bond. The SOFR was first endorsed by the Alternative Reference Rate 
Committee (ARRC) in June 2017 and has been published since April 3, 2018. CME’s website details the growing use 
of  SOFR Futures, liquidity and volume of these transactions has picked up dramatically in recent months. 
This is a welcome sign as the market will ultimately have to endorse the alternative of LIBOR to ensure a 
smooth transition. However the LIBOR change shakes out, the market is quickly creating alternatives that 
will function in much the same fashion. It’s now up to regulatory authorities and industry participants to 
agree on its replacement and implement it with enough lag time. 

1-Month or the 3-Month Libor? 
 An option in many leveraged loan financings is the ability to choose the 1-Month or the 3-Month 
Libor Rate. The option allows the borrower to make a decision on interest rate risk. It’s only been in the last 
two years where a decision on one or the other has been of greater importance. Obviously, the lender aims 
to obtain a comparable rate with either floating rate and its applicable spread but the monthly fluctuations 
in the two rates can create material differences at times.   

 The chart below shows the relation between these two rates and the Fed Funds Rate, the de facto capital 
markets interest rate, since the Fed Funds rate has climbed from its zero-bound. While both the three-month 
and the one-month track the changes in the Fed Funds Rate, there can be instances, such as this past spring, 
where one rate diverges from the other. In May/June 2018 the 3-Month nearly reached 2.5% while the 
1-Month remained below 2.0%. 

Chart I

 In short, the 1-Month and 3-Month LIBOR exhibit a similar relationship to what exists on the rest of 
the yield curve. In times of rising interest rates the 3-Month rate spread increases over the 1-Month and 
during a declining interest rate environments the 3-Month often crosses under the 1-Month LIBOR. This relationship 
will not be all too surprising for those who follow the Treasury yield curve, as it is possible for longer term 
rates to be lower than short term rates during times of  economic distress and uncertainty. As Chart II shows, 
this crossover is short lived, with 3-Month LIBOR rates quickly reversing course and at times drastically 
increasing over the 1-Month rate. When analyzing the 3-Month based on the spread between it and the 
3-Month, it’s clear the volatility in the 3-Month is greater and quite often pricer. 

Chart II

 

Source: FRED 

Emerging Market Debt Issuance and the World’s Debt
 The last few years have seen a steady flow of capital to emerging markets. Chart III highlights the 
cumulative issuance of foreign currency sovereign bonds and corporate bonds in emerging markets. As the 
charts and the accompanying article report, issuance for 2018 is behind pace for both categories compared 
to 2017. In the case of sovereign bonds issuance is nearly behind 2016’s pace (WSJ). 

Chart III

 

 
 The rise in the value of the dollar explains much of this situation, the dollar has gained nearly 6% in 
value in 2018 (see chart below). For foreign issuers of dollar denominated bonds, this obviously poses an 
issue, raising their borrowing costs simply due to market forces. As we’ve touched on in previous newsletter 
and as will be brought up shortly, the reliance on credit to create growth is creating a troubling paradox. 
Growing debt balances require consistent growth, this growth is largely fueled by credit growth, requiring 
additional credit to keep growth going, therefore adding more debt to the economy, and so on.

Chart IV

The World’s Debt - Now at $250 Trillion

Chart V

 
 It’s best to view the issuance of emerging market bonds in light of the growth in global total debt. 
Nominal debt across the world has steadily grown since 2008 reaching $250 trillion in 2018. Much of the 
increase is the result of government borrowings which now top out at $67 trillion (an increase of $30 trillion 
since 2008). The growth in government borrowings translates to a 28% increase in total debt to GDP.  The 
article referenced puts it simply, “no one is quite sure what happens when a global superpower like Japan 
reaches a debt-to-GDP ratio of 224 percent.” Debt levels that are being seen in Japan, Western Europe and 
the U.S. are reaching levels that the credit markets have typically punished for uncertainty and potential insolvency. 

 Emerging markets have equally grown their debt load. China has seen a straight-line rise in Debt to 
GDP from $7 trillion in 2008 to nearly $40 trillion today. The IMF has cited this issue, growing debt levels, as 
an item that needs to be addressed prior to the next downturn. Other countries such as Turkey, Brazil and 
Argentina have used expansive credit policies to grow their economies. Turkey has been the most aggressive 
and is now facing a credit crunch and inflation as the U.S. dollar has increased in value. Similarly, Argentina is 
facing runaway inflation as its outstanding debt grows. Emerging markets (and to a similar extent developed 
markets) are tasked with breaking this debt cycle without stunting growth.
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 There’s an old saying that financial markets really only have 2 emotional sentiments -- fear and greed.  
Individual markets also seem to have only 2 real speeds –fast forward and stop.  This creates problems for anyone 
who may want to walk at a leisurely pace or perhaps act gentlemanly in one’s approach. It can also make stopping 
just as dangerous as going fast.  Running into the back of something hurts just as much as running into the front! 

 Unquestionably, we are in a period of ‘fast forward’ in the U.S. markets, which is what we do best in 
America.  It is exhilarating and enjoyable for most people. At some point, however, we will again experience a 
period of ‘stop’ and only those who have prepared adequately will survive and thrive. 

  Apologies if this comes across as too serious, but we have recently had some reason to pause, reflect 
and stand face to face with the fragility of this life experience. At certain times and inflection points in our life, 
all of us experience how something significant in our lives can be changed in an instant. These moments give 
us an opportunity to focus on what’s important. These moments also reveal how solid or shaky our foundation 
was to begin with.   

  Planning and prudence should be included in everything that we do. We all have fears and we all have 
passions and loves. We are not saying that we should all give in to our fears and not do something that we 
love. We are simply trying to remind everyone to plan appropriately. Risk-taking and leverage are great things 
and we utilize them and espouse them in our business, every single day. But from time to time, we feel compelled 
to remind everyone overtly that we still need to plan accordingly.   

 Our world has become more leveraged than ever and we are concerned. When times change and the 
music stops, it is likely that many families, companies and countries will have little to no room for error and 
possibly no opportunity to restructure. Leverage can fuel growth at many levels but without proper planning, 
leverage can lead to a financial disaster. Debt remains as one of the most powerful tools to advance economic 
growth that the world has ever known and it is necessary in most businesses. We just thought it was a good 
time to remind everyone to use caution. 

 So we press on with the existing market backdrop and we continue to see plenty of deals working their 
way toward close in these robust markets. We appreciate your patience and indulgence as we voice our caution. 
We have as much conviction as ever that 2018 should continue to be strong and the future looks bright. Just 
be careful out there and continue to plan ahead - and plan to make a plan!

- Phil Kain

Canadian based cannabis 
companies have grown 
larger (as measured by 
market cap) than notable 
Fortune 500 U.S. companies. 
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“Not making a decision is the worst thing you can do. So long as 
you feel you made the right decision based on the information you 
had at that time, there’s no need to fret about it. If it fails, you’ll 
know what to do next time.” 

- Bo Schembechler

“Success is not final, failure is not fatal: it is the courage to continue 
that counts.”

- Winston Churchill 
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