
The impact of falling oil 
prices, and hence the 
opportunities for dis-
tressed investing, differs 
so widely from company 
to company that it’s hard 
to generalize, say David 
Karp and Kirby Chin, 
partners at Schulte 
Roth & Zabel LLP who 
specialize in advising 
distressed investors.  
The fallout will extend  
beyond energy compa-
nies to banks and real 
estate investors in pro-
duction areas, they told 
Bloomberg Brief reporter 
Hema Parmar. Their com-
ments have been edited 
and condensed.  

Q: What themes are you noticing in the 
energy M&A space?
Karp: If there is a theme, it’s that there is 
not a theme. The theme is that you have 
players with very different experiences. 
You have players with very different types 
of capital. Players that are interested in 
different parts of the oil and gas value 
chain.

From the company side, you have differ-
ent shale plays and different productions, 
different price points where they’re profit-
able. You have individual capital structures 
that determine whether or not someone 
will survive or whether they will fail.

Q: How might mergers in the energy 
sector be financed?
Chin: Because of the uncertainty in the 
oil and gas markets and declining prices, 
many acquisitions for assets appear to be 
done on a non-cash basis, in other words, 
stock-for-stock transactions.

Q: What spaces within energy are see-
ing distress that have fallen under the 
radar?
Karp: Especially in the Bakken, there 
has been a significant increase in hous-
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ing costs and a number of private equity 
funds have invested significantly in home 
developments with capital from both lo-
cal and national banks. Those projects 
are being slowed down. That is some-
thing that you’re going to see in a lot of 
the large shale plays. You’ll see that in 
Williamsport in Pennsylvania with the Mar-
cellus. You’re going to see that in North 
Dakota with the Bakken, and in different 
parts of Texas. You’re really going to see 
local banks with exposure to projects — 
whether it’s real estate projects or service-
provider projects that are dependent on 
the E&P’s moving those projects — start 
to pull back. You’ll have some defaults, 
and I’m sure you’ll have a fall in real 
estate prices.

Q: What kind of activity are you seeing 
in the distressed energy sector?
Karp: We’re focused on investors in the 
credit space. We’re seeing a lot of inves-
tors going into either high-yield or lever-
aged loans to start getting information 
from companies, evaluating the capital 
structures with the potential for down the 
road restructurings. Many companies are 
well hedged, well capitalized, through 
2015.

Right now what you’re seeing is a lot of 
opportunistic distressed investors, as op-
posed to energy investors, coming in and 
getting to know the space.
Chin: My impression is everyone is look-
ing. Some are opportunistic who are trying 
to get to know the space by perhaps mak-
ing smaller investments. The bigger, larger 
investments have not yet come to pass 
just yet. I think people are sniffing around.

Q: What will it take for buyers to act?
Chin: My guess is a lot of players are 
waiting for the bottom. My impression is 
that there is sufficient uncertainty as to 
how long this is really going to last, which 
is making people pause a little bit to figure 
out what they want to do. The other thing 
is that for the players that are already dis-
tressed, they’re in the cycle, they’re in the 
bankruptcy, and they’re selling off assets. 
But what I have heard from some busi-
ness people is a lot of other companies 
are managing their risk. Some are flush 

for cash, and some were smart enough to 
put hedges in place to help them continue 
to moderate the decline in oil prices this 
year and into part of next year.

I think a lot of banks and lenders have 
been taking a softer approach in terms of 
how hard they’re going to ratchet down 
borrowing bases, reserve-based borrow-
ing bases in particular, which has bought 
some companies more breathing room in 
terms of what they can do and how much 
runway they had.
Karp: The one thing we do know is that 
there are many, many high-yield issu-
ers that are hedged through 2015 and 
the hedges expire in 2016 and default 
rates may maintain themselves through 
2015. But if oil prices stay at $50 a barrel 
through 2016, we’re going to have more 
distress. So the one thing we’re seeing is 
that every situation is unique and that’s 
really how you have to play it.

Q: For companies that have asset-
based loans and used their land as 
collateral, the drop in oil price means a 
drop in the value of their collateral. Do 
they need to put up more collateral?
Chin: It depends a bit. Typically what 
would happen is the companies will 
pledge their proved, developed, produc-
ing reserves as collateral in the asset-
based lending loan. It used to be valued 
at $80 a barrel and now it’s not. Now 
it’s $50, if not lower, depending on the 
discounts that a bank would place on it. 
What this has done is there are some 
companies that have sufficient running 
room and, depending upon the type of 
valuations that the lenders are using, they 
have perhaps loosened their credit. So for 
example, they may have had a price cap 
last year, or the year before that, at $70 a 
barrel. Despite the fact that prices are at 
$90, they’ll cap it at $70. Now, instead of 
reducing the price cap to what the actual 
price of oil is, they will lend up to the 
value of the oil and gas that’s it trading at. 
So if oil today and gas is trading at say 
$50 a barrel, they will give full credit to 
it. That’s what I’ve seen and heard some 
banks are doing in order to provide that 
soft landing.
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BtIG to Hire  
after Losing  
Distressed Salesmen

european Loans Beat U.S. as returns reach 4.71% 

By Lisa aBramowicz
BTIG LLC plans to hire as many as 10 

people for its high-yield unit by July after 
losing three distressed debt salesmen with-
in the past two months.

managing director Michael Cassidy left 
the boutique investment bank this month 
and Steven Bergman, also a managing di-
rector, departed in march, according to re-
cords maintained by the Financial industry 
regulatory authority. Robert Hannigan, a 
director in the distressed-debt sales group, 
was no longer registered with the firm as of 
april 6, the records show.

BTiG more than doubled its staff in the past 
two years and is adding people after com-
petitors including Chapdelaine & Co. and 
LaBranche & Co. closed credit-trading units. 
The broker-dealers were among 70 debt-

By Karen eeuwens and emre PeKer
european leveraged loans are outperforming u.s. bank debt this year as companies 

refinance borrowings at the fastest pace since 2007, boosting prices.
western european leveraged loans have returned 4.71 percent, compared with 3.12 

percent in the u.s., according to Credit Suisse Group AG indexes. The performance 
marks a turnaround from 2010, when bank debt in america outperformed.

a 41 percent drop in european leveraged buyouts since their 2007 peak is curbing 
the amount of new loans at the same time the region’s central bank raises interest rates 
for the first time in almost three years. Funds buying speculative-grade loans in europe, 
which mainly invest in bank debt issued to fund leveraged buyouts, received $14 billion in 
repayments in the first quarter, almost double the $7.7 billion private-equity firms raised 
for takeovers in the same period.

trading startups opened in 2009 to capitalize 
on banks pulling back after the worst financial 
crisis since the 1930s. as larger companies 
recovered market share, traders that joined 
smaller businesses have left for bigger banks.

“BTiG has been a net acquirer of high 
yield/distressed talent, an area that BTiG 

7.5

8

8.5

9

9.5

10

A-10 J-10 A-10 O-10 D-10 F-11 A-11

Average Junk-Bond Yield

Source: FINRA-Bloomberg

PRIcIng

level 
1-daY 

CHange
S&P/LSTA Leveraged Loan 96.01 0.01
Finra Avg. Junk Yield 7.74 0.04
Markit CDX North American HY 104.78 0.00
Markit LCDX 100.49 0.23
Markit Itrax Europe 94.67 -2.21

IssuancE (u.s.)
mtd Ytd

Loans sold $30.2 bn $175 bn
HY Bonds Issued $20.1 bn $112 bn

dEals Ma <go>
2010 Ytd

Global M&A Deal Count 25,075 7,600
Global M&A Deal Volume $2.42trn $732 bln

sYndiCated lending Co. Rat.
amt  

(mln)
tenoR

Valitas N/A $285 6YRS 
Asset Acceptance Capital Corp BB+ $250 6YRS 
IASIS Healthcare LLC Ba3 $1,235 5YRS 
Memora Inversiones N/A 260EUR 6YRS 
Ameritox LTD B2 $450 7YRS 
iPayment Inc. N/A $575 6YRS 

dEals In thE PIPElInE PReL <go>

88

89

90

91

92

93

94

95

96

97

A-10 J-10 A-10 O-10 D-10 F-11 A-11

S&P/LSTA Leveraged-Loan Index

tKR  Rat. Cpn pRiCe CHg Yield spRd
MFW Caa1/B- 9.50 100.50 2.00 9.22 710
OPCCN Ca/CCC 8.25 54.20 0.08 29.65 2849
ALLY B1/B 6.75 106.00 N.A. 4.91 375
SLMA Ba1/BBB- 6.25 105.38 -0.13 4.96 284
KSU B1/BB- 8.00 111.00 N.A. 5.05 389
AXCA Caa1/B 12.75 111.00 N.A. 6.58 446
GOK B3/B- 9.75 98.00 N.A. 10.42 926
S Ba3/BB- 8.75 109.50 -0.63 7.82 333
NMG Caa1/B- 9.00 104.88 N.A. 3.62 150
F Ba2/BB- 6.63 110.60 N.A. 4.66 187
TOY B3/CCC+ 7.38 100.38 N.A. 7.31 391
SGU B2/B- 8.88 104.25 N.A. 7.92 580
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Bloomberg Brief will not publish tomorrow due to good Friday. The next edition will be monday, April 25.

Q&A
Jeffrey Werbalowsky,  
co-CEO of Houlihan 
Lokey, spoke with 
Aleksandrs Rozens 
about the high yield 
market and how it is 
spurring dealmaking. pG.5
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