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Sponsors’ LBO Activity

Average LBO Purchase Price Multiples

S&P Q1 LBO Review, March 2009, pg. 21, Large LBOs (>$50MM EBITDA)

Higher available leverage, combined with higher equity, drove acquisition multiples up

Equity Contribution

S&P Q1 LBO Review March 2009, pg. 21, Large LBOs (>$50MM EBITDA)S&P Q1 LBO Review March 2009, pg. 41. Large LBOs (>$50mm of EBITDA).

Average Leverage Breakdown of LBOs
1st Lien/EBITDA 2nd Lien/EBITDA
Other Sr Debt/EBITDA Sub Debt/EBITDA

Average LBO Deal Size ($Millions)

S&P Q1 LBO Review, March 2009, pg. 10
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Source of “L” in LBOs

With institutional loan buyers dormant, volume has plummeted and sponsors are looking to banks
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LBO Loan Structure

S&P Q1 LBO Review, March 2009, pg. 70
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Average Institutional Leveraged Loan Bid

After long period of stability, values in loan market tanked, but climbing back now
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Buyers of Leveraged Loans

Market had changed structurally to distribution – not “buy and hold” - model

Banks disintermediated from lending in main market… …And then from middle market.
S&P Q1 Leveraged Lending Review, March 2009, Page 131 S&P Q1 Middle Market Lending Review, March 2009, Page 83

Market for Highly Lev. Loans by Investor Type Middle Market (Issuers < $50mm EBITDA)
Market for Highly Lev. Loans by Investor Type
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U.S. Leveraged Loan Maturity by Year of Maturation 
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“Dry Powder”

Some Sponsors have ”dry powder”

Buyouts,  $472B 

Real estate,  $196B 

Venture,  $138B 

Other Fund Types, 
$209B 

$1,015B Global

$472B
Source: Preqin, As of 12/31/08

US, $262B

Europe, 
$165B

Asia & 
ROW, $45B
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Public Equity Markets – essentially closed X

Debt Markets – very constrained X

Sponsors √

Corporates Need Capital - Sponsors Have Capital

Corporates
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Leonard Green / Whole Foods PIPE

• November 5, 2008

• $425MM Convertible Preferred Stock

• Convertible at $14.50/share (32% premium on November 4th closing)

If converted immediately, equates to 17% of stock

8% dividend (after three years decreases to 6% or 4% based on trading levels)

Redeemable after five years at a 4% premium (par by year eight)

2 board seats
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Whole Foods Trading History

“Smart money” investment eases public markets’ concerns

Source: Yahoo Finance
$14.50 conversion price
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Whole Foods vs. NASDAQ / S&P

Whole Foods has substantially outperformed both the S&P and NASDAQ since the PIPE

Source: Yahoo Finance
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Conclusions

• Worst of deals are done in the best of times

• Best deals are done in the worst of times

• Next few years will be a GREAT time to invest

• 2009-2010 vintage funds should be GREAT investments
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Disclaimer

These materials are confidential and proprietary to, and may not be reproduced, disseminated or referred to, in whole or in part without the prior consent 
of BMO Capital Markets (“BMO”). These materials have been prepared exclusively for the BMO client or potential client to which such materials are 
delivered and may not be used for any purpose other than as authorized in writing by BMO.  BMO assumes no responsibility for verification of the 
information in these materials, and no representation or warranty is made as to the accuracy or completeness of such information. BMO assumes no 
obligation to correct or update these materials. These materials do not contain all information that may be required to evaluate, and do not constitute a 
recommendation with respect to, any transaction or matter. Any recipient of these materials should conduct its own independent analysis of the matters 
referred to herein.

To the extent projections, forecasts, predictions and/or financial analyses are set forth herein, they are the view of the speaker and not necessarily those 
of BMO Capital Markets. The printed presentation is incomplete without reference to the oral presentation or other written materials that supplement it.

Any calculations or value ranges indicated herein (i) are preliminary and should not be construed as opinions of BMO Capital Markets or their individual 
members as to value, fair market value, or prices at which a transaction would be considered fair from a financial point of view, and (ii) have not been 
subject to the processes that we apply to fairness opinions and valuations, including our due diligence process and our internal opinion review process 
and, accordingly, must not be considered to constitute a valuation, formal valuation, appraisal, professional opinion, or fairness opinion as contemplated 
under IIROC Rules 29.14 to 29.25 or Multilateral Instrument 61-101 and must not be relied upon or disclosed as constituting such a document or 
opinion. 

Employees of BMO Capital Markets are expressly prohibited from offering directly or indirectly a specific price target, or offering or threatening to 
change research, a rating or a price target, to a company as inducement for the receipt of business or compensation.

“BMO Capital Markets” is a trade name used by the BMO Investment Banking group, which includes the wholesale arm of Bank of Montreal and its 
subsidiaries BMO Nesbitt Burns Inc. in Canada, BMO Capital Markets Corp in the U.S. and BMO Capital Markets Ltd in the U.K.

BMO does not provide tax or legal advice. Any discussion of tax matters in these materials (i) is not intended  to be used, and cannot be used or relied 
upon, for the purposes of avoiding any tax penalties and (ii) may have been written in connection with the “promotion or marketing” of the transaction or 
matter described herein. Accordingly, the recipient should seek advice based on its particular circumstances from an independent tax advisor.


