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Abstract 

This paper examines the way in which leveraged recapitalizations (re-issuance of debt) affect 

private equity portfolio companies. It therefore analyses this type of “transaction” from 

qualitative and quantitative perspectives. The qualitative perspective is studied with the help 

of interviews conducted with investors and with representatives of banks, private equity firms 

and portfolio companies. The quantitative studies are done by analysing a dataset of financial 

information from Nordic portfolio companies of private equity firms that have been subject to 

a recapitalization.  

 

The paper begins with a brief history of private equity and leveraged buyouts, and then 

explains the mechanics of leveraged recapitalizations. This introduction is followed by a 

theoretical explanation, empirical evidence and analysis. In the qualitative analysis we 

establish that the involved parties have different opinions on leveraged recapitalizations but 

they agree that under the right circumstances it can be an advantageous strategy. In the 

quantitative analysis we establish that it is difficult to draw ceteris paribus conclusions 

because factors other than the re-leverage can affect the key ratios that we have selected. We 

then conclude this paper by stating our findings; leveraged recapitalizations can be an 

effective tool for extracting additional capital or as an IRR enhancer given the right 

circumstances, but can have a devastating effect if thorough due diligence is not made. 

Furthermore, it can be an effective last-resort strategy if market conditions are not favourable 

and the investors demand returns on their investments. 
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1. Background 

 

This section describes the purpose of the paper; the restrictions that we have chosen to limit 

the study with, its intended audience, general information, and some insights into the Nordic 

private equity market.

 

1.1 Introduction 
 

The Swedish private equity market was established 30 years ago and has been an essential 

driver of economic growth and community development. The amount of funds has expanded 

enormously, from 1.5 billion SEK in 1985 to over 482 billion SEK in 2012. In 2012, the 

Swedish private equity market had a turnover equivalent to 8.8 % of the Swedish GDP and 

approximately 4.3 % of Swedish citizens were employed by private equity portfolio 

companies.  

 

As part of the private equity industry, leveraged buyouts (LBO) began in the middle of the 

20th century. The first leveraged buyout was most likely in 1955 when Malcolm McLean 

Industries, Inc. purchased Pan-Atlantic Steamship Company. Another noteworthy transaction 

was in 1989 when one of the biggest LBOs at the time was conducted. It was when the private 

equity firm KKR made a leveraged buyout of RJR Nabisco, an American conglomerate 

selling food and tobacco. The deal value amounted to $31.1 billion.  Adjusted for inflation, 

that would approximately be $55.38 billion in 2014.  

 

With regards to the private equity industry and LBOs, this paper discusses leveraged dividend 

recapitalizations – which is when a company issues new debt in addition to the initial debt 

incurred through the LBO – and how that re-issued debt affects the portfolio companies. We 

will examine this from the operational and financial points of view. The questions that will be 

analysed are: What key ratios will be affected? What do investors think of replacing liquid 

means with debt in order to pay dividends to former investors? When is a recapitalization a 

good strategy? Are there any scenarios in which it is not a last-resort measure? 
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1.2 Purpose 

 

The purpose of this paper is to analyse the ways in which leveraged recapitalizations affect 

portfolio companies in Nordic buyout-specialized private equity firms. We do this by 

examining the phenomenon from the perspectives of the involved parties. The analysis will be 

both qualitative and quantitative. We want to identify any differences from a financial and 

operational point of view when initiating a leveraged recapitalization activity (also known as 

“leveraged recap” or “dividend recap”).   

 

From a qualitative perspective we will draw our conclusions from interviews conducted with 

private equity firms, investors, portfolio companies and banks. From a quantitative 

perspective we will analyse a dataset that consists of public financial data from portfolio 

companies held by Nordic private equity firms. In this dataset we have selected several key 

ratios that we track against the debt structure over time.  

 

In summary, our purpose is to analyse how leveraged recapitalizations affect the operational 

and financial aspects of private equity held portfolio companies.    

 

1.3 Restriction 

 

The analysis of this paper is restricted geographically to portfolio companies and holder 

companies (private equity firms) operating in the Nordic region, mainly in Sweden. We do 

not believe that this geographical limitation will hinder us from capturing what happens to 

portfolio companies that are subject to leveraged recapitalizations. The Nordic region, 

especially Sweden, is a private equity dense region and can represent how the general private 

equity market and its portfolio companies have been affected by leveraged recapitalizations. 

Moreover, we have limited our focus to current holdings of private equity firms.  
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1.4 General information 

 

“Private equity” investments can be categorized in terms of venture capital investments, 

growth capital investments and leveraged buyouts. The characteristics of each type of 

investment depend on the maturity of the company being invested in. Venture capital 

investors target companies in their early stages; investing in these companies is accompanied 

by more risk but can generate higher returns relative to the initial investment. The growth 

capital investments lie between VC investments and the usual size for conducting LBOs in 

terms of maturity. In this paper we will focus on portfolio companies that are mature enough 

to have been acquired through an LBO, because “leveraged recapitalization” - the subject of 

our analysis - is possible only on previously leveraged companies, which typically have 

acquired that leverage in connection with a leveraged buyout. Thus the LBO investments are 

characterized by companies in a late stage of establishment where the targeted companies 

have both an established operating income and several years of available financial history. In 

summary, the LBO investments generate higher revenues but the targeted firm costs more to 

acquire, contains a lower risk of capital loss and the holding period is shorter than in previous 

described investments.
1
 

 

1.5 A brief overview of the Nordic private equity market 

 

The Nordic region consists of 59 firms specializing in buyouts and 129 firms in venture 

capital investments. The Nordic private equity market is now one of the busiest in Europe, 

where firms are consistently raising new funds and financing new investments. Even though 

the Nordic financial market is fairly small, the region ranks high in terms of PE penetration, 

measured by the enterprise value of the PE-owned businesses’ relative to the regions GDP 

(see figure 1). For the past 10 years nearly €50 billion has been raised in capital by more than 

200 Nordic-based private equity fund managers.
2
 In 2011 the Nordic region raised 21% of the 

total amount raised in Europe.
3  

                                                           
1
 Meritage Funds equity and expertise – What is growth equity 

2
 Preqin, Nordic-Based Private Equity Fund Managers in November 2012, 2012-08-28 

3
 BerchWood Partners, The Nordic Private Equity Way, 2013 Special Report 
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4
 

Figure 1: The value of the private equity backed businesses in relation to regional GDP. 

 

 

Figure 2: The Nordic part of the European private equity market over time 

 

 

As shown in Figure 3, the Nordic region is one of Europe's most competitive private equity 

markets.  It has a high level of innovation, and a strong, stable and constantly growing 

economic environment that has been able to weather economic blows such as the global credit 

crisis of 2008 and the sovereign debt crisis of 2010.
5
 Unlike other regions and countries in 

Europe, the Nordic region has fared rather well. In The Global Competiveness Report of 

2013-2014 all the Nordic countries achieved top rankings with regards to competitiveness. 

                                                           
4
 Ernst & Young, Branching Out: How Do Private Equity Investors Create Value? A Study of European Exits,    

2012, p. 9  
5
 BerchWood Partners, (2013) The Nordic Private Equity Way, Special Report p.4 
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Switzerland and Singapore ranked first and second; Finland ranked third. Sweden, Norway 

and Denmark were 6
th

, 11
th

 and 15
th

 respectively.
6
 

7 

Figure 3: The competitiveness of each market. Competitiveness is defined as how innovative, strong, and stable 

the companies within the regions are and how well the regions have withstood economic downturns. 

Factors that symbolize the Nordic regions attractiveness can be derived from the company’s 

liquidity, leadership and in some cases the fact that it has been undervalued from an 

international perspective.  

Other factors that contribute to the expansion of the Nordic private equity market: 

 Nordic companies are often well established internationally have a large volume of export.  

 

 The Nordic economies are consistently top-ranked worldwide when it comes to transparency 

and political stability. The open and efficient law-system provides security for both PE-

investors and entrepreneurs. 

 

 There is a high level of efficiency, transparency and maturation when it comes to the stock 

markets, which periodically generate excellent exit-opportunities for the private equity firms.  

 

 A distinctive trend among the companies in the Nordic region with intention of sustaining or 

increasing their competitiveness is being able to dispose segments outside their core business. 

By doing this, they increase the focus of the core business and thus increase opportunities for 

                                                           
6
 Schwab, K. Sala-i-Martín, X. (2014), The Global Competitiveness Report 2013-2014, p. 15 

7
 BerchWood Partners (2013), The Nordic Private Equity Way, Special Report p.2 
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the private equity firms to acquire other assets. 

 

 In the Nordic region there are many family-owned companies along with a long-term trend 

that indicates that generational shifts within those families are becoming more common. This 

increases the opportunities for the private equity companies since the rising generation may 

want to add-on/exit or in some way change the family portfolio 
8
 

 

1.6 Known Nordic private equity firms 

 

Some of the best-known Nordic private equity firms, including Nordic Capital and EQT, are 

of Swedish origin. Nordic Capital, based in Stockholm, was founded in 1989, and was 

recently ranked fourth in the Dow Jones top 20 global private equity performance rankings. 

Nordic Capital has placed within the top 20, for four years in a row and has raised nearly 

€12.5 billion.
9
  

 

EQT was founded in 1994 and also has its headquarters in Stockholm, with 18 offices in 14 

countries. Since 1994 EQT has raised approximately €20 billion through 17 funds. EQT has 

made around 110 investments and 60 exits, with more than 550,000 employees in invested 

portfolio companies.
10

 

 

Both Nordic Capital and EQT achieved high rankings in the PEI300, Private Equity 

International, which every year ranks the world’s 300 biggest private equity firms. 
11

 

 

 

 

 

 

 
                                                           
8
 Coeili – Private equity – Vad är private equity och public equity  

9
 Nordic Capital  

10
 EQT Partners 

11
 Bobeldijk. I (2014), “The 300 biggest private equity groups on the planet” 
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2. Theory 

 

This part of the paper will present the information that is relevant to the empirical evidence, 

analysis and conclusions. The theory described in this section covers the basics of private 

equity and then advances into more detailed topics such as LBO analysis, IRR and money 

multiple. The section then describes the mechanics of a leveraged recapitalization.

 

   

2.1 Private equity basics 

 

When talking about private equity, one usually speaks of equity investments in unlisted 

enterprises over a specific period of time. The reason for investing in a particular company is 

often in the hope of improving profitability through financial and operational measures. The 

improvement of value is then realized through some form of “exit”, either via an initial public 

offering or some form of trade sale, to an industry buyer (primary exit) or on to another 

sponsor  (secondary exit).  

 

 

 

Figure 5: Connections between private equity firms, investors and portfolio companies. 

 

Most private equity firms organize their investments through a fund system; a firm can have 

either several funds simultaneously, focusing on different segments and industries, or one 

fund at the time. When a fund is about to be raised, the firm turns to institutional (and 
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occasionally private) investors. These include pension funds, charitable foundations, large 

corporates, university endowments, insurance companies and banks. 
12

 

 

2.2 The basic idea behind leverage 

 

By initiating a leveraged buyout the buyer targets at least a majority of the company’s stocks 

or assets. As its name implies, this type of transaction is highly leveraged, typically around 

70% debt and 30% equity.
13

 A private equity firm’s objective is to maximize the amount of 

debt, which in the long term potentially generates a higher return on equity. To understand 

why more debt in an investment would generate a greater return, we need to look at the lever-

formula, also known as the Johansson-formula, invented by Sven-Erik Johansson.
14

 

 

        (      )
 

 
 

 

Through this formula we can see that the return on equity (RoE) on any given project or 

investment increases when the capital structure is skewed to the debt side. However this is 

only the case if the return on assets (RoA) is higher than the cost of debt (KD). Please note 

that this is a simplified model that shows how leverage can enhance an investment.  

 

2.3 Internal rate of return 

 

Another important – if not the most important – factor that sponsors look at when making 

investments is the internal rate of return (IRR). The IRR measures the total return on the 

equity part of the investment, including any equity contributions made or dividends received, 

over the investment horizon. Usually, private equity firms aim for an IRR of around 25% for 

the holding period, typically 5-7 years (given that it is not prolonged and thereby a possible 

leveraged recapitalization candidate).
15

 

 

                                                           
12

 Altor – Investors of private equity funds 
13

 Zhu. K (2014), Why do LBOs generate higher returns 
14

 Johansson, Sven-Erik, Runsten, Mikael (2005), Företagets lönsamhet, finansiering och tillväxt. 
15

 Rosenbaum. J, Pearl. J (2009), Investment Banking: Valuation, Leveraged Buyouts and Mergers & Acquisitions 
p. 171 
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The IRR can also be defined as the rate that gives the present value (PV) of all the cash flows, 

a net present value (NPV) of zero. 
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The main drivers behind the internal rate of return are the investment target’s projected 

financials, the structure of the financing and the acquisition price as well as the exit year and 

the so-called exit multiple, also known as the cash multiple.  

 

If we assume that a private equity firm contributes SEK 200 million of equity at the end of 

year 0 in the LBO financing and has a return on this investment in year 5 which amounts up to 

SEK 800 million. This investment has an IRR of 31.6 % which can be seen as a good 

investment. We can control that this is correct by checking that this IRR produces an NPV of 

0. 
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The IRR can be easily calculated without the use of Excel by using the following formula.  
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In the scenario described above, this would be 

 

    (
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The leveraged recapitalization (the fundamentals of which will be explained in the following 

sections), which is a re-issuance of debt will increase the IRR, since it is comparable to using 

more leverage in the beginning, the difference being that the additional debt is not issued in 

connection with the buyout, but rather added on in a later stage of the investment period. For 
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this reason, the effects will be similar to increasing leverage initially, which, as shown above, 

would increase the IRR. 

 

2.4 Money Multiple 

 

As previously mentioned, private equity firms consider a range of variables when making an 

investment. An addition to IRR that sponsors also frequently look at, is the money multiple, 

also known as the cash multiple or the exit multiple which examines returns on the basis of a 

multiple of their investment. For example, if a private equity firm invests in a company using 

SEK 200 million of equity and receives an equity return on of 800 million when making an 

exit, the money return, or money multiple, is 4.0x. 

 

An LBO allows large acquisitions with a small amount of equity capital and a large portion of 

debt capital. As seen in the leverage formula, debt can significantly enhance an investment. 

This is illustrated in the following examples. The effect of debt will greatly enhance an 

investment’s IRR and money multiple ceteris paribus.
16

 

 

 

Figure 6: Two types of LBO transactions: one uses a small quantity of debt and the other using a large quantity.  
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 In usual circumstances an increase of debt will also increase the cost of debt. Therefore, exaggerating the 
debt to equity ratio would make the LBO worthless from an investment perspective.  
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Scenario   A B 

IRR   16.5% 27.2% 

Money Multiple 2.1x 3.3x 

 
17

 

 

As seen from the table and figure 6, an increase in debt, holding everything else constant, 

increases both the IRR and the cash multiple. Even if scenario A is able to repay all debt 

through cash flows (not shown) scenario B still makes a bigger profit in terms of IRR and 

cash multiple and is able to make an exit at year 5 with a larger return than in scenario A. This 

is a simplified version of what private equity firms aim to do when making investments, and 

through the data, it is easy to understand why they try to maximize their leverage when 

making new investments.  

 

2.5 The idea behind leveraged recapitalizations 

 

The term “recapitalization” originated from the term “capitalization”, which is a company’s 

capital structure. A leveraged recapitalization refers to a re-issuance of debt that contributes to 

a change in the capital structure, however, where the debt is recapitalized, as new loans are 

taken on again after a first round of taking on debt (and then repaying it). The first round of 

loans typically stem from an LBO. 
18

 

During the financial crisis of 2008, using an initial public offering as an exit strategy was not 

an option. This due to the low valuation of the market, which in turn would undervalue the 

newly listed portfolio companies; hence no sponsor would see this as a viable exit strategy. 

The same could be said for exiting through a primary
19

 or secondary
20

 strategic sale. During 

this period the balance sheets of even the most stable companies were shaken by the crisis and 

most could not afford to focus on anything else other than weathering the crisis. Engaging in 

M&A activity was out of the question. The diagrams in figure 7 plot the global IPO and M&A 

volumes since 2007.
21
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 Calculated as described in section 3.3 
18

 Sullivan. J M, (2013), United States Financial Assistance IBA Corporate and M&A Law  
Committee 2013 
19

 A primary sale is when a sponsor sells to an strategic buyer (for example an industrial company) 
20

 A secondary sale is when a sponsors sells to another sponsor 
21

 Renaissance Capital – IPO Center, Global IPO Volume | Mergermarket M&A Trend Report 2013 
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Figure 7: Changes in the Global IPO (Initial Public Offering) and M&A (Mergers and Acquisitions) volumes 

over time.  

Both the IPO market and M&A market were greatly affected by both the credit crisis in 2008-

2009 and by the sovereign debt crisis in 2010-2011. Therefore it was very hard for the private 

equity companies to exit their holdings and for the investors to cash out on their investments, 

because no one obviously wanted to exit with a discount. So what did this mean for the 

limited partners, who were entitled to a return on their investments?  

Understandably, sponsors sought alternatives in order to extract value and to provide some 

form of return for their limited partners. Many firms have turned to leveraged dividend 

recapitalizations to create liquidity and meet investor demands. 

It is also notable and understandable that the dividend recapitalization structure substantially 

differs from a usual dividend payment. A dividend recapitalization is a type of transaction that 

results in the replacement of a portion of a firm’s appreciated cash balance with debt; this debt 

typically consists of issued bonds or bank loans. A usual dividend however is paid from a 

company’s earnings.
22  

A recapitalization may also be used in other cases and not only in an exit situation. The case 

could be that investors are seeking to capitalize value from their initial investment without 

wanting to decrease its equity position. The reason for doing so could be that the investor 

believes that the market is right and that there is an opportunity to capitalize on their 

                                                           
22
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investment and that the additional debt will not substantially affect the company’s 

operations.23 

Apart from being an alternative to bring in cash to investors in down market where an exit is 

not a possibility, private equity firms can benefit from leveraged dividend recapitalizations in 

multiple other ways: 

 IRR benefits/acceleration 

Increasing leverage will increase IRR over the life of the investment ceteris paribus. (Please 

see the IRR section of this paper). 

 No equity dilution in the portfolio companies 

Re-issuing debt enables the private equity firm to keep control of the company while 

withdrawing some or all of the initial investment. If one would instead want to raise 

additional equity, it would mean partial loss of control of the company operations as the 

private equity ownership would be diluted.  

 In a position to benefit from the portfolio company growth in connection with an 

exit  

A well-planned recapitalization scheme will most likely not alter any growth prospects. 

 The debt interest is tax deductible 

Similar to mortgage loans, interest payments in company debt are tax deductible. So even if 

the required interest is higher than the interest paid on the initial loan tranches in connection 

with the LBO, the interest is still subject to tax deduction which results in lower total interest 

payment.
 24

      

In addition, leveraged recapitalization can be used as a defence mechanism, initiated with the 

purpose of preventing a hostile takeover. A significant increase in debt generally makes a 

company less attractive to investors. However, this paper concerns the leveraged 

recapitalization from the other perspective. 

 

                                                           
23

 Interview with private equity company 1 
24

 M. Boykins & J. Devaney – A closer look at Dividend Recaps 
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2.6 Recaps in the recent years  

 

The phenomenon of dividend recapitalizations is not a new one; the concept was created in 

the latter half of the 1980’s in the U.S. when companies wanted to find an effective way of 

defending themselves from hostile take overs. In other words, the concept was initially not to 

work as an instrument of last resort or to be used as an investment enhancer.
25

 However, these 

uses became more common in combination with the different crises of the 21
st
 century.  

Dividend leveraged recapitalizations have grown in popularity. According to the 2012 issue of 

Standard and Poor’s Capital IQ LCD report, private equity firms borrowed more than 64 

billion dollars combined, with the purpose of using the funds for dividend payments to limited 

partners which is almost double the amount borrowed for this purpose in 2011. 
26

 

Since the US government eased its bond buying program (Quantitative Easing Program) in 

2013 and the global financial market is looking to return to “normal” levels, many 

institutions, including Moody’s believe that the leveraged dividend recaps will be slowing in 

the near future. The general opinion is that dividend recaps simply will not be necessary in 

many cases.
27

 

However, looking back, we have seen an increase in this type of transactions over the past 

years for the following reasons. 

 Historically low interest rates – paving the way for better loan market 

Cheap capital has enabled many independent companies to engage in activities that previously 

would have been unavailable to them. Though not only independent companies have 

identified this opportunity, private equity firms have also taken advantage of these low rates 

and consider it worth engaging in leveraged recap transactions just because of the market 

conditions and the absence of other drivers behind the decision.
28

 

 

                                                           
25

 Kleiman R., Horwitz M., “Leveraged Recapitalizations”, Reference for Business – Encyclopedia of Business, 2
nd

 
ed. 
26

 Boykins M., Devaney L., A closer look at leveraged dividend recapitalization 
27

 Moody’s Investors Service (2013), Announcement: Moody’s: Dividend Recaps Don’t Change the Equation for 
Investors in the Event of Default  
28

 The economist (2013), Six years of low interest in search of some growth 
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 Low M&A and IPO activity leading to companies stockpiling their cash and then 

using it to finance the recap dividends 

In this situation, companies can also choose to pay regular dividends but for some reason 

many of them, such as Apple, do not.  Some companies see this as an opportunity to pay 

interest on non-existing loans, in other words, to take on a loan.  
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3. Methodology 

 

In this section we describe the methods that were used to conduct the qualitative and 

quantitative analysis. It includes the pros and cons of these methods, and some of the 

interview questions used in our analysis.

 

 

Because much of the research in this area has not been done before, a substantial part of our 

research will be based on conversions and interviews with business representatives from the 

participants in the leveraged recapitalization process. The other basis will be the empirical 

evidence that we have extracted from annual reports of portfolio companies that we have 

identified as dividend recapitalizations subjects. We did this for each specific company by 

plotting the total bank debt over time. 

 

3.1 Interviews & Qualitative Analysis 

 

When thinking about the subject, “how leveraged recapitalizations affect portfolio 

companies”, we wanted to be able to gauge the aspects of this this type of “transaction”. What 

were the opinions of the parties involved in the process and how could we draw conclusions 

from the differences and similarities that we would find? This required us to conduct 

interviews with banks (debt provider), investors (LP), Private Equity firms (GP, sponsors) and 

companies (portfolio companies). 

 

To achieve best possible results in the interviews, we sent the interview questions to the 

respondents in advance. We believed the quality of answers would increase with if the 

interviewees were able to prepare them.  We also believed that the interviews would prefer 

knowing ahead of time what type of questions would be asked. Furthermore, we believed that 

meeting face-to-face would give us a better impression of the interviewee and of the subject; 

however due to geographical constraints and scheduling conflicts, only a minority of the 

interviews could be face-to-face.  

 

The interview questions were slightly modified for each interview. The person being 

interviewed was invited to elaborate on his or her answers. Because of recent bad media 
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attention within the Private Equity industry there was often an initial scepticism when we 

contacted the people we wanted to interview, thus, we offered total anonymity to reassure 

them. 

 

Sample questions:  

 What is your opinion of issuing debt in with the sole purpose of pay dividends?  

 What is the general opinion of repayment through a recapitalization?  

 What are the positive and negative aspects of replacing liquid means with bank debt? 

 How do you feel about receiving a return on your investment that is actually a loan 

that has been taken to pay you back? 

 Which key ratios are most affected by recapitalizations, and what ratios would you 

look at to identify if a company has been subject to a leveraged recapitalization? 

 In general, what does a Portfolio Company/LP/GP/Bank/ think of the phenomenon of 

leveraged dividend recapitalizations? 

 In connection with a leveraged recapitalization what change occur in the loan 

structure? In what scenarios will stricter covenants be applied?  

 Is the recap used as a last resort when other financial methods not are available?  

 In what other scenarios are leveraged recapitalizations used?  

 

Date Institution  Segment Medium Used Background of person interviewed 

2014-04-13 Private Equity Firm 1 
Mid/Large 

Cap 
Meeting 

Senior Associate (3 years’ 

experience) 

2014-05-14 Private Equity Firm 2 Large Cap 
Telephone & 

E-mail 

Investment Manager (2 years’ 

experience) 

2014-04-19 Investment Bank 2 
Leveraged 

Finance 
Meeting Analyst (3 years’ experience) 

2014-04-24 Merchant Bank 1 
Acquisition 

Finance 

Telephone & 

E-mail 
Associate (4,5 years’ experience)  

2014-05-08 Portfolio Company 1 
Building 

Company 

Telephone & 

E-mail 
CFO (15 years’ experience) 

2014-05-12 Investor 
Pension 

Fund 

Telephone & 

E-mail 

Head of Alternative Investments  (25 

years’ experience)  

 

 

Throughout these conversations we were able to draw conclusions and analyse how leveraged 

recapitalizations affected the companies. We also wanted to include the lenders (banks) 

opinions and their views on this phenomenon to be able to use that information for our 

analysis. We wanted to include their views because they had much valuable knowledge about 

the structure of the process that could help us to draw more informed conclusions. 
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3.1.1 Investment manager perspective (GP) 

 

We wanted to interview the private equity funds because they make the decision to restructure 

or recapitalize the loans in their portfolio companies. Since they own the business, they have 

the last say.  

 

Even if some private equity firms tend to have less involvement in the day-to-day businesses 

of the company, financing decisions that can affect key ratios such as IRR are bound to go 

beyond the decision power of company management. The interviews were conducted through 

meetings over the telephone and through email exchanges.  

 

3.1.2 Investor perspective (LP) 

 

We wanted to ask the investors if they had any opinion on the origins of their return.  Do they 

care if the money they get consists of recapitalized loans and not the actual return on 

investment that they hoped for? Does it matter to them that the recapitalizations might affect 

company operations? Why or why not? 

 

3.1.3 Portfolio company perspective 

 

Our hypothesis is that the portfolio companies have the strongest opinions on the 

recapitalizations since they and their employees are the directly affected by changes to the 

capital structure. A significant increase in debt can cripple many of the planned or even on-

going operations.  

 

3.1.4 Bank perspective 

 

We also chose to interview the people who processed and granted these loans: in other words 

the banks. The banks structure the loans but other than granting them and handing over the 

amount (and retaining the interest), do not have an active part in the ongoing recapitalization 

process other than setting the covenants. Since they have expertise on the subject we thought 

it would be suitable to ask bank representatives about the process.   
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3.1.5 Pros and cons of the methods used for our qualitative analysis 

 

The advantages of using interviews for our qualitative analysis are that we learned a personal 

point of view from each party. In personal conversations, it is much easier to ask more 

probing or follow-up questions. We did not encounter any disadvantages when conducting 

interviews other than sometimes being side-tracked onto topics that cost us valuable interview 

time.  

 

3.2 Quantitative analysis 

 

In addition to the qualitative interviews, the quantitative analysis will be the base for our 

conclusions. We have gathered financial data and established a dataset of multiple Nordic 

portfolio companies (from a wide range of industries spanning from heavy industry, and real 

estate to healthcare, services, and technology) that have recapitalized their loans. This dataset 

will be the cornerstone of our quantitative analysis.  

 

In this paper the quantitative analysis consists of a trend analysis where conclusions are drawn 

by looking and analysing the numbers of our data set. To do so in the most effective way, a 

sample company is extracted from the dataset and is used to point out specific ratios that in a 

pedagogical and more understandable way shows how the different ratios are affected when a 

substantial change to the capital structure is made (leveraged recapitalization occurs). The 

sample company is not the single subject to the conclusions but rather a “picture” that 

portrays the trends in the whole dataset. The entire data set is available in the appendix.    

 

3.2.1 Pros and cons of the methods used for our quantitative analysis 

 

The advantage of doing the quantitative analysis and examining key ratios is the visible 

changes and development over time. Calculating key ratios simplifies the raw data and makes 

it easier to analyse trends and discover connections. However, there are many other non-debt-

related factors that affect the key ratios that we have selected to analyse, such as changes in 

sales and some sales related margins, it is thus harder (but not impossible) to draw 

conclusions and establish a ceteris paribus analysis. 
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Moreover, in some cases, later adjusted financial data is made after annual report 

announcements, those numbers slightly differ from the initial financial information which can 

mean that the financial data used is not always the most up to date, which might cause 

marginal errors (but nothing too big for it to become useless). 
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4. Empirical Evidence  

 

This section shows the results, or the raw data that is extracted when using our methods 

described in section 2.  The reader can observe the interview outcomes that lay the 

foundations for our qualitative analysis as well as the different key ratios that were selected 

for the quantitative analysis.

 

4.1 Qualitative Data 

4.1.1 Private equity perspective (GP) 

 

Both private equity firms that we interviewed are based in Stockholm. There is no outspoken 

investment profile of any of the firms but the trend of earlier investments indicates a focus on 

industrial and technology companies within the mid-cap segment.  

One of the investment managers that we interviewed about which party in the recapitalization 

process that has the final say in financial and operational decisions replied, “When it comes to 

financial issues such as debt, cost cutting and the likes we feel that we as investment 

managers who have an active role in managing the investments have a good understanding 

and are in most of the cases educated enough to make those decisions, however, we always 

keep a close dialogue with the board of directors of the portfolio company in question. When 

it comes to the operational decisions however, we mostly let the businesses run themselves, 

but at the same time, we are kept informed about what is going on”. 

When we brought up the subject of leveraged recapitalizations, we were told that it is natural 

and in many cases part of a strategy. Our informant explained that apart from being a 

mechanism to extract capital when the market does not give acceptable prices for a trade sale 

or an IPO, a leveraged recapitalization can be used to enhance the IRR of an investment.  

We also wanted to know which underlying motives were the most typical for 

recapitalizations. The PE firm believed that there were two common scenarios: 

 

1. If an exit is possible but the private equity company forecasts a potential growth or 

increased revenues that it wants to monetize, then the “recap” can extend the life of the 

investment and maintain leverage levels.  
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2. If the loans are about to mature and there is no exit possibility, the company has to 

refinance its loans and since the sponsors are more dependent upon the banks, they 

usually receive favourable terms.  

 

We were also told that the new debt being issued is sometimes more expensive and sometimes 

less; the determinants of this are (1) the state of the market and how cheap/expensive debt is 

(i.e. what levels of interest rates are at etc.), and (2)  how well the company has performed 

against the initial covenants that were set in connection with the LBO. It is therefore 

impossible to generalize and say “recap debt is always more expensive than LBO debt” or 

vice versa.  They both also pointed out that it is vital to keep track of the current and 

developing debt markets, and to show a good track record to obtain loans on  favourable 

terms.  

 

4.1.2 Investor perspective (LP) 

 

To obtain the investor’s perspective we interviewed the head of alternative investments at one 

of Sweden’s pension funds. We also spoke with the person responsible for private equity 

investments. 

We started by asking for his thoughts on recapitalizations. He replied that he perceives 

leveraged recapitalization as something that could be effective when a company has the 

ability to generate strong cash flows and can even in some cases is a part of a strategy in order 

to maximize returns over a period of time:  

Because each company is unique in its way of creating cash flow, it is hard to 

generalize, in some companies recapitalizations can be very suitable, and in 

others it can in fact harm the company. It is important to conduct through 

analysis from all perspectives when loading on more debt onto the balance 

sheet. We as investors always try to track the financial risks so we really want to 

know what the motivations behind a possible recapitalization are. However as 

investors, we do not have much of a say in the matter, even if the investment 

managers always keep us up to date, they make the final call. We are merely 

informed and in frequent dialogue with them that is also why we have only are 
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liable to a limited extent; we cannot lose more than we invest, whereas the 

private equity firm has a risk of default.  

When we asked if they care that the “recapitalization money” consists of loans that have the 

sole purpose of paying them back, we were told that it does not matter that the dividends are 

in the form of loans for the company as long as it does not greatly increase the risk for the 

company issuing the loans. They care about the risks because the recapitalizations repaid very 

rarely amount up to the total return expected by the investor. 

We also asked what type of characteristics they looked for when investing in private equity: 

“We like to invest in funds of portfolio managers who got something diverse or unique to 

bring to the table. An ideal portfolio manager has a good track record and is well disciplined, 

especially in times of uncertainty.” 

 

4.1.3 Portfolio company perspective   

 

When getting the views of the portfolio companies we contacted the CFO of a building 

company. The company is located in a smaller city in Sweden and operates within the 

commercial and home building sector. Building firms typically operate with less working 

capital.  This firm underwent its first leveraged recapitalization in 2006 and then another one 

in 2008, so we thought that the firm would be a valuable resource.  

Furthermore, the company has a good track record and a strong business relationship with the 

local bank, which enabled it to receive a very “generous” loan. There was not a bigger 

difference in the recapitalization loan structure than the covenants given in connection with 

the LBO since the performance of the firm had not improved to the recapitalization point.  

When bringing up the subject of recapitalizations, we learned that the company believes it can 

be an effective way of extracting capital if the prevailing circumstances are favourable.  At 

the same time, however, making a recapitalization in the wrong time or under the wrong 

market conditions can cripple a business, something that they had happened to them.   

Moreover, the CFO pointed out the advantages of being based in a smaller city; it fostered a 

strong collaboration between entrepreneurs and banks.  “If you are located in a bigger city 

there is a higher level of competiveness and the banks are much more ratio-oriented, here we 
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have been able to establish a long lasting relationship on a personal level which is very 

advantageous for us”.  

Their own recapitalization experience has not been very good. After the recapitalization, the 

company lost some operational flexibility and the CFO stated that it was harder for them to 

issue new mortgages on their real estate holdings.  In order to meet the covenants and 

amortization requirements, the firm was forced to put some of its capital-intensive projects on 

hold. However, he mentioned that recapitalizations had eased the process of finding a buyer. 

He ended with saying that it is very important to listen to the management of the company 

before conducting recapitalizations because managers have the best understanding of the 

business. He thought, however, that in many cases the owners (private equity firms) 

prioritized their own agendas which in the long run harmed the company. 

 

4.1.4 Bank perspective  

 

We asked bank representatives some of the questions that we had asked investment managers, 

investors and portfolio companies. 

 

When we asked the banks for their opinion on lending capital that has the sole purpose of 

being paid as a dividend, the answer was similar to what we had heard from the investment 

managers and investors:  

While initiating a leveraged recapitalization, in purpose of paying back the 

LP’s, the typical limited partner does not bother whether the capital is financed 

by new loans. All refunds are welcome. If the recap does not cover the entire 

debt and the firm still holds the portfolio company, usually the LP’s demands an 

exit by the PE.  

The banks seem uninterested in how the money should be used within the company; they are 

more interested in negotiating new covenants and making sure that the terms are met during 

the life of the loan. 

 

From a bank perspective, a recapitalization that replaces a company’s cash position with debt 

has no obvious benefits, aside from the possibility of paying dividends to the owners of the 

company. Thus the downside of this action limits financial and operational flexibility. 
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Terms concerning new loans related to recapitalizations are based on earlier performance and 

can be considered as an ordinary negotiation process. The structure of potential upcoming 

loans are based on previous contracts but can be updated with relevant covenants. Candidates 

that have performed well and shown an ability to decrease their initial debt levels over time 

have a good chance to negotiate better covenants than companies with no such track record, 

much like an individual that is negotiating home loans. In other words, well-performing 

candidates find it easier to obtain cheaper loans and more generous covenants.  

 

However, the market and the economic climate determine the pricing of loans and covenants. 

The banks explain that these factors outweigh a private equity company's track record, even if 

that is an important aspect. Today’s market conditions have been very favourable for sponsors 

hoping to leverage their portfolio companies, characterized by a market with historically low 

interest rates.  
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4.2 Quantitative Data 

 

When conducting the quantitative analysis we include a single company analysis as an 

example of the scenarios that we are analysing. A single company analysis cannot represent 

an entire trend line in a market or industry and conclusions that are drawn from a single 

company merely reveal that particular company’s micro economic condition. We want to 

stress that the conclusions drawn and the analysis conducted were not based only on a single 

company.  For access to our entire data-set please navigate to the appendix section (8).  

 

29 

 

Moreover, we focus on the following key ratios. (The selection of this universe of ratios was 

identified with the help of industry experts, mainly our Merchant Bank contact that works 

with structuring loans such as dividend purposed recapitalization for private equity 

companies.) 
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  The table is from an actual Swedish private equity owned company that has been subjected to a leveraged    
recapitalization 

Portfolio company X4 2012 2011 2010 2009 2008

Sales 501 319 481 800 484 245 411 530 465 298

Sales Growth 4% -1% 15% -13% N/A

EBIT 86 668 93 959 75 682 19 131 33 476

EBIT % 17% 20% 16% 5% 7%

EBITDA 119 770 126 919 110 786 56 143 71 075

EBITDA % 24% 26% 23% 14% 15%

Net Income 37 255 49 097 30 910 -18 046 -21 095

Net Income % 7% 10% 6% -4% -5%

Short Term Debt 88 913 77 632 108 112 80 776 111 913

Long Term Debt 374 776 423 423 260 438 362 929 522 087

Total Debt 463 689 501 055 368 550 443 705 634 000

Equity 119 672 84 544 232 105 198 453 49 391

Result af. Fin. cost. 59 278 74 630 54 230 -11 437 -16 515

Interest Expe. 27 390 19 329 21 452 30 568 49 991

Debt/Total Cap Strucutre 79% 86% 61% 69% 93%

Cash 100 154 72 397 61 491 65 536 35 515

ICR 3,16 4,86 3,53 0,63 0,67

RoE 31% 58% 13% -9% N/A

RoA 6% 8% 5% -3% N/A

Net Debt 363 535 428 658 307 059 378 169 598 485

Net Debt/EBITDA 3,04 3,38 2,77 6,74 8,42
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Interest Coverage Ratio (ICR) is calculated by dividing the operating profit (EBIT) by 

interest expense.
30

 

 

    
    

                
 

   

When the ratio becomes lower, it becomes harder for a company to pay its interest. A ratio of 

less than 1 means the operating profit is not sufficient to pay the interest expenses and the 

company may have to default. Ideally a ratio over 1.5 is preferable. 

 

Debt to Total Capital Structure Ratio, gives an approximate view of the company’s debt 

situation, it tells how much of the company’s operations is financed with debt compared to 

equity, or in other words, how leveraged the company is. A higher percentage of this ratio 

(compared to the industry average) is considered to be riskier than a lower percentage.
31

 

 

                                
          

                              
 

 

Net Debt to EBITDA, this ratio is useful because it tells us approximately how many years it 

would take for the company to pay off its debt. First one needs to calculate the Net Debt 

which is done by adding the total debt and subtracting from that figure the cash on hand. 

 

                                                                

 

Which is then divided by EBITDA (Earnings Before Interest Tax Depreciation Amortization) 

and can be seen as a proxy for a company’s cash flow.
 32
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 Investopedia – Interest Coverage Ratio 
31

 Investopedia – Debt-to-Capital Ratio 
32

 Investopedia – Net Debt-to-EBITDA Ratio 
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5.  Analysis 

 

In this section the qualitative and quantitative analysis are described. Here the data that that 

was written down as empirical evidence in section 4(and the data that is listed in the 

appendix) is analysed and conclusions are drawn from a qualitative and quantitative 

perspective respectively.

 

  

5.1 Qualitative Analysis 

5.1.1 Two aspects of dividend recaps 

 

Several interviews were conducted for this paper. In line with our hypothesis, the there was a 

range of opinions. The company that was subject to the recaps had much more to say (or to 

complain about) than did the firms PE firms that initiated them. This can be understandable 

since it is the portfolio companies that will feel the weight of the new debt.  However, all the 

other parties seemed to see this relatively new phenomenon as a golden parachute.  

 

One private equity firm pointed out that with the help of dividend recaps they could satisfy 

their LPs with distributions and hence concentrate on other things such as the next round of 

fundraising. The portfolio company director that we interviewed pointed out that there are 

however certain aspects that were positive in connection with a dividend recap (apart from the 

negative ones mentioned above), and it was the fact that a dividend recap enabled them to get 

more breathing room and less pressure to locate a buyer. The recapitalization processes only 

postpones the work of finding a buyer. Eventually they will have to find one. In our view, one 

way to motivate the management (and also in the case of operational performance) is to make 

them part owner of the business. In this way they will feel the urgency to find a buyer when a 

there is a window for exiting the business.  
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We can see two consequences of leveraged dividend recapitalizations.  

 

1. Reintroduction of debt risk 

When a PE firm initiates a LBO, the risk is greatest during the first year because the company 

subject to the LBO is highly leveraged after the transaction. The firm deems this debt-skewed 

capital structure worth the risk since the value creation that the company is subject to will 

compensate for these risks. The reintroduction of risk (recapitalization) can limit operational 

flexibility by making it harder to finance new investments or the strategic decisions which 

may be crucial to the company’s wellbeing (especially in times of financial turbulence). 

However, re-leveraging does not have any underlying value-adding agenda, so there is no 

added value from an operational point of view.  

 

With regards to covenants and debt risks, a stable track record post LBO is essential when 

negotiating covenants for the recapitalization. However, even more important is the state of 

the debt market. Unfavourable market conditions will outweigh positive track records and 

generate unfavourable covenants. Hence the state of the market matters more than how the 

company has performed post LBO. 

 

2. Rally return measures  

The other part is a more frequent driver behind dividend recaps – using them as an IRR 

enhancer. Re-leveraging has a positive effect on the final IRR of the investment. However as 

one investment manager we interviewed said, “you cannot eat IRR".  

 

IRR is a measurement of return and one of the most important factors to look at when 

conducting an investment. But, contrary to money multiple it is just a value that shows how a 

return has done, it does not offer a bigger cash pile; in the long run, it will probably reduce it 

(due to additional interest payments). For example, if someone has have an investment that 

has an IRR of 20% and cash multiple of 3.0x, a dividend recap has the risk of turning the 

scenario into - IRR of 25%  but only a cash  multiple of  2.5x. This has a very simple 

explanation. Adding debt will increase IRR since one essentially create more with less equity 

(the lever effect is greater), however, that debt is certainly not free and in some cases the loan 

covenants are stricter, especially in cases where the lender is in the power position (for 

example the second scenario that today’s banks see as very common, see the empirical 



 
 

34 

evidence section for more information), which leads to more expensive debt than in 

connection with the initial LBO. Therefore the cash need to be spent to pay interest which 

causes the money multiple to decrease. 

 

What would an LP prefer: better performance or greater liquidity? One can think that cash on 

hand is the obvious choice but according to our interviewees, it differs from case to case. 

 

A new private equity firm eager to impress its initial investors will try to maximize IRR to 

show that it can create a lot with a little. Its performance with its first fund they raise is crucial 

to what happens with later funds. A realized first fund with “good” (by private equity 

standards, around 20-25% IRR) returns will leave investors wanting to commit even more 

capital to a future second fund. 

 

5.1.2 Risks  

 

It is important to assess the risk that occurs with regard to leveraged dividend 

recapitalizations. As mentioned, engaging in these types of transactions leverages the 

portfolio companies without any operational benefits to show for it (no increase revenues or 

cash flow). The increased debt levels can cause a default of long-term operational objectives 

by focusing on short-term cash flows (through the leveraged dividend recap), much as a listed 

company often focuses far too much on quarterly results. From the perspective of the listed 

companies; the people who force them to focus on short-term intervals are the shareholders 

who are often eager to see results and focus on short-term profits. This can be compared to 

our case, with the leveraged recapitalizations, throughout our talks we learned that it was 

mostly the PE firms that wanted to provide short-term results (something that the portfolio 

company we interviewed experienced in connection with its recapitalization).  In some 

extreme cases we were told it can even interfere with and obstruct the day-to-day operations 

within the portfolio companies. 

 

We believe firms should plan these types of transactions very carefully.  Increased debt levels 

have not only the potential to cripple operations and long-term strategic plans, but also to a 

company’s credit rating which leads to stricter covenants in connection with other loans, 

something can be very harmful in the event of a contingent recession.  
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5.1.3 Protective Intervention   

 

Given the risks associated with leveraged dividend recapitalizations, it is important to mitigate 

them as much as possible. When conducting our interviews this was a popular topic but few 

of the interviewees had ideas on how to solve the additional problems that could accompany 

these transactions.  

 

It is of utmost importance to have good communication with the concerning company; after 

all, the employees of the portfolio companies are constantly in contact with the day-to-day 

operations of the company, and their perspective can provide very valuable information that 

can help all parties understand the possible effects of the transaction. It is also important for 

the directors of the involved parties to consider and analyse all information, including interest 

rate projections, macroeconomic environment conditions, industry risk and micro economic 

conditions such long-term strategic plans for the company subject to the dividend recap. 

 

Most of the private equity firms have many people with a very good understanding of finance 

and assessing financial and operational risks. However a second opinion does not hurt. There 

are actually companies, independent financial advisors, which provide solvency opinions, 

which is exactly what it sounds like - a second opinion on if a company can remain solvent 

for example when taking on new debt in connection with a leveraged recapitalization.  

 

5.2 Quantitative Analysis 

 

By looking at the numbers in the empirical section (4) and the appendix (8), some trends are 

apparent. We have included the key financials of one of the companies that we analysed. We 

identified the companies that were subject to leveraged recapitalizations by plotting the total 

bank debt over a period of time. The appendix contains our entire dataset.  

 

We have kept the companies anonymous at their request and to protect ourselves from any 

potential liability. If we start by looking at what happens with the debt, to localizing the actual 

recapitalization, there is substantial increase in debt which causes the total debt to increase. 

For Portfolio Company X4 listed above, the recapitalization occurred between 2010 and 2011.  
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Given that there are other factors that change over the years it is difficult to draw precise 

conclusions on what happens pre- and post- recap. However, from the studies that we have 

done and the people we have interviewed we can establish that debt-related ratios will be 

negatively affected by an increase in all-over debt levels.  

 

A good example is the Interest Coverage Ratio (ICR). As shown in section 4 (Empirical 

Evidence), for Portfolio Company X4, ICR rises after the additional debt increase, because 

the operating profit margins (EBIT %) greatly increased, even though sales declined. Another 

factor affecting this is the interest expenses, which declined because the company probably 

had substantial interest incomes during this period which would even out the additional 

interest expenses from the new loans. It is therefore difficult to draw conclusions since many 

other factors affect the final outcome. If one would however make a ceteris paribus  analysis 

it would be easy to understand why the ICR would dramatically drop. These factors raise 

another interesting question: perhaps most companies would not engage in recap activities if 

they knew that the subjected company would not be able to withstand such debt levels. The 

example above is such a case when it comes to ICR, which is one of the most important debt- 

related ratios. 

 

Another relevant ratio is the Debt to Total Capital Structure. It is calculated by dividing the 

total debt by the capital structure (balance sheet total) which is the shareholders’ equity plus 

total debt. As expected, the Debt to Total Capital Structure ratio will increase after a 

leveraged recap and hence make it more leveraged, increasing the risks in the company. A 

leveraged company is more sensitive to the economic environment and limits that tools 

available to make the important strategic decisions that may be critical to the company’s 

future operations.  

 

Another important factor is the Net Debt to EBITDA ratio. Net Debt differs from Total Debt 

in that it includes a cash factor; this gives a cleaner sense of the company’s debt situation. As 

seen from Portfolio Company X4, an increase in debt causes this ratio to go up post the 

recapitalization; however, other factors such as improving margins substantially moderate the 

outcome. Looking at other companies in the data-set this trend is clear, and would have been 

even more so with a ceteris paribus comparison, (which is unrealistic).  
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6.  Conclusions 

 

In this section the qualitative and quantitative analysis of the previous section is summed up 

and conclusions are drawn by combining the two perspectives.

 

We conclude that process of a leverage recapitalization has substantial effects on portfolio 

companies from both operational and financial perspectives. Apart from adding on the 

additional risk that comes with leverage, recapitalizations have the power to cripple business 

and set aside long term strategic plans if proper due diligence has not been made in advance. 

The due diligence that needs to be executed must examine the current financial status of a 

company, it is crucial to investigate if the additional debt levels will be manageable from a 

current debt and cash flow point of view. However, in some situations these negative effects 

need to be overseen as investors will demand repayment; this is when recapitalizations are 

used as a measure of last-resort. 

 

Given the right circumstances however, leveraged dividend recapitalizations are most often 

used as an effective investment enhancer.  For example;  a company that has strong cash 

flows and is able to push down debt levels relatively fast can be subjected to more debt during 

the life of the investment and thus act as an IRR enhancer. Generally speaking, companies 

that do not require extensive amounts of capital to operate are usually good recapitalization 

subjects (given the right credit and cash flow profile), because most of the cash flows can be 

used to amortize the new debt levels, companies within the professional services industry is a 

good example. However companies that require large amounts of capital should be more 

careful because a substantial amount of cash must be used for daily operations, companies 

within such fields could for example be heavy industry, real estate and other capital intensive 

business.  

 

All in all, it is important to view every company from its own perspective, all companies have 

their own unique financial profile and a rigorous qualitative and quantitative analysis should 

be made by owners to ensure that the company can withstand the effects before initiating this 

type of transaction.   
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7. Further Studies 

 

In this section we will give insight to what can be investigated further in relation to the effects of 

leveraged recapitalizations. 

 

By creating a data-set containing financial data of portfolio companies we were able to 

analyse and draw conclusion on how the companies were affected from a financial 

perspective. To be able to draw further conclusions on this topic and observe additional 

dependencies, one could conduct a panel data regression analysis. Thus this demands a large 

quantity of analysable data. Our data-set however, included only nine suitable companies with 

financial data for the past five years; this yielded a too low number of observations and thus 

too many insignificant correlations. In order to increase the significance level a person would 

need to extend their data-set (portfolio companies and financial data over multiple years).  

 

Something additionally interesting that would be interesting to analyse would be how the 

dividends and dividend polices are structured and how leveraged recapitalizations affect 

these, however as specifications regarding dividends is not disclosed in the annual reports we 

have had access to - this would requires some form of “inside information”. 
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9.  Appendix 

 

 

Portfolio company X1 2012 2011 2010 2009 2008

Sales 196 930 192 273 178 528 221 927 260 867

Sales Growth 2% 7% -24% -18%

EBIT 14 437 6 142 1 003 9 263 17 592

EBIT % 7% 3% 1% 4% 7%

EBITDA 26 499 17 836 14 069 23 000 28 448

EBITDA % 13% 9% 8% 10% 11%

Net Income 7 700 326 -4 194 791 6 051

Net Income % 4% 0% -2% 0% 2%

Short Term Debt 51 982 48 071 51 507 56 708 40 087

Long Term Debt 74 742 90 837 88 659 101 008 113 617

Total Debt 126 724 138 908 140 166 157 716 153 704

Equity 28 694 21 321 20 916 27 353 27 657

Result af. Fin. cost. 8 382 -67 -3 414 4 423 9 052

Interest Expe. 6 055 6 209 4 417 4 840 8 540

Debt/Total Cap Strucutre 82% 87% 87% 85% 85%

Cash 6 729 4 078 3 149 15 090 4 254

ICR 2,38 0,99 0,23 1,91 2,06

RoE 27% 2% -20% 3%

RoA 5% 0% -3% 0%

Net Debt 119 995 134 830 137 017 142 626 149 450

Net Debt/EBITDA 8,31 21,95 136,61 15,40 8,50

Portfolio company X2 2012 2011 2010 2009 2008

Sales 4 626 094 4 501 284 4 065 603 3 608 812 3 782 595

Sales Growth 3% 10% 11% -5%

EBIT 177 247 174 225 144 421 112 875 153 307

EBIT % 4% 4% 4% 3% 4%

EBITDA 220 802 221 803 192 930 163 077 195 505

EBITDA % 5% 5% 5% 5% 5%

Net Income 85 114 75 542 50 119 22 165 38 622

Net Income % 2% 2% 1% 1% 1%

Short Term Debt 736 268 714 461 641 144 459 141 485 502

Long Term Debt 1 021 933 954 857 1 127 152 1 213 205 1 120 627

Total Debt 1 758 201 1 669 318 1 768 296 1 672 346 1 606 129

Equity 521 580 450 717 375 343 343 020 307 193

Result af. Fin. cost. 119 939 103 139 69 239 19 902 54 746

Interest Expe. 57 308 71 086 75 182 92 973 98 561

Debt/Total Cap Strucutre 77% 79% 82% 83% 84%

Cash 83 249 11 235 104 052 36 850 36 850

ICR 3,09 2,45 1,92 1,21 1,56

RoE 16% 17% 13% 6%

RoA 4% 4% 2% 1%

Net Debt 1 674 952 1 658 083 1 664 244 1 635 496 1 569 279

Net Debt/EBITDA 7,59 7,48 8,63 10,03 8,03
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Portfolio company X3 2012 2011 2010 2009 2008

Sales 1 167 687 1 294 266 695 450 601 685 789 102

Sales Growth -11% 46% 13% -31%

EBIT -66 041 -48 342 3 927 44 407 27 120

EBIT % -6% -4% 1% 7% 3%

EBITDA -48 761 -32 627 16 131 55 066 37 740

EBITDA % -4% -3% 2% 9% 5%

Net Income -56 984 -40 722 -700 39 886 16 410

Net Income % -5% -3% 0% 7% 2%

Short Term Debt 304 454 248 359 199 642 118 143 133 753

Long Term Debt 0 8 000 56 000 0 18 896

Total Debt 304 454 256 359 255 642 118 143 152 649

Equity 110 914 167 898 211 109 210 909 170 429

Result af. Fin. cost. -68 991 -50 534 3 412 43 420 24 147

Interest Expe. 2 950 2 192 515 987 2 973

Debt/Total Cap Strucutre 73% 60% 55% 36% 47%

Cash 1 047 8 987 50 355 43 691 13 056

ICR -22,39 -22,05 7,63 44,99 9,12

RoE -51% -24% 0% 19%

RoA -14% -10% 0% 12%

Net Debt 303 407 247 372 205 287 74 452 139 593

Net Debt/EBITDA -6,22 -7,58 12,73 1,35 3,70

Portfolio company X4 2012 2011 2010 2009 2008

Sales 501 319 481 800 484 245 411 530 465 298

Sales Growth 4% -1% 15% -13%

EBIT 86 668 93 959 75 682 19 131 33 476

EBIT % 17% 20% 16% 5% 7%

EBITDA 119 770 126 919 110 786 56 143 71 075

EBITDA % 24% 26% 23% 14% 15%

Net Income 37 255 49 097 30 910 -18 046 -21 095

Net Income % 7% 10% 6% -4% -5%

Short Term Debt 88 913 77 632 108 112 80 776 111 913

Long Term Debt 374 776 423 423 260 438 362 929 522 087

Total Debt 463 689 501 055 368 550 443 705 634 000

Equity 119 672 84 544 232 105 198 453 49 391

Result af. Fin. cost. 59 278 74 630 54 230 -11 437 -16 515

Interest Expe. 27 390 19 329 21 452 30 568 49 991

Debt/Total Cap Strucutre 79% 86% 61% 69% 93%

Cash 100 154 72 397 61 491 65 536 35 515

ICR 3,16 4,86 3,53 0,63 0,67

RoE 31% 58% 13% -9%

RoA 6% 8% 5% -3%

Net Debt 363 535 428 658 307 059 378 169 598 485

Net Debt/EBITDA 3,04 3,38 2,77 6,74 8,42
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Portfolio company X5 2012 2011 2010 2009 2008

Sales 472 836 600 585 524 973 536 944 591 815

Sales Growth -27% 13% -2% -10%

EBIT 12 545 29 156 -18 225 48 068 66 448

EBIT % 3% 5% -3% 9% 11%

EBITDA 45 800 62 688 15 819 82 594 100 357

EBITDA % 10% 10% 3% 15% 17%

Net Income -26 378 39 -32 338 -25 171 -26 839

Net Income % -6% 0% -6% -5% -5%

Short Term Debt 117 219 319 900 109 098 158 622 197 940

Long Term Debt 123 805 0 229 084 217 961 289 385

Total Debt 241 024 319 900 338 182 376 583 487 325

Equity 13 449 400 5 632 2 904 1 252

Result af. Fin. cost. -2 543 10 027 -34 111 31 692 39 930

Interest Expe. 15 088 19 129 15 886 16 376 26 518

Debt/Total Cap Strucutre 95% 100% 98% 99% 100%

Cash 3 420 4 389 9 953 56 658 94 378

ICR 0,83 1,52 -1,15 2,94 2,51

RoE -196% 10% -574% -867%

RoA -10% 0% -9% -7%

Net Debt 237 604 315 511 328 229 319 925 392 947

Net Debt/EBITDA 5,19 5,03 20,75 3,87 3,92

Portfolio company X6 2012 2011 2010 2009 2008

Sales 4 744 817 4 992 954 4 810 089 4 952 473 6 591 847

Sales Growth -5% 4% -3% -33%

EBIT 19 123 46 682 114 -87 234 -238 445

EBIT % 0% 1% 0% -2% -4%

EBITDA 53 857 87 824 41 188 -41 650 -189 135

EBITDA % 1% 2% 1% -1% -3%

Net Income 14 925 56 539 25 225 -91 956 -276 679

Net Income % 0% 1% 1% -2% -4%

Short Term Debt 760 529 651 473 577 207 587 983 683 312

Long Term Debt 531 138 591 097 360 820 397 113 511 669

Total Debt 1 291 667 1 242 570 938 027 985 096 1 194 981

Equity 370 057 352 666 350 685 328 831 122 383

Result af. Fin. cost. 20 574 83 825 20 903 -92 896 -300 141

Interest Expe. -1 451 -37 143 -20 789 5 662 61 696

Debt/Total Cap Strucutre 78% 78% 73% 75% 91%

Cash 139 586 95 018 66 080 165 066 61 680

ICR -13,18 -1,26 -0,01 -15,41 -3,86

RoE 4% 16% 7% -28% -226%

RoA 1% 4% 2% -7% -21%

Net Debt 1 152 081 1 147 552 871 947 820 030 1 133 301

Net Debt/EBITDA 21 13 21 -20 -6
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Portfolio company X7 2012 2011 2010 2009 2008

Sales 514 813 584 911 578 829 503 424 462 617

Sales Growth -14% 1% 13% 8%

EBIT -20 226 28 231 31 787 28 397 19 179

EBIT % -4% 5% 5% 6% 4%

EBITDA -14 611 33 225 36 563 31 978 22 431

EBITDA % -3% 6% 6% 6% 5%

Net Income -10 670 22 655 20 202 21 744 15 505

Net Income % -2% 4% 3% 4% 3%

Short Term Debt 151 584 154 006 164 502 155 911 164 745

Long Term Debt 0 0 0 0 0

Total Debt 151 584 154 006 164 502 155 911 164 745

Equity 14 855 25 525 23 507 17 308 13 989

Result af. Fin. cost. -20 110 28 888 29 840 27 505 22 259

Interest Expe. -116 -657 1 947 892 -3 080

Debt/Total Cap Strucutre 91% 86% 87% 90% 92%

Cash 7 911 16 014 26 356 42 094 29 614

ICR 174,36 -42,97 16,33 31,84 -6,23

RoE -72% 89% 86% 126%

RoA -6% 13% 11% 13%

Net Debt 143 673 137 992 138 146 113 817 135 131

Net Debt/EBITDA -9,83 4,15 3,78 3,56 6,02

Portfolio company X8 2012 2011 2010 2009 2008

Sales 958 088 1 129 839 886 972 494 828 886 386

Sales Growth -18% 21% 44% -79%

EBIT -15 461 49 521 -3 710 -123 697 -75 064

EBIT % -2% 4% 0% -25% -8%

EBITDA 70 292 129 942 78 111 -38 663 14 696

EBITDA % 7% 12% 9% -8% 2%

Net Income -46 248 20 705 -16 205 -30 784 -141 440

Net Income % -5% 2% -2% -6% -16%

Short Term Debt 290 682 316 277 343 390 218 426 247 945

Long Term Debt 168 436 156 621 125 874 133 516 806 666

Total Debt 459 118 472 898 469 264 351 942 1 054 611

Equity 380 126 428 685 409 550 431 688 -130 041

Result af. Fin. cost. -42 819 27 853 -15 814 -30 806 -179 136

Interest Expe. 27 358 21 668 12 104 -92 891 104 072

Debt/Total Cap Strucutre 55% 52% 53% 45% 114%

Cash 7 863 25 746 11 994 7 052 8 752

ICR -0,57 2,29 -0,31 1,33 -0,72

RoE -12% 5% -4% -7%

RoA -6% 2% -2% -4%

Net Debt 451 255 447 152 457 270 344 890 1 045 859

Net Debt/EBITDA 6,42 3,44 5,85 -8,92 71,17
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Portfolio company X9 2012 2011 2010 2009 2008

Sales 524 689 527 824 460 969 440 980 430 784

Sales Growth -1% 13% 4% 2%

EBIT 774 62 593 37 865 19 921 11 495

EBIT % 0% 12% 8% 5% 3%

EBITDA 41 640 103 394 76 919 58 579 45 531

EBITDA % 8% 20% 17% 13% 11%

Net Income -29 845 21 098 -549 -17 731 -21 845

Net Income % -6% 4% 0% -4% -5%

Short Term Debt 155 997 178 766 135 871 107 744 94 873

Long Term Debt 283 009 247 061 276 945 293 630 318 570

Total Debt 439 006 425 827 412 816 401 374 413 443

Equity 199 435 232 055 214 270 190 302 206 343

Result af. Fin. cost. -25 994 42 791 9 000 -12 157 -16 236

Interest Expe. 26 768 19 802 28 865 32 078 27 731

Debt/Total Cap Strucutre 69% 65% 66% 68% 67%

Cash 24 766 44 007 59 378 13 348 12 667

ICR 0,03 3,16 1,31 0,62 0,41

RoE -15% 9% 0% -9%

RoA -5% 3% 0% -3%

Net Debt 414 240 381 820 353 438 388 026 400 776

Net Debt/EBITDA 9,95 3,69 4,59 6,62 8,80


