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Container Store 
cuts borrowing 
costs in rare 
retail comeback
By Yun Li, Reuters

•	 Storage retailer seeks to cut pricing on, extend term loan
•	 Rare turnaround story in a still-tough retail sector
•	 In February 2016, loan was trading at distressed level

The formerly distressed storage- and 
organization-products retailer Container 
Store has returned to the U.S. leveraged-
loan market to reprice and extend a term 
loan, a rare turnaround story as the retail 
sector remains under pressure.

The ecommerce retailer is asking lend-
ers to drop pricing on its $292.5 million 
term loan to 500 basis points over Libor 
with a 1 percent floor and extend the 
maturity by two years to 2023.

The loan now pays 700 basis points 
over Libor and is trading above par in the 
secondary market.

Only 2½ years ago, in February 2016, 
Container Store’s term loan was trading at 
distressed levels at 63 cents on the dollar.

As traditional retailers battle online 
competition and buyers’ preferences 
shift toward ecommerce, Container Store 
[backed by Leonard Green & Partners] 

managed to recover its earnings largely 
by cost savings, Raya Sokolyanska, a 
senior analyst at Moody’s, said.

The company’s performance in the 
next 12 to 24 months should benefit from 
an increased focus on custom design and 
initiatives to grow proprietary products, 
optimize pricing and reallocate market-
ing spend to digital channels, Sokolyan-
ska said.

Moody’s said the proposed transaction 
is credit-positive because it will improve 
interest coverage and liquidity.

Container Store’s turnaround comes 
amid other recovery stories of smaller 
retail-sector companies, said Eric Rosen-
thal, senior director of leveraged finance 
at Fitch.

Luxury-apparel and -accessories brand 
Vince in August refinanced term debt and 
lined up a $27.5 million term loan.

Outdoor-gear and -apparel seller Eddie 
Bauer is now exploring a merger with 
Pacific Sunwear of California. The com-
pany emerged from bankruptcy in 2009 
when it was acquired by Golden Gate, but 
had been struggling to keep up with fash-
ion changes.

“There has been some improvement,” 
said Rosenthal. “Vince and Eddie Bauer, 
both small retailers, used to be on our 
‘Top Loans of Concern’ list, but we moved 
them off with their recent news. [Contain-
er Store] is another example of a company 

trending in the right direction.”
This year has seen only two retail-loan 

defaults: Nine West and Charlotte Russe, 
totaling $851 million, less than a quarter 
of the $3.8 billion at this time last year, 
according to Fitch.

The credit-rating company expects 
retail-default volume to pick up again, 
as Fullbeauty Brands and David’s Bridal 
look likely to stumble in the near term. 
Fullbeauty’s $820 million term loan B 
is quoted at only 30 cents on the dollar 
in the secondary market, while David’s 
Bridal’s $520m term loan B is quoted at 
89.5-90.

The default rate for U.S. retail loans 
now stands at 10%, according to Fitch, 
and the risks for brick-and-mortar chains 
are making investors think twice about 
lending.

“We are extremely cautious on the 
sector,” a portfolio manager said. “We 
are very much paying attention to the 
secular changes that are occurring in 
the retail space, whether it be from 
the Amazon-type online competition or 
whether it’s just from consumer-behavior 
changes.”

LEVERAGED LOANS

Ratings Wrap-Up (August 29, 2018 - Sept 12, 2018)
The following table lists select ratings actions on the debt of an LBO-backed company by either Moody’s Investors Service or Standard & Poor’s.

Date Company: Sponsors: Arrow: Action: Highlight: Rating 
Service

9/12/18 Aurora Capital 
Partners 

Restaurant 
Technologies 
Inc.

? S&P assigned to Restaurant Technologies a 'B-' 
issuer credit rating. The outlook is stable. 

West Street Infrastructure Partners III is to aquire Restaurant 
Technologies, which focuses in cooking oil solutions and has 
a significant customer concentration with McDonald's.

S&P

9/11/18 Abaco Energy 
Technologies LLC

Riverstone < S&P upgraded its issue credit rating of Abaco 
Energy Technologies to 'B-'. The outlook is stable.

The upgrade and positive outlook reflect Abaco's 
improved leverage and free cash flow generation.

S&P

9/6/18 Navicure Inc Bain Capital < S&P affirmed its issuer credit rating of 'B-' for 
Navicure and revised its outlook to positive. 

S&P's revised positive outlook is based on Navicure's 
successful integration of Zirmed. 

S&P

9/5/18 The Hillman Cos. 
Inc.

CCMP Capital = S&P downgraded The Hillman Cos. Inc's issuer 
credit rating to 'B-'. The outlook is stable.

Hillman's debt-financed acquisitions and risk of integrating 
these acquisitions in unfamiliar environments.

S&P

9/4/18 Monitronics 
International 
Inc.

Ascent Capital 
Group = S&P downgraded Monitronics International's 

issuer credit rating to 'CCC'. Outlook is negative.
Monotronics announced a proposed transaction with 
Ascent Capital Group to exchange its senior unsecured 
notes for a combination of new cash and PIK.

S&P

9/4/18 Getty Images 
Inc.

The Carlyle 
Group ? S&P placed its 'CCC' issuer credit rating of Getty 

Images on CreditWatch. The outlook is developing.
Getty Images announced that it plans to purchase a 51 
percent equity stake and take control of the company 
from shareholders and financial sponsors. 

S&P

8/30/18 Artesyn 
Embedded 
Technologies Inc.

Platinum 
Equity = S&P affirmed its 'B-' issuer credit rating to Artesyn 

Embedded Technologies, but revised its outlook 
to negative.

An expectation in Artesyn's rapid consumer sales 
growth could continue to challenge its liquidity. 

S&P

Source: Standard & Poor’s, Moody’s Investors Service and Buyouts

ACTION ITEM
Contact Container Store: www.contain-

erstore.com/contact/index.htm




