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The Jordan, Edmiston Group (JEGI) contact-
ed a handful of leading lenders to the media
and information industries for responses to the
following questions: 

1. From your vantage point, what is the gener-
al mood and lending climate in the media and
information industries?

2. What do you believe will be the best per-
forming B2B and B2C media and information
sectors through 2004 and into 2005? The worst
performers?

3. What is your range of lending multiples on
senior debt today?  Where is your comfort level
in terms of senior and mezzanine debt multi-
ples combined?  How do these levels compare
with six months ago, and where do you see
them in six months?  What other trends of
importance do you see?  

Here are their responses: 

David VanderLugt, Senior Vice President 
GE Capital Commercial Finance
www.gecapital.com

Activity among media lenders has definitely
picked up in 2004, driven by increased M&A
activity, refinances and recapitalizations.
Lenders are very aggressive in bidding for the
lead role in transactions that require multiple
institutions, which has pushed leverage up and
pricing down, and created a competitive advan-
tage for lenders willing to make larger hold
commitments.  Additionally, institutional
investors were flush with cash to invest in the
first half of 2004, so the current “investor base”
is deeper than the pool of banks and finance
companies that traditionally invest in media
groups.  Overall, it is a good environment for
new senior debt transactions.

Historically, we have found magazines, newspa-
pers, shoppers and other traditional publishing
sectors very attractive for lending.  Since our
approach is to be a “lender for all seasons” to
these sectors, we don’t focus on projecting
which of these sectors will outperform.  Those
companies that have weathered the storm the
past couple of years and positioned themselves
well for an improving economy and advertising
environment should be proud.  

Leverage multiples are as strong as I have seen
them in the past several years.  This is being
driven by improving financial results of
prospective borrowers and an increasing num-
ber of institutions trying to put capital to work
in this space – this includes both new lenders to
the media industry and existing lenders becom-
ing active again.

Charles Dreifus, Senior Director
CIT
www.cit.com

The general mood appears to be cautious opti-
mism. Across the media sectors we serve, there
has been improvement in advertising spending
that has translated into better financial per-
formance of media companies. The lending cli-
mate has also improved. Many of the tradition-
al banks that were on the sidelines over the past
couple of years are again looking at lending
into this space.   In addition, there are some
new entrants in the form of hedge funds.

CIT is very bullish on the newspaper space,
and we have recently made several loans to
companies in that space. We also continue to
like B2B and B2C publishing companies. 

Our range of lending multiples is transaction
specific and is dependent on the following key
factors: the media sector to which we are lend-
ing; revenue and EBITDA levels; and the size
of the transaction.  Multiples can range
between 3.5x to 5.5x on a senior basis, and
mezzanine can add an additional turn to a turn
and a half of leverage.  Multiples are increasing

with the health of the industry and will likely
continue to improve if the economy does not
falter. Clearly, the most important trends will
be the health of the economy and growth in
advertising spending.

Barbara Flight 
Senior Vice President, Banking
Brown Brothers Harriman & Co.
www.bbh.com

The lending climate has improved over the past
year as many banks and finance companies
have been able to spend less time working on
internal portfolio problems and more time on
new lending opportunities.  There are also
some new entrants into the media market,
including regional banks, that will consider
cash flow loans to companies in their footprint.
These two factors give borrowers more banking
options than were available six months to a year
ago and result in more favorable lending condi-
tions. 

In general, there is a feeling of optimism that
the worst is behind us and that borrowers will
start to grow revenue and cash flow after a few
tough years – thereby supporting higher levels
of debt with time to de-leverage before the next
downturn.

The strongest growth that we have seen in
2004 has been in supplemental education, as
state budgets appear to be stronger than in the
past two years.  There is also pent up demand
for product fueled by the No Child Left Behind
Act and other federal initiatives.

(continued on page 6)

Lenders Provide Optimistic Viewpoint on Debt Markets and Lending Environment

JEGI joined with McKinsey &
Company to host cocktails, dinner
and a roundtable discussion on
Innovating for Corporate Growth on
April 22 at the ‘21’ Club in New York
City. (From Left) Michael Wolf,
Director and Senior Partner, Media
and Entertainment, McKinsey &
Company; Richard Mead, Managing
Director, The Jordan, Edmiston Group,
Inc.; Wilma Jordan, Founder and CEO,
The Jordan, Edmiston Group/JEGI
Capital; and Charles Gregson,
Executive Director, Business Informa-
tion, United Business Media and
Interim CEO, PR Newswire.  

JEGI and McKinsey Dinner
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JEGI has been following a very compelling set
of high growth B2B online advertising compa-
nies.  These companies are achieving scale and
profits in vertical search and lead generation
for B2B audiences.  Looking ahead, we believe
that broad based B2B media companies will
increasingly acquire or partner with these new
companies to add value to search and tap into
new revenue growth.

Much attention has been given to the success
of Google, Yahoo/Overture and other paid
search providers in capturing a growing share
of B2B ad spending.  These search tools have
proven effective at helping business users
quickly find and drill down into company and
product information, much as B2B content
publishers try to do via print, online, event and
other channels.  Advertisers across the B2B
landscape have found these search options
offer cost effective direct response, and B2B
publishers are cut out of the bulk of that rev-
enue.  Yet, the limitations of these broad
search tools are well known.  For example, a
search for “inertial gyro” turns up 16,300
results on Google, and while many are rele-
vant, the user is left with the difficult task of
sorting through results organized 16,300 dif-
ferent ways.  

New B2B companies like KnowledgeStorm,
IndustryBrains, GlobalSpec and BitPipe have
moved to serve the need for better organized
industry-specific information.  These B2B
upstarts provide users (readers) with access to
industry-specific search, product specification
directories and libraries of whitepapers, web-
casts, product brochures and so on.  In so
doing, they are able to qualify and deliver high-
ly targeted leads to vendors (advertisers) in
narrow vertical categories.

The results are impressive.  While overall B2B
print advertising revenue is expected to grow
2-4% in 2004, after a flat year in 2003, the four
companies mentioned above will grow at an
average of 150% this year (see accompanying
chart).  These companies average over $10 mil-
lion in annual revenues, and three report prof-
itability, with a fourth on the cusp.

What they do

While each is rapidly evolving its services, here
are a few highlights:

4 BitPipe (www.bitpipe.com) provides IT pro-
fessionals and technology buyers with vendor
white papers, case studies, analyst reports,
webcasts and product literature.  Its X-Stream
lead capture system tracks these documents
and services to deliver sales leads to partici-
pating vendors.  BitPipe distributes content
through its own Web site and a network of 80
IT and business publisher sites. 

4 GlobalSpec (www.globalspec.com) pro-
vides engineers and technical buyers with
broad technical search and a deep compara-
tive catalog of electrical, mechanical and opti-
cal product specifications.  Users access the
site (via search engines and B2B partner sites)
to perform product and feature discovery
quickly, providing vendors with highly targeted
leads.  The company reports adding 15,000
new registered users per week to its 1.3 million
registration base.

4 IndustyBrains (www.industrybrains.com)
delivers contextual text ads for B2B vendors in
a broad range of technical and business cate-
gories.  The ads are placed on a network of

over 75 online publishers, including many B2B
magazine websites, according to the content
topic of each web page.  Vendors pay an aver-
age of $1.80 per click, and the company cur-
rently serves approximately 2,000 paid adver-
tisers.

4 KnowledgeStorm (www.knowledge-
storm.com) helps IT buyers match business
requirements to specific software, services
and hardware.  Vendors provide detailed prod-
uct information and receive qualified leads.
The KnowledgeStorm directory is typically
accessed via the major search engines or from
a network of B2B publisher sites.  The compa-
ny reports 1.6 million monthly visitors across
its network.

Other interesting B2B lead generation compa-
nies include Business.com and ITToolBox.

The companies discussed above share key
strengths to drive profitable sales of listings
and leads packages to vendors.  None produce
significant original content, relying instead on
the vendors and/or users. All invest heavily in
industry-specific organizational schema and
data parsing to make it easy to compare dis-
parate vendor information.  In fact, it is this
domain expertise that is the key differentiator
versus Google. 

Most drive users and leads via third-party
sites, including many B2B publishers, and typ-
ically share revenue with the publishers.  All
also win a significant portion of their user traf-
fic from the major search engines through
sophisticated keyword and search optimiza-
tion. Most invest in (and charge for) additional 

(continued on page 7)

New Models / New Growth in B2B Advertising

REVENUE GROWTH OF SELECTED LEAD GENERATION COMPANIES
Normalized 2002 Revenue = 100

* IndustryBrains launched February 2002; Normalized 2003 Revenue = 100
Sources: Companies; JEGI analysis
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For January-June 2004, M&A deal activity and
total value in the 10 key media and information
sectors tracked by JEGI increased 26.3% and
102.4%, respectively, from 2003 levels.  An
improving economy, increased corporate spend-
ing and a favorable lending environment have
served as catalysts for the increase in M&A
activity in 2004.

Highlights - 1st Half 2004 v. 2003

4 In six of the ten industry sectors tracked by
JEGI, the total number of transactions and deal
value in the first six months of 2004 surpassed
2003 levels, including: business-to-business
magazines;  database information services; edu-
cational and professional publishing; newsletter
publishing; newspaper publishing; and online
media.  Total deals were up for consumer books,
but total deal value was down, while the reverse
was true for exhibitions and conferences.

4 Business-to-business magazine M&A activi-
ty increased 60% in 2004, and transaction value
increased more than eightfold over the same
period in 2003.  The large value increase was
driven by three transactions: United Business
Media’s $351 million acquisition of
MediMedia; Sagard’s $334 million acquisition
of Group Moniteur; and Centaur Holdings’
$260 million purchase of UK-based Centaur
Communications.

4 2004 M&A activity for consumer books
increased 40%, while transaction value
decreased 64%, as compared to 2003.  No 2004
acquisition could match the scale of the acqui-
sition of Axel Springer Verlag for $100 million
by Random House in February 2003.

4 Consumer magazine M&A deal activity in
2004 comprised 10 announced transactions val-
ued at $120 million.  Significant transactions
during 2004 included: Endurance Business
Media’s platform acquisition of Prince Com-
munications; World Publications’ purchase of
three magazines from Island Media; and F&W
Publications’ acquisition of Scuba Diving maga-
zine from Rodale.

4 Database information services M&A activi-
ty and transaction value increased 114.3% and
327.2%, respectively, in 2004, as compared to
2003.  This strong performance was mainly due
to the demand for recurring revenue streams,
such as those generated from subscription-driv-
en electronic information products that provide
“must have” content.  Noteworthy deals includ-
ed: Morgan Stanley’s $611 million acquisition
of Barra; MacDonald Dettwiler’s purchase of
Marshall Swift; and infoUSA’s acquisition of
OneSource Information Services.

4 M&A activity for the directory and refer-
ence publishing sector decreased 8.3% in 2004
compared to the first half of 2003. Over the same
period, transaction value declined 74.8%, prima-
rily because no 2004 acquisitions matched the
scale of the acquisition of Verizon Information
Services by VS&A Communications Partners
and 3i for $342 million and the purchase of
Singapore Telecommunications for $127 million
in the first half of 2003. 

4 The educational and professional publishing
sector experienced an increase in M&A activity
of 44.4% in 2004 compared to the same period
in 2003.  Led by Harcourt’s $85 million acqui-
sition of Saxon Publishers, M&A deal value
increased 60.6% in the first six months of 2004,
as compared to the first half of 2003.  

4 Deal activity in the exhibitions and confer-
ences sector remained relatively flat at 11 deals
in the first half of 2004, as compared to 12 deals
in the first half of 2003.  However, deal value
increased 28.2%, led by Euromoney
Institutional Investor’s acquisition of
Information Management Network.    

4 2004 M&A activity in newsletter publishing
surged, as evidenced by a 100% increase in
deals and a 149% increase in transaction value,
as compared to the same period in 2003.
Noteworthy deals in 2004 included: the $60
million acquisition of Thompson Publishing by
MidOcean Partners and CSFB Private Equity;
and Highland Media’s purchase of Thomson
Financial Solutions and Sheshunoff Infor-
mation Services from Thomson Media for $40
million.

4 In 2004, newspaper publishing M&A deal
activity and deal value increased 3.1% and
1.4%, respectively, as compared to the first half
of 2003.  The two sizable transactions in the
first part of 2003 – the sale of Independent
Newspapers for $651 million to John Fairfax
Holdings; and Woodbridge Company’s acquisi-
tion of Thomson’s remaining 20% interest in
Bell Globemedia for $279 million – were more
than offset in the first six months of 2004 by
the acquisition of Telegraph Group for $1.3 bil-
lion by Press Acquisitions (announced in June,
but scheduled to close in July).   

4 In the first six months of 2004, M&A activ-
ity in the online media sector increased in both
number of deals and transaction values by
36.4% and over a thousand percent, respective-
ly, led by Yahoo!’s $575 million acquisition of
Kelkoo S.A.  and Thomson Corporation’s $385
million acquisition of TradeWeb. g

January - June 2004 Media M&A Overview

TRANSACTION ACTIVITY AND DEAL VALUE INCREASE IN 1ST HALF
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This edition of the Tradeshow Outlook provides an analysis of industry
statistics from the first half of 2004 with an outlook for the rest of the year
and 2005.  The data was gathered and analyzed by Tradeshow Week for use
by JEGI.   

FOCUS ON TRADESHOW OWNERS AND PRODUCERS

2003 and 2004 Gross Revenue Growth Rates

Following a year in which gross tradeshow revenue grew by only 2%, show
producers are forecasting growth of 5.2% in 2004.  At this point in the
economic cycle, and with corporate profits improving, exhibitions are
expected to benefit from increased corporate marketing spending within
the next 9 to 18 months.  Over
400 leading corporate exhib-
itors were asked how long it
will take for their event mar-
keting budgets to increase, fol-
lowing a sustained economic
recovery that includes signifi-
cant sales increases at their
companies.  More than half
believe their budgets will begin
to increase 10 to 12 months
after a sustained economic or
sales recovery.  

An exhibition industry upswing will be characterized by net square footage
increasing at a slightly faster rate than the number of exhibiting compa-
nies, indicating that exhibitors are expanding their exhibit space foot-
prints.  However, it is not likely that a significant number of exhibitors will
participate in events that they have not exhibited in previously. 

Attendance is expected to grow faster than exhibitor participation, prima-
rily due to the recent upturn in hiring.  Tradeshow Week research has found
that, when unemployment rates drop, tradeshow attendance tends to rise.  

Quarterly Tradeshow Growth Rates 2003 to Year-to-Date 2004 

Over the past six quarters, net square feet of exhibit space has remained
relatively flat, while attendance figures have fluctuated more dramatically.
A preliminary second quarter analysis indicates a strong increase in atten-
dance, at a similar growth rate to fourth quarter 2003.  The fluctuations
in attendance figures are being caused primarily by senior executives’
uncertainty regarding the economy and where to set corporate travel
spending levels. 

When Exhibition Producers Expect Attendance to Recover, Compared
to 2000

Although attendance figures show a more positive upward trend than net
square feet, they have still not rebounded to 2000 levels, the high water-
mark.  Still, 35% of show producers say attendance at their key shows has
already recovered, and 14% expect attendance to recover to 2000 levels in
2004.  However, 31% of show producers expect the recovery in attendance
figures to come in 2005 or later, and 15% are uncertain when a full
rebound will occur.

When Exhibition Producers Expect Exhibitor Revenue to Recover,
Compared to 2000

According to 39% of exhibition producers, exhibitor revenue has already
recovered to 2000 levels, and 12% foresee exhibition revenue rebounding
to 2000 levels in 2004.  Thirty-three percent of exhibition producers
expect exhibition revenue to recover to 2000 levels in 2005 or later, while
14% are unsure when recovery will occur.  

Growth Strategy

Typically, booth space accounts for 75% of the average show’s revenue,
with the balance being mainly generated from sponsors and paid confer-
ence attendees.  For 2004, 58% of tradeshow producers expect exhibit
space revenue to provide the most growth for tradeshow companies.  This
is followed closely by increases in sponsorship revenue (53%) and confer-
ence attendance revenue (44%).  Only 7% of show producers expect rev-
enue generated through the Web to be a revenue stream that provides sig-
nificant growth over the next two years, and just 3% expect ancillary rev-
enues to provide significant growth through 2005.

Attendance Marketing Budget

Tradeshow producers expect to increase their marketing spending by 2.8%
in 2004.  This additional spend will be used to change the way the value
of events is promoted to attendees, according to over 80% of show pro-
ducers. The most common changes to the marketing effort are: enhancing
educational segments; adding more networking opportunities; promoting
the business value of attending; and spotlighting new products.  Overall,
event producers are adding more value to the attendee experience and are 
spending more dollars to inform attendees about the upgrades.  

(continued on page 5)
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(continued from page 4)

Attendance Marketing Strategies 

To boost attendance, show producers are focused on the Internet and are
utilizing email marketing efforts more often (63%).  Additionally, 59% of
show producers have either enhanced or completely redesigned their Web
sites.  Nearly 50% of show producers are working with their exhibitors in
joint promotion efforts, especially to key attendees/buyers.  The following
chart highlights the most popular attendance marketing strategies imple-
mented by show producers in 2004.

Specialty Event Development: Invitation Only VIP Buyer Events 

Some sectors of the tradeshow industry foresee high-level events that pam-
per VIP buyers as the focal-point for the future of this industry.  These types
of events are especially prevalent in the medical and information technolo-
gy industries.  However, only a small portion of the tradeshow industry
(10%) is currently developing these events, the main reason being that
there are a limited number of VIP buyers within specific industry sectors
and consolidation is shrinking the number of VIP buyers even further.  

FOCUS ON CORPORATE EXHIBITORS

Exhibitor Confidence Level Regarding ROI (Return on Investment) in 2004

Exhibitors are more confident that their event programs will provide an
increase in ROI in 2004, as compared to their confidence level in 2003
(15% vs. 12%).  Even though attendance levels are still soft compared to
prior years, attendee quality in terms of buying power has increased.
Exhibitors are seeing at their shows a greater number of senior-level execu-
tives, who are better informed, more focused and can make decisions.

Exhibitor Event Participation: Average Number of Events in 2003 
and 2004

On average, exhibitors expect to participate in the same number of events
(25) in 2004 as they did in 2003.  However, exhibitors plan on spending
1.7% more on events in 2004 than last year.  

Budget Shifting to Other Marketing Media

For 2004, 29% of exhibitors indicated that some of their event marketing
budget has been shifted to other marketing media.  This is a similar per-
centage to the findings in 2003.

Marketing Funds Reallocated Among Marketing Efforts

Among key marketing efforts for events, Web sites and email marketing
(53%) are collectively expected to receive most of the shifted event mar-
keting funds at the largest companies.  Direct mail (44%) is likely to ben-
efit from recently introduced email, fax and telemarketing restrictions.
Trade magazines (39%) are also expected to receive an increase from real-
located marketing funds.

Summary of Key Issues

4 Exhibition owners and producers will continue to benefit from the
oversupply of exhibit space.  Lower venue costs will help show producers
hold profitability levels (nearly 30% of show producers have been offered
free exhibit space in the past two years). 

4 Attendees are coming back to tradeshows and conferences, but they are
looking for assurance that the event will help them in their job function
and with their careers.  

4 Exhibition organizers will continue to improve their attendee market-
ing systems and strategies, although more effective utilization of informa-
tion technology and CRM programs in particular are needed across the
industry.  

4 Electronic marketing, especially Web and email marketing, is fast
becoming the top outlet for event marketing efforts.  Industry leaders
should be aware of this trend and be willing to adapt their marketing efforts
to the Internet. 

4 Other than pricing, exhibitors have the following key suggestions for
event producers: 

* Ensure quality attendees through more effective marketing efforts; 
* Shorten show days; 
* Run fewer shows in certain industries; 
* Improve labor union issues;  
* Offer more package options; 
* Provide better customer service; and 
* Prove (and Improve) ROI metrics.  g

Copyright 2003 Tradeshow Week; Phone: (323) 965-5317; www.TradeshowWeek.com
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(continued from page 1)

Consumer magazine companies are showing
modest gains, particularly if they have a true
marketing approach to their advertisers and sur-
round them with focused products whose
return is measurable.  Newspapers also appear
to be making steady gains in advertising.  

B2B magazines, with some exceptions, are still
lagging the recovery. Most are maintaining
advertising revenue, but are not yet enjoying the
growth that was anticipated earlier in the year.

There has been upward pressure on senior debt
multiples over the past six months and down-
ward pressure on rates and fees.  This reflects
the trends mentioned previously – optimism
that the market will allow companies time to
de-leverage before hitting another downturn;
and greater competition among banks and
finance companies.  Some of this optimism is
tempered by rising interest rates, and there is
pressure to lock in interest rates on highly lever-
aged transactions.  

Our comfort level will depend on the size, sec-
tor and diversity of cash flow, as well as the bor-
rower’s access to capital.  Smaller companies will
be leveraged more conservatively than larger
ones.  Often finance companies offer higher
leverage multiples, but are primarily interested
in large transactions and in having a lead role –
similar to the major media banks.  This can
make rounding out a bank group challenging.
Currently, senior leverage is between 2.5x and
4x cash flow, whereas six months ago it may
have peaked at 3.5x.

Other terms, including maturity, collateral and
covenants, have not changed materially over the
past year.

William Bowen, Jr., Managing Director 
Banc of America Securities LLC
www.bofasecurities.com

Conditions in the credit markets have improved
significantly in the past year.  Traditional bank
lenders are benefiting from low default rates
and an improving economic environment.
These banks see lending as a good way to grow
revenues.  The institutional loan market, which
now accounts for over half of the non-invest-
ment grade loan market, is benefiting from sig-
nificant liquidity.  Prime-rate mutual funds,
Collateralized Loan Obligations (CLOs) and
other loan-dedicated investment funds are see-
ing a robust environment for raising cash.
These favorable market conditions have allowed
media and information industry borrowers to
increase leverage multiples, extend the terms of
the loan and loosen covenants.

In the high yield bond markets, conditions
remain favorable for issuers.  Interest rates and
credit spreads remain at historically attractive
levels.  Investor expectations for a strong econ-
omy have allowed issuers with higher leverage
multiples and more aggressive structures to raise
capital on favorable terms.

The credit markets are currently favoring select
subscription-based, publishing-related media
sectors (newspapers, magazines, etc.).  On the
information side, directories and databases are
in favor.

Financial Sponsors are taking advantage of these
improved market conditions in order to com-
plete acquisitions of new businesses and recapi-
talizations of existing portfolio companies.

Jon Slabaugh, Senior Managing Director, 
Measured Media
MCG Capital Corporation
www.mcgcapital.com

From our vantage point, the general mood and
lending climate in the media and information
industries is very positive among lenders.  

We believe newspapers, shoppers, databases and
directories will be the best performing B2B and
B2C media and information sectors through
2004 and into 2005.

Lending multiples vary, based on specific deal
risks.  Senior and mezzanine debt levels
combined could range from 3.5x to 6x times
cash flow.  For us, they are the same as six
months ago (and two years ago) and are likely
to be the same going forward.

Frank Grueter, Senior Vice President
Citizens Bank
www.citizensbank.com

There continues to be a strong appetite for
loans within the banking, finance company and
“B” market community.  Deals are attracting
lenders to recapitalization scenarios where equi-
ty is being taken out of the company, as well as
for accretive transactions to existing platforms.
Recently, lenders have had to flex the terms to
complete several transactions.  However, they
were aggressively structured to begin with – a
sign that agents are fighting for every deal.

Newspapers (rural and suburban), shoppers and
information sectors (especially medical and
financial) should continue to perform very well.
Employment advertising is slowly creeping
back, but will unlikely reach the levels of the
late 1990’s for a while longer.  Real estate and
automotive advertising remains strong.  

The top publications in each B2B segment
should continue to recover, albeit slowly, as
advertisers become more comfortable spending
ad dollars.  The 2005 ad budgets that are pre-
pared this fall will be a good barometer of the
recovery’s strength. 

Senior debt multiples are currently in the 3x to
mid-4x range for most transactions (and up to
mid-5x occasionally) across the media and
information industry sectors. With the presence
of non-bank lenders, some transactions have
included “stretch” or second-lien tranches in
order to get the deals done.  There has been a
greater emphasis on “B” tranches to fund trans-
actions, in which the borrower wants to con-
serve cash flow on the front end of the amorti-
zation cycle.  The institutions are willing and
able to buy these loans, so the market is filling
the need.  Mezzanine levels have historically
added another 1x to debt levels.

Jeffrey Kilrea, Director, 
Media and Communications Finance
CapitalSource Finance LLC 
www.capitalsource.com

In my opinion, the general mood and lending
climate in the media and information industries
is favorable.  There is more capital available in
the marketplace, which is spurring the acquisi-
tion pipeline.  As acquisition multiples in the
traditional broadcast sector continue to be
robust, equity sponsors are seeking alternative
investment opportunities in industries that pro-
vide similar business value attributes (recurring
revenues, customer retention, barriers to entry,
high operating margins, etc.)

Lending multiples range, depending on the spe-
cific media or information sector.  Typically,
they are in the 3x to 4x range for senior debt
and up to 4.75x on mezzanine debt.  These
multiples have crept up over the past six
months, probably by a half-turn. As new lenders
have entered the space, traditional industry 

(continued on page 7)

Lenders Provide Optimistic Viewpoint on Debt Markets and Lending Environment (cont.)

“Traditional bank lenders are
benefiting from low default
rates and an improving eco-
nomic environment.”

“There is more capital avail-
able in the marketplace, which
is spurring the acquisition
pipeline.”
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Lenders’ Viewpoint (cont.)

(continued from page 6)

lenders have become more aggressive, due to
competitive forces and interest rates that have
remained at historic lows.

The community newspapers sector should be a
solid performer in 2004 and 2005 due to its
reliance on local business and the insulated
competitive position this offers.  While not hav-
ing tremendous growth characteristics, the sta-
bility of the revenue base provides limited
downside risk. 

It is CapitalSources’s desire to provide a one-
stop financing solution, in conjunction with
equity capital, for acquisitions and refinancings. 

Karen A. Dorn
Senior Vice President and Manager
Wells Fargo Communications Finance
www.wellsfargo.com

The bank lending market is presently robust.
While the number of lenders to the media
industry remains well below that of five years
ago, banks are actively seeking growth in com-
mercial lending portfolios.  Loan spreads are
near an all time low, and structures have loos-
ened dramatically over the past 12-18 months.  

The re-emergence and wide spread acceptance
of Term B and 2nd Lien debt has resulted in
more flexibility in the capital structure of mid-
dle market financings.  In contrast to the late
90’s, though, banks are a bit more focused on
well-established industry niches and are under-
writing based on realistic growth assumptions.
They are also placing higher value on the expe-
rience and reputation of the management team
and the stability of historical operating trends.  

The best performing companies are likely to be
those that have greater diversity in their product
mix and provide an integrated media solution to
their clients.  We expect Internet, interactive
technology and database companies to continue
to exhibit high growth characteristics, although
the revenue generation model continues to
evolve.  

Lending multiples are exhibiting a much greater
range today than in past years and are highly
dependent upon the specific industry niche,
borrower scale and diversity, track record, etc.
We have seen transactions range from 3x to
upwards of 5x on the senior debt side.  Other
layers within the capital structure, including
subordinated or 2nd lien debt, can push multi-
ples up by one and a half turns.  While there has
been some push back on structure recently in
the syndicated loan market, leverage and other
structural components of deals remain quite lib-
eral from a historical perspective. g

(continued from page 2)

lead qualification to add further value.  All, as
noted, are registering impressive growth.

So what?

Looking forward, these companies face the fol-
lowing common challenges in sustaining
growth: 

4 What about Google? We believe there will
be room for both broad reach vehicles like
Google and more targeted media.  B2B lead
generation companies will defend their niches
by investing in deeper domain expertise and
by broadening distribution, in some cases by
merging with competitors.

4 How to grow? The second $20 million is
often harder to achieve than the first.  These
lead generation companies will need scale, in
terms of web audience, ad sales heft, agency
relationships and back office operations.  We
expect to see a wave of consolidation that will
create true category killers.

4 Horizontal or vertical combinations?
Companies can gain scale by combining com-
plementary assets across lead generation cat-
egories (horizontal), or by integrating with
broader B2B media companies within their
category (vertical).  Both will happen, starting
with horizontal combinations to merge com-
peting models.

Broader B2B media operators will take interest
in these growth opportunities and the comple-
mentary fit with their editorial and display ad
businesses.  B2B publishers are well posi-
tioned to add considerable value to lead gen-
eration and vertical search through their deep
understanding and content expertise in the
industry sectors they serve.  The options, as
always, are build, partner or buy, and several
issues are key in developing a strategy:

4 Audience is getting more, not less valu-
able.  Lead generation requires a growing

audience, and audience growth on the web –
after years of seeming unlimited – has become
very competitive.  So, the audience that B2B
media companies can deliver is of premium
value in these combinations.

4 Lead generation requires different skills.
While in many ways similar to publishing, lead
generation businesses require a continuous
process orientation and sophisticated online
traffic optimization.  These skills are more like-
ly to be found outside of most publishing
organizations today. Likewise, the selling
process will need to be changed from the tra-
ditional display ad sales model.  In most cases,
this will require a separate sales team, as well
as internal controls to handle competing sales
efforts to the same accounts. 

4 Valuations are high. These rapidly grow-
ing lead generation companies will command
multiples that challenge most corporate devel-
opment frameworks.  Successful acquirors will
develop a vision for lead generation, identify
the winners and effectively integrate, enhance
and extend the product to drive continued
rapid growth.

4 A mix of approaches will win. Able media
operators will seek to own the most strategic
lead generation categories, in order to capture
the full value of their core client relationships.
In other categories, they will partner with lead
generation companies (and their future own-
ers) in distribution deals that reflect the
increasing value of audience.  In both cases,
media operators will increasingly find them-
selves doing business with direct competitors,
as the lead generation distributor or partner
publisher.

JEGI is assisting both the entrepreneurs driv-
ing these high growth companies and major
media corporations as they evaluate these
assets and strategies.   We invite you to con-
tact Tolman Geffs at tolmang@jegi.com or
Richard Mead at richardm@jegi.com to discuss
industry trends and explore lead generation
businesses.  g

New Models / New Growth in B2B Advertising (cont.)

JEGI hosted its annual B2B CEO
Cocktail Reception and Dinner
on March 31 at the The Four
Seasons Restaurant in New
York City.  (From Left) Andres
Sadler, Senior Vice President,
Strategy, Wolters Kluwer NV;
Nancy McKinstry, Chairman of
the Executive Board, Wolters
Kluwer NV (Guest Speaker);
Scott Peters, Managing Direc-
tor, The Jordan, Edmiston
Group, Inc.; Wilma Jordan,
Founder and CEO, The Jordan,
Edmiston Group/JEGI Capital;
and Gordon Hughes, President,
American Business Media.  

JEGI’s Annual B2B CEO Dinner 
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a premium 
online subscription service

has been sold 

to

March 2003

has acquired

TM Media Inc.

to launch

ZIFF DAVIS EVENT
MARKETING GROUP

September 2003

October 2003

has sold its assets 
to

a Wind Point Partners 
portfolio company in partnership

with CEO Skip Zimbalist

June 2003

has acquired

January 2003

has sold

Professional Trade
Shows

to

June 2003

has sold

selected assets of

Victoria Magazine
to

a division of

July 2003

PACE
COMMUNICATIONS, INC.

has sold

Magazine

to

a leading provider of 
electronic drug information 

and a wholly owned subsidiary of
The Hearst Corporation

January 2002

has sold certain assets 

to

June 2002

has sold its

Construction and
Industrial Divisions

to

July 2002

to

MILLER SPORTS GROUP

has sold

March 2004

a leading financial 
information services company

has merged

with

January 2004

has sold

Cover Concepts
a leading distributor 

of free educational materials 
to public schools

to

February 2004

a leading international 
conference organizer serving

the finance industry

has been sold

to 

February 2004

a Wind Point Partners
portfolio company in partnership 

with CEO Skip Zimbalist

has acquired

a leading magazine publishing 
and event company 

serving the log home industry

March 2004

Pfingsten Publishing

has acquired

The Art Group
including Art Business News and

Framing Products News magazines
and Art Expo New York 

and Art Miami shows

from

March 2004

a global information 
services company chaired 

by Esther Dyson

has been acquired

by

March 2004

has sold

Alternative Investor
a leading provider of data, 

analysis, news and events to the 
private equity community 

to

July 2003

BUDGET LIVING LLC 
has raised funds 

from private investors
to provide expansion financing 

for 

Magazine 
and related media ventures

June 2003

has sold its

First Contact Division

to

has sold

January 2002

to

AIIM International
Exposition & Conference


