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Lead%Left%Spotlight%%/%Bre2%Hickey

This% week% we% chat% with% Bre.% Hickey,% chief% executive% officer,% Star% Mountain%
Capital.% Based% in%New%York%with% regional% offices% and% a% network% covering% over% 25%
U.S.% cities,% Star% Mountain% provides% strategic% partner% capital% for% private% equity,%
mezzanine% and% other% private% capital% funds% as% well% as% growth% debt% and% equity%
financing% for% small% and%mediumJsized%businesses% (typically% companies%with%under%
$15mm%of%annual%EBITDA).%

The$Lead$Left:!Brett,!we’ve!been!reading!more!about!your!4irm!
recently.!What’s!your!focus?!!!

Brett%Hickey:!Randy,!we!focus!on!the! less!competitive! lower!
end!of!the!middle!market.!Our!strategy!is!to!be!a!valueAadded!
partner! to! companies! and! to! fund! managers! including!
working! as! a! partner! with! our! fund! managers! to! provide! a!
“oneAstop! shop”! capital! solution! for! high! quality! growing!
businesses! that,! generally! have! less! than! $15! million! in!
EBITDA.!Across!our!portfolio,!which!on!a! lookAthrough!basis!
consists! of! approximately! 150! businesses,! the! average!
EBITDA!is!just!over!$6mm.!These!are!smaller,!but!established!
and! high! quality! businesses! that! don’t! have! as! efRicient! of!
access!to!capital!and!appreciate!investment!partners!who!can!
bring!more!than!just!capital!to!help!with!their!growth.!!!

TLL:!Smaller!companies!are!in!a!less!competitive!space,!for!sure.!!

BH:!We!believe! that! the! riskAreward!of! the! lower! end!of! the!
market! where! we! play,! provides! a! superior! riskAreward;!
however,! it! is! a! challenging!market! to! operate! in! a! scalable,!
efRicient!manner!as!these!smaller!businesses!often!take!longer!
to! analyze! and! invest! in! than! larger! companies! do…and! of!
course!for!a!much!smaller!average!check!size!!Having!invested!
exclusively! in! this!market! for!over! a!decade,!we!have!built! a!
relatively!efRicient!way!of!investing!in!this!space,!providing!us!
with! competitive! advantages! and! a! differentiated! value!
proposition!for!certain!investors.!!

TLL:!What’s!your!marketing!strategy?!

BH:!We!have!partners!in!8!locations!across!the!U.S.!as!well!as!
approximately!20!additional!local!ofRices!through!funds!where!
we!are!often!the! largest! limited!partner!and!sit!on!the!board!
as!an!active!and!valueAadded!partner!to!them.!This,!along!with!
our!events!and!other!constant!engagement!in!the!marketplace!
helps!us!cover!a!lot!of!ground!within!this!fragmented!!

marketplace!consisting!of!approximately!200,000!businesses!in!
the!U.S.!alone.!

TLL:!And!what!do!you!offer!investors?!

BH:!The!opportunity!to!gain!access!to!this!tiny!asset!class! in!a!
scalable! and! superior! riskAreward! manner.! As! mentioned!
earlier,! there! are! probably! 200,000! companies! with! revenues!
between! $10! and! 150! million.! It’s! hard! to! Rind,! analyze! and!
manage!these!small!company!investments!in!a!prudent!way,!but!
when! done! well,! it! can! be! a! very! rewarding! investment.! It’s!
much! easier! for! a! small! company! to! double! or! triple! in! value!
which!allows!us!to!create!attractive!returns!for!our!investors!in!
an! asset! class! that! has! low! correlation! to! the! larger! markets!
which!investors!often!like!as!a!stable!portfolio!diversiRier.!!

TLL:!Let’s!back!up,!Brett.!How!did!you!get!started!in!the!business?!

BH:!It’s!a!random!path,!but!as!you’ll!see,!I’m!an!entrepreneur!at!
heart.!I!was!raised!in!a!small!town!in!western!Canada!where!we!
were!used!to!sharing!resources!and!working!as!a!team!with!our!
neighbors,! which! is! part! of! Star! Mountain’s! core! culture! of! a!
“Collaborative! Ecosystem”! A! ! working! with! versus! competing!
with!others.! I!started!a!clothing!store! in!high!school!using!free!
ofRice!space! I! found!and!getting!clothing!on!consignment.!That!
was!my! Rirst!business! foray.! I! then!paid! for!college!by!working!
on!the!oil!drilling!rigs!for!a!year!in!Northern!Canada.!Post!the!oil!
rigs,! I!was!on!the!national!speed!skating!team!in!Canada!while!
attending!college.!During!this!time,!in!the!late!90’s,!I!started!my!
second!small!business,! a!work!placement!agency! in! the!health!
care! industry.! I! sold! my! stake! in! that! business! to! pursue! a!
Rinance!degree!at!McGill!University!in!Montreal.!I!moved!to!New!
York!to!work!for,!at!the!time,!the!investment!banking!division!of!
the! largest! Rinancial! institutional! in! the!world,! Salomon! Smith!
Barney! /! Citigroup.! After! the! typical! analyst! program! I! again!
came!up!with!an!idea!to!focus!on!combining!my!love!for!small
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businesses! and! structured! Rinance,! and! launched! a! small!
business! focused! investment! fund….11! years! later,! I’m! still!
basically! doing! the! same! thing,! and! always! focusing! on!
improving!the!mouse!trap!and!increasing!the!value!we!add!to!
our!investors!and!business!owners.!

TLL:$That’s!pretty!cool.!!

BH:! Though! I! didn’t! see! a! lot! of! correlation! early! on! in!my!
career,! the!focus!and!discipline!from!speed!skating!and!hard!
labor!have!been!large!contributors!to!my!success!I!believe.!!

TLL:!What! else! did! you! do! in! order! to! help! build! your! rather!
unique!4irm?!

BH:%I!had!good!Rinancial!modeling!skills!but!not!management!
skills.! So! I! attended!Harvard’s! 3! year! graduate! program! for!
business! owners! and! joined! the! Young! Presidents’!
Organization! to!get!access! to!other!business! leaders!and! try!
to! learn!as!much!as!possible! from! them.! I!believe! that! team!
building!and!culture!will!ultimately!be!our!largest! longAterm!
competitive! advantages! and!we! invest! a! lot! of! time! in! team!
and! culture! including! building! a! large,! active! advisory!
committee,!with!interests!aligned!to!help!us!be!as!successful!
as! possible! for! our! team,! our! investors! and! the! businesses!
and!funds!we!provide!capital!to.!

TLL:!And!today?!

BH:%Many! successful! asset! management! Rirms! have! grown!
larger! and! generally! moved! even! more! upmarket.! So! the!
smaller! business! marketplace! we! are! focused! on,! still!
provides!a!lot!of!opportunity.!We!also!believe!that!the!U.S.!is!a!
better!riskAreward!than!elsewhere!at!the!moment.!Knowledge!
is!the!most!valuable!asset!in!the!mediumAterm!and!we!believe!
the! U.S.! has! stronger! CEOs,! and! more! high! level! talent! and!
board!members! available! than! in! the! rest! of! the!world! –! at!
least! for! the! smaller! end! of! the! market! we! invest! in.! Basic!
technology,! such! as! smart! phones! also! being! “payment!
processors”! and! the! cloud! providing! opportunities! to! have!
more! efRiciently! manage! and! scale! data! management! and!
storage,!helps!a!small!business!on!average,!more!than!a!larger!
business,!we!believe.!

TLL:$And!how!does!Star!Mountain!4it!into!this!picture?!

BH:% Star! Mountain! is! institutional! but! nimble! and!
entrepreneurial.! We! offer! investors! customized! separate!
account! and! coAmingled! fund! options.! We! offer! both! our!
investors! and! the! companies! we! invest! in! with! Rlexible!
solutions!to!best!Rit!their!needs!vs!needing!to!sell!them!on!

why!our!single!fund!or!product!is!the!best!Rit!for!them.!!

TLL:$ How! do! you! distinguish! underwriting! smaller!
companies!from!larger!middle!market!ones?!

BH:! It’s!deRinitely!different.! If!you!ask!me! to!choose!between!a!
3x!leveraged!unitranche!for!an!$8!million!EBTIDA!issuer!or!a!6x!
leveraged! through! mezz! for! a! $20! million! EBTIDA! issuer,! I’d!
prefer!the!former!in!case!there!are!future!challenges,!where!we!
feel!safer!with!lower!company!leverage!in!our!end!of!the!market.!
The! smaller! businesses! often!have!better! alignment! of! interest!
with!management!and!we!have! tighter! Rinancial! covenants!and!
controls.! !These!smaller!companies!deRinitely!take!a!lot!of!work!
to!underwrite!properly,!but!it’s!worth!it!and!gives!us!a!reason!to!
exist!! We! believe! this! approach! carries! lower! risk! and! higher!
returns,!albeit!less!relevant!for!the!larger!Rirms!who!want!to!put!
larger!sums!of!money!to!work.!!

TLL:$Do! you!worry! about! having! to! own! the! companies! if!
things!don’t!work!out?!

BH:%If!we!have!to!take!it!over,!we!can.!But!we!try!to!box!risks!and!
work! with! management! through! challenges! as! a! patient! and!
aligned!partner.!!

TLL:$What’s!been!your!biggest!surprise!at!Star!Mountain?$

BH:%I!would!say!it’s!how!we’ve!been!able!to!attract!institutional!
investor! partners! who! are! willing! to! grow! with! us.! This! asset!
class! is! less!sexy!than!the!ones!they!were!used!to,!but!the!riskA
reward!is!attractive!to!them.!I!also!feel!blessed!to!have!such!an!
incredible!group!of!business!partners!whom! I! consider! friends!
and! family.! We! are! truly! one! team,! aligned! and! focused! on!
making!a!difference!and!enjoying!the!journey!!!
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