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Neuberger Berman Moves to Provide
Financing for Buyout Shops

BY JULIE SEGAL

When private equity firms need money tobuy new
companies or fund activities of portfolio compa-
nies, theyoften havetoturntorivals for financing.
KKR, Blackstone and Apollo Global Management
are all major buyout shops with fast-growing
credit divisions. GSO Capital Partners, for
instance, is one of Blackstone’s fastest-growing
units and seeks to fill alending void left by banks
forced toretreat from riskier transactions.

Butthere’salsoroom for more traditional man-
agers in the private debt world. Neuberger Ber-
man, the privately held asset management firm
based in New York, has a different model from
that of the buyout shops. The firm believes it will
get a significant competitive edge by lending
money to private equity portfoliocompanies with-
out alsocompeting with their fund sponsors.

Neuberger’s move into private debt is part of
CEO George Walker IV’s strategy over the past few
years to expand the firm’s presence in alternative
investments. Neuberger, bought by Lehman
Brothers Holdings in 2003, got swept up in the
firm’s bankruptcy in September 2008. With his
senior team, Walker, who ran Lehman’s global
investment managementbusiness atthetime, led
the successful spin-off of the group, which closed
in May 2009.

Last March Neuberger hired Susan Kasser as
head of privatedebtin the firm’s $18 billion alter-
natives division. Kasser had been a founding
member of Carlyle Mezzanine Partners, aunit of
the Carlyle Group. Kasser says a number of firms
begantooffer privatedebtasit grew increasingly
popular with investors seeking higher yields at a

time of historically low interest rates. But Neu-
berger was a good alternative for what she envi-
sioned because most competitors operate within
an affiliate of a buyout fund. In contrast, Neu-
berger is mostly active in private equity funds of
funds, including primary and secondary invest-
ments, as well as equity co-investments. Kasser
getsthebenefitoftappingintothe firm’s expertise
and networkbutwithoutherclients havingtodeal
with competitionissues. “Neubergerisapotential
limited partner in these private equity funds and
canthenlendtothosesamebusinesses,” shesays.
“That is a friendly advantage and a great entrée
intothat market.”

Kasser also emphasized that she joined Neu-
bergerbecauseithasasmartapproach togrowth
andlaunching new products, as well as sufficient
scaleand in-depth researchtosupportthelending
effort. Products are developed at the behest of
clients. “For someone coming in to build a busi-
ness, that’s reassuring,” she says. “It’s not, ‘T've
cooked up thisidea, and let’s hire somebody and
seeifwecansellit.’ That’s terrifying.”

Whereas investors are increasingly interested
in private debt, the current market is not perfect
fordeal making. Kasser saysshe’s cautious about
deploying capital right now with funding still
plentiful and cheap and lenders relaxing their
standards. “Our investors have to know that we
havediscipline —and not only the portfolio man-
agers, but the firm itself.” Patience is key. “You
have tobe willing tolet things go,” she adds, “and
you can’t second-guess why acompetitor got this
orthatdeal.”
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