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J. Crew rating 
cut by Moody's 
after EBITDA 
drops 28 pct
By Steve Gelsi
• Retailer paid a $500 mln dividend in 2013
• EBITDA fell 28 percent in its most recent quarter
• Balance sheet leverage near 11.5x EBITDA 

J. Crew, the New York retailer backed 
by Leonard Green & Partners and TPG 
Capital, drew a debt downgrade after 
posting a decline in EBITDA in the face 
of traffic and promotional challenges in 
its stores.

Moody’s Investors Service cut its rat-
ing after third-quarter adjusted EBITDA 
dropped 28 percent to $53.3 million from 
$73.6 million in the year-ago quarter. Its 
current debt load amounts to 11.5x EBIT-
DA, Moody’s said.

“J. Crew has taken action to improve 
sales and profitability, such as manag-
ing inventory and expense levels down, 

implementing sourcing and supply chain 
improvements, and closing underper-
forming stores,” Moody’s analyst Michael 
Zuccaro said in a Dec. 1 research note. 
“Moody's expects that improvement will 
take time as challenges persist.”

The company faces a debt maturity in 
May 2019, giving it “limited time ... to 
meaningfully improve profitability and 
deleverage towards a sustainable capital 
structure,” Moody’s said.

The debt-research firm downgraded 
J. Crew Group's corporate-family rating 
to Caa2 from B3, with a stable outlook 
on its roughly $2.1 billion of debt. The 
Caa rating means the company is highly 
vulnerable to non-payment, and ultimate 
recovery is expected to be lower than 
that of higher rated obligations, accord-
ing to Moody’s definitions.

Moody's sees adequate liquidity at the 
company despite its “expectation that 
weak earnings will pressure free-cash-
flow generation” over the next year.

The retailer is led by CEO Millard 
“Mickey” Drexler, former CEO of Gap Inc.

In a statement Drexler said J. Crew 
expected traffic challenges and a highly 

promotional retail environment to per-
sist in Q4. The company hopes to drive 
sales productivity and manage inventory 
and expenses. It’s also pursuing fresh 
operational initiatives.

Leonard Green and TPG teamed 
in 2010 to buy J. Crew in a $3 billion 
take-private.

At the time, the price represented a 
29 percent premium to J. Crew’s aver-
age closing share price over the previous 
month.

In 2013, the company paid a $500 mil-
lion dividend financed by debt.

As of Nov. 22, J. Crew operated 287 J. 
Crew retail stores, 110 Madewell stores, 
181 factory stores, as well as online and 
catalog sales outlets.

A spokesman for TPG declined com-
ment. A Leonard Green spokesman did 
not answer an email.

LEVERAGED LOANS

Ratings Wrap-Up (November 22, 2016 - December 9, 2016)
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

12/8/16 Apax Partners Rue21 Inc. = S&P downgraded Rue21's corporate credit rating 
to 'CCC' from 'B-'. The outlook is negative.

Rue21 has been going through weak operating 
performance and liquidity. 

S&P

12/1/16 Apollo Global 
Management

Pinnacle 
Operating Corp = Moody's downgraded Pinnacle Corporate Family 

Rating to Ca from Caa1. The outlook is stable.
Pinnacle's liquidity position and low cash flow has put it 
at higher risk of a distressed restructuring.

Moody's

12/7/16 Canada 
Pension Plan 
Investment 
Board; Vestar 
Capital 
Partners

21st Century 
Oncology = Moody's downgraded 21st Century's Corporate 

Family Rating to Ca from Caa3. The outlook is 
negative.

The company fialed to make an interest payment and is 
seen as a candidate to default.

Moody's

12/7/16 Crestview 
Partners

Cumulus Media 
Inc. = S&P downgraded Cumulus' corporate credit rating 

to 'CC' from 'CCC'. The outlook is negative.
Cumulus is partaking in a distressed exchange and its 
capital structure is seen as unstable. 

S&P

11/29/16 Goldman 
Sachs; Rhône 
Capital

Neovia Logistics 
Intermediate 
Holdings, LP

= Moody's downgraded Neovia's corporate family 
rating to Caa2 from Caa1. The outlook is negative.

Neovia has a weak earnings profile, a highly leveraged 
balance sheet and tightening liquidity.

Moody's

11/23/16 KRG Capital 
Partners; 
Summit 
Partners

Aurora 
Diagnostics LLC = S&P lowered Aurora's corporate credit rating to 

'CCC' from 'CCC+'. The outlook is negative.
Aurora's capital structure is not sustainable over the 
long term and in need of refinancing.

S&P

12/1/16 Leonard Green 
& Partners; 
TPG Partners

J. Crew Group, Inc. = Moody's downgraded J. Crew's Corporate Family 
Rating to Caa2 from B3. The outlook is stable. 

J.Crew's revenue and EBITDA have been in decline, 
while it's also carrying a high debt load.

Moody's

12/7/16 NGP Energy 
Capital 
Management

Memorial 
Production 
Partners

= S&P dropped Memorial Production's corporate 
credit rating to 'D' from 'CC'. 

Memorial failed to meet an interest payment and most 
likely won't until undergoing financial restructuring.

S&P
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J. Crew’s latest results, http://
i n v e s t o r s . j c r e w . c o m / p h o e n i x .
zhtml?c=135311&p=irol-irhome&ver=jc




