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PE-backed 
Charming 
Charlie absorbs 
downgrade 
after weak 
performance
By Steve Gelsi
• Houston retailer faces competition from larger players
• Hancock Associates fund owns minority stake 
• Charming Charlie made $10 mln debt payment in May

Charming Charlie, a Houston retailer 
backed by Hancock Park Associates, 
will be challenged to comply with its 
financial maintenance covenants over 
the next year in the face of weak oper-
ating performance, according to Moody’s 
Investors Service.

A seller of value-priced fashion jew-
elry and accessories for 22- to 54-year-old 
women, Charming Charlie operated 370 
stores with revenue of $492 million as 
of Oct. 29. But the company’s small scale 

and narrow product focus are challenged 
by larger rivals, Moody’s said.

“The fashion jewelry and accessories 
market is highly fragmented, with many 
competitors possessing greater overall 
scale, product diversity, and financial 
resources than the company,” analyst 
Daniel Altieri said in a Dec. 22 research 
note.

Moody’s cut the corporate rating on 
Charming Charlie to Caa1 from B3. The 
Caa designation means the company’s 
debt is judged to be speculative of poor 
standing and subject to very high credit 
risk, according to Moody’s definitions.

Loan repayment
While the company made a $10 mil-

lion repayment of a term loan in May, 
further actions may be required to 
address its capital structure, Moody’s 
said.

“Moody's anticipates Charming Char-
lie will need to once again address the 
terms of its credit facility either through 
a second amendment, equity contribu-
tion, or full refinancing, and believes 
there is heightened risk of a distressed 
exchange,” Altieri said.

Founder and CEO Charlie Chanara-
tsopon holds close to 60 percent of the 
equity in the business, with the rest held 
by investors including Hancock Park 
Associates, the company's prior majority 
shareholder, Moody’s said.

The company held roughly $6 million 
of balance-sheet cash and about $26 mil-
lion of availability under its $60 million 
ABL revolver. The company also holds a 
$150 million senior secured term loan, 
which Moody’s downgraded to Caa1 from 
B3.

In 2012, Hancock Park Associates gave 
its LPs the option to get out of Hancock 
Park Capital III, which raised $256 mil-
lion in 2005, according to a Bloomberg 
report. Some LPs requested liquidity after 
finding out that Hancock would take lon-
ger to exit its investment in Charming 
Charlie than expected, the story said.

The Los Angeles private equity firm 
did not return an email from Buyouts.

LEVERAGED LOANS

Ratings Wrap-Up (December 10, 2016 - December 21, 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

12/20/16 Apollo Global 
Management; 
Blackstone Group; 
TPG Capital

Caesars 
Entertainment 
Corp.

= S&P lowered Caesars' corporate credit rating to 
'CCC-' from 'CCC+'. The outlook is negative

Caesar's capital structure is unsustainable and 
near-term restructuring is seen as highly likely.

S&P

12/20/16 Audax Private Equity; 
Frazier Healthcare 
Partners; GTCR

Correct Care 
Solutions Group 
Holdings

= Moody's lowered CCS' Corporate Family Rating to 
Caa2 from Caa1. The outlook is negative.

CCS has experienced a continued weak 
operating performance and liquidity profile.

Moody's

12/9/16 Azimuth Capital 
Management; First 
Reserve

Cobalt 
International 
Energy, Inc.

= S&P lowered Cobalt's corporate credit rating to 'D' 
from 'CC'.

The downgrade comes after Cobalt completed a 
distressed exchange of its debt.

S&P

12/15/16 Bain Capital; Thomas 
H. Lee Partners

iHeart 
Communications 
Inc.

= S&Ps downgraded iHeartMedia's corporate credit 
rating to 'SD' from 'CCC'.

The downgrade comes after the company's 
election to not repay a portion of its debt.

S&P

12/20/16 Carlyle Group Syniverse 
Holdings, Inc. = Moody's dropped Syniverse's Corporate Family 

Rating to Caa1 from B3. The outlook is negative.
Syniverse has a high leverage profile and a 
possible distressed exchange could be looming.

Moody's

12/16/16 Corinthian Capital 
Group

Sierra Hamilton LLC = S&P dropped Sierra Hamilton's corporate credit 
rating to 'D' from 'CCC'.

The default rating is due to Sierra entering into 
a grace period for its missed interest payment.

S&P

12/13/16 Leonard Green 
& Partners; TPG 
Partners

J. Crew Group Inc. = S&P lowered J. Crew's corporate credit rating to 
'CCC-' from 'B-'. The outlook is negative.

J. Crew has unstable capital structure and 
likely to pursue a distressed exchange within 
6 months.

S&P

12/15/16 Providence Equity 
Partners

TwentyEighty Inc. = Moody's lowered TwentyEighty's corporate family 
rating to Ca from Caa3. The outlook is negative.

The downgrade follows a missed interest 
payment and likelihood of defaulting.

Moody's
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Hancock Park Associates, http://hpcap.
com/about.php




