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TOO MUCH MONEY AND FEWER DEALS:
SOMETHING WILL HAVE TO GIVE

Having recently completed a round of meetings with more than twenty private
equity and venture capital firms which, in various degrees and for various
transaction size targets, specialize in the Media & Telecommunications industry,
we can confidently report that the private equity market is active and looking to
become more so.

While many groups have recently passed the investment periods of their
previous funds, most of these have already closed on their next, and the
magnitude of the new investment vehicle is almost uniformly greater than its
predecessor. Not only is private equity liquidity thus higher than it was, but
perspectives are generally fresh and forward-looking (with the market correction
of several years ago firmly a thing of the past). As the national economy
moreover continues on a steady course, seemingly undaunted by natural
disasters and energy costs, and as the public equity markets reflect that
modestly upward trajectory, the mood of cautious optimism prevails.

But in this silver lining there is, as almost always, that nagging element of grey.
Whether the fund is large or small, whether it calls itself “buy-out” or “venture”,
whether it's backed by institutional or private (family) capital, the investment
target is broadly speaking the same: the profitable (or nearly profitable) proven
enterprise, with predictable revenues, minimal if any technology risk, and in a
protected (or highly defensible) market. The more hybrid investment groups,
moreover, such as PIPE investors and hedge fund managers, both of which have
made their way of late onto the turf of traditional private equity, also seek out that
same generically described target... And have we mentioned the mezzanine
funds? And the growing number of reverse-merger seeking cash-rich shells
called SPACs?

Although we have no concrete data to support the case, one should reasonably
assume that the aggregate dollar amount of potential private equity or equity-like
deal flow may not suffice to satisfy all of these virtually identical appetites and
needs. Something, as noted above, will have to give.



It seems unlikely that the preponderance of funds would, after an initial period of
competition for limited opportunity, return capital to its investor base... and
anyway, even if this were to occur, what alternative would these capital sources
find at that time to direct their capital more productively? More likely, we believe,
parameters will change, (as they have in the PIPE universe over the last 12
months), and exceptions will be made. Deals will thus close that may not fall
squarely in the currently defined “sweet spot,” and it would not come as a
surprise if this behavioral pattern were to begin sooner than later. When it does,
the investment community will have begun to add even greater value to our
economy, with the increased sponsorship of new enterprises to challenge the
incumbents in a more robust free market.

Deals will thus
close that may not
fall squarely in the
currently defined
“sweet spot”...

By Dan Ramsden

Dan Ramsden is a Managing Director of Near Earth LLC. He can be reached by email,
dan@nearearthllc.com, or by phone 646-843-9799




IMPORTANT DISCLOSURES AND INFORMATION ABOUT THE USE OF THIS
DOCUMENT:

Near Earth, LLC ("Near Earth") has published this report solely for informational
purposes. The report is aimed at institutional investors and investment professionals,
and satellite, media and telecom industry professionals. This report is not to be
construed as a recommendation or solicitation to buy or sell securities. The report was
written without regard for the investment objectives, financial situation, or particular
needs of any specific recipient, and it should not be regarded by recipients as a
substitute for the exercise of their own judgment. The content contained herein is based
on information obtained from sources believed to be reliable, but is not guaranteed as
being accurate, nor is it a complete statement or summary of any of the markets or
developments mentioned.

The authors of this report are employees of Near Earth, LLC, which is a member of
NASD. The opinions expressed in this report accurately reflect the personal views of the
authors but do not necessarily reflect the opinions of New Earth itself or its other officers,
directors, or employees.

The portions of this report produced by non-Near Earth employees are provided simply
as an accommodation to readers. Near Earth is under no obligation to confirm the
accuracy of statements written by others and reproduced within this report.

Near Earth and/or its directors, officers and employees may have, or have had, interests
in the securities or other investment opportunities related to the companies or industries
discussed herein. Employees and/or directors of Near Earth may serve or have served
as officers or directors of companies mentioned in the report. Near Earth does, and
seeks to do, business with companies mentioned in this report. As a result, Near Earth
may have conflicts of interest that could affect the objectivity of this report.

This report is subject to change without notice and Near Earth assumes no responsibility
to update or keep current the information contained herein.

Near Earth accepts no liability whatsoever for any loss or damage of any kind arising out
of the use of all or any part of this report.

No part of this report may be reproduced or distributed in any manner, via the Internet or
otherwise, without the specific written permission of Near Earth. Near Earth accepts no
liability whatsoever for the actions of third parties in this respect.



