
Q: How did Blue Harbour start?
A: Blue Harbour was founded in 2004. I 
had been in the private equity business for 
17 years at KKR and General Atlantic. As 
I reflected on all the transactions I’d been 
involved in, I saw that the key to creating 
value wasn’t so much leverage as it was 
backing the right management teams that 
were open to change. By 2004, in the wake 
of the Enron-era scandals, there was an 
emerging change in the attitudes of boards 
and managements of public companies 
about listening to their large stockholders. 
So I thought if I could apply my private eq-
uity experience to public markets it would 
be an interesting business. 

Q: How is your strategy different from 
other activists’?
A: First, we’re exclusively collaborative. 
Over nine years we’ve never done a proxy 
contest, we’ve never sued a company, 
we’ve never taken a publicly adverse 
position to our management teams. Our 
approach is only to invest in companies 
where we like and respect the manage-
ment team, where we think they’re clever 
and seem open to finding ways to unlock 
value and listen to new ideas. The other 
thing that differentiates us is we focus 
mainly on companies in the $1 billion to 
$5 billion range. This is where we think 
the best opportunities lie. Companies of 
that size don’t often have the resources to 
come up with or fully analyze all possible 
alpha-generating ideas, and they’re not so 
large that investment banks are thinking 
about how these companies can unlock 
value. We have roughly 20 employees and 
there are seven senior members of our 
investment team, so we are able to con-
tribute a lot of valuable experience and 
analytical resources to these companies.

Q: How many positions do you hold?
A: We always have between seven and 10 
core positions at any one time, investing 
between 6 percent and 10 percent of our 
capital in each, for a 5 percent to 10 per-
cent stake of the company. We typically 
also have a handful of smaller “farm team” 
positions — the companies we’re still get-
ting to know or still finishing our research 
to see if they can become a core position.

Q: What opportunities are you seeing?
A: There are three major tailwinds at the 
moment. One is the sea change in cor-
porate governance. The second thing is 
optimizing balance sheets. In 2008, most 
companies were caught unaware and 
were overleveraged. Companies spent the 
next two years stopping cap-ex, raising 
debt, selling equity, raising cash. Now 
you have trillions of dollars of cash on 
corporate balance sheets earning nothing 
at these low interest rates. This is a very 
fertile opportunity for active investors to 
help companies create value by doing 
clever things with that cash, such as buy-
ing back stock, paying a special dividend 
or making an accretive acquisition. The 
third thing is M&A — the seeds are sown 
for huge M&A. You’ve got cash on corpo-
rate balance sheets, low rates, incredibly 
accommodative financing markets where 
high-yield and bank debt is being done 
without covenants at very low rates. You 
have the accretive nature of most strate-
gic deals. You have private equity funds 
that have about $300 billion of unfunded 
capital commitments in their hands. The 
only thing that’s been missing is confi-

dence in the board room. As the economy 
is healing, confidence is increasing in 
board rooms.

Q: What’s in the portfolio now?
A: Our major positions include CACI, 
a large defense company in the cyber-
security and antiterrorism business that 
does software, consulting and intelligence 
reconnaissance. It generates lots of cash, 
since it doesn’t manufacture anything. 
The company has bought back about a 
third of it stock since we’ve been involved. 
We have a new core position in Aka-
mai, a technology company, and it really 
touches 20 percent to 30 percent of all the 
web traffic in the world every day. Their 
specialty is in video. They’re also big in 
cyber-security, the cloud and mobile web 
applications. This is a company that has 
significant mega trends supporting its 
business, a debt free balance sheet and 
$1 billion of cash, all in the U.S. Our other 
core positions include Jack in the Box, 
Employers Holdings, Progressive Waste, 
and Chico’s. They have four divisions at 
Chico’s: one called Chico’s, which is a 
misses business that has a loyal customer 
base; White House/Black Market, which 
is much more fashion forward; Boston 
Proper, which is a catalog business; and 
Soma, which is an intimate apparels busi-
ness. The stock market is valuing Chico’s 
today at about six times Ebitda. We’ve 
been working with Chico’s on two things: 
we urged them and they announced about 
three weeks ago a big $300 million share 
buyback at the current low valuation. 

Clifton S. Robbins, founder and chief execu-
tive officer of Blue Harbour Group LP, spoke 
to Kelly Bit about his expectations for M&A, the 
firm’s approach to activist investing and some 
of its current holdings. The Greenwich, Con-
necticut-based fund, with $1.6 billion in assets, 
is up 11 percent this year through May 31 after 
returning 16 percent in 2012. It has returned an 
annualized 15 percent since 2009.
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BtIG to Hire  
after Losing  
Distressed Salesmen

european Loans Beat U.S. as returns reach 4.71% 

By Lisa aBramowicz
BTIG LLC plans to hire as many as 10 

people for its high-yield unit by July after 
losing three distressed debt salesmen with-
in the past two months.

managing director Michael Cassidy left 
the boutique investment bank this month 
and Steven Bergman, also a managing di-
rector, departed in march, according to re-
cords maintained by the Financial industry 
regulatory authority. Robert Hannigan, a 
director in the distressed-debt sales group, 
was no longer registered with the firm as of 
april 6, the records show.

BTiG more than doubled its staff in the past 
two years and is adding people after com-
petitors including Chapdelaine & Co. and 
LaBranche & Co. closed credit-trading units. 
The broker-dealers were among 70 debt-

By Karen eeuwens and emre PeKer
european leveraged loans are outperforming u.s. bank debt this year as companies 

refinance borrowings at the fastest pace since 2007, boosting prices.
western european leveraged loans have returned 4.71 percent, compared with 3.12 

percent in the u.s., according to Credit Suisse Group AG indexes. The performance 
marks a turnaround from 2010, when bank debt in america outperformed.

a 41 percent drop in european leveraged buyouts since their 2007 peak is curbing 
the amount of new loans at the same time the region’s central bank raises interest rates 
for the first time in almost three years. Funds buying speculative-grade loans in europe, 
which mainly invest in bank debt issued to fund leveraged buyouts, received $14 billion in 
repayments in the first quarter, almost double the $7.7 billion private-equity firms raised 
for takeovers in the same period.

trading startups opened in 2009 to capitalize 
on banks pulling back after the worst financial 
crisis since the 1930s. as larger companies 
recovered market share, traders that joined 
smaller businesses have left for bigger banks.

“BTiG has been a net acquirer of high 
yield/distressed talent, an area that BTiG 
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Asset Acceptance Capital Corp BB+ $250 6YRS 
IASIS Healthcare LLC Ba3 $1,235 5YRS 
Memora Inversiones N/A 260EUR 6YRS 
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AXCA Caa1/B 12.75 111.00 N.A. 6.58 446
GOK B3/B- 9.75 98.00 N.A. 10.42 926
S Ba3/BB- 8.75 109.50 -0.63 7.82 333
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TOY B3/CCC+ 7.38 100.38 N.A. 7.31 391
SGU B2/B- 8.88 104.25 N.A. 7.92 580
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Bloomberg Brief will not publish tomorrow due to good Friday. The next edition will be monday, April 25.

Q&A
Jeffrey Werbalowsky,  
co-CEO of Houlihan 
Lokey, spoke with 
Aleksandrs Rozens 
about the high yield 
market and how it is 
spurring dealmaking. pG.5
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