


 As Matt Danna set out to 

meet with investors late in the 

spring about a series C funding 

round for his West Hollywood 

software company, Boulevard, 

he thought that, as an old hand 

at fundraising, he knew the 

drill. 

 But this time, Danna was 

meeting with investors during 

the worst part of the spring 

market selloff triggered by ris-

ing interest rates, increasing 

fears of a recession and global 

uncertainty stemming from 

Russia’s invasion of Ukraine. 

 Danna and his team at 

Boulevard soon found they 

were being shown the door 

more frequently than in the 

company’s previous rounds. 

They had to meet with twice as 

many funds this time around 

before enough of them agreed 

to invest. 

 “The funds up front were 

saying they were still deploy-

ing capital, but we found that 

 Danna is not alone. All over 

Los Angeles County and 

throughout the nation, private 

companies are having a tough-

er time raising capital in an en-

vironment of rapidly rising in-

terest rates, increased fears of 

recession, much higher infla-

very few were actu-

ally writing checks,” 

Danna said. “We 

would find out later 

in the process that 

some of these funds 

were being extra 

cautious and had not 

written any checks 

so far this year.” 

 In the end, 

Boulevard – which 

makes and distrib-

utes a software plat-

form that helps hair 

salons and other per-

sonal care business-

es manage their op-

erations and financ-

es – not only met its 

initial target of $50 million but 

obtained enough financing to 

close the round at $70 million. 

But it wasn’t easy. 

 “This was definitely the 

most difficult financing round, 

even though we had a proven 

track record,” he said. 
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tion and continuing labor short-

ages and supply chain prob-

lems. 

 “Everybody is looking very 

closely at any company seek-

ing to raise capital right now, 

either on the public equity mar-

kets or privately,” said Lloyd 

Greif, co-founder and chief 

executive of downtown Los 

Angeles-based middle-market 

investment banking firm Greif 

& Co. 

 “We’re in a storm right now 

for raising capital and every-

body is beginning to batten 

down the hatches,” added 

Greif, who is also active with 

the USC Marshall School of 

Business, having endowed a 

center for entrepreneurial stud-

ies there. 

 As a result, a lot of the tra-

ditional avenues for private 

companies to raise capital have 

either been closed off or are 

beginning to close. 

 “The IPO market is deader 

than a doornail, and so are 

SPACs,” Greif said, referring 

to the once popular special-

purpose acquisition companies 

that emerged as an alternative 

for private companies to enter 

the public markets. 

 “Traditional banks are get-

ting more hesitant to lend, 

while private equity firms are 

use that capital to grow their 

business.” 

 But even before private 

companies get to this stage, 

they now more than ever must 

make sure their own financial 

houses are in order: having 

strong balance sheets, demon-

strating they can limit cost in-

creases, and even making sure 

that their customers or clients 

are in strong financial posi-

tions. 

 “Companies seeking capital 

have to make stronger cases 

and be better prepared to an-

swer questions on the risk side, 

including stability of their sup-

ply chains, reducing their reli-

ance on discretionary consum-

er spending, and the like,” said 

Paul Hayama, partner with 

Sawtelle-based Avante Capital 

Partners. 

More questions 
 Boulevard’s Danna said he 

experienced this firsthand. 

“A lot of the funds that we 

spoke with brought more peo-

ple to the calls,” Danna said. 

“They are trying to de-risk and 

analyze everything as much as 

possible upfront, and that 

means coming prepared with a 

lot more questions than we saw 

in previous rounds.” 

 He said that with several 

investor funds in its just-

being more cautious,” he add-

ed. 

Higher cost of capital 
 Companies can still get fi-

nancing – as the experience 

with Boulevard shows – but 

they must work harder for it. 

Lenders and investors are be-

ing more selective in the com-

panies they finance. And even 

if private companies are able to 

obtain financing, it comes at a 

higher cost. 

 With higher interest rates, 

the cost of bank loans and 

credit facilities have jumped. 

And on the private equity side, 

today’s higher-risk environ-

ment has lowered company 

valuations, according to Dean 

Kim, head of research product 

for Playa Vista-based William 

O’Neil and Co. 

 Lower company valuations 

put private equity funds more 

in the driver’s seat, able to de-

mand higher stakes in the com-

panies in which they invest, 

Kim explained. 

 “It’s a more difficult deci-

sion for private companies that 

need capital to grow,” Kim 

said. 

 “Not only figuring out 

where they can go (to raise 

capital), but also they now 

have to weigh the higher cost 

of borrowing with the ability to 



concluded C round, it took six 

to eight meetings before a term 

sheet was drawn up, about 

twice the number of meetings 

that were required in previous 

rounds. 

 “We knew it would be 

tougher, so this didn’t catch us 

totally by surprise,” he said. 

For companies that don’t have 

the strongest track records or 

balance sheets – or are more 

susceptible to downturns in the 

business cycle – their options 

are more limited now. 

 “There is more bifurcation 

in the market between those 

companies that are more reces-

sion-resilient and those that are 

more prone to business cycles 

and discretionary consumer 

spending trends,” said Avante 

Capital Partners’ Hayama. “For 

that latter group of companies: 

it’s going to cost you signifi-

cantly more to get capital.” 

 And that, in turn, may im-

pact how much capital compa-

nies may be able to obtain, ei-

ther from lenders or investors. 

 “If the cost of capital in-

creases substantially, compa-

nies may not get as large loans 

or investments or may have to 

scale back their plans a bit,” he 

said. 

 Of course, that’s the stated 

goal behind the benchmark rate 

these companies, Hayama, 

Kim and Greif agreed that if 

the companies want to remain 

independent yet still obtain 

capital to grow, they may have 

to seek nontraditional financ-

ing, such as nonbank lenders or 

the private credit market. 

 “The private credit markets 

are doing quite well right 

now,” Greif said. “Many of the 

big private equity firms – KKR 

(Kohlberg Kravis Roberts & 

Co.) in New York and, out 

here, (Century City-based) 

Ares Management – have 

launched private credit funds.” 

 These funds are lightly reg-

ulated and can charge higher 

interest rates, he added. 

M&A strong 
 For those companies that 

want to grow and are willing to 

consider a merger or acquisi-

tion partner, Greif said that is 

an attractive option at the mo-

ment. 

 “Strategic mergers and ac-

quisitions are still solid right 

now,” he said. “Those deals are 

getting done. It’s a more resili-

ent market than the capital 

markets.” 

 Last month, for example, 

Greif’s company advised on a 

deal in which Vernon-based 

Jobbers Meat Packing Co., do-

ing business as WilMar, agreed 

increases that the Federal Re-

serve Board has been imple-

menting since the spring to try 

to tamp down inflation: to 

make the cost of capital more 

expensive and slow the rate at 

which money flows through 

the economy. 

Funding still available 
 That said, there’s still plenty 

of money out there for private 

companies to access. Hayama 

said that nationwide, private 

equity funds have roughly $1.2 

trillion in what’s called “dry 

powder” that they are able to 

draw upon for investments. 

While that’s down a bit from 

$1.5 trillion two years ago, 

“$1.2 trillion is still a lot of 

money.” 

 And unlike in 2007-2008, 

bank balance sheets remain 

strong. According to the web-

site Trading Economics.com, 

balance sheets for U.S. banks 

reached an all-time high in ear-

ly August of just under $23 

trillion. 

 “It’s not that banks don’t 

have the money to lend, it’s 

that they are now being more 

selective on whom they make 

loans to,” Hayama said. 

 This, of course, poses chal-

lenges for private companies 

that don’t have strong track 

records or balance sheets. For 



to be bought by Vernon-based 

Randall Foods. Both are port-

folio companies of Brentwood-

based Highview Capital. 

 Greif said one reason these 

deals are still getting done is 

that the financial picture of the 

company seeking a growth 

capital opportunity is not the 

sole factor. “In a merger like 

this, the acquiring company is 

also thinking, ‘What can I do 

with this company as it be-

comes part of our operations?’ 

 Also, with a possible loom-

ing recession, Greif said con-

sumers may be buying less, so 

maintaining organic growth 

may become more difficult, 

making a decision to sell all or 

part of the company a more 

attractive option. 

it. The final push for him to 

move to sell came more recent-

ly, as the cost of borrowing 

started to increase. 

 “Money is much tighter 

now,” he said. “And we were 

looking at borrowing to either 

build a new building or convert 

an existing one, which was go-

ing to cost us a lot more than it 

would have three or four years 

ago.” 

 Finding a strategic partner 

to sell the company to would 

eliminate much of that addi-

tional expense, he said. 

 Randall Foods was the per-

fect partner, Greif noted. 

“Some of WilMar’s production 

will shift over to one of the 

Randall facilities where they 

have room to grow,” he said. 

“That will facilitate WilMar 

growing much more rapidly 

than otherwise would have 

been the case.” 

 For Jobbers Meat, two ma-

jor factors weighed into the 

decision to sell: the need for 

additional capital to fund a 

move into a larger facility and 

the desire of co-founder and 

company president Marty Ev-

anson to retire. 

 “We had run out of space in 

our Vernon facility,” Evanson 

said. “We needed to build a 

building or find a larger build-

ing to convert. But when I 

faced that decision four or five 

years ago, I was in my late 70s 

and was a bit too old to deal 

with getting all the permits and 

working with the contractors.” 

 Evanson decided that keep-

ing the company in the family 

was not the most viable option 

and was leaning toward selling 

The Jobbers Meat Packing warehouse and facility in Vernon. 




