Spring 2015
www.bdo.com

PErspective in

MANUFACTURING
A FEATURE EXAMINING THE ROLE OF PRIVATE EQUITY IN THE MANUFACTURING SPACE.

Manufacturing
of transportation
equipment is a
key economic
driver, and
private equity
has become an
increasingly
popular source
of funding.
Stay up-to-date
on the
latest trends

Manufacturing
of transportation
equipment (TE) –
including cars, trucks,
commercial and
military aircraft, ships,
trains and their respective equipment – is a key
economic driver worldwide. According to First
Research, the global TE manufacturing industry
generates approximately $4 trillion in annual
revenues, with $750 billion coming from the
United States. And private equity has become
an increasingly popular source of funding in
many TE sectors.
As traditional lending routes were squeezed during the
financial crisis, the aviation industry has increasingly
received funding from private equity firms such as
the Carlyle Group and Cerberus Capital Management,
which have provided much-needed equity, lending
and leasing capital, according to legal newsletter
International Law Office. Boeing Capital estimates
there will be a $124 billion financing requirement for
commercial jets in 2015 and, according to aviation
newsletter Flight Global, new investors continue to
enter the sector, including private equity, hedge funds
and sovereign wealth funds.
Shipping has seen a huge influx of private equity
capital over the last few years, as well. The financial
crisis hit just as a boom in ship deliveries was
underway, leaving lenders saddled with billions of
dollars in bad debt, and forcing the industry to find
alternative funding sources, according to Bloomberg.
The subsequent post-crisis slump drew a rush of
private equity investors looking to take advantage of
low asset prices at the bottom of the market, including
Oaktree Capital Management and Golden Tree Asset
Management, which has a 4.81 percent stake in

Euronav. Private equity funds poured at least $7 billion
into shipping in 2014, according to industry newsletter
Hellenic Shipping News.
However, private equity interest in the shipping sector
could be waning, as the sector can be volatile and
illiquid. Now that shipping assets are priced above
their recent lows, the shipping industry is not drawing
private equity firms to the extent it was before – and
some insiders fear private equity could move on
to other sectors, according to SeaTrade Global, a
shipping newsletter.
The automotive industry – in particular General
Motors, Ford and Chrysler – is seeing a level of interest
from the private equity world not seen since before the
Great Recession, according to the Detroit Free Press.
This has led to some tension in the industry between
activist investors who believe some automakers are
hoarding cash that could be put to better use, and the
longer development cycles of the automotive industry,
which also has to be prepared for potential geopolitical
and macroeconomic shifts.
In the defense subsector, as federal military budgets
continue to shrink, consolidation and divestiture
have become key trends. Some large TE firms sold
off assets in 2014 to focus on their core, according to
Washington Technology. Military contractor and jet
manufacturer General Dynamics sold its Advanced
Systems line of business to Canadian communications
and information company MDA, and Boeing exited
the commercial cybermarket and transferred its Narus
technology to Symantec.
Each subsector has its own unique opportunities and
challenges, but there seems to be ongoing demand
for private equity financing for the manufacturing of
all types of transportation equipment. What remains
to be seen, however, is how long private equity will be
willing and able to meet this demand.

 Read more

PErspective in MANUFACTURING

People who know Manufacturing, know BDO.

Manufacturing Industry Contacts:

Private Equity Industry Contacts:

HOWARD SOSOFF

LEE DURAN

Manufacturing & Distribution Practice Leader
414-287-1115 / hsosoff@bdo.com

Private Equity Practice Leader / Assurance Partner
/ San Diego
858-431-3410 / lduran@bdo.com

MATT BECKER
Tax Partner, Grand Rapids
616-802-3413 / mkbecker@bdo.com

BRIAN ECCLESTON
Assurance Partner, New York
212-885-8220 / beccleston@bdo.com

SEAN HENAGHAN
Assurance Partner, Chicago
312-233-1803 / shenaghan@bdo.com

ISSY KOTTON
Assurance Partner, Los Angeles
310-557-8266 / ikotton@bdo.com

FRED ROZELLE
Assurance Partner, Detroit
248-244-6544 / frozelle@bdo.com

RICK SCHREIBER
Assurance Partner, Memphis
901-680-7607 / rschreiber@bdo.com

JOHN TUCCI
Assurance Partner, Woodbridge
732-750-0900 / jtucci@bdo.com

SCOTT HENDON
Tax Partner / Dallas
214-665-0750 / shendon@bdo.com

KEVIN KADEN
Transaction Advisory Services Partne / New York
212-885-8000 / kkaden@bdo.com

JOE GORDIAN
Director / Dallas
214-969-7007 / jgordian@bdo.com

TUAN HOANG
Director / Los Angeles
310-557-0300 / tmhoang@bdo.com

TODD KINNEY
Director / New York
212-885-7485 / tkinney@bdo.com

MATT SEGAL
Assurance Partner / Chicago
312-616-4630 / msegal@bdo.com

RYAN GUTHRIE
Transaction Advisory Services Partner / Costa Mesa
714-668-7385 / rguthrie@bdo.com

DAN SHEA
Los Angeles
310-557-8205 / dshea@bdocap.com

JOE BURKE
Transaction Advisory Services Partner / McLean, VA
703-770-6323 / jburke@bdo.com

FRED CAMPOS
Transaction Advisory Services Director / Miami
305-420-8044 / fcampos@bdo.com

JERRY DENTINGER
Transaction Advisory Services Partner / Chicago
312-239-9191 / jdentinger@bdo.com

BDO is the brand name for BDO USA, LLP, a U.S. professional services firm providing assurance, tax, financial advisory and consulting services to a wide range of publicly traded and privately held
companies. For more than 100 years, BDO has provided quality service through the active involvement of experienced and committed professionals. The firm serves clients through 58 offices and more
than 400 independent alliance firm locations nationwide. As an independent Member Firm of BDO International Limited, BDO serves multi-national clients through a global network of 1,328 offices in
152 countries.
BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and forms part of the international BDO network of
independent member firms. BDO is the brand name for the BDO network and for each of the BDO Member Firms. For more information please visit: www.bdo.com.
Material discussed is meant to provide general information and should not be acted upon without first obtaining professional advice appropriately tailored to your individual circumstances.

© 2015 BDO USA, LLP. All rights reserved.

