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Disclaimer

Forward-Looking Statements

This presentation contains “forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995, 
including statements regarding future performance, including expectations regarding increases to book value per share, expected 
growth of assets under management and anticipated benefits from a strategic relationship with GSO and Franklin Square. All 
statements other than statements of historical fact included in this release are forward-looking statements. Forward-looking 
statements give our current expectations and projections relating to our financial condition, results of operations, strategic plans, the 
market price for NewStar’s stock prevailing from time to time, the nature of other investment opportunities presented to NewStar from 
time to time, objectives, future performance, financing plans and business. As such, they are subject to material risks and 
uncertainties, including our limited operating history; the general state of the economy; our ability to compete effectively in a highly 
competitive industry; and the impact of federal, state and local laws and regulations that govern non-depository commercial lenders 
and businesses generally.

More detailed information about these and other risk factors can be found in NewStar's filings with the Securities and Exchange 
Commission (the "SEC"), including Item 1A ("Risk Factors") of our 2014 Annual Report on Form 10-K, as amended, as may be updated 
or supplemented by any Risk Factors contained in our subsequent Quarterly Reports on Form 10-Q. NewStar is under no obligation to 
(and expressly disclaims any such obligation to) update or alter its forward-looking statements, whether as a result of new 
information, future events or otherwise, except as required by law.

Non-GAAP Financial Measures

It should be noted that this presentation may contain certain financial measures which are not prepared in accordance with U.S. 
generally accepted accounting principles (collectively, the “non-GAAP financial measures”). The Company has presented non-GAAP 
financial measures in presentation because it believes they provide useful metrics that enable investors to measure our operations. The 
non-GAAP financial measures should not be construed as an alternative to the financial measures presented in accordance with U.S. 
generally accepted accounting principles. It should be noted that companies calculate non-GAAP financial measures differently; as a 
result, the non-GAAP financial measures presented herein may not be comparable to similarly titled measures reported by other 
companies. 
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 30 years

 13 years at NewStar

Position & Roles

 Chief Executive Officer, 
President, and Chairman of 
the Board

 Founder

Years of experience

 MD at FleetBoston Financial from 1996 – 2002, 
responsible for Corporate Finance and Capital 
Markets 

 From 1987 – 1996, held various roles at Citicorp 
Securities, including MD and Senior Securities Officer 
responsible for private placement, loan syndication, 
and acquisition loan finance

 From 1983 – 1987, served as an Investment Director 
at Aetna

 B.A. from Fairfield University and M.B.A. from 
University of Connecticut

Summary of experienceName

Tim Conway 

2

John Frishkopf  Treasurer and Head of Asset 
Management

 28 years

 13 years at NewStar

 Founding partner of European-based Benson Oak & 
Company from 1992 – 1999, structuring over $4B in 
transactions

 From 1987 – 1992, Vice President, held various roles 
at Citicorp Securities, including in the leveraged loan 
and private placement markets

 B.S. from MIT and Masters of Management Science 
from MIT Sloan School of Management

Presenters
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Overview of NewStar Financial

NewStar Credit Platform

 More than $6.9 billion of assets under management1

 Founded in 2004 and publicly-traded since 2006 (Nasdaq: NEWS)
 Over 120 employees with more than 78 credit and investment professionals
 Established national middle market direct lending franchise
 Top-performing broadly syndicated loan business
 Leading middle market loan securitization platform
 Strategic relationship with Blackstone’s GSO Capital

Direct Lending Asset Management

Providing capital solutions to the middle market for more than 10 years

Over $3.6 billion of loans and credit investments1, 2

 1st lien ‘cashflow’ loans
 Unitranche loans
 2nd lien loans
 Asset-based working capital loans
 Equipment loans and leases
 Revolving credit facilities
 Capital markets capabilities

Opportunistic CreditPrivate credit Broadly syndicated loans

$0.8 billion under management1

 1st lien ‘cashflow’ loans
 Unitranche loans
 2nd lien loans
 Direct, proprietary loans
 Co-investment strategies
 Middle market CLOs & SMAs

Internally-managed commercial finance company

$2.2 billion under management1

 1st lien loans
 Liquid/rated loans
 CLOs

$0.3 billion under management1

 Long/short credit hedge fund
 Long-only SMAs
 Retail fund sub-advisory
 Distressed/stressed

3

Notes:
1 As of September 30, 2015
2 Includes loan portfolio of $2,137MM and $185MM of cash and other assets on balance sheet
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Established national lending franchise 

 Team of over 25 professionals¹ is responsible for developing proprietary lending opportunities

– Long term and profitable relationships with selected sponsor clients and their portfolio companies, which generate 
repeat business and cross-selling opportunities

 Team of over 20 underwriting and credit professionals with deep industry expertise supports origination team, with 
further support from a pool of over 15 credit and originations analysts

– Portfolio managers ensure new loans comply with NewStar’s credit and risk management practices and monitor 
each loan/borrower over its life cycle, including potential restructuring and workouts

 On average, each origination banker reviews 40–60 financing opportunities and closes 6–8 transactions per year, while 
each portfolio manager oversees 15–25 credit relationships and a $150–250MM loan portfolio

4

Darien, CT

San Francisco, CA

Dallas, TX

Chicago, IL

Boston, MA

Portland, OR

Atlanta, GA

New York, NY

Notes:
Refers to VPs and above
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EV: $50 – 500+MM

Revenue: $50 – 500+MM

EBITDA: $10 – 50MM

Stable predictable cash 
flow

Industries: Targeted

Stage: Mature companies with 
well-established market 
positions, franchise 
value, and audited 
financials

Rating: Non-rated, but implied 
B1/B2/B3 credit quality

Capital structure

2nd Lien
Subordinated Debt

0 – 20% of Capitalization
4.5 – 5.5x Debt / EBITDA

Private Equity

30 – 40% of Capitalization

Target borrower profile¹ Senior lenders

Senior Secured Debt (1st Lien)

40 – 55% of Capitalization

3.5 – 4.5x Senior Debt / EBITDA

Collateral: First priority perfected 
security interest in substantially all 

assets

2nd Lien / Subordinated lenders

Notes:
1 Average target borrower profile refers to middle market Leveraged Finance Business

The characteristics noted above are generalizations about middle market loans based on the experience of NewStar’s investment professionals.  These characteristics, to the extent they are actually present, may be different based on 
particular obligor needs, prevailing market conditions and during different phases of market cycles. There can be no assurance that each of NewStar’s middle market loan investments will have any of the above characteristics or that 
middle market loans generally will have these characteristics
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Middle Market focus

Antares

http://www.nxtcapital.com/
http://www.nxtcapital.com/
http://www.solarcapltd.com/
http://www.solarcapltd.com/
http://www.google.com/url?sa=i&source=images&cd=&cad=rja&uact=8&ved=0CAgQjRw&url=http://en.wikipedia.org/wiki/File:Audax_Group_logo.png&ei=rhICVcfCAsimgwSEzYBQ&psig=AFQjCNHWS_kte9RHI88jBQScBUCTzUj1ug&ust=1426285614118463
http://www.google.com/url?sa=i&source=images&cd=&cad=rja&uact=8&ved=0CAgQjRw&url=http://en.wikipedia.org/wiki/File:Audax_Group_logo.png&ei=rhICVcfCAsimgwSEzYBQ&psig=AFQjCNHWS_kte9RHI88jBQScBUCTzUj1ug&ust=1426285614118463
http://www.monroecap.com/
http://www.monroecap.com/
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YTD Q3 2015 highlights

Growth

 Originated more than $2.3 billion of new funded credit investments YTD up 130% from last year

 Grew managed loans and investments by $1.2 billion, or 37%, to $4.6 billion

 Increased net income by 35% YTD Q3 2015 vs the same period last year

Credit 
Performance

 Credit costs remained within expected ranges

 Increase in provision expense driven by loan growth

 Exposure to legacy, pre-crisis vintages declined to less than 5% 

 Added three impaired legacy loans to non-accrual status and sold OREO property 

Capital 
Management

 Made continued progress toward capital ratio target, increasing leverage to 4.8x

 Have $1.25 billion of long term debt and equity capital to support growth strategy

 Completed first securitization backed by equipment loans and leases and issued three CLOs

 Increased book value per share to $14.40 and announced $5 million stock repurchase program

Strategic Initiatives

 Added $2.3 billion of AuM through acquisition of FOC Partners, a private, credit-oriented 
investment manager

 Served as lead arranger or administrative agent on 14 deals totaling $2.3 billion through YTD Q3 
2015

 Have completed seven new unitranche transactions and added more than $400 million of 
incremental credit commitments through strategic relationship with GSO Capital through Q3 2015

6
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Industry and competitive landscape update

19.8
10.7

18.2 

14.7 

13.9 

10.3 

$51.9

$35.7

Q1-Q3 14 Q1-Q3 15

6.05%

6.25%

Q3 14 Q3 15

$MM

New loan yieldsOrigination volumes

Market update

 Continued regulatory pressure on banks is limiting their leveraged lending activities

 Antares competing aggressively following its acquisition by CPP

 Volatility in the credit markets creating opportunities

 Lower MM sponsored issuance volumes YTD Q3 vs last year, but better pricing environment developing in Q3

 Despite a volatile market backdrop in Q2 and Q3, NewStar’s deal pipeline remains strong as we continue to pursue 
attractive credit opportunities, fostered by our strategic partnership with GSO and the nationwide reach of our 
origination platform

1Q 2Q 3Q

Notes:
Sources include Thompson Reuters Middle Market Review and S&P LCD
1 Sponsored Middle Market originations
2 All-in-yield on institutional Middle Market term loans

20bps

0.3
0.6

0.3 

1.0 

0.4 

0.7 

$1.0

$2.4

Q1-Q3 14 Q1-Q3 15

Middle Market Industry1 NewStar

5.81%

6.66%

Q3 14 Q3 15

85bps

Middle Market Industry2 NewStar

(31%) 133%
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Leveraged 
Finance

 Ability to commit more capital to existing customers and offer more complete set of 
financing options

 New lending opportunities in the upper middle market

Asset-based 
Lending

 ABL revolvers in tandem with unitranche loans

 DIP financing in connection with special situations and turnarounds

Equipment 
Finance

 Cross-sell equipment finance opportunities in Blackstone and FSIC portfolio companies

 Lease line transactions in tandem with new GSO/FSIC deals

Asset 
Management

 Anchor investments in new credit funds and access to credit assets used to seed portfolios

 Commit more capital to customers without risk concentration on NewStar balance sheet

 Closed $400MM Clarendon Fund with anchor investment from GSO/FSIC

Commitments totaling more than $400MM closed with GSO YTD – Targeting $500MM+ for 2015

GSO strategic relationship benefiting each business line

Executing on our partnership with GSO

8



These materials are not to be printed, downloaded or distributed.

Expanding our asset management capabilities through the acquisition of FOC

 Broadens asset management platform and capabilities

 Increases recurring asset management fee income as 
percentage of total revenue

 Builds on established team and track record

 Opportunity to integrate middle market investment strategies 
into offering

 Relatively low risk entry into asset classes

 Potential for additional deals as other CLO managers seek 
partners to provide risk retention solutions

 Transaction is expected to be accretive to EPS 

Transaction summary Strategic rationale

Key metricsAssets under management

Credit Hedge Funds
Long/short opportunistic strategy investing across 

the capital structure

CLOs
Portfolios of broadly syndicated bank loans 

employing leverage

Customized Credit Solutions
Various strategies investing across the capital 

structure

$138MM1

$2.0B1

$92MM1

 On October 7, 2015, NewStar acquired the membership 
interests of Feingold O’Keeffe Capital (“FOC”), LLC for $19.3 
million, net of acquired cash

 FOC is a Boston-based alternative investment manager with 
$2.3 billion of assets under management and nine investment 
professionals

 FOC was founded in 2001 by Andrea Feingold and Ian O’Keeffe, 
former Co-Head of High Yield and Head of Credit Trading at 
PIMCO, respectively

 20-year track record managing credit with top quartile CLO 
performance

 Pro forma AuM of $6.9 billion after transaction

AUM: Approximately $2.3 billion1

# of CLOs: 6

WA management fees2: ~60 bps

Pre-tax margin: 36-38%

Headcount: 15

Expected growth: 1-2 new CLOs per year

New product development 
and new investment across 
current strategies

Notes:
1 As of September 30, 2015
2 Includes management and performance fees 9
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$12.7 
$15.1 

$24.0 $24.6 

$10.6 
$12.6 

2010 2011 2012 2013 2014 YTD Q3 15
2 2

$74.5

$55.4

$74.7
$69.6 $67.2

$62.0

2010 2011 2012 2013 2014 YTD Q3 15

Loan and investment portfolio Equity

$MM $MM

$554
$564

$595

$616

$641
$660

2010 2011 2012 2013 2014 Q3 15

$1,747 $1,884 $1,874 
$2,365 

$2,625 

$3,624 

2010 2011 2012 2013 2014 Q3 15

Operating performance trends

$MM

Cash flow available for corporate debt service³Net income

$MM
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Notes: 
1 Last twelve months origination volume as of 9/30/2015
2 Net income excludes compensation expense related to restricted stock grants and equity awards made in connection 

with the IPO in 2010 and 2011, when GAAP net income was $10.2MM and $14.1MM, respectively
3 Cash flow available for corporate debt service calculated as pre-tax income, excluding income from consolidated VIE, 

corporate debt interest expense, amortization expenses, unused fees, financing fees, provisions for loan losses, non-
cash salary expenses, equity compensation, and taxes receivable/(payable). See “Non-GAAP Reconciliations” on 
page 17

$555

Origination volume:

$858 $1,031 $1,299 $1,789 $3,128¹
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Notes:
1 Cumulative origination reflects amount of new funded leveraged loans recorded in NewStar ‘s books and records, excluding add-ons to existing loans and refinancing of existing loans to avoid double counting
2 Moody’s market data from “2014 Moody’s Annual Default Study: Corporate Default and Recovery Rates”
3 Cumulative defaults are defined as the dollar amount of all defaulted leveraged loans divided by the dollar amount of cumulative loan originations as defined. Defaulted loans are defined as loans that have been placed on non-accrual status 

regardless of whether the borrower is in payment default. Defaulted loans do not include all loans that may have been restructured because the debtor could not meet the terms of the original agreement. To obtain a more complete 
understanding of NewStar’s track record, additional relevant information about NewStar’s other lending groups and disclosures of asset quality metrics at various points in time may be found by reviewing its filings with the SEC.

4 Charge-offs defined as defaults less recoveries

Cumulative loss % by origination vintage year¹

Cumulative default % by origination vintage year¹

27.7%
29.4%

25.5%

16.2%

7.5%
5.8%

3.9%
2.4% 0.3%

17.8%
11.3%

5.4% 0.0% 3.7% 0.0% 0.0% 0.0% 0.0% 0.0%

2006 2007 2008 2009 2010 2011 2012 2013 2014 3Q15

Moodys Single-B Default Rate² NewStar LF Cumulative Defaults³

8.2%

4.5% 3.6%

0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

2006 2007 2008 2009 2010 2011 2012 2013 2014 3Q15

NewStar LF Cumulative Charge-offs

12.8%

0.3%

2006-2008 2009-3Q15

Pre-crisis Post-crisis

5.8%

0.0%

2006-2008 2009-3Q15

Pre-crisis Post-crisis

NewStar – weighted average

NewStar – weighted average

Weighted average cumulative default rate (%)

Weighted average cumulative loss rate (%)4

Historical credit performance

0.25% of cumulative origination charge-offs on average per year since inception¹
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High quality portfolio; more than 95% of 
loans originated post-crisis

Mfg - Cons. Durable, $160 , 4%

Mfg - Cons. Non Durable, $274 , 8%

Retail, $75 , 2%

Restaurants, $113 , 3%

Consumer Svcs, $163 , 4%

Printing/Publishing, $104 , 3%

Cable/Telecom, $137 , 4%

Broadcasting, $2 , 0%

Entertainment/Leisure, $27 , 1%

Tech Svcs, $145 , 4%

Environmental Svcs, $83 , 2%

Marketing Svcs, $114 , 3%

Other Business Svcs, $542 , 15%Energy, $82 , 2%

Chemicals, $53 , 1%

Auto/Transportation, $375 , 10%

Industrial/Other, $515 , 14%

Healthcare, $143 , 4%

Building Materials, $90 , 2%

Financial Services, $329 , 9%

CRE-Office, $73 , 2%

CRE-Retail, $27 , 1%

Other 
19%

Industrial 
28%

Business Services 
24%

Media 
7%

Consumer/Retail 
22%

2008 – 2014: 
95%

2004 – 2007:
5%

Highly diversified portfolio; largest single 
obligor represents only 1.2% of total loans

Loan portfolio by vintage Loan portfolio by industry

Loan and investment portfolio

$MM as of 9/30/15$MM as of 9/30/15

12
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Warehouse Credit Facilities

$1.3B of total credit commitments

Term Debt / Securitization

$1.9B outstanding

Total Capital Commitments:  $4.4B

Notes: 
CLO balances include all classes of notes, net of retained notes and equity interests, as well as, repurchases.  

Reinvestment period for CLO 2007-1 has expired and the trust is amortizing. 
Adjusted for $80mm add-on to May 2020 unsecured notes closed on November 13, 2015

$201 

$424 

$300 
$250 

$660 

$340 

$75 
$42 

$95 

$185 

$280 

$335 

$290 

$410 

$328 

$77 

$380

$300 

$660 

ABL W/H Equip Fin W/H LevFin W/H CRE Repo Other Repo CLO 2007-1 CLO 2012-2 CLO 2013-1 CLO 2014-1 CLO 2015-1 CLO 2015-2 ABS 2015-1 Unsecured
Notes

Subordinated
 Notes

Equity

Growth Capital

$1.3B committed

Outstanding warehouse debt and securitizations

Outstanding subordinated debt and equity

Unused/undrawn capacity

Diversified funding and strong capital base with ability to build equity through retained earnings

28% 42% 29%

$MM, as of 9/30/2015

Capital structure in place to support growth

$139

$301

$50

$80
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0.72%

Increase scale to >$5B

Reduce expense ratio 

from 1.85% to <1.00%

Operating Leverage

Resolution of Legacy 
credit and impact of 
scale+75–100bps

+40–50bps

Credit 

Normalization

Improved pricing 

environment & growth 

in Asset Mgt fees

Yield and Fee 

Revenues

+40–60bps

Higher leverage and cost of 
corporate debt

(50–75bps)

Cost of Funds

2.00 – 2.25%

A

B

C

3% 13 – 15%

Pre-tax ROA Pre-tax ROA

Path to target returns

Leverage  
3.1x

Leverage
6.0x

Increase in ROA

More levered Balance Sheet

Improved ROE

Pre-tax ROE Pre-tax ROE

FY 2014 Q4 2016

Q1 15 Q2 15 Q3 15 Q4 15 Q1 16 Q2 16 Q3 16

Q1 15 Q2 15 Q3 15 Q4 15 Q1 16 Q2 16 Q3 16
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 Cohesive team of banking and capital markets executives with an average of 30 years of experience

 Demonstrated ability to manage through credit cycles by protecting the balance sheet and preserving the franchise

Established middle 
market lending 

franchise

Proven credit 
performance

Direct 
origination

Funding and 
leverage profile

Blackstone / 
GSO Capital 
relationship

Strong 
management team

 Recognized brand with a reputation and relationship base cultivated over ten+ years

 Established position in large, fragmented markets that offer compelling relative value to other fixed income asset 
classes

 Competitive position protected by increasing barriers to entry and regulatory constraints on bank lenders

 Originate loans directly through our specialized lending platforms with more than 50 credit-trained professionals, 
located in eight cities across the U.S., serving over 100 financial sponsor relationships and over 300 current obligors

 Direct origination provides important strategic benefits, including an ability to perform direct due diligence, control or 
influence transaction documentation, and receive premium wholesale pricing

 Focus on senior secured lending provides downside protection

 Institutional quality credit management and servicing capabilities drives differentiated credit performance

 Weighted average default and loss rates of 0.3% and 0.0%, respectively, on loans originated post crisis¹

 Drives scale, grows origination across all business divisions and accelerates asset management strategy

 Enhances NewStar’s competitive position in its core markets and accesses co-lending opportunities in the “upper 
middle market”

 Long-term investment to fund growth strategy with additional capital available to anchor new credit funds 

 Appropriate capital structure with leverage of 4.8x D/E

 Substantially matched asset-liability duration and interest rate profile achieved through CLO issuance and 
self-amortizing financing structures

15

Notes:
1  From 2009 to Q3 2015

Key credit highlights

Asset management 
capabilities

 Focus on expanding scale of asset management platform organically by launching new managed funds, which positively 
contribute to NewStar’s ability to participate in larger transactions while maintaining a balanced allocation of risks

 Added $2.3 billion of AUM and a complementary investment manager through the acquisition of FOC
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APPENDIX
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Non-GAAP Reconciliations:
Reconciliation of cash flow available for corporate debt service

($ in MM) 2010 2011 2012 2013 2014 YTD 2015

Pre-tax income $17.2 $23.6 $41.0 $41.2 $18.1 $21.7 

- Results from consolidated VIE 0.0 0.0 0.0 2.1 1.1 0.0 

+ Corp. debt interest expense 4.8 6.8 9.4 11.4 16.2 26.7 

+ Financing fees related to Fortress 4.9 0.0 1.0 3.0 0.3 0.0 

+ Provisions 33.0 17.3 12.7 9.7 27.1 14.7 

+ Equity based compensation 9.4 8.9 7.2 4.2 2.6 2.5 

+ Amortization of deferred IDC 1.9 2.0 3.1 3.2 2.8 2.1 

- IDC contra salary expenses 2.1 3.5 3.9 3.1 2.3 2.2 

+ Tax receivable / (payable) 5.4 0.3 4.3 2.0 3.4 (3.4)

Cash flow for corp. debt service $74.5 $55.4 $74.7 $69.6 $67.2 $62.0 
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