
Robert Bishop, chief executive officer at 
Impala Asset Management LLC, spoke to 
Bloomberg’s Simone Foxman about his firm’s 
long-short equity strategy and why it is bullish 
on airlines, fracking and U.S. homebuilders. The 
New Canaan, Connecticut-based fund started in 
2004 and manages $3.2 billion. 

Q: What industries does your strategy 
focus on?
A: We focus on what we call basic indus-
tries, which means industrials, materials 
and energy. There’s also a consumer 
discretionary element to that, including 
homebuilding, some retail and automo-
biles. From there, we try to identify the right 
companies that are going to be models for 
the rest of their sector. We tend to be early. 
We like the 10 percent down and 70 per-
cent up opportunities. We’re willing to suffer 
through the 10 percent down if we think 
there’s a good long-term story there.

Q: What are you focused on now?
A: For the last two years, we’ve liked the 
airline industry. We suffered through the 
first eight to nine months of that invest-
ment and then it finally started to work. For 
years, even Warren Buffett said his worst 
mistake ever was investing in airlines and 
that seemed to be very true up until 2012. 
But then the U.S. airline industry consoli-
dated from six players to three players. The 
airlines had a good citizen like Delta to 
demonstrate that performance is depen-
dent upon free cash flow generation and 
getting the airline to function well so that 
customers like it. That became the model 
for the industry. It’s an area we still like. We 
have been in Delta for a long time and it’s 
worked much better than the other airlines. 
If some of the others can start to show 
more of the positive effects of merger syn-
ergies and of managing their operations 
well, there are probably opportunities there.

Q: Where are you seeing investment op-
portunities in industrials?
A: We’ve been seeing a lot of opportunity 
around fracking in the U.S. over the last 
three to four years. Early on, you get the 
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energy production that comes from the ex-
pansion of fracking. Later, you have to look 
for all the industries that pop up around this 
cheap energy source. For example, you’ll 
see pipelines being built and an increase in 
railcar demand as you try to move all this 
energy. There is between $100 and $150 
billion in planned U.S. petrochemical in-
vestments over the next three to four years. 
We’re at the phase where everyone has 
completed the planning for these projects 
and now have to decide whether to break 
ground. We think the decision is likely to be 
yes on the vast majority of these projects. 
As that happens, some of the companies 
that manufacture the pumps and valves, 
etc. are going to make more money. The 
engineering and construction companies 
that win these projects are going to have a 
nice bump to their longer term outlook. Ris-
ing value in these companies isn’t based 
on beating quarterly earnings by a few 
pennies. This is a long-term trend, and the 
companies that are well-positioned for this 
are going to offer decent upside over the 
next four to five years. 

Q: Any other significant themes?
A: U.S. homebuilding will be an area that 
is ripe for really strong growth over the next 
five years. Pent-up demand for housing has 
been finding its way into the rental mar-
ket thus far, but all the academic surveys 
suggest that people haven’t fundamentally 
changed their behavior in wanting to own 
a home. What’s held the housing cycle 
back has been the difficulty for a large part 
of the population to get a mortgage. If we 
can find a way to make it easier for those 

people with FICO scores between 620 and 
740 to obtain a mortgage, we’ll see a five to 
six-year boom in housing.

Q: How are you playing that?
A: We like homebuilders. Part of the 
reason they are underappreciated right 
now is because they have much more 
land inventory than they really need. The 
company that has led the way in maintain-
ing the right land-to-sales ratio over the last 
several years has been NVR Inc., which 
is one of the primary reasons that we own 
it. Its stock chart has looked very differ-
ent from those of the other builders. NVR 
uses options for buying land.  Land is a 
cost of doing business that fluctuates. It’s 
like a commodity. Other builders focus on 
hoarding that commodity and hoping that 
the value goes up. Some of these build-
ers have enough land inventory for the 
next six to seven years, when they should 
really only have inventory for four or five. 
The better companies like Lennar Corp. 
(LEN), which we also own, are going to 
start to bring that land-to-sales number 
down. When they do that, we expect they 
will be generating free cash flow yields of 
15 to 20 percent per year, which should 
start to change the way investors view the 
industry. We’ll be at that point in the next 
three months to six months. Then again, 
like the airlines model, we’re not bullish on 
every company. There are some compa-
nies buying a ton of land this year. Lennar 
was buying land back in 2010 when it was 
cheap. And next year when those compa-
nies are still focusing on land acquisitions, 
Lennar will likely buying back shares. 

BRIEF  Thursday
04.21.11

Leveraged 
Finance

Continued on next page

Continued on next page

HigH Yield Bonds Rat.
amt  

(mln)
tenoR

iPayment Inc. NA $375 7YRS 

BLoomBerg 
Barometer

Moody’s  
InvEstoRs sERvIcE 2010 YTD

Upgrades 508 151

Downgrades 376 96

standaRd & PooR’s 2010 YTD

Upgrades 576 160

Downgrades 376 105

Ratt<go>SPBDaLB InDex <go>

nBBHYL InDex <go>

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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Bloomberg Brief will not publish tomorrow due to good Friday. The next edition will be monday, April 25.
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co-CEO of Houlihan 
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