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Private capital had a record year in 2007 in terms of

number of investments and aggregate amount of

capital invested, says Cameron O. Smith, Senior

Managing Director of COSCO Capital Management
LLC (COSCO), an energy-focused investment bank,

headquartered in New York.

Oil and Gas Investor (Investor) spoke with Smith

prior to NAPE, held in Houston Feb. 7-8, 2008, to get

his perspective on the marketplace.

Investor What kind of year was 2007 for private capi-

tal investing in the energy industry? 

Smith Twice a year, COSCO surveys about 25 of the

major core providers of private capital to the energy

business (the COSCO Index)

regarding their current invest-

ing preferences and activities

over the previous period. We

then publish the results in Oil
and Gas Investor and our

own Private Energy Index

Report. The survey for year-

end 2007 has just gone out, so

we don’t yet have results for

the entire year. However, dur-

ing the first 6 months of

2007, the COSCO Index both

invested and monetized at a

record pace.The only category not significantly larg-

er in first-half 2007 was the amount of new capital

raised.

Investor And how was 2007 for COSCO?

Smith COSCO had another great year. Counting the

Lake Ronel financing that closed during the first week

of January, in 2007 we raised over $US250 million for

energy clients in the United States and Canada.We also

assisted financial investors to make just under $50 mil-

lion of new investments, as it happens, in two E&P

companies primarily active in North Africa.Our invest-

ment in Strategic Energy Research and Capital LLC
(SERC) also paid off; in December, as the sole U.S. bro-

ker in a syndicate otherwise of Canadian peers,

it raised over 95% of the $17.5 million financing

for a public Canadian junior. Furthermore, as

indicated above, we have begun to significantly

expand our overseas exposure, engaging a new

colleague, Emilie Carlsson, expressly to enliven

our network with our other colleagues in

Sydney, Caracas and London.

Investor What is the outlook for 2008 and why?

Smith We see no reason why the activity level for

private capital generally, or COSCO specifically,

will slow down in 2008.While acquisitions will

be challenging, current high product prices

bring into play an extraordinary proportion of

the oil patch. With service costs coming down

and, more importantly, competent services and

personnel again becoming available, serious

commitments are once more being made to

drilling and development of infrastructure, all of

which is good news for private capital.

For COSCO, we see continued or expanded

activity in our core discipline of private place-

ments of private debt and equity,but we also see

SERC leveraging significantly off its success this

year with private investments in public equity

securities.Also,we are in the process of complet-

ing a significant secondary placement of a fund’s

entire energy portfolio, for which we see a thriv-

ing market in 2008. We plan to expand our

capacity to invest in the private equity financ-

ings we lead, and we are beset with financial

entities seeking to invest directly in working

interests in joint venture with competent opera-

tors. We are actively considering how best to

accommodate their desire for guidance.

Investor What do you envision will be COSCO’s

greatest challenge in 2008, and how will you

address that challenge?  

Smith As indicated in my last answer, we do not

anticipate being challenged by lack of opportu-

nity. COSCO is relatively small. We have to be

very selective with respect to those assign-

ments we take on. It helps that most of us have

technical and industry backgrounds and that

our first decision with respect to a potential

engagement is always whether or not we

would invest in the company ourselves. Our

greatest challenge, therefore, is simply not to

over-commit. This at least partly explains our

decision this year to sell our Private Capital for

Energy Forum to Oil and Gas Investor.We hope

to expand personnel in Houston, Dallas and

Denver. With all the initiatives we launched in

2007, we know we’ll be flat out in 2008, which

is exactly how we like it. ●

The COSCO Index and Private Energy Index
Report are trademarks of COSCO Capital
Management LLC.
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