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The	most	traditional	way	of	categorizing	the	debt	is	with	reference	to	the	most	prominent	debt	rating	agencies'	rating	systems:	Moody's	Investors	Service	(Moody's)	and	Standard	&	Poor's	(S&P).	(Continue	...)	extracted	from	the	"analysis	of	the	distressed	debt"	by.	This	time,	he	offered	to	invest	$75	million	for	17.2%	of	net	worth	at	a	price	of	$28.50
per	share	and	support	a	$75	million	rights	offer	at	the	same	price	to	creditors.	Although	many	situations	during	this	period	may	have	been	properly	characterized	as	anguished,	to	some	extent,	the	descriptive	power	of	the	1000-Basis-Point	benchmark	has	decreased.	For	the	purposes	of	this	book,	an	exact	definition	of	"anguished	debt"	is	unnecessary.
What	is	meant	by	anguished	debt	and	why	potentially	represents	an	attractive	investment?	No	part	of	this	passage	can	be	reproduced	or	reprinted	without	written	permission	from	the	editor.	Although	the	sound	methodologically,	the	absolute	benchmark	of	1000	base	points	may	not	be	appropriate	in	all	market	environments.	On	February	23,	2003,
Magellan	released	the	fiscal	results	of	the	first	quarter	of	2003	that	were	stronger	than	the	market	expected.	For	many	investors,	however,	it	was	also	a	substantial	period	of	opportunity.	The	plan	also	contemplated	an	offer	of	rights	(i.e.	a	right	to	buy	an	action	of	shares	at	a	specified	price)	to	raise	$50	million	in	new	capital.	In	general,	title	ratings	do
not	attempt	to	provide	any	information	about	whether	the	trading	value	of	any	particular	title	is	appropriate.	This	approach	depends	essentially	on	the	"efficiency"	of	the	market,	which	is	supposed	to	accurately	disgruntle	all	the	credit	information	available	at	commercial	prices	to	establish	risk	parameters.	CHAPTER	1	Introduction	The	period	1999	to
2002	witnessed	a	number	etnemadamixorpa	etnemadamixorpa	arap	GPT	ad	ad​Ãulid	etnemlatot	edadeirporp	ed	o£Ã§Ãisop	a	uotnemua	ossi	,seroiretna	sotnemitsevni	a	odanoicida	odnauQ	.sodinU	sodatsE	son	savitaroproc	saicnªÃlaf	ed	setnedecerp	First	quarter	of	2002,	the	problems	began	to	arise	in	vain.	Historically,	the	mother	risk	of	cront	is
spreading	widely	floating.	Moyer.	It	was	also	suspected,	but	not	quantified	in	the	place,	which,	as	the	deterioration	of	the	financial	condition	of	Magellan	became	better	disseminated,	state	insurance	regulators	may	require	increased	increase	in	legal	capital	in	subsidiary	of	insurance.	The	very	important	economy	may	be	that	the	cost	of	providing	full
coverage	of	health	care	(which	is	usually	supported	by	employers)	would	be	$	400	per	person	per	hand	(PP/PM)	and	the	general	provider	can	pay	Magellan	$	5	pp/PM	to	provide	behavioral	behavior	of	health	care.	In	late	1999,	Texas	Pacific	Group	(TPG),	a	well	-known	Private	Equity	investment	fund,	invested	$	55	million	in	the	form	of	convertible
preferential	action.	On	June	30,	2003,	in	response	to	the	most	direct	negotiations	with	creditors,	a	reviewed	evaluation	and	the	potential	involvement	of	other	parts,	Onex	increased	its	offer	for	one	using	an	implour	capital	valuation	$	436	million.	Often	these	changes	can	be	anticipated	and	capitalized	to	gain	higher	investment	returns.	What	is
unprepared?	It	is	not	universally	recognized	with	distressed	dampede.	The	elderly	have	improved	to	85	and	the	subs	to	28.	enters	a	bidding	war	is	over.	When	the	original	investors	sold,	as	they	must	have	or	not	there	would	be	vain	with	the	commons,	they	incurred	losses.	Excerpted	by	J.	permission	a	total	of	about	439	companies	with	assets	of	over
US	$	100	million	archived	for	falseness	during	this	period.	The	stock	had	negotiated	from	a	$	28	high	per	action	in	mid	-1998	to	$	0.08	per	action.	As	the	Magellan	case	attests,	the	returns	can	be	very	back.	Copyright	Â	©	2005	Stephen	G.	On	June	30,	2002,	Ebitda	for	the	last	12	months	was	US	$	millions,	below	the	previous	year's	rate	of	$20	million.
Included	with	his	petition	was	a	proposed	plan	of	reorganization	(the	plan)	which	provides	for	the	senior	seniorTo	be	restored	and	the	subs	to	receive,	before	adjustment	to	certain	sales	of	action	in	an	offer	of	rights,	92.5%	of	the	Patriman	Pipes	P³s	-Organization	(with	management	and	other	creditors	do	not	guaranteed	receiving	the	balance).	The
subsidiary	of	77	to	30	in	the	same	period.	On	October	1,	2002,	Magellan	announced	that	it	had	maintained	a	well	-known	financial	consultant	to	advise	the	company	with	a	comprehensive	restructuring	of	the	shake.	Although	no	official	word	was	disclosed,	the	market	was	usually	aware	that	the	company	was	trying	to	organize	a	reorganization	of	the
chapter	11	that	would	probably	involve	the	bank	of	the	AETNA's	obligation,	the	obligation	of	the	bank.	and	the	elderly	being	essentially	restored,	while	subs	are	converted	to	a	majority	of	equity.	Excluding	the	impact	of	the	1989	-	1991	volumetile	period	(discussed	in	Chapter	2),	the	propagation	was	less	than	400	base	points.	At	the	height,	Magellan
served	more	than	65	million	covered	lives	and	had	approximately	35%	market	share.	Magellan	has	grown	to	become	the	largest	in	his	niche	mainly	through	acquisition.	If	you	are	an	experienced	and	distressed	investor,	whose	head	was	nodding	because	you	bought	the	submarines	at	the	age	of	22,	it	is	good	for	you,	but	I	hope	you	still	benefit	from
some	of	the	nuances	discussed	later.	The	point	of	this	example	is	not	suggesting	that	every	distressed	investment	will	offer	this	type	of	return	potential.	It	seems	to	be	against	-Intuitive	as	to	want	to	invest	in	"junk	tatulos"	and	not	surprisingly,	the	related	concepts.	Under	the	simple	terms	described	above,	while	Magellan	expected	the	cost	of	coverage
to	be	only	$	4	pp/pm,	perhaps	from	$	4.25	to	$	4.50	pp/pm.	In	its	registration	of	10	Q	for	the	third	fiscal	quarter	of	2002,	the	German	indicated	that	the	company	would	probably	be	in	default	euq	euq	o	.zediuqil	ed	sevarg	samelborp	airatnerfne	etnemlevavorp	o£Ã§Ãalatsni		Ã	osseca	mes	e	,2002	ed	orbmetes	ed	03	me	sair¡Ãcnab	seµÃ§Ãalatsni	san
soinªÃvnoc	laroivaheb	tsegral	eht	si	nallegaM.evitcartta	ylniatrec	erew	,tnemtsevni	fo	gnimit	eht	no	gnidneped	,snruter	eht	hguohtla	̄	avoidcul	tsom	eht	ron	detacilpmoc	tsom	eht	rehtien	,	and	:	F.noitadiuqil	tneuqesbus	dna	stessa	fo	them	a	ro	,ytiuqe	s'ynapmoc	eht	fo	egatnecrep	tnacifingis	a	nwo	yllautneve	srotiderc	eht	hcihw	,gnirutcurtser	teehs
ecnalab	fo	epyt	emosManaged	care	provider	in	the	United	States.	In	fact,	there	have	been	cases	where	the	safe	dourstock	of	a	standard	company	was	technically	classified	D	but	negotiating	in	full	value.	One	of	the	most	widely	accepted	definitions	of	"deferred"	widely	"is	generally	attributed	to	Martin	Fridson,	one	of	the	Deans	of	High	Performance
Management.	exclusively	for	personal	use	of	visitors	to	this	site.	In	addition,	he	had	to	pay	the	$	60	million	due	to	AETNA	and	needed	to	replace	$	2	million	tons	of	certainty	that	they	could	not	be	economically	renewed	with	any	cash	charts	or	cash	scrowed	accounts.	The	proposal	effectively	valued	Magellan's	participation	in	US	$	188	million.	The
elderly	fell	to	65	and	the	subs	to	22.	However,	in	the	third	quarter	of	2002,	the	Mother	Spread	was	1064	base	points.	They	can	negotiate	above	and	down	in	value,	and	the	overall	approach	to	profit	from	investment	can	be	summarized	by	Maxim	to	buy	bass,	sell	high.	An	example	of	a	distressed	situation	to	provide	some	perspective	on	the	process
involved,	and	the	potential	for	investment	investment	of	distressed	investment,	a	short	case	study	of	the	Magellan	exit	services	is	presented.	Magellan	can	expect	to	provide	this	coverage	to	$	4	pp/pm,	with	the	difference	representing	profit.	The	capital	value	implied	for	this	transactions	was	$	335	million,	with	the	rights	that	provisionally	offer	prices
of	$	18.57	per	action.	A	prominent	line	of	divisive	is	between	BBB	and	BB.	At	this	point,	the	appreciation	of	the	value	of	the	subs	of	October	22	was	approximately	122%.	In	the	next	few	months,	there	continued	to	be	fine	adjustment,	and	the	final	reorganization	plan	proposed	to	give	the	elderly	the	total	recovery	(ie,	total	face	value)	in	a	virtually
9.375%	IDOntent	note	and	A	cash	payment	equal	to	9%,	for	a	109%implational	recovery.	You	Improved	operating	caused	the	price	of	the	elderly	to	improve	to	82,	but	the	subs	only	improved	to	25.	On	March	11,	2003,	Magellan	joined	the	chapterprotection.	Others	still	made	higher	investment	returns,	investing	skillfully	in	corporate	securities	or	at
risk	of	bankruptcy.	The	purpose	of	this	book	is	to	provide	the	perception	and	skills	necessary	to	successfully	invest	in	the	securities	of	companies	with	financial	difficulties.	Thus,	in	normal	market	environments,	the	1000-base	anguished	benchmark	basically	implies	a	risk	prize	of	100	€150%	of	the	average	risk	award.	Even	if	someone	had	waited	until
July	1,	2003	and	bought	the	subs	at	the	price	of	the	then	offered	50,	the	recovery	would	have	represented	104%	of	the	amount	invested.	It's	okay.	You	must	understand	until	the	end	of	the	book.	Considering	the	periods	and	the	incremental	investment	required	for	the	rights	offer,	from	the	low	total	return	rate	of	the	investment	was	approximately
231%.	The	total	debt	was	$1,079	billion,	consisting	of:	$	million	in	security,	Magellan	faced	$88	million	in	interest	costs	and	demanded	approximately	$35	–	$40	million	for	capital	improvements.	The	cash	flow	of	operations,	measured	by	the	gains	before	interest,	taxes,	depreciation	and	amortization	(EBITDA),	began	to	decline	constantly.	Magellan
operated	in	a	fiscal	year	closed	on	September	30.	The	price	of	the	elderly	fell	from	95	on	May	15,	2002	to	69	on	August	16,	2002.	This	scenario	implied	that	TPG	and	other	significant	shareholders	would	be	essentially	destroyed.	It	is	easy	to	overdo	returns	by	choosing	low	and	high	prices,	although	it	should	be	noted	that	investors	have	had	many
months	to	buy	the	subs	in	the	1920s	and	a	significant	volume	of	securities	traded	at	these	price	levels.	Both	the	elderly	and	the	subs	could	participate	in	the	offer,	whose	final	terms	had	not	been	determined	and	a	large	hedge	fund	that	had	bought	the	subs	with	a	significant	discount	"support"	the	offer	(or,stcartnoc	s'nallem	tceffa	ylevitagen	thgim
yctpurknab	a	ecnis	,esruoc	fo	781$	fo	ssal	shtnom	ssal	eht	x0.3	detneserper	hcihw	ht	ht	ht	ht	ht	htcut	htcur	.201	yletamixorppa	fo	)gnireffo	sthgir	eht	ni	noitapicitrap	gnimussa(	sbus	eht	ot	yrevocer	latot	a	deilpmi	72$	fo	ecirp	gnisolc	eht	,4002	,7	yraunaJ	no	edart	ot	nageb	serahs	eht	nehW	.erahs	rep	93.21$	fo	ecirp	a	ta	dnob	rep	serahs	5.8
lanoitdddan	na	esahcrup	ot	tgir	eht	dna	dna	dnob	rep	serahs	1.33	devicer	sbus	eht	.tluafed	=	d	dna	,tluafed	by	Ev	yam	=	c	,evitaluceps	ylemertxe	,	cc	,	ssir	scach	Tniap	snoitpircsed	yrogetac	s'p&s	".knuj"	delebal	ylevitarojep	,s0891	eht	gnirud	,saw	dna	Edarg	Evitaluceps	in	Deziretcarahc	dna	bb	Elihw	Sthgir	Noillim	05$	Polttskcab	dna	ytiu	QE	s'nallem
Fo	%9.92	rof	Noilllim	001$	tsevni	ot	deerga	dah	,dnuf	ytiuqe	etavirp	a	,.Proc	xeno	taht	decnionna	,3	11	retpahc	a	fo	ytilibaborp	eht	desaercni	yltnacifingis	,ylsuoiverp	ksir	a	sa	dezingocer	hguohtla	",gnirutcurtser	evisneherpmoc"	a	fo	tnemecnuonna	ehT	.D	ot	AAA	morf	gnignar	emehcs	edarg-01	ralimis	yllanoitcnuf	a	evah	yeht	,)1-1	elbaT	ees(	snoitaton
sgnitar	tnereffid	ylthgils	esu	smrif	eseht	elihW	.tisiv	driht	rieht	yllautca	saw	ti	,smrif	xis	roF	.eessenneT	fo	etats	eht	rof	tcartnoc	tnacifingis	a	esol	dluow	ti	taht	deifiton	saw	nallegaM	,noitidda	nI	.egnahc	secnatsmucric	tnemtsevni	esuaceb	derotinom	ylevitcaorp	eb	tsum	taht	ssecorp	a	si	gnitsevni	tbed	dessertsid	taht	the	,koob	siht	fo	emeht	nima	DNA
,elpmaxe	eht	fo	tniop	reggib	eht.)-Sbus	ro	sroines	eht	fo	sredloh	yb	desahcrup	ton	serahs	Confident	estimates	of	future	EBITDA	levels	were	difficult.	After	this	announcement,	as	usual,	Magellan's	information	was	less	close.	Thus,	if	a	Blue	Cross/Blue	Shield	medical	care	plan,	for	example,	wanted	to	offer	behavioral	health	coverage	to	its	customers,
but	did	not,	or	did	not	find	economically	feasible,	make	the	contracting	and	administration	involved	in	providing	this	benefit,	can	subcontract	with	a	company	like	Magellan.	The	total	value	of	the	debt	and	the	claims	involved	in	the	insolvencies	in	this	period	is	difficult	to	accurately	estimate,	but	easily	exceeds	$400	billion.	For	most	investors	and
investment	managers,	this	was	a	significant	financial	loss	period.	Before	this	announcement,	most	observers	hoped	Magellan	would	simply	try	to	change	the	banking	facilities	and	restructure	and	delay	Aetna's	payment.	The	elderly	improved	to	101	and	the	subs	(which	would	receive	approximately	60%	of	the	heritage	directly)	jumped	to	49.	First,	we
should	discuss	it.	All	rights	reserved.	In	general,	Magellan	acts	as	a	subcontractor	specializing	in	behavioral	benefits	of	medical	care	for	larger	and	full-service	medical	care	plans.	Prescient	investors	have	earned	money	with	"short"	securities,	including	debt	securities	they	expected	to	fall	in	value.	Obviously,	someone	originally	paid	100	for	the	subs.
Mr.	Fridson	has	classified	the	debt	as	debt	negotiation	with	a	yield	up	to	the	maturity	of	over	1000	base	points	more	than	the	security	of	the	comparable	underlying	Treasury.	The	investment	situations	examined	will	usually	have	some	fairly	consistent	and	revealing	characteristics:	the	market	value	of	the	"angustituted"	company's	assets	will	be
diminimus	(e.g.,	stock	trading	under	$1	per	share)	and	all	or	part	of	the	otnematropmoc	otnematropmoc	o	uorpmoc	odnauq	,8991	me	uerroco	aserpme	a	arap	latnemadnuf	o£Ã§Ãisiuqa	amU	.%04	a	roirepus	odacrem	ed	otnocsed	mu	moc	odaicogen	odnes	¡Ãratse	aditnarag	o£Ãn	:	:	:	:	:	:	:	:	:	:	:	:	:	;	:	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;
;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	;	R.Snoitaluger	ycavirp	tneitap	detadnam	ylwen	ot	eud	sdnamed	metsys	lanoitidda	decaf	dna	metsys	detargetni	eno	otni	)esahp	noitisiuqca	sti	gnirud	detalumucca(	smetsys	etarapes	32illizilanoitar	fo	laog	:	♪	I	don't	know	♪	P.53	ot	esor	sbus	eht	dna	99	ot	mrif	ot
deunitnoc	sroines	ehT	.noillim	224$	rof	ecnarusnI	anteA	fo	ssenisub	erac
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