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Active,
Seeking Control

Active,
Not Seeking Control

Passive

Often seeks one-third of a
class of debt to block and
control the Chapter 11
bankruptcy process.

Control of the company is
expressly sought through
an equity for debt conver-
sion.

Control is also sought
through board seats and
even the chairmanship.

Investors play a direct role in
restrucruting both the capi-
tal structure of the com-
pany as well as its business
plan.

Additional equity infusions
might be made after the
equity for debt conversion.

Exit timeframe is two to four
years

Return expectation is 20%
to 25%

May seek one-third of a debt
class to obtain a blocking
position.

Will take an active role in
the restructuring process.
Will be an active partici-
pant in the creditors’s com-
mittee.

Typically, will not seek con-
trol but may be willing to
accept an equity for debt
conversion. If not a full
conversion, may seek
equity kickers.

Exit timeframe is 1 to 3
years.

Return expectation 1s 15%
to 20%

Goal is to purchase debt
securites that are underval-
ued and trading signifi-
cantly below their face
value.

Various strategies may
include credit arbitrage
among different levels of
seniority or fire sale pur-
chases.

Buy securities from more
risk averse investors who
cannot commit the time
required for a bankruptcy
reogranization.

Holding period is up to one
year,

Return Expecation is 12% to
15%.

Anson, M., 2006, Handbook of Alternative Assets, 2" ed., John Wiley & Sons.
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