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A BOOMING MARKET

Corporatebankruptciesturning
intobigopportunitiesformanager

By Ricki Fulman

NEWYORK- Badmarkets have

always translated into good invest-
ment opportunities for George
Siguler.

And these days, as the number of
corporate bankruptcies skyrockets,
there are more opportunities than
ever in distressed debt, said the man-

aging director at Siguler Guff &. Co.
LLC, a New York private equity firm.

Distressed debt has been gaining
more interest among institutional
investors in recent months as the

economy has contracted, and Mr.
Siguler is no stranger to distressed
debt. He is one of the founders of

Harvard Management Co., Boston,
which in 1978 was the first endow-
ment to invest in the asset class.

Mr. Siguler's latest fund uses the
same strategy as the Harvard endow-
ment did in 1978 to take advantage
of inefficiencies in the market. The

Siguler Guff Distressed
Opportunities Fund has raised $150
million so far and is scheduled to

close in the first quarter with $300
million to $400 million in assets. It
will be structured as a fund of funds
that will invest in seven to 10 differ-
ent distressed debt funds.

"It's a great time for the asset
class," he said. "As the recession

unfolds, new product is added
every day from companies like
Enron, whose debt now exceeds $8

billion. In 2001 we had the highest
amount of distressed debt ever, at

over $400 billion. But so far, only
an estimated $40 billion has been
dedicated to this, and most of that

has already been invested."
The default rate is increasing and

projected by Moody's Investors
Service to peak at 10% in 2002, he
said. "Entire industries like the steel

industry and airline industry are in
trouble and could go bankrupt; they
are in need of financial restructur-

ing. At the same time, there are lim-
ited financing alternatives."

Greater diversification

Mr. Siguler, who projected the

George Siguler said distressed
debt investment has been gaining
interest among institutions as the
economy contracts.

fund will offer annual risk-adjusted
returns of 20% over the next five

years, said the fund-of-funds
approach is being used to offer
investors greater diversification
than they would get from a single
fund.

"Youget good returns by avoiding
mistakes on the downside, and
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