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Indian distressed loan trading accounts for 90.8% of APAC volume in 2018

The total volume of APAC ex-Japan distressed debt trades in 2018 that
are recorded in this report grew to USD 4bn face value, following an
already heavy year of dealing in 2017, when recorded volumes totaled
USD 2.3bn. In terms of the total number of trades, Debtwire recorded 55
transactions in 2018 versus 48 in the previous year.

This trend is reflected in Debtwire’s 4Q18/2018 APAC Restructuring
Advisory Report, showing that even though there were fewer new
workout situations in India in 2018, the country remained the
biggest restructuring market in Asia. Out of the USD 159.4bn debt

Indian surge
Indian loans dominated trading in 2018, accounting for around 90.8%,
or USD 3.7bn, of the USD 4bn face value total last year and 46 of the 55
transactions. The face value trading in sub-continent assets increased
705% YoY. In 2017 — a year dominated by trading in Hong Kong’s
Noble Group* — Indian volume accounted for about 19.8%, or USD
456.8m, of the USD 2.3bn distressed loans traded.

SINGLE-NAME TRADING ACTIVITIES

The sharp rise in Indian trading volumes is a feedthrough from the
deluge of debt-restructuring activity that hit the market after the
Reserve Bank of India (RBI) pushed some of the country’s largest
corporate defaulters — the so-called “dirty dozen” — into the thennascent bankruptcy process in mid-2017. Since then, India’s insolvency
regime has become a fountain of distressed-loan-trading opportunities,
because banks are forced to provision 50% for their exposure to
bankrupted debtors.
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From merely USD 40m face in 3Q17, recorded trades in Indian
distressed loans has been above USD 300m in every subsequent
quarters. Volume peaked in 4Q18, with USD 1.2bn dealt, narrowly
beating 1Q, when USD 1.1bn was traded ahead of the financial year end
and soon after the RBI deadline for another 28 companies to be
referred for bankruptcy unless they reached an out of court resolution.

Trading Volume (USD m)

Debtwire’s 4Q18 and 2018 APAC ex-Japan distressed-loan-trading
report is a summary of secondary transactions in troubled corporate
loans and sales of non-performing-loan (NPL) portfolios during the last
quarter and entire last year. The deals recorded in this report are
sourced from Debtwire proprietary articles and aggregated from other
sources.
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*Trading in Noble Group debt totaled USD 892.5m in 2017, accounting for 39% of the USD 2.3bn volume of recorded APAC distressed loans dealt in 2017.
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that generated mandates in Asia Pacific (including Japan) in 2018, India
accounted for 50.4% of the total, compared with 38.9% of the USD
195.5bn debt total in 2017. (Click here for Debtwire’s 4Q/2018 advisory
mandates report)

Broker dealers
Among the top five dealer desks/brokers in 2018, Cantor Fitzgerald
had the most trades by number, at 10, though BofA-Merrill Lynch
(BAML) had far more by volume, at USD 1.2bn. Cantor Fitzgerald was
also the most active in 4Q18, when it crossed six trades with a total
face value of USD 406m. BAML was also active in 4Q18, participating
in five transactions with a face value of USD 391m.

In December, ACRE was the buyer of record for Bank of India’s USD
240m loan exposures to Bhushan Power & Steel at around 35 cents on
the dollar, which was the largest single-name transaction in 4Q. The
largest trade in 2018 was the Oaktree, BAML and Edelweiss Financial
consortium’s purchase of GTL Infra INR 42bn (USD 595.62m)
syndicated loans at 57 cents on 28 August.

TOP 2018 DEALERS/BROKERS
Dealer
Cantor Fitzgerald
BAML
DB
SC Lowy

No. of Trades
10
9
6
5

Trading Volume(USD m)
640
1,153
607
500

Source: Debtwire

SSG Capital-backed Assets Care & Reconstruction Enterprise Ltd
(ACRE) stood out as the largest official buyer of loans by volume,
picking up USD 678m over eight trades in 2018. Indian special asset
investors JM Financial Asset Reconstruction Company Limited came
second and Edelweiss came in third. For the ARCs, the actual amount
of exposure is almost certainly much less than that since international
distressed debt buyers generally sub-participate through Indian asset
management companies for tax reasons.
Essar Steel India — with a pre-restructured USD 6.8bn — was the most
actively traded name in 2018, with USD 791.1m of its loans changing
hands across seven transactions, compared with USD 205m in 2017.
Distressed Indian iron-castings maker Jayaswal Neco Industries was
the most heavily traded credit in 4Q18, with USD 391m of its loans
changing hands across four transactions.

Click here for the 3Q18 distressed-loan trades report.
Click here for the 2017 distressed-loan trades report.

*The PwC report lists for 2018 one Oaktree trade also tallied by DW as well as a PAG trade that, as per a source involved, actually closed in December 2017.
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Disclaimer
We have obtained the information provided in this report in good faith from publicly available data as well as Debtwire data and intelligence, which we consider to be reliable. This information is not
intended to provide tax, legal or investment advice. You should seek independent tax, legal and/or investment advice before acting on information obtained from this report. We shall not be liable for
any mistakes, errors, inaccuracies or omissions in, or incompleteness of, any information contained in this report, and not for any delays in updating the information.
We make no representations or warranties in regard to the contents of and materials provided on this report and exclude all representations, conditions, and warranties, express or implied arising by
operation of law or otherwise, to the fullest extent permitted by law. We shall not be liable under any circumstances for any trading, investment, or other losses which may be incurred as a result of use
of or reliance on information provided by this report. All such liability is excluded to the fullest extent permitted by law.
Any opinions expressed herein are statements of our judgment at the date of publication and are subject to change without notice. Reproduction without written permission is prohibited. For additional
information call Debtwire Analytics at +44 (0) 20 3741 1228.
This may contain information obtained from third parties, including ratings from credit ratings agencies such as Standard & Poor's. Reproduction and distribution of third party content in any form is
prohibited except with the prior written permission of the related third party. Third party content providers do not guarantee the accuracy, completeness, timeliness or availability of any information,
including ratings, and are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, or for the results obtained from the use of such content. THIRD PARTY CONTENT
PROVIDERS GIVE NO EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE.
THIRD PARTY CONTENT PROVIDERS SHALL NOT BE LIABLE FOR ANY DIRECT, INDIRECT, INCIDENTAL, EXEMPLARY, COMPENSATORY, PUNITIVE, SPECIAL OR CONSEQUENTIAL DAMAGES,
COSTS, EXPENSES, LEGAL FEES. OR LOSSES (INCLUDING LOST INCOME OR PROFITS AND OPPORTUNITY COSTS OR LOSSES CAUSED BY NEGLIGENCE) IN CONNECTION WITH ANY USE OF
THEIR CONTENT, INCLUDING RATINGS. Credit ratings are statements of opinions and are not statements of fact or recommendations to purchase, hold or sell securities. They do not address the
suitability of securities or the suitability of securities for investment purposes, and should not be relied on as investment advice. Copyright 2019.
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