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Advantages of High Yield Bonds 

 Diversification of funding sources beyond traditional bank market

 Long tenor, non-amortizing debt enables all cash flow to be re-invested in business and not used to repay 
amortizing debt 
– Preserves cash flow for growth
– Cash flow cushion in downturn

 Can permit higher leverage and more aggressive use of proceeds than banks will allow 

 Unsecured debt may be viewed as quasi equity by senior lenders 
– Cheaper than equity – with no dilution 

 Investor base is lower maintenance (i.e. requires less management time) than bank lenders 

 More flexible than bank debt (very few covenants) 
– Incurrence not maintenance covenant tests 
– Usually significantly lower threshold tests than bank covenants 

 After first issue, when institutional following established, new financing can be raised very quickly and easily 
– One day execution possible
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Issues to Consider with High Yield Bonds 

While high yield bonds generally have looser restrictions than bank debt certain requirements should be considered

 Call protection
– Issuer pays significant penalty in the form of a “make whole” payment if bonds repaid prior to first call date

While high yield bonds generally have looser restrictions than bank debt, certain requirements should be considered. 

– At first call date, issuer will generally pay ½ coupon as penalty, with penalty decreasing each year until 
repayment allowed at par

 Change of Control
Investors have option to demand repayment at 101% upon a Change of Control– Investors have option to demand repayment at 101% upon a Change of Control
 Can be structured to only trigger with ratings downgrade
 Will generally be no more restrictive than bank debt

 Higher couponHigher coupon
– Although the difference between bank loan margins and high yield bond margins has narrowed over recent 

months, the cost of interest is generally higher for a high yield bond

 Management time
– Preparation of marketing materials (OM and road show presentation)
– Ratings agency process
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High Yield New Issue Volume 
Global New Issuance European New Issuance
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High Yield Index Performance by Rating Category

Current yields are well below their 10-year averages
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“Past performance is no indication of future results. Real results may vary. Historic price performance may be presented in a currency other than the currency of the country in which you reside.
Your actual return on this product may increase or decrease with fluctuations between currencies”



Summary Indicative Terms

Issuer: Issuing entity to be determinedIssuer: Issuing entity to be determined
Structure: Senior Secured Notes / Senior Notes / Senior Subordinated Notes
Amount: Typical minimum size of $200 million
Currency: USD

Tenor: 7 years 10 yearsTenor: 7 years 10 years

Call 
Protection:

After Year Call Premium
4 1/2 x Coupon
5 1/4 x Coupon
6 Par

After Year Call Premium
5 1/2 x Coupon
6 1/3 x Coupon
7 1/6 x Couponp
8 Par

Interest: Cash pay, semi-annually in arrears

Repayment: Bullet

Security & 
Guarantees:

To be determined

Covenants: Standard high yield covenants.  Note that covenants are debt incurrence covenants and that there are no 
financial maintenance tests

E it Cl U t 35% f th i i l t b ll d i th fi t th ith th d f itEquity Claw Up to 35% of the principal amount may be called in the first three years with the proceeds of an equity 
offering at a price equal to par plus the coupon

Ratings: Required from S&P and Moody’s
Form: 144A / Reg S
Governing New YorkGoverning 
Law:

New York
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“Product details are for information purposes only. Investments mentioned in this document may not be suitable for all investors. Each investor should carefully view the risks associated with the 
investment and make a determination based upon the investor’s own particular circumstances, that the investment is consistent with the investor’s investment objectives.”



Typical Process and Offering Timeline
The typical process for a first time issuer takes normally from 10 to 12 weeks, though a more accelerated timetable is 

0 1 2 3 4 5 6 7 8 9 10 11 120 1 2 3 4 5 6 7 8 9 10 11 120 1 2 3 4 5 6 7 8 9 10 11 12W k

possible.

Engagement Distribute “Red
Herrings”

Pricing ClosingEngagement Distribute “Red
Herrings”

Pricing Closing

0 1 2 3 4 5 6 7 8 9 10 11 120 1 2 3 4 5 6 7 8 9 10 11 120 1 2 3 4 5 6 7 8 9 10 11 12Week:

Key Dates:

D e Diligence
General/Legal/Accounting

Drafting

Bring- downGeneral/Legal/Accounting

Drafting

Bring- down
Due Diligence:

Offering Memorandum:

Prepare Presentation Receive Ratings

Prepare

Meet with
Agencies

Present

Prepare Presentation Receive Ratings

Prepare

Meet with
Agencies

Present

Rating Agency:

Pre-deal Marketing:

Prepare and
Print “Red Herrings”

Print Final
Offering Memorandum

Prepare Presentation Road Show

Prepare and
Print “Red Herrings”

Print Final
Offering Memorandum

Prepare Presentation Road Show
Meetings

Printing:

Road Show:
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Typical Roadshow Locations
The US investor base is diversely located and roadshow schedules are therefore tailored specifically for each issuer.  y p y
New York, Boston and the West Coast are usually key locations, with other stops scheduled as appropriate.

 A US roadshow for a US$ issue typically takes 4-
6 days

Boston
 Bain / Sankaty
 Eaton VanceMidwest

A i
– Will cover a number of locations as buyer base 

is diversely located

– Key locations

 New York

 Evergreen
 Fidelity
 Liberty Mutual
 Loomis Sayles
 Mass Financial
 Mass Mutual
 Putnam
 State Street

W lli t

 American 
Express

 Lincoln Capital
 Lutheran
 Kemper
 Northwest 

Mutual
 PPM
 Thrivent

San Francisco
 Franklin Advisors
 Wells Fargo
 KKR Financial

 New York

 Three states: New York, New Jersey, 
Connecticut

 Boston

 WellingtonThrivent

 West Coast: LA and San Francisco

 Selected other locations as required e.g. 
Chicago, Minneapolis 

New York Area
 Alliance
 Blackrock
 GSAM
 Huff
 JPMorgan
 Loews
 Lord Abbett

Los Angeles Area
 Apollo
 Capital Research
 Oaktree
 PacLife
 PIMCO

Mid-Atlantic
 Delaware Funds

 Management personnel 

– Generally CEO, CFO and Treasurer

 Roadshow formats are usually either

Lord Abbett
 Mackay Shields
 MetLife
 Nomura
 Oakhill
 Oppenheimer
 Prudential
 Shenkman

 PIMCO
 Post Advisors
 Transamerica
 Trust Company 

of the West
 Western Asset 

Management

Houston
 AIG
 AIM

Delaware Funds
 Federated
 Miller Anderson
 T. Rowe Price

– 1-on-1s – across the table with flip books

– Group meeting – presenting form slides on 
screen
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2010 European High Yield Issuances 2010 Global High Yield Issuances

is a Leader in High Yield Transactions

Bookrunner Volume ($bn) Share(%) Issues
1 Bank of America Merrill Lynch $4.8 12.2 34
2 JPMorgan $4.6 11.7 28
3 Citi $3.1 8.0 22

Bookrunner Volume ($bn) Share(%) Issues
1 Citi $1.1 11.7 8
2 Bank of America Merrill Lynch $1.1 11.4 8
3 Barclays Capital $1.0 10.7 6

2010 European High Yield Issuances 2010 Global High Yield Issuances

$
4 Barclays Capital $2.9 7.5 21
5 Goldman Sachs $2.8 7.2 18
6 Credit Suisse $2.8 7.1 22
7 Deutsche Bank $2.3 5.9 20
8 Morgan Stanley $2 0 5 2 14

y p $
4 RBS $0.9 9.8 9
5 Deutsche Bank $0.9 9.3 8
6 Credit Suisse $0.6 6.1 6
7 JPMorgan $0.5 5.3 5
8 BNP Paribas $0 5 5 0 5 8 Morgan Stanley $2.0 5.2 14

9 UBS $1.3 3.2 10
10 RBS $1.2 3.2 12

8 BNP Paribas $0.5 5.0 5
9 Goldman Sachs $0.3 3.6 4
10 HSBC $0.3 3.3 4

2007-2010 European High Yield Issuances 2007-2010 Global High Yield Issuances

Bookrunner Volume ($bn) Share(%) Issues
1 Bank of America Merrill Lynch $72.2 10.7 422
2 JPMorgan $72.2 10.7 398
3 Citi $53.9 8.0 386
4 C dit S i $52 9 7 8 264

Bookrunner Volume ($bn) Share(%) Issues
1 Deutsche Bank $16.4 10.3 91
2 Credit Suisse $12.9 8.0 55
3 Citi $9.7 6.1 54
4 JPM $7 1 4 4 49 4 Credit Suisse $52.9 7.8 264

5 Deutsche Bank $46.9 6.9 296
6 Goldman Sachs $33.6 5.0 207
7 Barclays Capital $31.3 4.6 205
8 Morgan Stanley $28.9 4.3 157

4 JPMorgan $7.1 4.4 49
5 RBS $6.7 4.2 43
6 BNP Paribas $6.2 3.9 65
7 UBS $6.1 3.8 37
8 VTB Capital $5.4 3.4 39

9 UBS $19.2 2.8 124
10 Wells Fargo Securities $17.4 2.6 140

9 Credit Agricole CIB $5.3 3.3 32
10 Barclays Capital $5.0 3.1 22

Source: Dealogic.8



IRS Circular 230 Disclosure:  Citigroup Inc. and its affiliates do not provide tax or legal advice.  Any discussion of tax matters in these materials (i) is not intended or written to be used, and cannot be 
used or relied upon, by you for the purpose of avoiding any tax penalties and (ii) may have been written in connection with the "promotion or marketing" of any transaction contemplated hereby 
("Transaction").  Accordingly, you should seek advice based on your particular circumstances from an independent tax advisor.
Any terms set forth herein are intended for discussion purposes only and are subject to the final terms as set forth in separate definitive written agreements.  This presentation is not a commitment to lend, syndicate a 
financing, underwrite or purchase securities, or commit capital nor does it obligate us to enter into such a commitment, nor are we acting as a fiduciary to you. By accepting this presentation, subject to applicable law 
or regulation, you agree to keep confidential the information contained herein and the existence of and proposed terms for any Transaction.
Prior to entering into any Transaction, you should determine, without reliance upon us or our affiliates, the economic risks and merits (and independently determine that you are able to assume these risks) as well as 
the legal, tax and accounting characterizations and consequences of any such Transaction.  In this regard, by accepting this presentation, you acknowledge that (a) we are not in the business of providing (and you 
are not relying on us for) legal, tax or accounting advice, (b) there may be legal, tax or accounting risks associated with any Transaction, (c) you should receive (and rely on) separate and qualified legal, tax and 
accounting advice and (d) you should apprise senior management in your organization as to such legal, tax and accounting advice (and any risks associated with any Transaction) and our disclaimer as to these 
matters.  By acceptance of these materials, you and we hereby agree that from the commencement of discussions with respect to any Transaction, and notwithstanding any other provision in this presentation, we 
hereby confirm that no participant in any Transaction shall be limited from disclosing the U.S. tax treatment or U.S. tax structure of such Transaction.  
We are required to obtain, verify and record certain information that identifies each entity that enters into a formal business relationship with us.  We will ask for your complete name, street address, and taxpayer ID 
number W e may also request corporate formation documents or other forms of identification to verify information providednumber.  W e may also request corporate formation documents, or other forms of identification, to verify information provided.
Any prices or levels contained herein are preliminary and indicative only and do not represent bids or offers.  These indications are provided solely for your information and consideration, are subject to change at any 
time without notice and are not intended as a solicitation with respect to the purchase or sale of any instrument.  The information contained in this presentation may include results of analyses from a quantitative 
model which represent potential future events that may or may not be realized, and is not a complete analysis of every material fact representing any product.  Any estimates included herein constitute our judgment 
as of the date hereof and are subject to change without any notice.  We and/or our affiliates may make a market in these instruments for our customers and for our own account.  Accordingly, we may have a position 
in any such instrument at any time.
Although this material may contain publicly available information about Citi corporate bond research, fixed income strategy or economic and market analysis, Citi policy (i) prohibits employees from offering, directly or 
indirectly, a favorable or negative research opinion or offering to change an opinion as consideration or inducement for the receipt of business or for compensation; and (ii) prohibits analysts from being compensated 
for specific recommendations or views contained in research reports.  So as to reduce the potential for conflicts of interest, as well as to reduce any appearance of conflicts of interest, Citi has enacted policies and 

© 2009 Citigroup Global Markets Limited. Authorized and regulated by the Financial Services Authority. All rights reserved. Citi and Citi and Arc Design are trademarks and service marks of Citigroup Inc. or its affiliates and are used
and registered throughout the world.

procedures designed to limit communications between its investment banking and research personnel to specifically prescribed circumstances.

“Citi Private Bank” is a business of Citigroup Inc. (“Citigroup”), which provides its clients access to a broad array of products and services available through bank and non-bank affiliates of Citi. Not all products and services are
provided by all affiliates or are available at all locations. In the U.S., brokerage services are provided by Citigroup Global Markets Inc. (“CGMI”), member SIPC and an affiliate of Citibank, N.A. Outside the U.S., brokerage
Services may be provided by other Citigroup affiliates. In the United Kingdom, Citibank N.A., London, and Citibank International plc, Citigroup Centre, Canada Square, Canary Wharf, London, E14 5LB are authorised and
regulated by the Financial Services Authority. In Jersey, this document is communicated by Citibank N.A., Jersey Branch which has its registered address at PO Box 104, 38 Esplanade, St Helier, Jersey JE4 8QB. Citibank N.A.,

In January 2007, Citi released a Climate Change Position Statement, the first US financial institution to do so. As a sustainability leader in the financial sector, Citi has taken concrete steps to address this important issue of climate
change by: (a) targeting $50 billion over 10 years to address global climate change: includes significant increases in investment and financing of alternative energy, clean technology, and other carbon-emission reduction activities; (b)
committing to reduce GHG emissions of all Citi owned and leased properties around the world by 10% by 2011; (c) purchasing more than 52,000 MWh of green (carbon neutral) power for our operations in 2006; (d) creating
Sustainable Development Investments (SDI) that makes private equity investments in renewable energy and clean technologies; (e) providing lending and investing services to clients for renewable energy development and projects; (f)
producing equity research related to climate issues that helps to inform investors on risks and opportunities associated with the issue; and (g) engaging with a broad range of stakeholders on the issue of climate change to help advance

regulated by the Financial Services Authority. In Jersey, this document is communicated by Citibank N.A., Jersey Branch which has its registered address at PO Box 104, 38 Esplanade, St Helier, Jersey JE4 8QB. Citibank N.A.,
Jersey Branch is regulated by the Jersey Financial Services Commission to conduct deposit taking business under the Banking Business (Jersey) Law 1991 and investment business under the Financial Services (Jersey)
Law 1998. Citibank N.A., Jersey Branch is a member of the Depositors Compensation Scheme as set out in the Banking (Depositors Compensation) (Jersey) Regulations 2009. Further details of the scheme are available
on request."

producing equity research related to climate issues that helps to inform investors on risks and opportunities associated with the issue; and (g) engaging with a broad range of stakeholders on the issue of climate change to help advance
understanding and solutions.

Citi works with its clients in greenhouse gas intensive industries to evaluate emerging risks from climate change and, where appropriate, to mitigate those risks.

efficiency, renewable energy & mitigation


