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28 May 2014 

PUNCH TAVERNS (PUB): 10.5p  
Update – Debt for Equity swap proposed 
 

Proposals would have equity diluted 6:1 without recourse to a 
Rights Issue, placing to 7 pre-selected shareholders at 75% 
discount 
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Punch Taverns yesterday released the proposals of seven of its junior bond and 
major equity holders and our further comments are set out below: 
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·  Seven of Punch Taverns’ largest equity and junior bondholders have 

proposed that they undertake a partial debt-for-equity swap and receive 
new equity via a placing 

·  The proposals see various tranches of the group’s junior bonds: 

o Partially cashed out at discounts of between 0% and 88% to par 

o Partially rolled over into new debt instruments at discounts of 
between 0% and 88% to par 

o Partially swapped for equity at the discounts mentioned above at 
an equity price of 7.6p, a 48% discount to Friday’s closing price 

·  In addition the seven investors named in Punch’s RNS yesterday are 
proposing that they be issued 1.31bn new ordinary shares at 3.8p per 
share, a 74% discount to Friday’s closing price 

·  There is no suggestion of a Rights issue and existing equity would be 
diluted down to 15% of the shares in issue going forward 

·  The seven investors comprise Alchemy Partners, Avenue Europe, 
Angelo Gordon, Glenview Capital, Luxor Capital, Oaktree Capital and 
Warwick Capital 

���������	
�   

               

Recent News Here:  

·  Today's email 

·  Recent emails 

·  A day in the life... 

·  Who we are, what we 
do... 

·  Upcoming news-flow 

·  Recent company updates  

·  Thematic pieces 

·  LinkedIn profile  

 

 

 

 

 

 

 

 

 

 

 

 

Market Cap: £93m 
12m range 9.25p 16.5p 
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·  The seven named investors have a majority of a number of tranches of junior debt and 

comprise more than 50% of Punch’s ordinary shares in issue 

·  To progress, the proposals need 1) the agreement of the ABI, 2) 75% equity approval and 3) 
an extension of the condition within the debt waiver that a refinancing be launched by end-
June 

·  The management has yet to decide whether or not it should recommend the proposals and 
the group says ‘any decision by the Board to recommend a proposal involving dilution of 
existing shareholders would need to be carefully considered in terms of the value which it 
represents for existing shareholders’ 
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·  The ABI, one would imagine, may be pleased that the junior bondholders and equity are 

fighting it out between them 

·  The Realpolitik of the situation may be that the seven investors are able to secure a 75% 
majority of the ordinaries voting  

·  However, this is by no means certain; independent investors may baulk at the suggestion that 
a (bare) majority of the ordinary shareholders award themselves the majority of the company 
at a 74% discount with no Rights element 

·  The Board is in a tough spot 
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·  We need or should expect to hear from the ABI and the Board 

·  The former may be agreeable (provided no value is lost to the senior bondholders) but the 
Board must decide whether to recommend the seven investors’ proposals or to push on with 
its own ideas 

·  Deal fatigue may well become a feature but, as trading is improving and one would imagine a 
little capital spending will go a long way across the Punch estate, there is a lot to play for 

Langton Comment:  Securitisations were never meant to be unpicked and, as that is what is now 
required to happen at Punch, the situation is complicated to say the least.  

But that doesn’t mean that, whilst there may be few if any precedents, there aren’t rules. With that in 
mind, it would appear as though the 48% or 49% of equity that is not represented by the seven 
shareholders above, looks to be getting a raw deal. 

One would expect a placing to be transacted near to the screen price (before any undermining 
statements such as the one made yesterday) and any discounted share issue to be enacted via a 
Rights Issue.  

A debt for equity swap at a share price of say 12p, a placing of £12m worth of equity also at 12p and 
3 for 2 Rights Issue of 1bn shares at 3.8p would achieve much the same as that being proposed 
above. 

But it would leave existing equity holders owning 20% of the company if they did not take up their 
Rights and 50% of it if they did.  
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Contact – Mark Brumby - +44(0)20 7702 3389 

mark.brumby@langtoncapital.co.uk 

 
This message (and files contained herein) may contain confidential or proprietary information and is intended solely for the use of the individual or organisation to whom it 
is addressed.   If you are not the addressee you should not disseminate, distribute or copy this email or any part thereof.   Further, please notify the author immediately by 
telephone or by replying to this email and then delete all copies of the correspondence from your system.   We apologise for any inconvenience that this may have 
caused.   This information is a financial promotion for the purpose of the European Markets in Financial Instruments Directive (MiFID) and FSA’s Rules. It has not been 
prepared in accordance with the legal requirements designed to promote the independence or objectivity of investment research. This document is not based upon detailed 
analysis by Langton Capital of any market, issuer or security named herein and does not constitute formal research or a research recommendation, either expressly or 
otherwise. It is not investment advice and does not take into account the investment objectives and policies, financial position or portfolio composition of any recipient. This 
document should not to be relied upon as authoritative or taken in substitution for the exercise of you own commercial judgment.   Whilst Langton Capital has taken steps to 
control the spread of viruses on its systems, it cannot guarantee that this email and any files transmitted with it are virus free.   No liability is accepted for any errors, 
omissions, interceptions, corrupted email, lost communications or late delivery arising as a result of receiving this message via the Internet or for any virus that may be 
contained in it.   Recipients should review independently and / or obtain independent professional advice and draw their conclusions there-from should decide to undertake 
transactions with third parties.   Langton Capital or its employees may have positions in securities mentioned herein.   We reserve the right to monitor email messages 
passing through our network.   Langton Capital Limited is authorised and regulated by the Financial Conduct Authority.   Langton Capital Limited is registered in England  
number 07112949.   
 


