Fund manager claims to be victim of credit squeeze
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NEW YORK: Peloton Partners, the hedge
fundmnagerl.hat:s liquidating a $1.8 billion
asset-backed ﬁmd,sajrsﬂﬂt:tmamumof
Wall Street’s reduced

“Credit providers have been severely tight-
. ening terms without to the creditwor-
thiness or track record of individual firms,
which has our difficulties and
made it impossible to meet margin calls,” the
Peloton co-founders, Ron Beller and Geoff
Grant, said Thursday in a letter to clients.

Peloton, based in London, joins Thornburg
Mortgage and Sailfish Capital Partners on the

ing list of funds and companies that have
had to sell securities or shut down after banks
restricted how much they could borrow, or de-
manded more collateral as the value of securi-
ties backed by mortgages slamped.

The world’s bi financial institutions
are cutting off lines of credit to hedge funds
after at Jeast $163 billion of asset write-downs
o hedge funds will blow up this

“More wi up this year
than eyerd?eﬁm.“i_sa_id Michael Hehnlnussr
managing director for investments at Morgan
Creek Capital Management in Chapel Hill,
North Carolina. “Financing is much harder to
get. The bubble has burst.”

UBS, Goldman Sachs, Merrill I.*_mch and
Deutsche Bank were among the companies
that lent money to Peloton, according to
people with knowledge of the matter, who de-

clmed!ubeldnnuﬂed.ﬂlﬁma!salthebanh
declined to comment.

Peloton said Thursday in another letter to
investors that it had halted redemptions from
its $1.6 billion Multi-Strategy Fund, which has
a “very large gcmunn in the asset-backed
fund that is being liquidated, known as the
ABS Fund.

Bellerandﬁmt,whot}:undedﬂ:mfmm
2005, are seeking buyers for mortgage securi-
ties held by the ABS Fund.

The fund provided clients with an 87 per-
cent return last year after the managers bet on
a sharp increase in delinquencies on loans to

Belle dmmnsh?l::theﬁrmbm@
Iy. r said in January that t
securitics backed by mortgages that weresafer
than subprime.

Yet the price of top-rated Alt-A securities,
which rank above subprime, dropped 10 per-
cent to 15 percent this month, according to
Thornburg Mortgage, the finance company in
Santa Fe, New Mexico, which said Thursday
that itmrm.ight have to sell l?;.mahermh:rm;
meet further margin ca i
thmughcash.

h mllatem] being priced =
oW is P 50 you're seeing
margin calls,” said Kenneth Hackel, nanaging
director for fixed-income strategy at RBS
Greenwich Capital Markets in Greenwich,
Connecticut. “As risk appetites decline, the

price of assets that are used as collateral de-

¢Ene'll

Beller led Gddman's fixed-income cur-
rency and commodity sales group in London
before leaving iz 2001 to help reorganize the
New York City school system. Grant was co-
head of Goldman's so-called macro propriet-
ary trading Gnnt, in Santa
Barbara, Califorem, declined to co

Sailfish’s j Fixed Income
which had billion in July, co.

‘More hedge funds
will blow up this year
. than ever before.’

went sour and the firm, based in

d positions in
a declining market.
Morgan Stanley analysts predmt that the
“substantial and sharp moves in the credit
markets”™ will lead to the closures of several
hedge funds that invest in credit markets,
which could put further pressure on prices of
; securities and derivatives.
Particularly at risk of further credit losses is
UBS, which has so far written down £19 bil-
lion, according to Huw Van Steenis, a Morgan
Stan]eyan:alwtmlondun.'ﬁkfulthntuns
has been consistently behind the curve in
mhmd,mnpngjy the worst may not be
over,” he wrote in a report.

= Write-downs at a KKR unit

ty Investors, the publicly
huynutzﬂund of Eohlberg Kravis
Rubem&{:u,wmtedmmkﬁmmm-
vestmenuasasbmngecnmmrhuﬂeamngs
and declining bond prices eroded the value of
holdings, Bloomberg News reported Friday.

'Ihefundmaﬂwddmmlmmkemmch
chip maker NXP by 25 percent and in
ProSiebenSat.] Media, the biggest broadcaster
mﬂmm.hyz?yﬂcmtthﬁmmmylmmd
in Amsterdam, said Friday. KKR also cut by
more mthﬂeu percent the value of its holding
in ATU, German car-repair company it
bailed out last week.

“Capital is not nearly as plentiful as it wasa
year ago and the cost is much higher,” Henry
Kravis, a co-founder of Kohlberg Kravis, said
during a conference call with investors. “It's
possible to get deals done in this environment. .
It just takes more work and a lot of creativity.”

Falling bond and loan prices indicate that
go e equity firms may struggle to profit

m their investments, after a record $1.4 tril-
lion of takeovers in 2006 and 2007 A slower
US. economy is also hurting sales at the
;:ompan.iﬁc;th;ymKKRis ising €7.7 bil-
ion, or $11.7 billion, for its biggest Euro
takeover fund. = PR
KKR mark the value of their holdings to market
each quarter and disclose the results, unlike
traditional private investment partnerships.



