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Altman Report on Defaultsand Returnson High Yield
Bonds. Analysis Through September 30, 2002

Nine months 2002 defaultsreached arecord level of $83.1 billion, easily topping last
year’spreviousrecord level. Thedollar weighted default rate through Q3 2002 was
alsoarecord 11.0% and thelast four quartersratereached as much as 15.0%.

Third quarter defaults of almost $38 billion were paced by WorldCom's $28 plus
billion default. Thethird quarter default rate was 4.95%. |If one does not include
WorldCom, however, therate dropsto 1.2%.

Thefirg three quartersdefault lossrate was 8.74%, unadjusted for fallen angel
defaultsand 7.76% after adjusting for the nine fallen angel defaults so far thisyear.
The averagerecovery rate was 24.59% (unadjusted for fallen angels) and

31.57% (adjusted).

Thehigh yidd bond market returned —9.30 for thefirst three quarters, resultingin
areturn spread versus US Treasuries of —24.70% - - which will bea record annual
negative level if thereisno changein the fourth quarter.

We believe that default rates peaked in Q3 - 2002 and the drop in default rates will
result in increased returnsfor high yield bondsin the near future.

Thisreport waswritten by Professor Edward |. Altman, Max L. Heine Professor of
Finance at the Leonard Stern School of Business, NY U, and a consultant to Salomon Smith
Barney. Dr. Altman acknowledgesthe assistance and data sour ces from Wilson Miranda,
Gabridla Petrucci and Sau Man Kam of SSB, Moody’s, S& P and New Gener ation
Research, and Gaurav Bana and L ourdes C. Tanglao of the NYU Salomon Center.



Executive Summary

The third-quarter 2002 default rate for high yield bonds was 4.95%, based on
$37.48 billion of defaults. The quarterly default rate is the highest in history, surpassing
the first quarter of 1991 rate of 4.80%. One massive default, WorldCom, accounted for
$28.30 billion of defaults (76%). Without WorldCom, the third quarter default rate would
have only been 1.2%.

The dollar weighted default rate for the first three quarters has already broken the
record for a single calendar year reaching 10.98%. And, the latest four-quarters default
rate of 15.01% has also set a record. Again, WorldCom’s huge default contributed about
4% of this record total. The persistently high default rate through the third quarter has
resulted in a near record yield spread of 10.10% -- second only to 1990's 10.50%. The
current yield spread is more than 5% above the historical average. We believe the default
rate has peaked in Q3-2002 and depending on the size of the decline, we believe the huge
yield spread could reflect an over-sold market.

Counting WorldCom ($46.0 billion in liabilities), there were more than $197 billion
in liabilities of firms which filed for Chapter 11 protection through the third quarter and
26 firms had liabilities greater than $1 billion. The count was 22 firms through the first-
half of the year, so the third-quarter number was “only” four, including WorldCom.
Therewere 39 of such firmsin 2001 - - arecord year.



Defaults and Default Rates

The dollar weighted default rate for high yield corporate bonds was 10.98% in the first
three quarters of 2002, based on $83.09 hillion of defaults (see Appendix A and Figure 1). The
third quarter amount of $37.5 hillion topped any quarter in our entire history of high yield bond
compilations and the default rate is dready the highest for any particular cdendar year. The
dollar amount of defaults in the firgt three quarters of this year dwarfs even last year's record
levels. The third-quarter default rate was 4.95%, bregking the one-quarter record from the firgt
quarter of 1991 (Figure 2 and Appendix B). The latest four-quarter default rate rose to 15.01%,
adso a record. Keep in mind that our default rate caculation is based on dollar amounts. By
comparison, S&P's three quarter, US speculative grade default rate based on number of issuers is
only 6.11% and their 12-month ralling rate is 8.93%. Moody’'s 12-month rate was 9.23%
(Appendix B), based on percentage of issuers but their rate based on amount outstanding was
18.25% - - perhaps the largest differentid ever between ther issuer versus amount outstanding
rates.

The third quarter's record amount and rate was due primaily to WorldCom's massive
default of over $28 hillion (over $1 hillion of WorldCom's debt could not be priced). Without
WorldCom, the year-to-date rate drops by dmost 4% to 7.2% and the third quarter’s rate would
have been only 1.2%. So, this huge dngle default, arguably not as rdevant to high yied
investors as to distressed or investment grade investors, should be viewed with some skepticism.
Please note that our population base rises to $757 billion as of mid-year, which is the base
amount for Q3 and year-to-date default rate cdculations. The increase in Sze from year-end

2001 was primarily due to a huge amount of fallen angels, led by WorldCom.



There were 288 defaulting issues from 92 companies in the three quarters of this year's
compilaion, up from 201 issues and 61 companies through the fird Sx months. The enormous
third quarter amount of $37.5 hillion was derived from about the same number of issues (87)
and companies (31) as in the first and second quarters of 2002, resulting in a higher average
default amount per issue ($431 million) and average per firm ($1.2 billion). The largest
“contributors’ to our three quarter default datistics were Adephia, Century, Conseco, Globd
Crossing, Kmart, Nexte International, NTL, Teeglobe, United Internationd Holdings, United
Pan-Europe  Communications, U.S. Airways, Williams Communications, and, of course,
WorldCom (Appendix A).

About 57% of the high yield default dollars were from tedlecom companies. These 19
companies were only 21% of the number of defaulting firms. The average size of these tdecom
defaults ($2.49 hillion) was considerably greater than the average of the remainder of our 2002
defaulting population. Again, WorldCom skews the data.

Defaults Rates and Economic Activity

Figure 3 shows the rdationship between high yidd bond market default rates and
recesson periods in the US economy. In the last two recessions, we saw default rates rise from
relaively low levels severd years before the recesson darted. But in dl five recessons in our
30-year sample period, default rates pesked a the end of the recesson or shortly after the
recesson ended. In the current period, we are told that the recesson darted in the second quarter
of 2001 and probably ended sometime in early 2002. If this is the case, then our default rate
(four quarter moving average) continued to rise after the end of the recesson and the remaining
key quedtion is “has it peaked?” The answer probably is yes. It probably pesked in the tird

quarter if we include the enormous $30 billion debt of WorldCom. Without WorldCom, it is



possible that the peak occurred in the second quarter, athough recent reports about a softening in
the economy makes us hesitant to predict this with great confidence.
Bankruptcies Trend

The trend in large corporate bankruptcies has continued without pause from the record
levels of 2001 when 39 companies with ligbilities greater than $1 billion filed under Chapter 11.
The totd for 2001 liabilities was $230 hillion (Figure 4). In the first three quarters of 2002, 26
additiona billion-dollar ligvilities companies filed bringing the totd to 65 in less than the two
years (since January, 2001). Totd ligbilities in the first nine months of 2002 were adready $197
billion, dightly above the record pace of 2001 - - these include filings with at least $100 million
in liabilities (Appendix C). Of these 26 large bankruptcies, 11 were telecom companies. Note
that severd of these tedecom bankruptcies actudly defaulted in 2001 (XO, McLeod, Metromedia
Fiber, and Globadar) and are not listed in Appendix A. In Figure 4, please dso note tha the
2002 totds are only for nine months.
Industry Defaults

Industry sector defaults in the first three quarters of 2002 continued to show the large
incidence of Teecom and other communicetion issuers (22 of 92 firms) - 24% of defaulting
issuers (Figure 5). Cable communication providers had three entries (Appendix D), Energy and
Trangportation had five, Leisure/Entertainment had four, and Retalling dso had three defaults
(five if we include restaurants). Among the generd and miscellaneous indudtry sectors, textiles
had four defaults, glass products had three, mining had three, and paper and paper board had

three defaults.



Defaultsby Age

Reaults from three quarters of 2002 show that about 35% of the issues defaulted within
36 months of issuance (see Figure 6). This is condderably lower than the higtoricd average
(49%, see Figure 7). A magor reason is the Kmart default, with 52 issues, 49 of which had
sevenyear plus post-issuance default. By the 48-month mark, the proportion rises to 53% with
Kmart and 62% without Kmart. The four-year or less average for the period 1989-2002 is higher
at 65%.

The so-cdled “bad cohort” of 1996-1998 does show some evidence of disspating with
respect to subsequent defaults in 2002. Issuance for 1996 is associated with the six years from
issuance proportion in 2002 (6.60%) vs. the historica average of 7.00% (rounded). The fourth-
year rate (1998 cohort) and the fifthryear rate (1997 cohort), however, ill show higher
proportions of defaults in 2002 (when we exclude Kmart) - 21% vs. 16% and 17% vs. 12%,
respectively.  So, it is dill too early to conclude that the so-caled “bad cohorts’ caused by the
benign credit cycle have run their course.

Fallen Angel Defaults

With the heightened interet and incidence of fdlen angels, we agan focus on this
origind invetment grade population that default. In 2002 done, more than $125 billion of
orgind issue high-grade bonds were downgraded (about one-quarter are WorldCom bonds,
downgraded in May) and about $7.5 hillion were upgraded. This net downgrade figure helped
swvell the sze of the high yidd bond population to $757 billion as of June 30, our population
base for caculating Q3 and annua default rates. New issues through September 30 were about

$50.5 hillion.



Figure 8 indicates that defaults that were origindly rated investment grade (“broken
fdlen angels’) accounted for 41% (118) of the totad number of defaulting issues in 2002. This
data includes 52 Kmart and 32 WorldCom falen angds. Without Kmart, we observe that just
20% of the issues were origind issue invesment grade. So, the actud incidence of fdlen angd
issue defaults is dightly below the average of 23% for the period 1971-2002, if we exclude
Kmart.

In terms of the number of defaulting companies, rather than issues, there were nine falen
angd defaults (Conseco, Covanta, AT&T Canada, Globad Crossing, Kmat, NRG Energy,
Teleglobe, U.S. Airways and WorldCom). These comprised about 10% of defaulting companies.
But, the dollar proportion of falen ange defaults was much grester (39%), reflecting the
profound impact of fallen angels on default rates and, to be sure, the reverse is now true as well
Default L osses and Recoveries

The unadjusted weighted average recovery rate on defaults for the first nine months of
2002 regigtered 24.6% (see Figures 9 and 10). This figure is based on 276 observations so far
this year, where the recovery rate is taken from bid price levels just after default. This figure is
not adjusted for fdlen angel defaults. Fdlen angels accounted for about 39% in dollar amount of
defaults in the firgt three quarters of 2002 and 41% of the totd defaulted issues. We observe that
the weghted average price just dfter default of our fdlen angd default sample, including
WorldCom, in 2002 is $17.20. When compared to the weighted average price at downgrade
($46.35), the weighted average fdlen angd default recovery rate is 37.11%. This was a hit
greater than the average originad issue high yidd default's recovery (30.91%), but below our
average recovery for fdlen ange defaults over the period 1982-2001 (see our 2001 Annual

Report, January 23, 2002). Combining these falen angd issues with the remaining defaults, our



revised 2002 nine-months average recovery rate and loss rates are 33.51% and 7.76% (nine
months) respectively.

Figure 11 shows the breskdown of average recoveries by seniority unadjusted for falen
angels. The senior secured category registered a weighted average recovery of 49.04%. All
other categories showed average recoveries in the 25-33% range. Once again, there were no
junior subordinated defaults. Our discount bond category reflects accreted vaues as the relevant
investment amount.

Predicting Recovery Rates

As we discussed in severd of our previous reports, one can explain up to 60% of the
vaidion in recovery rates on defaulted high yidd bonds by smply knowing or esimating
default rates. Indeed, expected default rates for 2002 based on (a) the smple linear modd, * (b) a
power function modd, 2 and (c) a log-linear function, 3 assuming an 11%, 12% or 13% default

rate (BDR) asfollows.

BDR BRR® BRR® BRRY
11% 22.1% 21.7% 25.5%
12% 19.5% 21.1% 24.6%
13% 16.9% 20.7% 23.6%

where: BRR = Expected Bond Recovery Rate
As shown in Figure 9, BRR is 24.6% <o far with an 11% BDR. If the default rate rises to say,
13% by year's end, the linear prediction changes to 16.9%, the power function prediction to

20.7%, and the log-linear modd’s prediction to 23.6%. See Altman, Brady, Resti and Sironi,

! BRR=509-2617 (BDR)

2 BRR =52.7 (BDR) %2834
3 BRR=52.332-11.181 Ln (BDR)
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(2002) -- “The Link Between Default and Recovery Rates” NYU Sdomon Center Working
Paper #5-02-9, for these and other smilar specifications.
Telecom Recovery Rates

Figure 12 continues our update of recovery raes in the tedecom and other
communication/e-commerce sector from 1996 through the third quarter of 2002. These
companies (dmogt dl telecoms and cable companies of late) and their defaulting issues continue
to suffer consderable defaults and correspondingly low recovery rates. Of the 11 issuers in 2002
(primarily Globa Crossing, Nextd Internationd, Williams Communications, NTL, KPN Qwest
and WorldCom), the weighted average recovery rate registered just 11.64% (see Pand B of
Figure 12). This is the lowest for any year in our compilations and reduced the overal adjusted
recovery rate in 2002 (see Figure 9).

Should WeInclude WorldCom?

We agan indude a discusson of the massve WorldCom default due to its Sze and
unique relevance to the high yield bond market. On July 20, 2002, WorldCom Corporetion filed
for bankruptcy under Chapter 11 of the Bankruptcy Code, after missing its interest payments on
various bond issues on July 15. WorldCom's dmost $30 hillion in bonds outstanding had been
downgraded by Moody's on May 9 of this year. Technicdly, we should include al of its
daggering amount of bonds in our high yidd default datisics ance it was pat of the high yidd
population as of June 30 -- the populaion date of reference for cdculating third-quarter and
annud default rates.  Also, dl of the high yidd indexes that we ae familiar with included
WorldCom prior to its default. But, such an outlier event will obvioudy impact our default
numbers and rates. Indeed, a $28.3 hillion, WorldCom's default was 31 times larger than the

average company default ($903 million with WorldCom) and more than 85 sandard deviations
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(one dandard deviation = $3.3 bhillion) grester than the average. Without WorldCom, the
average issuers default was $602 million with a standard deviation of $1.4 billion. Arguably,
WorldCom is ds0 the largest Chapter 11 filing ever, with gpproximately $46 billion in ligbilities
(Enron’s lidbilities, induding its off-bdance sheet obligations, is over $60 hillion, dthough its
filing only indicated about $31 hillion). And, WorldCom's “reported” assets were over $100
billion. This figure is meaningless, however, in terms of its economic vaue (possbly less than
15% of reported assets)

While our criteria for including a defaulted issue was whether it was pat of our high
yidd population as of June 30", and WorldCom meets this test, another factor that is perhaps
more relevant to the high yidd bond market, is whether investors had purchased WorldCom
prior to its default. According to most observers this was not the case, since the WorldCom
bonds traded like distressed debt prior to and after the downgrade and was held or purchased by
invesment grade and distressed debt specidists® The latter group “bet” on the likelihood that
WorldCom's bonds, many of which sold in the low 40's and some short-term bonds in the 70's
before and after being downgraded, would not default and the upside potentid was attractive to
many. Indeed, our own Z and Z’-Score models had WorldCom Corporation looking like a
sngle B+, or a worst a CCC+, rated company as of the end of the first quarter of this year (see
our paper “Corporate Distress Prediction Modes in a Basd 1l Environment,” Sdomon Smith
Barney, High Yield Research Report, September 24, 2002).

When we add WorldCom's $28.3 hillion in bonds to our default totas, our default rate
for three quarters of the year jumps to 11.0%, solidifying 2002's highest default year satus. For

reesons mainly related to WorldCom's outlier sze, its technicd high yidd classfication and its

* Some observers, however, have noted that some highyield investor did purchase WorldCom to have a portfolio
morein-line with the revised high yield Index composition.
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investor base, we will report default datistics both with and without this enormous defaullt.
Actudly, Texaco's 1987 default had a greater influence (4.44%) on that year's default rate than
will WorldCom's 2002 influence - - which was about 3.8% and will narrow somewhat by year-
end.

Distressed and Defaulted Debt Proportions

The distressed debt proportion of the high yield plus defaulted debt population increased
to about 26% as of September 30 compared to 20% and 17% as of June 30 and March 31, 2002,
repectivdy. WorldCom's influence is no longer a part of this increase ance it entered the high
yidd database in May but was ddeted after its default. We edimate that the face value size of
the defaulted and distressed, public and private debt markets reached a record $885 bhillion as of
September 30 with about $163 billion of defaulted bonds outstanding (December 31, 2001
defaults, plus year-to-date 2002 defaults minus emergences from bankruptcies, including
liquidation) and $206 billion in distressed debt. The size of the high yidd plus defaulted bond
markets shot-up to dmost $800 billion. Defaulted debt, therefore, accounted for more than 20%
of thistota and distressed debt almost 26% (see Figure 13).

Figure 14 shows our egimates for the size of the defaulted and distressed, public and
private debt markets as of September 30, 2002 and as of the end of 2001. The face value of these
two enormous segments of the corporate debt universe jumps to about $885 hillion and the
market value to about $488 hillion - - the largest amounts and proportions since we sarted
following these markets in 1990 (Figure 15). This increase is observed despite our lowering of
the private/public debt ratio to 1.40 from 1.65 in our earlier 2001 etimate. The new esimate is

based on an updated study of more than 150 recent corporate defaulting companies balance
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sheets as of the statement closest to the default date. Perhaps even this lower 1.40 ratio is too
high since WorldCom has amuch lower ratio and is now part of our rlevant universe.
Returns, Yiddsand Spreads

The condderably higher distressed proportion is consgent with the increase in the high
yield average yield spread over 10-year Treasuries, which rose to 10.10% as of September 30
(Figure 16) from 8.80% as of June 30 and 6.44% just Sx months ago. This enormous swing of
466 bp. in two quarters reflects the increase in actua default rates and investor concern for
continued high rates of default and, in generd, high uncertainty as well as the decrease in 10-
year Treasury rates. We continue to use the yield-to-maturity as our benchmark promised yield.

The return on high yied bonds dso plummeted in the third quarter, reaching —9.30% and
a spread compared to Treasuries of —24.60%. This is the highest negative return spread since we
have been compiling these datistics from 1978. If the negative return $read remains a or near
this levd by the end of the year, the average annud return spread from 1978-2002 will fdl to
below 1.0% per year from 1.88% over the 1978-2001 period. The average annud yield spread
for high yidd bonds (last column of Fgure 16) will increase to above 5.0% if conditions remain
unchanged by year's end. As of October 21, the yield spread increased to 10.24% but the return
spread decreased to —21.59% due to the T-Bond'sfdl in return by almost 400 bp.

The current yidd spread of 10.10% is dmost the highest on record, second only to
10.50% as of the end of 1990. Recdl that the yield spread dropped considerably in 1991 to
5.86% one year later as default rates aso dropped from 10.3% to 3.4% (Figure 1) and returns
soared in 1991 to more than 43% (Figure 16). Due to a soft economy and problems in some
indudtrial sectors going forward, eg., power companies, public utilities and airlines, we do not

expect defaults to drop to such a low levd over the next 12 months. We are fairly confident,
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however, that they have pesked this quarter and will begin to decline shortly and possbly

consderably.
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FIGURE 1

HISTORICAL DEFAULT RATES- STRAIGHT BONDSONLY
EXCLUDING DEFAULTED ISSUESFROM PAR VALUE OUTSTANDING
1971 - Q32002 ($MILLIONS)

PAR VALUE PAR VALUE DEFAULT
YEAR OUTSTANDING (a) DEFAULTS RATES
Q32002 $757,000 $83,086 10.976%
2001 $649,000 $63,609 9.801%
2000 $597,200 $30,295 5.073%
1999 $567,400 $23,532 4.147%
1998 $465,500 $7,464 1.603%
1997 $335,400 $4,200 1.252%
1996 $271,000 $3,336 1.231%
1995 $240,000 $4,551 1.896%
1994 $235,000 $3,418 1.454%
1993 $206,907 $2,287 1.105%
1992 $163,000 $5,545 3.402%
1991 $183,600 $18,862 10.273%
1990 $181,000 $18,354 10.140%
1989 $189,258 $8,110 4.285%
1988 $148,187 $3,944 2.662%
1987 $129,557 $7,486 5.778%
1986 $90,243 $3,156 3.497%
1985 $58,088 $992 1.708%
1984 $40,939 $344 0.840%
1983 $27,492 $301 1.095%
1982 $18,109 $577 3.186%
1981 $17,115 $27 0.158%
1980 $14,935 $224 1.500%
1979 $10,356 $20 0.193%
1978 $8,946 $119 1.330%
1977 $8,157 $381 4.671%
1976 $7,735 $30 0.388%
1975 $7,471 $204 2.731%
1974 $10,894 $123 1.129%
1973 $7,824 $49 0.626%
1972 $6,928 $193 2.786%
1971 $6,602 $82 1.242% Standard
Deviation
ARITHMETIC AVERAGE DEFAULT RATE 1971 TO 2001 2.941% 2.746%
1978 TO 2001 3.234% 2.963%
1985 TO 2001 4.077% 3.096%
WEIGHTED AVERAGE DEFAULT RATE (b) 1971 TO 2001 4.319% 3.204%
1978 TO 2001 4.347% 3.208%
1985 TO 2001 4.440% 3.204%
[MEDIAN ANNUAL DEFAULT RATE 1971 TO 2001 1.708%

Notes
(@ Asof mid-year.
(b) Weighted by par value of amount outstanding for each year.

Source: Authors Compilations and Salomon Smith Barney Estimates



FIGURE 2

QUARTERLY DEFAULT RATE AND 12-MONTH MOVING AVERAGE
1991-2002 Q3
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FIGURE 3

HISTORICAL DEFAULT RATESAND RECESSION PERIODSIN THE US
HIGH YIELD BOND MARKET 1972 - Q3 2002
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FIGURE 4

TOTAL LIABILITIES OF PUBLIC COMPANIES FILING
FOR CHAPTER 11 PROTECTION

1989-2002 YTD*
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Source: Appendix C
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FIGURE 5
CORPORATE BOND DEFAULTSBY INDUSTRY
(NUMBER OF COMPANIEYS)

INDUSTRY 1970-82 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 Total
Auto/Motor Carrier 3 3 3 1 1 1 12
Conglomer ates 0 1 3 1 1 3 3 1 - 13
Energy 3 3 5 7 12 2 4 4 2 3 1 1 13 1 6 67
Financial Services 4 1 1 1 4 11 7 14 3 2 1 2 1 2 6 1 6 4 1 72
L eisure/Entertainment 0 2 4 4 8 2 4 3 4 3 1 5 5 8 9 6 5 73
General Manufacturing 9 1 1 2 6 3 3 1 5 8 8 7 3 8 6 7 6 16 23 43 21 187
Health Care 0 1 2 2 1 1 1 2 2 8 6 3 3 32
Miscellaneous Industries 3 1 2 6 3 1 4 4 3 1 1 1 3 3 16 34 38 21 145
Real Estate/Construction 7 1 1 1 1 3 7 5 1 2 1 2 1 4 6 4 1 48
REIT 11 1 1 1 14
Retailing 6 1 1 2 6 15 6 4 5 6 3 6 6 12 7 12 4 102
Communications 7 2 2 1 1 3 1 3 4 1 1 3 2 2 1 6 11 8 39 22 120
Transportation (non auto) 4 2 1 1 1 1 2 2 2 1 8 5 7 6 43
Utilities 1 1 1 1 1 1 - 6
Total 57 12 12 19 23 15 24 26 47 62 34 22 19 28 15 29 37 98 107 156 92 934 |

Source: Author's compilations



FIGURE 6

PERCENTAGE DEFAULTSBY YEAR FROM ISSUANCE

2002 - Q3
Total Total excluding Kmart
Time # of Issues Per centage # of Issues Per centage
1st Year 17 5.90% 15 6%
2nd Year 39 13.54% 38 16%
3rd Year 46 15.97% 46 19%
4th Year 50 17.36% 50 21%
5th Year 40 13.89% 40 17%
6th Year 19 6.60% 19 8%
7th Year 8 2.78% 4 2%
8th Year 7 2.43% 5 2%
9th Year 10 3.47% 8 3%
10th (+) Year 52 18.06% 11 5%
Total 288 100.00% 236 100%

Source:  Authors Compilations




FIGURE 7

DISTRIBUTION OF YEARSTO DEFAULT FROM ORIGINAL ISSUANCE DATE
(By Year of Default)
(1989 - 2002 Q3)

Yearsto 1989 1990 1991 1992 1993/1994 1995 1996

Default No.of % of No.of % of No.of % of No.of % of No.of % of No. of % of No.of % of
Issues Total Issues Total Issues Total Issues Total Issues Total Issues Total Issues Total

1 4 6 3 3 0 0 0 0 3 8 1 3 2 8
2 12 18 25 23 18 13 0 0 6 16 9 28 3 13
3 15 23 23 21 26 19 7 13 5 14 7 22 3 13
4 13 20 18 17 29 21 10 19 2 5 3 9 8 33

5 1 2 23 21 35 26 8 15 4 11 1 3 1 4
6 7 11 5 5 10 7 12 22 8 22 2 6 5 21

7 7 11 5 5 4 3 5 9 7 19 2 6 0 0

8 2 3 4 4 10 7 4 7 0 0 2 6 0 0

9 1 2 1 1 3 2 0 0 0 0 4 13 0 0
10 3 5 1 1 2 1 8 15 2 5 1 3 2 8
Total 65 100 108 100 137 100 54 100 37 100 32 100 24 100

Yearsto 1997 1998 1999 2000 2001 2002-Q3 1989-2002 H1

Default No.of % of No.of % of No.of % of No.of % of No.of % of No. of % of No.of % of
Issues Total Issues Total Issues Total Issues Total Issues Total Issues Total Issues Total

1 5 20 2 6 32 26 19 10 40 12 17 6 128 9

2 4 16 5 15 37 30 51 28 69 21 39 14 278 19

3 4 16 10 30 15 12 56 31 87 26 46 16 304 21

4 9 36 3 9 14 11 14 8 65 19 50 17 238 16

5 3 12 10 30 7 6 13 7 27 8 40 14 173 12

6 0 0 2 6 8 6 5 3 14 4 19 7 97 7

7 0 0 1 3 10 8 12 7 21 6 8 3 82 6

8 0 0 0 0 2 2 4 2 5 1 7 2 40 3

9 0 0 0 0 0 0 3 2 4 1 10 3 26 2
10 0 0 0 0 0 0 6 3 3 1 52 18 80 6
Total 25 100 33 100 125 100 183 100 335 100 288 100 1446 100

Source: Authors Compilations



FIGURE 8

DEFAULTSBY ORIGINAL RATING
(INVESTMENT GRADE VS. NON-INVESTMENT GRADE)

By Year
Defaulted % Originally Rated % Originally Rated Non-Investment

| ssues* Investment Grade Grade
2002 Q3 241 41% 59%
2001 258 14% 86%
2000 142 16% 84%
1999 87 13% 87%
1998 39 31% 69%

1997 20 0% 100%
1996 24 13% 88%
1995 29 10% 90%

1994 16 0% 100%

1993 24 0% 100%
1992 59 25% 75%
1991 163 27% 73%
1990 117 16% 84%
1989 66 18% 82%
1988 64 42% 58%
1987 31 39% 61%
1986 55 15% 85%
1985 26 4% 96%
1984 14 21% 79%
1983 7 43% 57%
1982 20 55% 45%

1981 1 0% 100%
1980 4 25% 75%

1979 1 0% 100%
1978 1 100% 0%
1977 2 100% 0%
Total 1511 23% 7%

* Where we could find an origind rating from either S& P or Moody's.
Source: Authors Compilations from S& P and Moody's records.



FIGURE 9
2002 Q3 DEFAULT LOSSRATE

Unadjusted for Only Fallen All except Price Adjusted for
Fallen Angels Angels Fallen Angels Fallen Angels

BACKGROUND DATA

AVERAGE DEFAULT RATE, 2002 Q3 10.976% 10.976% 10.976% 10.976%
AVERAGE PRICE AT DEFAULT (a) 24.591% 37.108% 30.914% 33.510%
AVERAGE LOSS OF PRINCIPAL 75.409% 62.892% 69.086% 66.490%
AVERAGE COUPON PAYMENT 8.438% 6.964% 9.410% 8.385%
DEFAULT LOSS COMPUTATION

DEFAULT RATE 10.976% 10.976% 10.976% 10.976%

X LOSS OF PRINCIPAL 75.409% 62.892% 69.086% 66.490%
DEFAULT LOSS OF PRINCIPAL 8.277% 6.903% 7.583% 7.298%
DEFAULT RATE 10.976% 10.976% 10.976% 10.976%

X LOSS OF 1/2 COUPON 4.219% 3.482% 4.705% 4.192%
DEFAULT LOSS OF COUPON 0.463% 0.382% 0.516% 0.460%
[DEFAULT LOSS OF PRINCIPAL AND COUPON | 8.740% 7.285% 8.0909% | 7.758%

(a) If default date priceis not available, end-of-month price is used. For fallen angels, Price a Default = Price at Default/ Price at Downgrade

Source: Author's Compilations and various dealer quotes.



FIGURE 10

DEFAULT RATESAND LOSSES (a)
(1978 - 2002 Q3)

PAR VALUE PAR VALUE
OUTSTANDING (a) OFDEFAULT DEFAULT  WEIGHTEDPRICE  WEIGHTED DEFAULT
YEAR ($MMs) ($MMs) RATE (%) AFTERDEFAULT  COUPON (%) LOSS (%)

Q32002 $757,000 $83,086 10.98% 24.6 8.44% 8.74%
2001 $649,000 $63,609 9.80% 255 9.18% 7.76%
2000 $597,200 $30,295 5.07% 26.4 8.54% 3.95%
1999 $567,400 $23,532 4.15% 27.9 10.55% 3.21%
1998 $465,500 $7,464 1.60% 35.9 9.46% 1.10%
1997 $335,400 $4,200 1.25% 54.2 11.87% 0.65%
1996 $271,000 $3,336 1.23% 51.9 8.92% 0.65%
1995 $240,000 $4,551 1.90% 40.6 11.83% 1.24%
1994 $235,000 $3,418 1.45% 39.4 10.25% 0.96%
1993 $206,907 $2,287 1.11% 56.6 12.98% 0.56%
1992 $163,000 $5,545 3.40% 50.1 12.32% 1.91%
1991 $183,600 $18,862 10.27% 36.0 11.59% 7.16%
1990 $181,000 $18,354 10.14% 234 12.94% 8.42%
1989 $189,258 $8,110 4.29% 38.3 13.40% 2.93%
1988 $148,187 $3,944 2.66% 436 11.91% 1.66%
1987 $129,557 $7,486 5.78% 75.9 12.07% 1.74%
1986 $90,243 $3,156 3.50% 345 10.61% 2.48%
1985 $58,088 $992 1.71% 459 13.69% 1.04%
1984 $40,939 $344 0.84% 486 12.23% 0.48%
1983 $27,492 $301 1.09% 55.7 10.11% 0.54%
1982 $18,109 $577 3.19% 38.6 9.61% 2.11%
1981 $17,115 $27 0.16% 72.0 15.75% 0.15%
1980 $14,935 $224 1.50% 21.1 8.43% 1.25%
1979 $10,356 $20 0.19% 31.0 10.63% 0.14%
1978 $8,946 $119 1.33% 60.0 8.38% 0.59%
ARITHMETIC AVERAGE 1978-2001: 3.23% $43. 11.14% 2.19%
WEIGHTED AVERAGE 1978-2001: 4.35% 3.16%

Notes

(8) Excludes defaulted issues.

(b) Default | loss rate adjusted for fallen angelsis 7.758%

Source: Authors Compilations
Source: Figure1and 9

(b)



FIGURE 11

WEIGHTED AVERAGE RECOVERY RATESON DEFAULTED DEBT
BY SENIORITY PER $100 FACE AMOUNT (1978 - 2002 Y TD)

Default Senior Secured | Senior Unsecured | Senior Subordinated | Subordinated Discount and |All Seniorities
Y ear Zero Coupon
No. $ No. $ No. $ No. $ No. $ No. $
2002 Q3 23 $49.04 | 212 $25.10 18 $33.06 0 $0.00 23 $31.34 | 276  $24.94
2001 9 $40.95 | 187 $28.84 48 $18.37 0 $0.00 37 $15.05 | 281  $25.48
2000 13 $39.58 | 47 $25.40 61 $25.96 26 $26.62 | 17 $23.61 | 164  $25.83
1999 14 $26.90 | 60 $42.54 40 $23.56 2 $13.88 | 11 $17.30 | 127 $31.14
1998 6 $70.38 | 21 $39.57 6 $17.54 0 0.00 1 $17.00 | 34 $37.27
1997 4 $74.90 | 12 $70.94 6 $31.89 1 $60.00 2 $19.00 | 25 $53.89
1996 4 $59.08 4 $50.11 9 $48.99 4 $44.23 3 $11.99 24 $51.91
1995 5 $44.64 9 $50.50 17 $39.01 1 $20.00 1 $17.50 33 $41.77
1994 5 $48.66 8 $51.14 5 $19.81 3 $37.04 1 $5.00 22 $39.44
1993 2 $55.75 7 $33.38 10 $51.50 9 $28.38 4 $31.75 32 $38.83
1992 15 $59.85 8 $35.61 17 $58.20 22 $49.13 5 $19.82 67 $50.03
1991 4 $44.12 69 $55.84 37 $31.91 38  $24.30 9 $27.89 | 157  $40.67
1990 12 $32.18 31 $29.02 38 $25.01 24  $18.83 11 $1563 | 116  $24.66
1989 9 $82.69 16 $53.70 21 $19.60 30  $23.95 76 $35.97
1988 13 $67.96 19 $41.99 10 $30.70 20  $35.27 62 $43.45
1987 4 $90.68 17 $72.02 6 $56.24 4 $35.25 31 $66.63
1986 8 $48.32 11 $37.72 7 $35.20 30  $33.39 56 $36.60
1985 2 $74.25 3 $34.81 7 $36.18 15  $41.45 27 $41.78
1984 4 $53.42 1 $50.50 2 $65.88 7 $44.68 14 $50.62
1983 1 $71.00 3 $67.72 4 $41.79 8 $55.17
1982 16 $39.31 4 $32.91 20 $38.03
1981 1 $72.00 1 $72.00
1980 2 $26.71 2 $16.63 4 $21.67
1979 1 $31.00 1 $31.00
1978 1 $60.00 1 $60.00
Total/Average | 158 $52.32 | 764 $35.18 365 $29.66 247  $31.03 | 125 $21.05 | 1659 $33.16
Median $ 55.75 $41.99 $31.91 $31.00 $17.50 $39.44

Source: Authors' Compilations from Various Deal er Quotes




Panel A: 1996 - 2002 Q3

FIGURE 12

RECOVERY RATESFOR TELECOMMUNICATIONS AND E-COMMERCE INDUSTRIES*

I ssue Default Default
| ssuer Bond Coupon Size Date Price ($)
@Track Communications Guaranteed Senior Notes 13.750 125.00 2/15/2001 38.00
360Networks, Inc. Senior Notes 12.500 175.00 6/15/2001 3.00
360Networks, Inc. Senior Notes 12.000 500.00 6/28/2001 2.50
360Networks, Inc. Senior Notes 13.000 600.00 6/28/2001 2.00
Advanced Radio Telecomm Senior Notes 14.000 135.00 3/30/2001 15.00
Arch Wireless, Inc. Senior Notes 9.500 125.00 5/23/2001 35.00
Arch Wireless, Inc. Senior Discount Notes 10.875 164.16 5/23/2001 20.00
Arch Wireless, Inc. Senior Notes 13.000 130.00 5/23/2001 21.00
Arch Wireless, Inc. Senior Notes 13.750 147.00 5/23/2001 21.00
Arch Wireless, Inc. Senior Notes 14.000 100.00 5/23/2001 35.00
BTI Telecom, Corp. Senior Notes 10.500 250.00 10/12/2001 25.50
CAl Wireless Systems, Inc. Senior Notes 12.000 12.00 7/30/1998 24.00
CAl Wireless Systems, Inc. Senior Notes 12.250 275.00 7/30/1998 24.00
Call - Net Enterprises, Inc. Senior Notes - Yankee 8.000 175.00 2/8/2001 38.00
Call - Net Enterprises, Inc. Senior Notes - Yankee 9.375 450.00 2/8/2001 36.00
Call - Net Enterprises, Inc. Senior Discount Notes - Y ankee NA 244.60 2/8/2001 32.60
Call - Net Enterprises, Inc. Senior Discount Notes - Y ankee NA 282.40 2/8/2001 31.36
Call - Net Enterprises, Inc. Senior Discount Notes - Y ankee NA 358.60 2/8/2001 31.61
CellNet Data Systems Senior Discount Notes NA 223.30 2/4/2000 12.63
CellNet Data Systems Senior Discount Notes NA 452.60 2/4/2000 17.34
Classic Cable, Inc. Guaranteed Senior Notes 9.375 150.00 8/1/2001 46.00
Classic Cable, Inc. Guaranteed Senior Notes 9.875 91.50 8/1/2001 45.00
Classic Cable, Inc. Guaranteed Senior Notes 10.500 225.00 9/1/2001 52.00
Convergent Communications, Inc. Senior Notes 13.000 160.00 4/19/2001 10.00
Covad Communications Group, Inc. Senior Subordinated Notes 12.000 425.00 8/7/2001 19.00
Covad Communications Group, Inc. Senior Notes 12.500 215.00 8/7/2001 24.00
Covad Communications Group, Inc. Senior Discount Notes NA 218.22 8/7/2001 16.37
Dolphin Telecom, PLC Senior Discount Notes NA 215.30 7127/2001 2.00
Dolphin Telecom, PLC Senior Discount Notes NA 221.50 7127/2001 1.00
e.spire Communications, Inc. Senior Discount Notes NA 305.80 3/22/2001 15.94
e.spire Communications, Inc. Senior Notes 13.750 220.00 3/22/2001 30.00
e.spire Communications, Inc. Senior Discount Notes 13.000 190.00 3/22/2001 25.00
e.spire Communications, Inc. Senior Discount Notes NA 119.70 3/22/2001 24.00
EnergisPLC Senior unsecured notes 9.75% 200.00 3/15/2002 NA
Exodus Communications, Inc. Senior Notes 10.750 375.00 9/26/2001 13.00
Exodus Communications, Inc. Senior Notes 11.250 275.00 9/26/2001 13.00
Exodus Communications, Inc. Senior Notes 11.625 998.70 9/26/2001 13.00
Exodus Communications, Inc. Senior Notes 11.625 1.30 9/26/2001 13.00
Flag Telecom Holdings, Ltd. Senior Notes 8.250 426.60 4/12/2002 28.58
Flag Telecom Holdings, Ltd. Senior Notes 8.250 3.40 4/12/2002 28.58
Flag Telecom Holdings, Ltd. Senior Notes 11.675 300.00 4/12/2002 28.58
Focal Communications, Corp. Senior Notes 11.875 275.00 10/31/2001 30.33



Panel A: 1996 - 2002 Q3

FIGURE 12

RECOVERY RATESFOR TELECOMMUNICATIONS AND E-COMMERCE INDUSTRIES*

I ssue Default Default
| ssuer Bond Coupon Size Date Price ($)
Focal Communications, Corp. Senior Discount Notes NA 235.20 10/31/2001 25.30
FWT, Inc. Senior Subordinated Notes 9.875 105.00 4/16/1999 7.00
Galaxy Telecomm L.P. Senior Subordinated Notes 12.375 120.00 9/28/2000 64.75
Geotek Communications, Inc. Senior Discount Notes NA 207.00 6/30/1998 17.00
Global Crossing, Ltd. Notes 6.000 200.00 1/28/2002 15.00
Global Crossing, Ltd. Notes 7.250 300.00 1/28/2002 11.00
Global Crossing, Ltd. Guaranteed Senior Notes 8.700 998.12 1/28/2002 15.00
Global Crossing, Ltd. Senior Notes 8.700 1.88 1/28/2002 15.00
Global Crossing, Ltd. Notes 9.000 100.00 1/28/2002 15.00
Global Crossing, Ltd. Guaranteed Senior Notes 9.125 900.00 1/28/2002 15.00
Global Crossing, Ltd. Notes 9.300 20.00 1/28/2002 15.00
Global Crossing, Ltd. Guaranteed Senior Notes 9.500 1099.40 1/28/2002 9.25
Global Crossing, Ltd. Senior Notes 9.500 0.60 1/28/2002 15.00
Global Crossing, Ltd. Guaranteed Senior Notes 9.625 800.00 1/28/2002 15.00
Global Telesystems, Inc. Senior Notes 10.875 150.00 12/15/2000 28.00
Global Telesystems, Inc. Senior Notes 11.000 68.60 12/15/2000 3.00
Global Telesystems, Inc. Senior Notes 9.875 105.00 8/15/2001 20.00
Global Telesystems, Inc. Senior Notes 11.500 264.60 8/15/2001 20.00
Globalstar LP Senior Notes 10.750 325.00 1/16/2001 13.00



FIGURE 12

RECOVERY RATESFOR TELECOMMUNICATIONS AND E-COMMERCE INDUSTRIES*

Panel A: 1996 - 2002 Q3

I ssue Default Default
| ssuer Bond Coupon Size Date Price ($)
Globalstar LP Senior Notes 11.500 300.00 1/16/2001 12.50
Globalstar LP Senior Notes 11.250 325.00 1/16/2001 8.00
Globalstar LP Senior Notes 11.375 500.00 1/16/2001 12.50
GST Telecommunications, Inc. Senior Discount Notes NA 289.80 5/17/2000 24.80
GST Telecommunications, Inc. Senior Secured Notes 13.250 265.00 5/17/2000 45.00
GST Telecommunications, Inc. Senior Subordinated Accrual Notes 12.750 165.30 5/17/2000 6.75
GST Telecommunications, Inc. Senior Discount Notes NA 370.40 5/17/2000 56.70
Heartland Wireless Communications, Inc Senior Notes 10/15/04 14.000 125.00 4/15/1998 28.50
Heartland Wireless Communications, Inc Senior Notes 4/15/03 13.000 100.00 4/15/1998 30.00
ICG Communications Corp. Senior Discount Notes NA 151.72 11/14/2000 8.00
ICG Communications Corp. Senior Discount Notes NA 393.97 11/14/2000 8.00
ICG Communications Corp. Senior Discount Notes 13.500 584.30 11/14/2000 12.00
ICG Communications Corp. Senior Discount Notes NA 521.61 11/14/2000 12.00
ICG Communications Corp. Senior Discount Notes NA 320.04 11/14/2000 8.00
1CO Globa Comm. Services, Inc. Eurobonds 15.250 107.10 7/1/1999 47.00
1CO Globa Comm. Services, Inc. Senior Notes 15.000 460.00 7/1/1999 44.00
Impsat Fiber Networks, Corp. Guaranteed Senior Notes 12.125 123.44 12/15/2001 7.25
Impsat Fiber Networks, Corp. Senior Notes 12.275 195.00 12/15/2001 7.25
Impsat Fiber Networks, Corp. Senior Notes 13.750 298.28 12/15/2001 7.25
In-Flight Phone Corp. Senior Discount Notes 14.000 285.80 1/24/1997 4.50
International Wireless Communications Senior Secured Discount Notes NA 139.00 9/3/1998 10.00
lonica Group PLC Senior Discount Notes NA 250.00 9/28/1998 3.00
lonica Group PLC Senior Notes 13.500 150.00 9/28/1998 30.00
Iridium LLC/Capital Corp. Senior Notes 13.000 0.30 7/15/1999 19.00
Iridium LLC/Capital Corp. Senior Notes 10.875 350.00 7/15/1999 19.00
Iridium LLC/Capital Corp. Senior Notes 11.250 5.60 7/15/1999 19.00
Iridium LLC/Capital Corp. Senior Notes 14.000 500.00 7/15/1999 19.00
ITC DeltaCom, Inc. Senior Notes 9.750 125.00 5/14/2002 NA
ITC DeltaCom, Inc. Senior Notes 8.875 160.00 6/25/2002 NA
ITC DeltaCom, Inc. Senior Notes 11.000 130.00 6/25/2002 NA
Knology Holdings Senior Discount Notes 11.875 379.90 9/19/2002 NA
KPN Qwest Senior Notes 8.125 450.00 5/23/2002 2.06
McLeodUSA, Inc. Senior Discount Notes NA 491.06 12/4/2001 21.00
McLeodUSA, Inc. Senior Notes 8.125 500.00 12/4/2001 24.00
McLeodUSA, Inc. Senior Notes 8.375 300.00 12/4/2001 24.00
McLeodUSA, Inc. Senior Notes 9.250 225.00 12/4/2001 24.00
McLeodUSA, Inc. Senior Notes 9.500 300.00 12/4/2001 24.00
McLeodUSA, Inc. Senior Notes 11.375 750.00 12/4/2001 24.00
McLeodUSA, Inc. Senior Notes 11.500 210.00 12/4/2001 22.00
McLeodUSA, Inc. Senior Notes 12.000 150.00 12/4/2001 22.00
Metricom, Inc. Guaranteed Senior Notes 13.000 300.00 7/2/2001 20.00
Metrocall, Inc. Senior Subordinated Notes 11.000 227.35 3/15/2001 17.00



Panel A: 1996 - 2002 Q3

FIGURE 12

RECOVERY RATESFOR TELECOMMUNICATIONS AND E-COMMERCE INDUSTRIES*

I ssue Default Default
| ssuer Bond Coupon Size Date Price ($)
Metrocall, Inc. Senior Subordinated Notes 10.375 134.97 3/15/2001 17.00
Metrocall, Inc. Senior Subordinated Notes 9.750 171.34 3/15/2001 17.00
Metrocall, Inc. - Pronet Senior Subordinated Notes 11.875 92.97 6/15/2001 17.00
Metromedia Fiber Network, Inc. Senior Notes 10.000 650.00 8/15/2001 26.50
Metromedia Fiber Network, Inc. Senior Notes 10.000 750.00 8/15/2001 26.00
Metromedia | nternational Senior Discount Notes 10.500 210.63 9/30/2002 NA
M obilemedia Communications SrSubNts '12/03 10.250 210.00 11/1/1996 44.19
M obilemedia Communications SrSubNts '11/07 9.375 250.00 11/1/1996 54.20
Motient, Corp. (American Mobile Satellite) Guaranteed Senior Notes 12.250 334.75 10/2/2001 30.33
Mpower Holding, Corp. Senior Notes 13.000 380.56 4/8/2002 NA
Mpower Holding, Corp. Senior Notes 13.000 56.12 4/8/2002 NA
Netia Holdings + Guaranteed Senior Notes 10.250 199.50 12/15/2001 17.19
Netia Holdings + Guaranteed Senior Notes 11.250 192.05 12/15/2001 17.19
Netia Holdings + Guaranteed Senior Notes 13.125 94.90 12/15/2001 17.19
Nextel International, Inc. Senior Notes 12.750 650.00 2/1/2002 7.00
Nextel Intl Inc Senior Discount Notes 12.125 729.67 5/24/2002 33.00
Nextel Intl Inc Senior Discount Notes 12.125 0.33 5/24/2002 33.00
Nextel Intl Inc Senior Discount Notes 12.125 0.33 5/24/2002 33.00
Nextel Intl Inc Senior Discount Notes 12.125 0.33 5/24/2002 33.00
Nextel Intl Inc Guaranteed Senior Notes 14.000 147.50 5/30/2002 NA
NorthPoint Communications, Inc. Senior Notes 12.875 400.00 1/16/2001 14.00
NTL, Inc. Senior Notes 9.750 1300.00 4/1/2002 41.00
NTL, Inc. Senior Notes 10.000 400.00 4/1/2002 41.00
NTL, Inc. Senior Notes 11.500 625.00 4/1/2002 41.00
NTL, Inc. Senior Notes 11.500 1050.00 4/1/2002 41.00



FIGURE 12

RECOVERY RATESFOR TELECOMMUNICATIONS AND E-COMMERCE INDUSTRIES*

Panel A: 1996 - 2002 Q3

I ssue Default Default
| ssuer Bond Coupon Size Date Price ($)
NTL, Inc. Senior Notes 11.875 500.00 4/1/2002 41.00
NTL, Inc. Senior Notes 12.375 450.00 4/1/2002 41.00
NTL, Inc. Senior Notes 12.750 277.80 4/1/2002 41.00
Optel, Inc. Senior Notes 11.500 200.00 10/28/1999 33.00
Optdl, Inc. Senior Notes 13.000 225.00 10/28/1999 33.00
Orbcomm Global LP Senior Notes 14.000 170.00 8/15/2000 15.00
Orbital Imaging Corp. Senior Notes, Ser. D 11.625 75.00 3/1/2001 13.00
Orbital Imaging Corp. Senior Notes, Ser. B 11.625 150.00 3/1/2001 13.00
Paging Network, Inc. Senior Subordinated Notes 10.125 400.00 2/1/2000 39.70
Paging Network, Inc. Senior Subordinated Notes 8.875 300.00 2/1/2000 39.70
Paging Network, Inc. Senior Subordinated Notes 10.000 500.00 2/1/2000 39.70
Pathnet Telecommunications, Inc. Senior Notes 12.250 350.00 4/2/2001 5.00
PhoneTe Tech Guaranteed Senior Notes 12.000 125.00 1/15/1999 35.00
PSINet, Inc. Senior Notes 11.500 350.00 3/21/2001 9.00
PSINet, Inc. Senior Notes 11.000 1050.00 3/21/2001 10.00
PSINet, Inc. Senior Subordinated Notes 10.500 600.00 3/21/2001 9.00
PSINet, Inc. Senior Subordinated Notes 10.000 600.00 3/21/2001 9.00
Rhythms NetConnections, Inc. Senior Notes 12.750 325.00 8/2/2001 11.00
Rhythms NetConnections, Inc. Senior Subordinated Notes 14.000 300.00 8/2/2001 3.00
Rhythms NetConnections, Inc. Senior Discount Notes NA 240.50 8/2/2001 7.21
RSL Communications PLC Guaranteed Senior Notes 12.875 100.00 3/1/2001 2.00
RSL Communications PLC Guaranteed Senior Notes 9.125 200.00 3/1/2001 3.25
RSL Communications PLC Guaranteed Senior Notes - Y ankee NA 278.00 3/16/2001 1.00
RSL Communications PLC Guaranteed Senior Notes - Y ankee 12.250 300.00 3/16/2001 8.00
RSL Communications PLC Guaranteed Senior Notes - Y ankee 10.500 200.00 3/16/2001 8.00
RSL Communications PLC Guaranteed Senior Notes - Y ankee 12.000 100.00 3/16/2001 1.00
RSL Communications PLC Guaranteed Senior Notes - Y ankee 9.875 175.00 3/16/2001 1.00
Source Media, Inc. Senior Secured Notes 12.000 91.65 5/1/2001 25.00
Spectrasite Holdings Senior Discount Notes 12.000 200.00 9/15/2002 NA
Startec Global Communications Corp. Senior Notes 12.000 160.00 11/15/2001 28.75
Teleglobe Holdings(US) Corp Guaranteed Senior Notes 7.200 600.00 5/15/2002 32.00
Teleglobe Holdings(US) Corp Guaranteed Senior Notes 7.700 400.00 5/15/2002 32.00
Telegroup, Inc. Senior Dicount Notes NA 85.60 2/10/1999 34.00
TeleHub Network Services Corp. Senior Unsecured Discount Notes 13.875 79.10 10/27/1999 13.00
Telesystem International Wireless, Inc. Senior Discount Notes NA 149.31 7/6/2001 39.15
Telesystem International Wireless, Inc. Senior Discount Notes NA 340.64 7/6/2001 39.04
Teletrac, Inc. Senior Subordinated Notes 14.000 98.40 6/9/1999 25.00
Telex Communications, Inc. Guaranteed Senior Subordinated 10.500 125.00 9/17/2001 26.00
Teligent, Inc. Senior Notes 11.500 300.00 5/21/2001 2.00
Teligent, Inc. Senior Discount Notes NA 372.66 5/21/2001 0.59
United International Holdings, Inc. Senior Discount Notes 14.000 45.45 11/15/2001 16.00
United International Holdings, Inc. Senior Discount Notes 14.000 447.42 11/15/2001 16.00



FIGURE 12
RECOVERY RATESFOR TELECOMMUNICATIONS AND E-COMMERCE INDUSTRIES*

Panel A: 1996 - 2002 Q3

I ssue Default Default
| ssuer Bond Coupon Size Date Price ($)
United International Holdings, Inc. Senior Discount Notes NA 1220.99 11/15/2001 16.00
USN Communications Senior Discount Notes NA 123.70 2/18/1999 9.00
Velocita Corp/PF Net Communications Limited ~ Senior Notes 13.750 56.60 7/20/2002 NA
Velocita Corp/PF Net Communications Limited ~ Senior Notes 13.750 168.40 7/20/2002 NA
Versatel Telecom NV Senior Notes 11.875 180.00 10/10/2001 33.35
Versatel Telecom NV Senior Notes 13.250 225.00 10/10/2001 34.36
Versatel Telecom NV Senior Notes 13.250 150.00 10/10/2001 34.36
Viatel, Inc. Senior Notes 11.500 200.00 5/2/2001 11.00
Viatel, Inc. Senior Notes 11.500 269.45 5/2/2001 11.00
Viatel, Inc. Senior Notes 11.250 400.00 5/2/2001 11.00
Viatel, Inc. Senior Discount Notes 12.500 410.20 5/2/2001 12.19
Viatel, Inc. - Econophone Senior Notes 13.500 150.00 5/2/2001 2.00
WebLink Wireless Senior Discount Notes 15.000 207.27 5/23/2001 20.00
WebLink Wireless Senior Discount Notes NA 271.01 5/23/2001 5.83
Williams Communi cations Group, Inc. Senior Notes 10.700 500.00 4/22/2002 16.00
Williams Communi cations Group, Inc. Senior Notes 10.875 1500.00 4/22/2002 16.00
Williams Communi cations Group, Inc. Senior Notes 11.700 575.00 4/22/2002 16.00
Williams Communi cations Group, Inc. Senior Notes 11.875 5.09 4/22/2002 16.00
Williams Communi cations Group, Inc. Senior Notes 11.875 419.91 4/22/2002 16.00
Winstar Communications, Inc. Senior Discount Notes NA 551.40 4/15/2001 0.42
Winstar Communications, Inc. Senior Notes 12.750 639.75 4/15/2001 1.38
Winstar Communications, Inc. Senior Notes 12.500 325.00 4/15/2001 1.38
Winstar Communications, Inc. Senior Discount Notes 14.000 8.73 4/15/2001 102.50
Winstar Communications, Inc. Senior Subordinated Notes 10.000 7.13 4/18/2001 92.00
Wireless One, Inc. Senior Notes 13.000 150.00 2/11/1999 10.00
Wireless One, Inc. Senior Discount Notes NA 175.10 2/11/1999 9.57
World Access, Inc. Senior Notes 13.250 300.00 4/4/2001 5.00
WorldCom Bonds 8.250 4600.00 7/21/2002 14.00
WorldCom Notes 7.500 4000.00 7/21/2002 14.00
WorldCom Senior Notes 6.400 2250.00 7/21/2002 14.00
WorldCom Notes 6.950 1750.00 7/21/2002 14.00
WorldCom Notes 6.500 1500.00 7/21/2002 14.00
WorldCom Notes 6.750 1250.00 7/21/2002 14.00

WorldCom Notes 8.000 1250.00 7/21/2002 14.00
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RECOVERY RATESFOR TELECOMMUNICATIONS AND E-COMMERCE INDUSTRIES*

I ssue Default Default
| ssuer Bond Coupon Size Date Price ($)
WorldCom Notes 8.250 1250.00 7/21/2002 14.00
WorldCom Senior Notes 7.750 1100.00 7/21/2002 14.00
WorldCom Notes 7.375 1000.00 7/21/2002 14.00
WorldCom Notes 7.375 1000.00 7/21/2002 14.00
WorldCom Notes 7.875 1000.00 7/21/2002 14.00
WorldCom Senior Notes 6.250 600.00 7/21/2002 14.00
WorldCom Senior Notes 7.550 600.00 7/21/2002 14.00
WorldCom Senior Notes 6.500 500.00 7/21/2002 14.00
WorldCom Debentures 7.125 500.00 7/21/2002 14.00
WorldCom Senior Notes 7.250 500.00 7/21/2002 14.00
WorldCom Senior Notes 7.750 300.00 7/21/2002 14.00
WorldCom Debentures 7.750 240.00 7/21/2002 14.00
WorldCom Notes 18.500 1512.00 7/21/2002 14.00
WorldCom/Brooks Fiber Senior Notes 10.000 9.00 7/21/2002 14.00
WorldCom/Intermedia Senior Discount Notes 11.250 319.94 7/21/2002 14.00
WorldCom/Intermedia Senior Discount Notes 11.250 319.94 7/21/2002 14.00
WorldCom/Intermedia Senior Discount Notes 11.250 319.94 7/21/2002 14.00
WorldCom/Intermedia Senior Sub Notes 12.250 246.22 7/21/2002 14.00
WorldCom/Intermedia Senior Notes 8.600 198.58 7/21/2002 14.00
WorldCom/Intermedia Senior Notes 8.500 123.89 7/21/2002 14.00
WorldCom/Intermedia Senior Notes 9.500 122.58 7/21/2002 14.00
WorldCom/Intermedia Senior Notes 8.875 116.81 7/21/2002 14.00
WorldCom/MCI Debentures 7.750 450.00 7/21/2002 14.00
WorldCom/MCI Debentures 7.500 400.00 7/21/2002 14.00
WorldCom/MCI Senior Notes 6.950 300.00 7/21/2002 14.00
WorldCom/MCI Debentures 8.250 200.00 7/21/2002 14.00
AT&T Canadalnc. Senior unsecured notes 7.650 998.64 9/15/2002 NA
AT&T Canadalnc. Senior unsecured notes 7.625 250.00 9/15/2002 NA
AT&T Canadalnc. Senior unsecured notes 7.150 96.00 9/15/2002 NA
Talton Holdings Senior unsecured notes 11.000 115.00 4/24/1900 NA
XO Communications, Inc. Senior Discount Notes NA 334.02 12/1/2001 11.50
XO Communications, Inc. Senior Notes 9.000 335.00 12/1/2001 17.00
XO Communications, Inc. Senior Notes 9.625 400.00 12/1/2001 17.00
XO Communications, Inc. Senior Notes 10.500 1.83 12/1/2001 17.00
XO Communications, Inc. Senior Notes 10.500 398.17 12/1/2001 17.00
XO Communications, Inc. Senior Notes 10.750 675.00 12/1/2001 17.00
XO Communications, Inc. Senior Notes 10.750 500.00 12/1/2001 17.00
XO Communications, Inc. Senior Notes 12.500 350.00 12/1/2001 17.00



FIGURE 12

RECOVERY RATESFOR TELECOMMUNICATIONS AND E-COMMERCE INDUSTRIES*

Panel A: 1996 - 2002 Q3

I ssue Default Default
| ssuer Bond Coupon Size Date Price ($)
XO Communications, Inc. Senior Notes 12.750 150.00 12/1/2001 17.00
XO Communications, Inc. Senior Discount Notes NA 572.58 12/1/2001 11.50
XO Communications, Inc. Senior Discount Notes NA 457.18 12/1/2001 11.50
76 Firms 94231.58 AveragePrice $ 19.87
245 |ssues
Weighted Average Price $ 15.09

Standard Deviation $ 14.13



PANEL B: 1998 - 2002 By Year

AVERAGE RECOVERY WEIGHTED

YEAR NUMBER OF ISSUES PRICE AVERAGE
1998 8 $20.81 $18.84
1999 16 $23.47 $25.58
2000 18 $24.50 $24.69
2001 118 $18.69 $16.07

2002 - Q3 78 $19.09 $11.64
238 $19.65 $16.00

* Includes Wireless Equipment and Satellite Telecommunication Companies in addition to Telecommunication Service Companies.

Source: Authors compilation from various Dealer Quotes.



FIGURE 13

DISTRESSED (a) AND DEFAULTED DEBT ASA
PERCENTAGE OF TOTAL HIGH YIELD DEBT MARKET
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(a) Defined as yield-to-maturity spread greater than or equal to 1000bp over comparable Treasuries.

Source: Salomon Smith Barney and NY U Salomon Center
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ESTIMATED FACE AND MARKET VALUESOF DEFAULTED AND DISTRESSED DEBT
2001-2002 ($ billion)

Public Debt
Defaulted

Distressed
Total Public

Private Debt
Defaulted

Distressed
Total Public

Total Public and Private

12/31/2001
$ 96.3
$ 160.6
$ 256.9
$ 158.9
$ 265.0
$ 423.9
$ 680.8

Face Value

(1) For 12/31/01, we use a private/public ratio of 1.65.

(2) For 9/15/02, we use a private/public ratio of 1.40.

FIGURE 14

9/30/2002
$ 162.7
$ 205.9
$ 368.6
$ 227.6
$ 288.3
$ 515.9
$ 884.5

12/31/2001
$ 24.1
$ 80.3
$ 104.4
$ 95.3
$ 198.8
$ 294.1
$ 398.5

Market Value

xFace Value

0.25

0.50

0.60

0.75

9/30/2002
$ 325
$ 103.0
$ 135.5
$ 136.6
$ 216.2
$ 352.8
$ 488.3

xFace Value

0.20

0.50

0.60

0.75

Sources: Estimated by Professor Edward Altman, NYU Stern School of Business from Salomon Smith Barney’s High Yield Bond Database, NYU Salomon Center Defaulted Bond and

Bank Loan Database.



FIGURE 15

SIZE OF THE DEFAULTED AND DISTRESSED DEBT MARKET ($ Billions)
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FIGURE 16

ANNUAL RETURNS, YIELDSAND SPREADS
ON TEN-YEAR TREASURY (TREAYS)

AND HIGH YIELD (HY) BONDS (a)
(1978 - 2002 Q3)

RETURN(%) PROMISED YIELD(%)
YEAR HY TREAS  SPREAD HY  TREAS SPREAD
2002-Q3  (9.30) 15.40 (24.70) 13.70 3.60 10.10
2001 5.44 4.01 1.43 12.31 5.04 7.27
2000 (5.68) 14.45 (20.13) 14.56 5.12 9.44
1999 1.73 (8.41) 10.14 11.41 6.44 4.97
1998 4.04 12.77 (8.73) 10.04 4.65 5.39
1997 14.27 11.16 3.11 9.20 5.75 3.45
1996 11.24 0.04 11.20 9.58 6.42 3.16
1995 22.40 23.58 (1.18) 9.76 5.58 4.18
1994 (2.55) (8.29) 5.74 11.50 7.83 3.67
1993 18.33 12.08 6.25 9.08 5.80 3.28
1992 18.29 6.50 11.79 10.44 6.69 3.75
1991 43.23 17.18 26.05 12.56 6.70 5.86
1990 (8.46) 6.88 (15.34) 18.57 8.07 10.50
1989 1.98 16.72 (14.74) 15.17 7.93 7.24
1988 15.25 6.34 8.91 13.70 9.15 4.55
1987 4.57 (2.67) 7.24 13.89 8.83 5.06
1986 16.50 24.08 (7.58) 12.67 7.21 5.46
1985 26.08 31.54 (5.46) 13.50 8.99 4.51
1984 8.50 14.82 (6.32) 14.97 11.87 3.10
1983 21.80 2.23 19.57 15.74 10.70 5.04
1982 32.45 42.08 (9.63) 17.84 13.86 3.98
1981 7.56 0.48 7.08 15.97 12.08 3.89
1980 (1.00) (2.96) 1.96 13.46 10.23 3.23
1979 3.69 (0.86) 4.55 12.07 9.13 2.94
1978 7.57 (1.12) 8.68 10.92 8.11 2.81
ARITHMETIC ANNUAL AVERAGE:
|1978-2001  11.13 9.28 1.86 12.87 8.01 4.86 |
COMPOUND ANNUAL AVERAGE:
|1978-2001  10.50 8.62 1.88 |

(8 End of year yields, except for 2002

Source: Salomon Smith Barney Inc.'s High Yield Composite I ndex.



APPENDIX A

2002 DEFAULTED CORPORATE STRAIGHT DEBT

Outstanding

Coupon Maturity Amount Default
Company Bond Issue (%) Date ($MM) Date
AAl .Fostergrant Inc. Guaranteed Senior Notes 10.750 7/15/2006 51.9 1/15/2002
Adelphia Business Solutions, Inc. Senior Notes 12.250 9/1/2004 250.0 3/1/2002
Adelphia Business Solutions, Inc. Senior Subordinated Notes 12.000 11/1/2007 300.0 3/27/2002
Adelphia Business Solutions, Inc. Senior Discount Notes 13.000 4/15/2003 326.9 3/27/2002
Adelphia Communications Corp. Senior Notes 10.250 11/1/2006 500.0 6/25/2002
Adelphia Communications Corp. Senior Notes 10.250 6/15/2011 1000.0 6/25/2002
Adelphia Communications Corp. Senior Notes 10.875 10/1/2010 750.0 6/25/2002
Adelphia Communications Corp. Senior Notes 7.875 5/1/2009 300.0 6/25/2002
Adelphia Communications Corp. Senior Notes 7.750 1/15/2009 300.0 6/25/2002
Adelphia Communications Corp. Senior Notes 7.500 1/15/2004 100.0 6/25/2002
Adelphia Communications Corp. Senior Notes 8.125 7/15/2003 150.0 6/25/2002
Adelphia Communications Corp. Senior Notes 8.375 2/1/2008 299.4 6/25/2002
Adelphia Communications Corp. Senior Notes 9.250 10/1/2002 325.0 6/25/2002
Adelphia Communications Corp. Senior Notes 10.500 7/15/2004 150.0 6/25/2002
Adelphia Communications Corp. Senior Notes 9.875 3/1/2007 350.0 6/25/2002
Adelphia Communications Corp. Senior Notes 9.500 2/15/2004 31.8 6/25/2002
Adelphia Communications Corp. Notes 9.875 3/1/2005 130.0 6/25/2002
Adelphia Communications Corp. Senior Notes 8.375 12/15/2004 100.0 5/15/2002
Adelphia Communications Corp. Senior Notes 8.875 1/15/2007 250.0 5/15/2002
Adelphia Communications Corp. Senior Notes 9.375 11/15/2009 496.0 5/15/2002
Advanced Glassfiber YarnsLLC Senior subordinated notes 9.875 1/15/2009 150.0 7/15/2002
Advantica Restaurant Group, Inc. Senior Notes 11.250 1/15/2008 529.6 3/1/2002
AEI Resources, Inc. Guaranteed Senior Notes 10.500 12/15/2005 200.0 2/28/2002
AEI Resources, Inc. Senior Subordinated Notes 11.500 12/15/2006 150.0 2/28/2002
Aetna lndustries, Inc. Senior Notes 11.875 10/1/2006 85.0 2/11/2002
Anchor Glass Container Corp. Senior Notes 11.250 4/1/2005 150.0 4/15/2002
Anchor Glass Container Corp. Senior Notes 9.875 3/15/2008 50.0 3/15/2002
Anker Coal Group Inc. Senior secured secon priority notes series B 14.250 9/1/2007 925 4/1/2002
Archibald Candy, Corp. Guaranteed Senior Notes 10.250 7/1/2004 170.0 1/1/2002
AT&T Canada Inc. Senior unsecured notes 7.650 9/15/2006 998.6 9/15/2002
AT&T CanadaInc. Senior unsecured notes 7.625 3/15/2005 250.0 9/15/2002
AT&T CanadaInc. Senior unsecured notes 7.150 9/23/2004 96.0 9/15/2002
Atlantic Express Transportation Corp. Company Guarantee 10.750 2/1/2004 120.0 8/1/2002
Atlantic Express Transportation Corp. Company Guarantee 10.750 2/1/2004 120.0 8/1/2002
Atlantic Express Transportation Corp. Company Guarantee 10.750 2/1/2004 120.0 8/1/2002
Avado Brands|Inc. Senior Subordinate Notes 11.750 6/15/2009 100.0 6/4/2002
Avado Brands Inc./ Apple South Senior Notes 9.750 6/1/2006 125.0 6/1/2002
BGF Industries Senior Subordinated Notes 10.250 1/15/2009 100.0 7/16/2002
Budget Group, Inc. Senior Notes 9.125 4/1/2006 400.0 4/1/2002
CarrierlInternational SA. Senior unsecured notes 13.250 2/15/2009 160.0 2/12/2002
CarrierlInternational SA. Senior unsecured notes 13.250 2/15/2009 160.0 2/12/2002
Century Communications Senior Discount Notes 0.000 1/15/2008 605.0 6/10/2002
Century Communications Senior Discount Notes 0.000 1/15/2008 605.0 6/10/2002
Century Communications Senior Discount Notes 0.000 1/15/2008 605.0 6/10/2002
Century Communications Senior Discount Notes 0.000 3/15/2003 444.0 6/10/2002
Century Communications Senior Notes 9.500 3/1/2005 250.0 6/10/2002
Century Communications Senior Notes 8.750 10/1/2007 225.0 6/10/2002
Century Communications Senior Notes 8.375 12/15/2007 100.0 6/10/2002
Century Communications Senior Notes 8.875 1/15/2007 250.0 5/15/2002
Century Communications Senior Notes 8.375 11/15/2017 100.0 5/15/2002
Completel Europe, NV Guaranteed Senior Notes 14.000 2/15/2009 1475 5/30/2002
Condor SystemsLtd. Company Guarantee 11.875 5/1/2009 99.9 7/29/2002
Conseco Inc. Notes 8.750 2/9/2004 421.7 9/12/2002
Conseco Inc. Company Guarantee 8.750 8/9/2006 366.3 9/12/2002
Conseco Inc. Senior Notes 8.125 2/15/2003 95.3 9/12/2002
Conseco Inc. Notes 6.400 2/10/2003 2351 9/12/2002
Conseco Inc. Company Guarantee 6.400 2/10/2004 448 9/12/2002
Contour Energy (Kelley) Company Guarantee 10.300 4/15/2003 100.0 7/15/2002
Contour Energy (Kelley) Company Guarantee 14.000 10/15/2006 30.0 7/15/2002
Contour Energy (Kelley) Senior Subordinated Notes 10.375 10/15/2006 125.0 7/15/2002
Contour Energy (Kelley) Company Guarantee 10.375 4/15/2003 125.0 7/15/2002
Contour Energy Company Senior Secured Notes 14.000 4/15/2003 155.0 4/15/2002
Contour Energy Company Senior Subordinated Notes 10.375 10/15/2006 125.0 4/15/2002
Covanta Energy Corp./Ogden Senior unsecured debentures 9.250 3/1/2022 100.0 3/1/2002
Desa International, Inc. Guaranteed Senior Notes 9.875 12/15/2007 130.0 1/8/2002
Diva Systems Senior Discount Notes 12.625 3/1/2008 448.7 5/29/2002
Diva Systems Senior Discount Notes 13.000 5/15/2006 47.0 5/29/2002
Diva Systems Senior Discount Notes 13.000 5/15/2006 47.0 5/29/2002
Diva Systems Senior Discount Notes 13.000 5/15/2006 0.0 5/29/2002
Doe Run Resources Corp. Guaranteed Senior Notes 11.250 3/15/2005 200.0 3/15/2002
Doe Run Resources Corp. Guaranteed Senior Notes float 3/15/2003 55.0 3/15/2002
Doe Run Resources Corp. Guaranteed Senior Notes 11.250 3/15/2005 50.0 3/15/2002
Doman Industries, Ltd.? Senior Notes 8.750 3/15/2004 388.0 9/15/2002



APPENDIX A

2002 DEFAULTED CORPORATE STRAIGHT DEBT : Outstanding

oupon Maturity Amount Default
Company Bond Issue (%) Date ($MM) Date
Doman Industries, Ltd.? Senior Notes 12.000 7/1/2004 160.0 9/15/2002
Doman Industries, Ltd.? Senior Notes 8.750 3/15/2004 388.0 3/15/2002
EnergisPLC Senior unsecured notes 9.750 6/15/2009 200.0 3/15/2002
Evenflo, Co. Senior Notes 11.750 8/15/2006 110.0 2/15/2002
Exide Technologies, Inc. Senior Notes 10.000 4/15/2005 300.0 4/14/2002
Flag Telecom Holdings, Ltd. Senior Notes 8.250 1/30/2008 426.6 4/12/2002
Flag Telecom Holdings, Ltd. Senior Notes 11.675 3/30/2010 300.0 4/12/2002
Flag Telecom Holdings, Ltd. Senior Notes 8.250 1/30/1998 34 4/12/2002
Florsheim Group, Inc. Senior Notes 12.750 9/1/2002 185 3/1/2002
Formica, Corp. Senior Subordinated Notes 10.875 3/1/2009 215.0 3/5/2002
Frontiervision/ Adelphia Comunications Senior Discount Notes 11.875 9/15/2007 2315 6/25/2002
Frontiervision/ Adelphia Comunications Senior Subordinated Notes 11.000 10/15/2006 200.0 6/25/2002
Frontiervision/ Adelphia Comunications Senior Discount Notes 11.875 9/15/2007 89.2 6/25/2002
Galey & Lord, Inc. Guaranteed Senior Notes 9.125 3/1/2008 299.5 2/19/2002
Galey & Lord, Inc. Senior Subordinated Notes 9.125 3/1/2008 0.5 2/19/2002
Galey & Lord, Inc. Senior Subordinated Notes 9.125 3/1/2008 0.5 2/19/2002
Gaylord Container Corp. Senior subordinated notes 9.875 2/15/2008 40.9 3/4/2002
Gaylord Container Corp. Senior unsecured subordinated notes 9.875 2/15/2008 40.9 3/4/2002
Gaylord Container Corp. Senior unsecured subordinated notes 9.750 6/15/2007 34 3/4/2002
GenTek Inc Company Guarantee 11.000 8/1/2009 200.0 8/1/2002
Glasstech Holding Company Senior Notes 12.750 7/1/2004 70.0 1/30/2002
Global Crossing, Ltd. Guaranteed Senior Notes 9.500 11/15/2009 1099.4 1/28/2002
Global Crossing, Ltd. Guaranteed Senior Notes 8.700 8/1/2007 998.1 1/28/2002
Global Crossing, Ltd. Guaranteed Senior Notes 9.125 11/15/2006 900.0 1/28/2002
Global Crossing, Ltd. Guaranteed Senior Notes 9.625 5/15/2008 800.0 1/28/2002
Global Crossing, Ltd. Notes 9.000 8/15/2021 100.0 1/28/2002
Global Crossing, Ltd. Notes 9.300 6/1/2004 20.0 1/28/2002
Global Crossing, Ltd. Senior Notes 8.700 8/1/2007 19 1/28/2002
Global Crossing, Ltd. Senior Notes 9.500 11/15/2009 0.6 1/28/2002
Global Crossing, Ltd./ Frontier Corp Notes 7.250 5/15/2004 300.0 1/28/2002
Global Crossing, Ltd./ Frontier Corp Notes 6.000 10/15/2003 200.0 1/28/2002
Globix, Corp. Senior Notes 13.000 5/1/2005 1.0 3/1/2002
Globix, Corp. Senior Notes 12.500 2/1/2010 600.0 2/1/2002
Grant Geophysical Inc Company Guarantee 9.750 2/15/2008 436 8/15/2002
Heafner Tire Group, Inc. Guar anteed Senior Notes 10.000 5/15/2008 150.0 3/26/2002
Holley Pref Prod Company Guarantee 12.250 9/15/2007 150.0 9/23/2002
HQ Global Holdings, Inc. Senior Notes 13.500 8/15/2007 125.0 3/13/2002
HQ Global Holdings, Inc. Senior Notes 13.500 8/15/2007 0.1 3/13/2002
Hudson Respiratory Care, Inc. Senior subordinated notes 9.125 4/15/2008 115.0 4/15/2002
Insilco Holding, Co. Guaranteed Senior Notes 12.000 8/15/2007 120.0 2/15/2002
IT Group, Inc. Guaranteed Senior Notes 11.250 4/1/2009 225.0 1/16/2002
ITC DeltaCom, Inc. Senior Notes 8.875 3/1/2008 160.0 6/25/2002
ITC DeltaCom, Inc. Senior Notes 11.000 6/1/2007 130.0 6/25/2002
ITC DdtaCom, Inc. Senior Notes 9.750 11/15/2008 125.0 5/14/2002
Kaiser Aluminum Corp. Senior Notes 9.875 2/15/1949 177.0 2/12/2002
Kaiser Aluminum Corp. Senior Notes 10.875 10/15/2006 175.0 2/12/2002
Kaiser Aluminum Corp. Senior Notes 10.875 10/15/2006 50.0 2/12/2002
Kaiser Aluminum Corp. Senior Subordinated Notes 12.750 2/1/2003 400.0 2/1/2002
Kasper ASL, Ltd. Senior Notes 13.000 3/31/2004 110.0 2/5/2002
Kmart, Corp. Senior Notes 9.875 6/15/2008 430.0 1/22/2002
Kmart, Corp. Senior Notes 9.375 2/1/2006 400.0 1/22/2002
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2002 DEFAULTED CORPORATE STRAIGHT DEBT . Outstanding
oupon Maturity Amount Default

Company Bond Issue (%) Date ($MM) Date

Kmart, Corp. Senior Notes 7.950 2/1/2023 300.0 1/22/2002
Kmart, Corp. Senior Notes 8.375 12/1/2004 300.0 1/22/2002
Kmart, Corp. Notes 8.125 12/1/2006 200.0 1/22/2002
Kmart, Corp. Senior Notes 7.750 10/1/2012 200.0 1/22/2002
Kmart, Corp. Pass Thru Certificates 8.540 1/2/2015 128.1 1/22/2002
Kmart, Corp. Senior Notes 12.500 3/1/2005 100.0 1/22/2002
Kmart, Corp. Senior Notes 8.250 1/1/2022 100.0 1/22/2002
Kmart, Corp. Senior Notes 8.375 7/1/2022 100.0 1/22/2002
Kmart, Corp. Senior Secured Notes 8.800 7/1/2010 96.6 1/22/2002
Kmart, Corp. Pass Thru Certificates 9.780 1/5/2020 82.0 1/22/2002
Kmart, Corp. Pass Thru Certificates 9.350 12/20/2002 68.4 1/22/2002
Kmart, Corp. Pass Thru Certificates 8.990 7/5/2010 65.3 1/22/2002
Kmart, Corp. Lease Certificates 6.000 1/1/2008 28.6 1/22/2002
Kmart, Corp. Notes 8.960 12/10/2019 22.0 1/22/2002
Kmart, Corp. Notes 8.850 12/15/2011 22.0 1/22/2002
Kmart, Corp. Notes 9.440 7/1/2018 20.9 1/22/2002
Kmart, Corp. Notes 7.770 7/2/2002 20.0 1/22/2002
Kmart, Corp. Notes 8.190 11/24/2003 16.0 1/22/2002
Kmart, Corp. Notes 7.550 7/27/2004 11.0 1/22/2002
Kmart, Corp. Notes 8.920 11/1/2013 10.0 1/22/2002
Kmart, Corp. Notes 9.000 12/1/2020 10.0 1/22/2002
Kmart, Corp. Notes 8.100 12/16/2002 10.0 1/22/2002
Kmart, Corp. Notes 7.330 7/31/2002 9.9 1/22/2002
Kmart, Corp. Notes 7.720 6/25/2002 75 1/22/2002
Kmart, Corp. Notes 7.490 7/16/2002 7.0 1/22/2002
Kmart, Corp. Notes 8.200 11/24/2003 6.0 1/22/2002
Kmart, Corp. Notes 9.000 12/1/2003 6.0 1/22/2002
Kmart, Corp. Notes 7.740 6/25/2002 6.0 1/22/2002
Kmart, Corp. Notes 8.280 11/15/2006 5.0 1/22/2002
Kmart, Corp. Notes 8.250 11/20/2006 5.0 1/22/2002
Kmart, Corp. Notes 8.170 11/26/2004 5.0 1/22/2002
Kmart, Corp. Notes 8.130 12/16/2003 5.0 1/22/2002
Kmart, Corp. Notes 7.720 7/8/2002 5.0 1/22/2002
Kmart, Corp. Notes 7.540 7/28/2004 5.0 1/22/2002
Kmart, Corp. Notes 8.180 11/24/2003 4.0 1/22/2002
Kmart, Corp. Notes 7.760 7/2/2002 3.0 1/22/2002
Kmart, Corp. Notes 7.500 7/24/2002 3.0 1/22/2002
Kmart, Corp. Notes 7.470 7/31/2002 3.0 1/22/2002
Kmart, Corp. Notes 8.250 11/21/2006 2.0 1/22/2002
Kmart, Corp. Notes 7.760 7/1/2002 2.0 1/22/2002
Kmart, Corp. Notes 7.750 7/1/2002 2.0 1/22/2002
Kmart, Corp. Notes 7.790 7/8/2004 2.0 1/22/2002
Kmart, Corp. Notes 7.390 7/30/2003 2.0 1/22/2002
Kmart, Corp. Notes 8.260 11/20/2006 15 1/22/2002
Kmart, Corp. Notes 7.910 12/30/2003 15 1/22/2002
Kmart, Corp. Notes 12.550 7/1/2010 1.3 1/22/2002
Kmart, Corp. Notes 8.930 11/29/2016 10 1/22/2002
Kmart, Corp. Notes 7.750 7/8/2003 1.0 1/22/2002
Kmart, Corp. Notes 7.500 7/16/2002 1.0 1/22/2002
Kmart, Corp. Notes 7.490 7/29/2002 10 1/22/2002
Knology Holdings Senior Discount Notes 11.875 10/15/2007 379.9 9/19/2002
KPN Qwest Senior Notes 8.125 6/1/2009 450.0 5/23/2002
L ogix Communications Enterprises, Inc. Senior Notes 12.250 6/15/2008 86.9 2/28/2002
Mattress Discounters Corp. Senior unsecured notes 12.625 7/15/2007 140.0 7/15/2002
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Metromedia | nternational Senior Discount Notes 10.500 9/30/2007 210.6 9/30/2002
Millenium Seacarriers, Inc. Guaranteed Senior Notes 12.000 7/15/2005 100.0 1/15/2002
M power Holding, Corp. Senior Notes 13.000 4/1/2010 380.6 4/8/2002
M power Holding, Corp. Senior Notes 13.000 10/1/2004 56.1 4/8/2002
National Steel Corp. 1st. Mortgage 9.875 3/1/2009 300.0 3/6/2002
National Steel Corp. 1st. Mortgage 8.375 8/1/2006 64.5 3/6/2002
Neon Communications, Inc. Senior Notes 12.750 8/15/2008 180.0 2/15/2002
Nextel International, Inc. Senior Notes 12.750 8/1/2010 456.0 2/1/2002
Nextel Intl Inc Senior Discount Notes 12.125 4/15/2008 696.8 5/24/2002
Nextel Intl Inc Senior Discount Notes 12.125 4/15/2008 0.3 5/24/2002
Nextel Intl Inc Senior Discount Notes 12.125 4/15/2008 0.3 5/24/2002
Nextel Intl Inc Senior Discount Notes 12.125 4/15/2008 0.3 5/24/2002
NRG Energy Inc. Senior unsecured notes 8.250 9/15/2010 350.0 9/15/2002
NRG Energy Inc. - NRG South Central GeneratingLLC  Senior secured bonds series A 8.962 3/15/2016 450.8 9/15/2002
NRG Energy Inc. - NRG South Central GeneratingLLC  Senior secured bonds seriesB 9.479 9/15/2024 300.0 9/15/2002
NTL Inc/Diamond Cable Communications PLC Senior unsecured discount notes 11.750 12/15/2005 518.6 4/1/2002
NTL Inc/Diamond Cable Communications PLC Senior unsecured discount notes 10.750 2/15/2007 404.4 4/1/2002
NTL Inc/Diamond Cable Communications PLC Senior unsecured discount notes 13.250 9/30/2004 267.5 4/1/2002
NTL Inc/Diamond Cable Communications PLC Senior unsecured notes 9.125 2/1/2008 109.9 4/1/2002
NTL, Inc. Senior Notes 9.750 4/1/2008 1299.0 4/1/2002
NTL, Inc. Senior Notes 11.500 2/1/2006 1050.0 4/1/2002
NTL, Inc. Senior Notes 11.500 10/1/2008 625.0 4/1/2002
NTL, Inc. Senior Notes 11.875 10/1/2010 500.0 4/1/2002
NTL, Inc. Senior Notes 12.375 10/1/2008 450.0 4/1/2002
NTL, Inc. Senior Notes 10.000 2/15/2007 400.0 4/1/2002
NTL, Inc./Intl Cable Tel Senior Notes 12.750 4/15/2005 277.8 4/1/2002
Olympus Communications/ Adelphia Comm Senior Notes 10.625 11/15/2006 200.0 5/15/2002
Orius, Corp. Guaranteed Senior Notes 12.750 2/1/2010 150.0 2/1/2002
Panaco Inc, Senior Notes 10.625 10/1/2004 99.5 7/16/2002
Pentacon, Inc Guaranteed Senior Notes 12.250 4/1/2009 100.0 4/1/2002
Pinnacle Holdings Senior Discount Notes 10.000 3/15/2008 3154 5/21/2002
Polymer Group, Inc. Guaranteed Senior Notes 9.000 7/1/2007 400.0 1/2/2002
Polymer Group, Inc. Guaranteed Senior Notes 8.750 3/1/2008 200.0 1/2/2002
Pueblo Xtra International Inc. Senior unsecured notes 9.500 8/1/2003 121.9 8/1/2002
Pueblo Xtra International Inc. Senior unsecured notes series B 9.500 8/1/2003 55.4 8/1/2002
SF Holdings Group Inc. Senior secured notes 12.75% 3/15/2008 144.0 3/1/2002
Simonds Industries, Inc. Guaranteed Senior Notes 10.250 7/1/2008 100.0 1/1/2002
Spectrasite Holdings Senior Discount Notes 12.000 7/15/2008 200.0 9/15/2002
Talton Holdings Senior unsecured notes 11.000 6/30/2007 115.0 7/1/2002
Teleglobe Holdings(US) Corp Guaranteed Senior Notes 7.200 7/20/2009 600.0 5/15/2002
Teleglobe Holdings(US) Corp Guaranteed Senior Notes 7.700 7/20/2029 400.0 5/15/2002
Tri-Union Company Guarantee 12.500 6/1/2006 110.0 6/1/2002
Tri-Union Company Guarantee 12.500 6/1/2006 110.0 6/1/2002
Tri-Union Company Guarantee 12.500 6/1/2006 110.0 6/1/2002
United Intl Holdings, Inc. Senior Discount Notes 10.750 2/15/2008 1375.0 2/1/2002
United Intl Holdings, Inc. Senior Notes 10.875 8/1/2009 800.0 2/1/2002
United Intl Holdings, Inc. Senior Notes 11.250 2/1/2010 600.0 2/1/2002
United Intl Holdings, Inc. Senior Notes 11.500 2/1/2010 300.0 2/1/2002
United Pan-Europe Communications NV 0/12.5s'09 125 8/1/2009 735.0 2/1/2002
United Pan-Europe Communications NV 0/13.375s'09 13.375 8/1/2009 478.0 2/1/2002



APPENDIX A

2002 DEFAULTED CORPORATE STRAIGHT DEBT : Outstanding

oupon Maturity Amount Default
Company Bond Issue (%) Date ($MM) Date
United Pan-Europe Communications NV 0/13.75s'10 13.75 2/1/2010 1000.0 2/1/2002
US Airways Group Inc. - ETC Repackaging Trust, Series 1 Equipment trust certificates series NA 7/18/2010 14.3 8/11/2002
US Airways Group Inc. - ETC Repackaging Trust, Series 1 Equipment trust certificates seriesC 9.503 7/18/2010 6.6 8/11/2002
US Airways Group Inc. - Piedmont Aviation Inc. Equipment trust certificates seriesABC 12.000 7/15/2010 19.7 7/15/2002
US Airways Group Inc. - US Airways Inc. Equipment trust certificates series 1989 A 9.330 1/1/2006 168.8 8/11/2002
US Airways Group Inc. - US Airways Inc. Equipment trust certificates series 1987 E 10.450 1/15/2011 10.9 8/11/2002
US Airways Group Inc. - US Airways Inc. Equipment trust certificates series 1987 C 10.450 1/15/2011 10.8 8/11/2002
US Airways Group Inc. - US Airways Inc. Equipment trust certificates series 1987 A 10.450 1/15/2011 10.8 8/11/2002
US Airways Group Inc. - US Airways Inc. Equipment trust certificates series 1987 F 10.450 1/15/2011 10.8 8/11/2002
US Airways Group Inc. - US Airways Inc. Equipment trust certificates series 1987 D 10.450 1/15/2011 10.7 8/11/2002
US Airways Group Inc. - US Airways Inc. Equipment trust certificates series 1987 B 10.450 1/15/2011 10.0 8/11/2002
US Airways Group Inc. - US Airways Inc. Equipment trust certificates seriesE - L 10.900 1/1/2010 9.4 8/11/2002
US Airways Group Inc. - US Airways Inc. Equipment trust certificates series 1988 A - D 10.050 7/15/2010 7.8 8/11/2002
Velocita Corp/PF Net Communications Limited Senior Notes 13.750 5/15/2010 168.4 7/20/2002
Velocita Corp/PF Net Communications Limited Senior Notes 13.750 5/15/2010 56.6 7/20/2002
Verado Holdings, Inc. Senior Discount Notes 13.000 4/15/2008 364.5 2/15/2002
Viasystems Group Inc. Senior subordinated notes 9.750 6/1/2007 400.0 6/1/2002
Viasystems Group Inc. Senior subordinated notes series B 9.750 6/1/2007 100.0 6/1/2002
Weirton Steel, Corp. Senior Notes 11.375 7/1/2004 125.0 1/2/2002
Williams Communications Group, Inc. Senior Notes 10.875 10/1/2009 1500.0 4/22/2002
Williams Communications Group, Inc. Senior Notes 11.700 8/1/2008 575.0 4/22/2002
Williams Communications Group, Inc. Senior Notes 10.700 10/1/2007 500.0 4/22/2002
Williams Communications Group, Inc. Senior Notes 11.875 8/1/2010 419.9 4/22/2002
Williams Communications Group, Inc. Senior Notes 11.875 8/1/2010 5.1 4/22/2002
Windsor Woodmont Black Hawk Resort Corp. Senior secured first mortgage notes 13.000 3/15/2005 100.0 9/15/2002
WKI Holdings Senior Subordinated Notes 9.625 5/1/2008 200.0 5/1/2002
WorldCom Bonds 8.250 5/15/1931 4600.0 7/21/2002
WorldCom Notes 7.500 5/15/2011 4000.0 7/21/2002
WorldCom Senior Notes 6.400 8/15/2005 2250.0 7/21/2002
WorldCom Notes 6.950 8/15/2028 1750.0 712172002
WorldCom Notes 6.500 5/15/2004 1500.0 7/21/2002
WorldCom Notes 8.000 5/15/2006 1250.0 7/21/2002
WorldCom Notes 8.250 5/15/2010 1250.0 7/21/2002
WorldCom Notes 6.750 5/15/2008 1250.0 7/21/2002
WorldCom Senior Notes 7.750 4/1/2007 1100.0 7/21/2002
WorldCom Notes 7.875 5/15/2003 1000.0 7/21/2002
WorldCom Notes 7.375 1/15/2003 1000.0 7/21/2002
WorldCom Notes 7.375 1/15/2006 1000.0 7/21/2002
WorldCom Senior Notes 7.550 4/1/2004 600.0 7/21/2002
WorldCom Senior Notes 6.250 8/15/2003 600.0 7/21/2002
WorldCom Debentures 7.125 6/15/2027 500.0 7/21/2002
WorldCom Senior Notes 6.500 4/15/2010 500.0 7/21/2002
WorldCom Senior Notes 7.250 5/15/2008 500.0 7/21/2002
WorldCom Senior Notes 7.750 4/1/2027 300.0 7/21/2002
WorldCom Debentures 7.750 3/15/2024 240.0 7/21/2002
WorldCom/Brooks Fiber Senior Notes 10.000 6/1/2007 9.0 7/21/2002
WorldCom/Intermedia Senior Discount Notes 11.250 7/15/2007 319.9 7/21/2002
WorldCom/Intermedia Senior Discount Notes 11.250 7/15/2007 319.9 7/21/2002
WorldCom/Intermedia Senior Discount Notes 11.250 7/15/2007 319.9 7/21/2002
WorldCom/Intermedia Senior Sub Notes 12.250 3/1/2009 246.2 7/21/2002
WorldCom/Intermedia Senior Notes 8.600 6/1/2008 198.6 7/21/2002
WorldCom/Intermedia Senior Notes 8.500 1/15/2008 1239 7/21/2002
WorldCom/Intermedia Senior Notes 9.500 3/1/2009 122.6 7/21/2002
WorldCom/Intermedia Senior Notes 8.875 11/1/2007 116.8 7/21/2002



APPENDIX A

2002 DEFAULTED CORPORATE STRAIGHT DEBT . Outstanding
oupon Maturity Amount Default
Company Bond Issue (%) Date ($MM) Date
WorldCom/MCI Debentures 7.750 3/23/2025 450.0 7/21/2002
WorldCom/MCI Debentures 7.500 8/20/2004 400.0 7/21/2002
WorldCom/MCI Senior Notes 6.950 8/15/2006 300.0 7/21/2002
WorldCom/MCI Debentures 8.250 1/20/2023 200.0 7/21/2002
York Research Corp Senior Secured Notes 12.000 10/30/2007 150.0 6/7/2002
Ziff DavisMedia Company Guarantee 12.000 7/15/2010 250.0 7/15/2002
Less: ® Outstanding Amountsin Grace Period -388.0
Total 83,086.1
Total Number of Issues 288
Total Number of Companies 92

* Coupon isin grace period.



APPENDIX B

QUARTERLY DEFAULT RATE COMPARISON: ALTMAN/SBC VS.MOODY'S
HIGH YIELD DEBT MARKET 1990 - 2002 Q3

PAR VALUE DEB'EBT DEFAULTElI QUARTERLY \LTMAN/NYU-SC MOODY'S
OUTSTANDING BY QUARTER DEFAULT 12M MOVING 12M MOVING
QUARTER ($BILLIONS)  ($BILLIONYS) RATES (%) AVERAGE AVERAGE

1990 1Q $185.00 $4.16 2.25% 6.51%
2Q $185.00 2,51 1.36% 7.93%
3Q $181.00 6.01 3.32% 8.99%
4Q $181.00 5.67 3.13% 10.14% 9.74%
$18.35
1991 1Q $182.00 $8.74 4.80% 12.67% 12.28%
2Q $182.00 2.75 1.51% 12.73% 13.00%
3Q $183.00 5.01 2.74% 12.18% 11.97%
4Q $183.00 2.36 1.29% 10.31% 10.42%
$18.86
1992 1Q $183.20 $3.33 1.82% 7.35% 7.76%
2Q 151.10 1.26 0.83% 6.52% 6.19%
3Q 163.00 0.37 0.23% 4.84% 5.58%
4Q 151.89 0.59 0.39% 3.40% 5.16%
$5.55
1993 1Q $193.23 $0.38 0.20% 1.71% 4.98%
2Q 193.23 1.33 0.69% 1.39% 4.59%
3Q 206.91 0.05 0.03% 1.22% 4.23%
4Q 190.42 0.52 0.27% 1.10% 3.84%
$2.29
1994 1Q $232.60 $0.67 0.29% 1.35% 3.14%
2Q 230.00 0.16 0.07% 0.60% 2.02%
3Q 235.00 0.41 0.17% 0.76% 2.33%
4Q 235.00 2.18 0.93% 1.45% 2.07%
$3.42
1995 1Q $240.00 $0.17 0.07% 1.24% 1.40%
2Q 240.00 1.68 0.70% 1.85% 2.39%
3Q 240.00 0.98 0.41% 2.09% 2.70%
4Q 240.00 172 0.72% 1.90% 3.65%
$4.55
1996 1Q $255.00 $0.44 0.17% 2.01% 3.80%
2Q $255.00 $0.89 0.35% 1.58% 3.08%
3Q $271.00 $0.41 0.15% 1.36% 2.29%
4Q $271.00 $1.59 0.59% 1.23% 1.93%
$3.34
1997 1Q $296.00 $1.85 0.63% 1.75% 1.85%
2Q $318.40 $0.60 0.19% 1.51% 1.89%
3Q $335.40 $1.48 0.44% 1.74% 2.40%
4Q $335.40 $0.27 0.08% 1.25% 2.17%
$4.20
1998 1Q $379.00 $2.37 0.63% 1.41% 2.66%
2Q $425.70 $1.22 0.29% 1.41% 2.99%
3Q $465.50 $1.62 0.35% 1.29% 2.75%
4Q $481.60 $2.26 0.47% 1.60% 3.81%

$7.46



1999

2000

2001

2002

1Q
2Q
3Q
4Q

1Q
2Q
3Q
4Q

2Q
3Q
4Q

1Q
2Q
3Q

$515.00
$537.20
$567.40
$580.00

$584.00
$595.60
$597.50
$608.15

$613.20
$648.60
$649.00
$647.70

$669.00
$674.00
$757.00

$4.76
$8.42
$5.24
$5.11
$23.53

$6.06
$9.97
$4.32
$9.95
$30.29

$18.07
$12.82
$14.65
$18.07
$63.61

$18.54
$27.07
$37.48
$83.09

0.92%
1.57%
0.92%
0.88%

1.04%
1.67%
0.72%
1.64%

2.95%
1.98%
2.26%
2.79%

2.77%
4.02%
4.95%

2.05%
3.31%
3.85%
4.15%

4.28%
4.52%
4.27%
5.07%

6.96%
7.37%
8.56%
9.80%

9.89%
11.71%
15.01%

Source: Altman (1990 - 2002), Salomon Smith Barney and Moody's (New York).

3.87%
5.12%
5.91%
5.77%

5.69%
5.52%
5.23%
5.65%

7.42%

7.92%

9.17%
10.19%

10.35%
10.28%
9.23%



APPENDIX C

Chapter 11 filingsin 2002 (YTD)

List by liability size - liabilities greater than $100 million

WORLDCOM INC.

ADELPHIA COMMUNIATIONS CORP.
GLOBAL CROSSING, LTD.

NTL, INC.

USAIRWAYS GROUP

KMART

WILLIAMS COMMUNICATIONS GROUP, INC.
XO COMMUNICATIONS, INC.
MCLEOD USA, INC.

BUDGET GROUP

METROMEDIA FIBER NETWORK,INC
GLOBALSTARL.P.

KAISER ALUMINUM, CORP.

FLAG TELECOM HOLDINGS, LTD.
COVANTA ENERGY, CORP.

NEXTEL INTERNATIONAL Inc.

AEI RESOURCES, INC.

EXIDE TECHNOLOGIES, INC.
FARMLAND INDUSTIES

CENTURY COMMUNICATIONS CORP
NATIONAL STEEL CORP.

DADE BEHRING HOLDINGSINC
ADELPHIA BUSINESS SOLUTIONS, INC.
IMPSAT FIBER NETWORKS, INC.

IT GROUP, INC.

WKI HOLDING COMPANY, INC
PINNACLE HOLDINGS

METROCALL

STOCKWALK GROUP, INC.
FORMICA, CORP.

OXFORD AUTOMOTIVE, INC.
FRONTLINE CAPITAL GROUP
GALEY & LORD, INC.
CONSOLIDATED FREIGHTWAYS CORPORATION
SLI INC.

GLOBIX, CORP.

SPECIAL METALS, CORP.
BIRMINGHAM STEEL CORP
PEREGRINE SYSTEMSINC
MOTIENT, CORP.

APW LTD

ANCHOR GLASS CONTAINER, CORP.
GENEVA STEEL HOLDINGS
MPOWER HOLDING, CORP.
BENEDEK COMMUNICATIONS, CORP.
LEINER HEALTH PRODUCTS, INC.
KNOLOGY BROADBAND

Jul-02
Jun-02
Jan-02

May-02
Aug-02

Jan-02
Apr-02
Jun-02
Jan-02

Aug-02
May-02

Feb-02
Feb-02
Apr-02
Apr-02

May-02

Feb-02

Apr-02
May-02
Jun-02
Mar-02
Aug-02
Mar-02
Jun-02
Jan-02
May-02
May-02
Jun-02
Feb-02
Mar-02

Jan-02
Jun-02
Feb-02
Sep-02
Sep-02

Mar-02
Mar-02
Jun-02

Sep-02

Jan-02
May-02
Apr-02

Sep-02

Apr-02
Mar-02

Feb-02

Sep-02

R S R - S O SR I - S - - N Y- S-S - S - A < A I - - - - o R R - - - A e R R A S -

45,984.00
17,349.10
14,639.00
14,134.00
10,640.00
10,263.00
7,153.80
5,851.06
4,419.20
4,333.61
4,007.00
3,328.40
3,129.40
3,046.74
3,031.40
3,000.00
2,746.20
2,524.20
2,351.50
2,229.60
2,118.90
1,808.60
1,654.30
1,216.00
1,086.55
1,002.35
950.60
936.98
903.48
816.50
771.32
760.13
755.10
732.50
725.80
716.68
666.83
653.97
614.00
610.10
587.69
578.38
570.80
518.29
515.30
497.41
454.78



KELLSTROM INDUSTRIES, INC. Feb-02  $ 432.00
GUILFORD MILLS, INC. Mar-02  $ 409.60
PHYCOR, INC. Jan-02  $ 406.84
ZILOG, INC. Feb-02  $ 381.50
DESA HOLDINGS CORP Jun-02  $ 360.90
DIVA SYSTEMS May-02  $ 337.86
PRANDIUM, INC May-02  $ 336.50
VERADO HOLDINGS, INC. Feb-02  $ 335.06
AMERICAN HOME PATIENT Aug-02  $ 322.00
VELOCITA Jul-02 % 313.00
COHO ENERGY, INC. Feb-02  $ 304.76
COMPLETEL EUROPE,NV May-02  $ 297.70
USINTERNETWORKING, INC. Jan-02  $ 290.96
USAGGREGATES, INC. Mar-02  $ 289.60
CONTOUR ENERGY CO. Jul-02  $ 272.10
KASPER ASL, LTD. Feb-02  $ 255.15
NETWORK PLUS, CORP. Feb-02  $ 250.91
NEON COMMUNICATIONS INC. Jun-02  $ 245.90
ORBITAL IMAGING, CORP. Apr-02  $ 242,69
LOGIX COMMUNICATIONS ENTERPRISES, INC. Feb-02  $ 238.29
HARVARD INDUSTRIES, INC. Jan-02  $ 234.34
JACOBSON STORES, INC. Jan-02 % 225.49
YORK RESEARCH CORP Jun-02  $ 217.05
BIRCH TELECOM Aug-02 $ 214.83
ARCHIBALD CANDY CORP Jun-02  $ 212.84
PENTACON May-02  $ 19051
NEWCOR, INC. Feb-02  $ 186.61
HCI DIRECT, INC. Apr-02  $ 180.33
PANACO INC. Jul-02 % 170.25
INTERNATIONAL FIBERCOM, INC. Feb-02  $ 168.90
PROVELL, INC May-02  $ 16151
FLORSHEIM GROUP, INC. Mar-02  $ 156.77
INTERLIANT Aug-02 $ 145.70
PRESIDENT CASINOS, INC. Jun-02  $ 141.66
ICH CORP. Feb-02  $ 136.75
QUESTRON TECHNOLOGY, INC. Feb-02  $ 131.03
NEW POWER HOLDINGS, INC. Jun-02  $ 116.60
EARTHCARE, CO. Apr-02  $ 104.81
NAPSTER, INC Jun-02  $ 100.00
TELEGLOBE HOLDINGS(US) CORP. May-02  $ 100.00
HOULHAN'S RESTAURANTS, INC. Jan-02 % 100.00
AETNA INDUSTRIES, INC. Feb-02  $ 100.00

$  197,299.77

Note: Financia Insititutions are not included in thislist.
Source: Authors Compilations



COMPANY

AAIl .Fostergrant, Inc.
Adelphia Business Solutions, Inc.
Advanced Glassfiber YarnsLLC

Advantica Restaurant Group, Inc.

AEI Resources, Inc.

Aetna Industries, Inc.
American Home Patient
Anchor Glass Container, Corp.
Anker Coal Group Inc.
Archibald Candy, Corp.
AT&T Canada Inc.

Atlantic Express Transportation Corp.

Avado Brands|Inc.

BGF Industries

Birch telecom

Budget Group

Budget Group, Inc.
Carrierlinternational SA.
Completel Europe, NV
Condor Systems

Conseco

Consolidated Freightways Corp.
Contour Energy Company
Covanta Energy Corp./Ogden
Dade Behring Holdings I nc.
Desa I nternational, Inc.
Diva Systems

Doe Run Resour ces, Corp.
Doman Industries, Ltd.
EnergisPLC

Evenflo, Co.

Exide Technologies, Inc.
Flag Telecom Holdings, Ltd.
Florsheim Group, Inc.
Formica, Corp.

Galey & Lord, Inc.

Gaylord Container Corp.
Geneva Steel Holdings
Gentek Inc

Glasstech Holding Company
Global Crossing, Ltd.
Globix Corp.

Grant Geophysical Inc

APPENDIX D
DEFAULTSBY INDUSTRY

2002 Q3

INDUSTRY

Wholesale Commercial Supplies
Cable TV

Textile

Retail - Restaur ants

Mining

Automotive - Parts

Diagnostic equipment

Glass - Products

Mining

Confectionery Products
Telecom

Transport Services

Retail - Restaur ants

Textile Fabrics

Telecomm Services

Autorental and leasing
Services- Auto Rental & Leasing
Telecomm Services

Telecomm Services

Navigation, Guidance, Aeronautical Systems

Insurance
Road transportation
Natural Gas Transmission

Power Generation & Producer

1V fluid manufacturer / Health Care

Heating Equipment

Cable TV

Metal Mining

Paper Products

Telecomm Services
Miscellaneous M anufactur er
Electrical Storage
Telecomm Services

Retailer - Footwear

Plastic Products

Textiles- Mills

Paperboard containers & Boxes
Steel - Producers

Auto Parts

Glass - Products

Telecomm Services

Internet Services

Seismic measur ement



Heafner Tire Group, Inc.
Holley Pref Prod

HQ Global Holdings, Inc.
Hudson Respiratory Care, Inc.
Insilco Holding, Co.
Interliant

IT Group, Inc.

|TC DeltaCom, Inc.

Kaiser Aluminium, Corp.
Kasper ASL, Ltd.

Kmart, Corp.

Knology Broadband

L ogix Communications Enterprises, Inc.
Mattress Discounters Corp.
Millenium Seacarriers, Inc.
M power Holding, Corp.
National Steel, Corp.

Neon Communications, Inc.
Nextel | nternational, Inc.
NRG Energy

NTL, Inc.

Orius, Corp.

Panaco

Pentacon, Inc

Peregrine Systems
Pinnacle Holdings

Polymer Group, Inc.
Prandium

Pueblo Xtra International Inc.
SF Holdings Group Inc.
Sheldahl, Inc

Simonds Industries, Inc.
SLI Inc.

Spectrasite

Taltomn Holdings
Teleglobe Holdings(US) Corp
United Intl Holdings, Inc.
US Airways Group
Vanguard Airlines
Velocita

Verado Holdings, Inc.
Viasystems Group Inc.
Weirton Steel, Corp.

Williams Communications Group, Inc.

Windsor Woodmont Black Hawk Resort Corp.

WKI Holdings
WorldCom /MClI
York Research Corp
Ziff DavisMedia

TiresManufacturer
Miscellaneous M anufacturer
Operator Non-residential Buildings
Surgical and Medical Instruments
Electronic Components

Managed infrastructure solutions
Waste Mangement

Telecomm Services

Aluminium - Producers
Textiles - Products

Retail - Variety Stores

Telecomm Services

Telecomm Services

Home furnishings

Deep Sea Transportation
Telecomm Services

Steel - Producers

Telecomm Equipment

Telecomm Services

Energy

CableTV

Electrical Services

Oil & Natural Gas

Wholesale Hardware

Supply Chain Management Software
REIT

Textiles - Products

Retail - Restaurants

Food - Retail

Paperboard containers & Boxes
Technology - PCBs

M etalworking Machinery & Equip.
Lighting Systems
Communication services
Telecom

Telecomm Services

Cable Services

Airlines

Airlines

Telecomm Services

Internet Services

Technology - PCBs

Steel - Producers

Telecomm Services

Casino

Glass Products

Telecomm Services

Power Generation & Producer
Publishing



# of Firms 92

# of Communications Firms 22

Source: Author's Compilations



