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Debt Issuance

Case:

PHILIP MORRIS (A: HBS 9-292-005) and (B: HBS 9-292-006)
1. Assess the current market environment for this kind of debt instrument.

2. What are the major uncertainties that a securities underwriter faces?  How should  Salomon Brothers assemble the syndicate to do the bidding?

3. How effective would a "hedge" strategy be in containing underwriters' risks?

4. Typically gross spreads for 10-year issues trading in the secondary market ranged from 90 basis points over Treasuries for “A” rated issues to 130 b.p. for issues rated “BB.”  How aggressive should Salomon be in pursuing this bidding opportunity? What  should be their ‘all in’ bid?

