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Private Investment in Public Enterprises (Floating Rate Convertible Debt)
Case:

MICROSTRATEGY, INCORPORATED: PIPE (UVA-F-  ) 

Reading:        Vulture Investors And Investing In Distressed Companies p. 11-15 (UVA-F   )

Network file:
MicrostrategyPIPE.xls

1. How critical are additional funds to Microstrategy’s future strategy?

2. How does the floating rate convertible bond compare to fixed rate convertible bond? What circumstances would favor issuance of floating rate convertibles?

3. How can a PIPE investor create a hedged position in the stock? What are the risks of this strategy to Promethean? What are the implications of this investment to existing shareholders?

4. Assess the feasibility of the options Mr. Saylor is considering: (1) accept the offer as proposed; (2) renegotiate the terms with Promethean or new investors (what terms would you change?); or (3) cut back on Microstrategy’s plans.  Which course do you favor?

5. What should Michael Saylor do in June 2000?

