Canaccord to buy back ABCP from individual investors at par
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Canaccord Capital Inc. plans to offer to buy out the holdings of 1,430 clients stuck with frozen asset-backed commercial paper at par, meaning almost all Canaccord clients will get all their money back.

Canaccord said Wednesday it will buy back ACBP from clients holding less than $1-million of the paper, which will mean repurchasing $138-million of notes. The proposal will cover 97 per cent of clients with the paper, and leave the brokerage with a big writedown to cover the costs.

The buyout proposal should smooth the way for the restructuring of $32-billion of ABCP that has been locked up since the market for the short-term paper failed in August. Big holders of ABCP, including the Caisse de dépôt et placement du Québec, put forward a restructuring proposal last month but small investors have since been fighting for more money.

The small investors have a lot of leverage because while they hold only a small amount of paper, because of their sheer numbers they can control a vote on the fate of the whole restructuring. There are about 2,000 small investors, most of whom are clients of Canaccord.

“We appreciate our clients' patience during this difficult time and we regret that this process has taken so long to complete and the hardship this has caused our clients,” said Canaccord chief executive officer Paul Reynolds. “We hope they will view the Canaccord Relief Program as a successful outcome to this unprecedented disruption in the Canadian capital markets.”

Canaccord said the buyout will cost the firm $54.2-million, but a spokesman said the firm doesn't plan to disclose where the rest of the money for the deal is coming from.

Speculation has centred around the Caisse de depot, which has the most to gain from a successful restructuring because the pension manager has almost $13-billion of the paper that would be vastly reduced in value if the small investors vote down the restructuring.

Mostly due to the cost of the buyout, Canaccord plans an 82 cent-a-share writedown, totalling $39.6-million after tax.

The firm has also parted ways with two executives.

Robert Larose, who ran the company's private-client operations, is leaving for personal reasons, while William Whalen, head of fixed income, is retiring.
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