
Merchant Banking Transaction 
Debt-for-Debt / Commodities Exchange   

Financial Template 
 
 

 
Country A Sovereign Debt Owed to Country B 

1

SPV 

Transfer of 
Defaulted 

Bonds at 35% 
Valuation 

Exchange of 
Petroleum 

and Country 
A Debt for 
Defaulted 

Bonds 

3

Creation of 
Corporation and 

Transfer of 
Country A Debt 

4

Successor in 
Interest as 
Creditor of 
Country A 

Exchange of 
Petroleum 
for Debt 

Cancellation 

5

Corporation 
Appoints Law Firm 

as Agent 
Responsible for 

Debt Cancellation 
Negotiations with 

Country A 

SPV Retains an 18-24 Month Reversionary 
Call Option on Tranche of Defaulted Bonds 

Exchanged for Country A Debt: 
Enables SPV to Receive  

Re-Discounted (e.g., 3-7% versus 35%) 
Substituted Commodity Exchange for 

Bonds Transferred to Country B for Country 
A Debt in Event SPV is Unsuccessful in 

Collection Efforts 

6

2
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[Redacted Information] 

  
Country B 


