
Economicupturn may
bringmorebad news

T h e n u mb e r o f in s o lv e n c ie s
in th is r e c e s s io n in th e US
a n d th e UK ma y – s o fa r –
b e sma lle r th a n e x p e c te d
b u t s o me th in k th is ma y b e
th e c a lm b e fo r e th e s to rm.

A r is e in in te r e s t r a te s o n
e ith e r s id e o f th e Atla n tic ,
o r c o n tin u in g h ig h o il
p r ic e s , c o u ld tip ma n y c o m-
p a n ie s o v e r th e e d g e .

P a r a d o x ic a lly , a fr e e in g
u p o f c r e d it ma r k e ts c o u ld
r e s u lt in a n in c r e a s e in th e
n u mb e r o f b a n k r u p tc ie s
b e c a u s e o wn e r s c o u ld s e e
a n e x it s tr a te g y .

In th e US , th e fa te o f B o r -
d e r s , th e b o o k s to r e c h a in

th a t file d fo r b a n k r u p tc y
la s t mo n th , is th e la te s t
e v e n t to s h o w h o w th e
r e c e s s io n h a s c h a n g e d th e
h ig h s tr e e t.

T h e r e c e s s io n p a r tic u la r ly
h it s e c to r s s u c h a s b a n k in g ,
ma n u fa c tu r in g , c o n s tr u c -
tio n , p r o p e r ty a n d me d ia .

T h e n u mb e r o f c o r p o r a te
b a n k r u p tc ie s a c tu a lly
d r o p p e d la s t y e a r fr o m
a b o u t 6 1 ,0 0 0 to a b o u t 5 6 ,0 0 0 ,
th e fir s t d e c r e a s e in fiv e
y e a r s . Of th e s e , in d u s tr y
e x p e r ts s a y th e r e h a v e b e e n
fe we r “ me g a -b a n k r u p tc ie s ”
o f th e s iz e o f Ge n e r a l
Mo to r s a n d L e h ma n th a n
ma n y h a d e x p e c te d a t th e
s ta r t o f th e c r is is .

E v e n th e in c r e a s e in b u s i-
n e s s b a n k r u p tc ie s in 2 0 0 9 –
u p 4 0 p e r c e n t o n 2 0 0 8 – wa s
mo d e s t c o mp a r e d with th e
6 1 p e r c e n t in c r e a s e
b e twe e n 2 0 0 7 a n d 2 0 0 8 , a n d
in lin e with th e 4 3 p e r c e n t
in c r e a s e fr o m 2 0 0 6 to 2 0 0 7 .

Ma r k B e r k o ff, c h a irma n
o f th e fin a n c ia l r e s tr u c tu r -
in g a n d b a n k r u p tc y g r o u p

a t Ne a l, Ge r b e r & E is e n b e r g
in C h ic a g o , e x p la in s th a t,
c o u n te r -in tu itiv e ly , th e r e
we r e r e la tiv e ly fe w la r g e
C h a p te r 1 1 c a s e s a t th e
p e a k o f th e fin a n c ia l c r is is .

L e n d e r s p r e fe r r e d to d e fe r
b a n k r u p tc ie s a n d e x te n d
lo a n te rms , s in c e b u s in e s s
v a lu a tio n s we r e s o lo w.

“ B a n k r u p tc y is a n e x p e n -
s iv e b u s in e s s to o l,” Mr
B e r k o ff n o te s . “ It o n ly
wo r k s if th e r e ’s a n e x it
s tr a te g y – ty p ic a lly , e ith e r
r e o r g a n is a tio n o r s a le .”

Alth o u g h th e v o lu me o f
b a n k r u p tc ie s s lo we d la s t
y e a r , th e tr e n d c o u ld y e t b e
r e v e r s e d . If o il p r ic e s s ta y
h ig h , in d u s tr ie s s u c h a s
tr a n s p o r t c o u ld b e a ffe c te d .
Mo r e o v e r , if US in te r e s t
r a te s we r e to r is e s h a r p ly ,
ma n y d e b t-la d e n c o mp a n ie s
c o u ld fin d th e ms e lv e s fu r -
th e r u n d e r p r e s s u r e .

In a d d itio n , Aa r o n Ha m-
me r , h e a d o f th e b a n k -
r u p tc y g r o u p a t F r e e b o r n &
P e te r s in C h ic a g o , s a y s
b a n k s a p p e a r to b e in c r e a s -

in g ly u n willin g to to le r a te
b a d lo a n s o n th e ir b a la n c e
s h e e ts , wh ic h c o u ld s ig n a l
a n u p tic k in C h a p te r 1 1
filin g s . He n o te s th e p a c e o f
b a n k r u p tc ie s a p p e a r s
h ig h e r s o fa r th is y e a r c o m-
p a r e d with 2 0 1 0 .

Mr B e r k o ff e c h o e s th a t,
p r e d ic tin g th e e c o n o mic
r e c o v e r y c o u ld le a d to a
wa v e o f b a n k r u p tc ie s . “ If
th e r e ’s mo r e liq u id ity a v a il-
a b le , y o u ’ll s e e mo r e b a n k -
r u p tc ie s ,” h e s a y s . “ It
wo u ld b e c o me a v ia b le b u s i-
n e s s to o l b e c a u s e d e b to r s
wo u ld h a v e e x it s tr a te g ie s .”

T h e p ic tu r e in th e UK
a p p e a r s to b e s imila r .

F e we r c o mp a n ie s h a v e
c o lla p s e d th a n mig h t h a v e
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Happydaysareputon hold

Th e n e w y e a r h a s p o te n tia lly
h e r a ld e d a fr e s h s ta r t fo r th e
c o r p o r a te wo r ld . Ma n y c o mp a -
n ie s a r e e me r g in g fr o m th e

“ g r e a t r e c e s s io n ” with s tr o n g e r b a l-
a n c e s h e e ts , r e c o r d c a s h p ile s , a n d –
p o s s ib ly – th e wo r s t o f th e c r is is
b e h in d th e m.

“ C o mp a n ie s h a v e we a th e r e d th e
s to rm, r e d u c e d c o s ts , s h e d n o n -c o r e
a s s e ts , a n d ma n a g e d wo r k in g c a p ita l
b e tte r ,” s a y s P e te r B r ig g s , ma n a g in g
d ir e c to r o f Alv a r e z & Ma r s a l, th e s p e -
c ia lis t r e s tr u c tu r in g firm.

“ T h e y h a v e b e e n g iv e n n o fr e s h
mo n e y , b u t th e y h a v e s u r v iv e d b y
p u s h in g th e d a y o f r e c k o n in g o n th e ir
d e b t ma tu r itie s fu r th e r o u t. T h a t h a s
s u ite d b o th b a n k s a n d c o mp a n ie s .”

T h e r e a r e s till s o me p o te n tia l d e b t
r e n e g o tia tio n s th a t a r e c a tc h in g th e
h e a d lin e s . P u n c h T a v e r n s , a UK p u b
c o mp a n y , E n d e mo l, a Du tc h b r o a d -
c a s te r a n d E ir c o m, a n Ir is h te le c o m
c o mp a n y , a r e ju s t a fe w s itu a tio n s
wh e r e c o mp a n ie s h a v e h ir e d b a n k e r s
to a s s e s s th e ir o p tio n s .

B u t th e n u mb e r o f r e s tr u c tu r in g s is
we ll b e lo w its p e a k in E u r o p e in th e
fo u r th q u a r te r o f 2 0 0 9 , a c c o r d in g to
d a ta fr o m L C D, th e d e b t s p e c ia lis t,
p a r t o f S ta n d a r d & P o o r ’s . Wh ile th e r e
a r e s till s o me r e s tr u c tu r in g s to b e
wo r k e d th r o u g h , ma n y r e s tr u c tu r in g
s p e c ia lis ts s a y th e ma r k e t is q u ie t
a g a in .

“ T h e r e is s till a sma ll n u mb e r o f
la r g e r e s tr u c tu r in g s wo r k in g th r o u g h
th e ma r k e t, b u t o th e rwis e th e le v e l o f
r e s tr u c tu r in g ma n d a te s is d o wn o n
th e p a s t y e a r to 1 8 mo n th s ,” s a y s
P e te r Ma r s h a ll, c o -h e a d o f E u r o p e a n
r e s tr u c tu r in g a t Ho u lih a n L o k e y . “ I
e x p e c t we will c o n tin u e to s e e a mu c h
lo we r le v e l o f a c tiv ity . A b ig fo c u s
will b e o n c o mp a n ie s ’ a b ility to r e fi-
n a n c e ma tu r itie s in 2 0 1 2 to 2 0 1 4 .”

P h ilip Da v id s o n , g lo b a l h e a d o f
r e s tr u c tu r in g a t KP MG, s a y s th a t in
th e US th e r e s tr u c tu r in g ma r k e t is th e
q u ie te s t it h a s b e e n s in c e b e fo r e th e
s u mme r o f 2 0 0 7 , a r e s u lt in p a r t o f
a b u n d a n t liq u id ity .

“ Ov e r th e p a s t s ix mo n th s in s o lv e n -
c ie s h a v e fa lle n fu r th e r ,” s a y s Mr Da v -
id s o n . “ T h a t s h o u ld b e ta k e n a s a
g o o d s ig n , b u t wh ile y o u wo u ld n o w
e x p e c t p e o p le to b e c o me b u llis h a b o u t
th e r e c o v e r y , o d d ly th a t is n o t th e
c a s e . I d o n ’t d e te c t a n y  o p timism. P e o -
p le a r e ju s t wa itin g a n d s e e in g . T h e r e
a r e n ’t s ig n s o f g r o wth e me r g in g .”

An d in v e s to r s in d is tr e s s e d d e b t
p a in t a s imila r p ic tu r e .

“ With b a n k s p a tie n t a n d e c o n o mic
g r o wth b e tte r th a n e x p e c te d , r e fin a n c -
in g s a r e d o min a tin g a t th e mo me n t,”
s a y s T h e o P h a n o s , fo u n d e r o f T r a fa l-
g a r , a c r e d it fu n d . “ T o u g h r e s tr u c tu r -
in g s a n d tr u e d is tr e s s e d s itu a tio n s a r e
c u r r e n tly mo d e s t in n u mb e r .”

T h e r e a r e , h o we v e r , c o n c e r n s a b o u t
th e o u tlo o k . In p a r tic u la r , th e s e r e la te
to a p o s s ib le o il p r ic e s h o c k d r iv e n b y
r e c e n t in s ta b ility in th e Mid d le E a s t
a n d r is in g in te r e s t r a te s .

“ P e o p le a r e d e s p e r a te ly wo r r ie d
a b o u t th e imp a c t o f g o v e r n me n t
s p e n d in g c u ts , r is in g u n e mp lo y me n t
a n d in te r e s t r a te s ,” s a y s Mr Da v id s o n .
“ T h e fe a r o f r is in g in te r e s t r a te s h a s
s ig n ific a n tly c u r ta ile d c o r p o r a te
e n th u s ia sm to s p e n d a n d th e s a me
a p p lie s to in d iv id u a ls . We a r e in r e a l
d a n g e r o f k n o c k in g a lo n g th e b o tto m
in th e d o ld r u ms fo r a n e x te n d e d
p e r io d o f time .”

Mr Da v id s o n b e lie v e s th is y e a r
c o u ld b e a r e p e a t o f la s t, with ma n y
c o mp a n ie s th a t h a v e b e e n h a n g in g o n
fo r th e r e c o v e r y s ta r tin g to c o me
u n d e r p r e s s u r e .

Ala n B lo o m, g lo b a l h e a d o f r e s tr u c -

tu r in g a t E r n s t & Yo u n g , s a y s r is in g
r a te s will in c r e a s e th e n u mb e r o f c o m-
p a n ie s th a t n e e d to b e r e s tr u c tu r e d o r
ma y fa ll in to in s o lv e n c y .

“ Un til n o w, it h a s la r g e ly b e e n th e
h is to r ic a lly lo w in te r e s t r a te e n v ir o n -
me n t th a t h a s k e p t ma n y b u s in e s s e s
a flo a t,” s a y s Mr B lo o m. “ An y b u s in e s s
d e p e n d e n t u p o n th e c o n s u me r is fin d -
in g it to u g h in th e UK.

“ With in c r e a s e d c o mmo d ity p r ic e s
a n d th e p r o s p e c t o f s ig n ific a n t r e d u n -
d a n c y a r is in g fr o m th e g o v e r n me n t
c u ts , th e c o n s u me r is h a v in g to b e fa r
mo r e d is c e r n in g . A lo t o f o u r a c tiv ity
is in a r e a s th a t a r e d e p e n d e n t u p o n
d is c r e tio n a r y s p e n d – h o te ls , le is u r e ,
b e in g p a r tic u la r ly p r e v a le n t.”

F o r ma n y c o mp a n ie s , th e r e a r e s till
c h a lle n g e s a h e a d . Wh ile c r e d it ma r -
k e ts h a v e r e o p e n e d to ma n y c o mp a -
n ie s , Mr B lo o m b e lie v e s th e a v a ila b il-

ity o f c r e d it fo r a ll b u t th e b e s t c o m-
p a n ie s is s c a r c e .

“ T h e s tr o n g h a v e d e fin ite ly g o t
s tr o n g e r in th e p a s t two to th r e e
y e a r s , h a v e ta k e n s o me to u g h d e c i-
s io n s a n d a r e n o w we ll p o s itio n e d fo r
g r o wth . T h e we a k , o n th e o th e r h a n d ,
h a v e s u ffe r e d v e r y c o n s id e r a b ly a n d
in ma n y e c o n o mie s we a r e e x p e r ie n c -
in g a mu c h g r e a te r d is p a r ity b e twe e n
th e s tr o n g a n d th e we a k ,” h e s a y s .

Do n a ld F e a th e r s to n e , p a r tn e r a t
Alix P a r tn e r s , a n o th e r tu r n r o u n d s p e -
c ia lis t, e x p e c ts th a t e a s te r n E u r o p e
a n d th e Mid d le E a s t will s e e a r o b u s t
a n d s u s ta in e d le v e l o f r e s tr u c tu r in g
a c tiv ity .

Ma n y c o mp a n ie s b a tte n e d d o wn th e
h a tc h e s to g e t th r o u g h th e r e c e s s io n ,
b u t th e s itu a tio n is n o w d iffe r e n t.

“ T h is fin a n c ia l c r is is h a s h a d e v e r y -
o n e ’s a tte n tio n , b u t th e wo r ld h a s n o t

s to p p e d c h a n g in g ,” s a y s Mr B r ig g s .
“ S o ju s t h a v in g a n e c o n o mic r e c o v e r y
a lo n e d o e s n ’t h e lp c o mp a n ie s ; th e y
to o h a v e to c h a n g e . F o r r e s tr u c tu r in g ,
th e r e ’s a b a la n c e s h e e t a s p e c t a n d
in c r e a s in g ly a fo c u s o n wh e th e r y o u
h a v e a c o mp e titiv e b u s in e s s a n d h a v e
k e p t u p with th e d e v e lo p me n ts in
y o u r in d u s tr y , wh ile y o u ’v e b e e n h u n -
k e r in g d o wn fin a n c ia lly .”

On e o f th e q u e s tio n s th o s e b u s i-
n e s s e s ma y fa c e is wh e th e r to mo v e
c a p a c ity o r d is tr ib u tio n to lo w-c o s t
r e g io n s to b e c o mp e titiv e .

An d it is n o t ju s t c o s t p r e s s u r e s th a t
c o mp a n ie s fa c e . T e c h n o lo g y a n d p a t-
te r n s o f c o n s u me r d e ma n d h a v e
c h a n g e d , a n d a d v is e r s s a y c o mp a n ie s
n e e d to r e a c t to th e s e c h a n g e s .

“ T h e me s s a g e is ‘r e in v e n t o r d ie ’,”
s a y s S te v e F r o b is h e r , b u s in e s s tu r n -
r o u n d e x p e r t a t P A C o n s u ltin g Gr o u p .
“ Mo s t c o mp a n ie s a r e n o t th e lo we s t-
c o s t p r o d u c e r in th e ir s e c to r a n d th e s e
b u s in e s s e s fa c e th e r is k th a t th e ir c u s -
to me r s h a v e a lr e a d y c h a n g e d th e ir
b e h a v io u r .

“ T h e k e y to r e in v e n tio n is to c r e a te
a p o r tfo lio o f win n in g b u s in e s s e s .
C o mp a n ie s mu s t r e fo c u s o n p o te n tia l
win n e r s , h a r v e s t c a p ita l fr o m v a lu e -
d ilu te r s , r ig h t-s iz e th e ir c a p a c ity a n d
e x it lik e ly lo s e r s .”

Mr F e a th e r s to n e a t Alix P a r tn e r s
s a y s h e s e e s ma r k e t le a d e r s c o n s o li-
d a tin g , in p a r tic u la r in th e o il a n d g a s
s e c to r a n d s h ip p in g .

“ C o r p o r a te r e s tr u c tu r in g s a r e p r o -
v id in g a n u mb e r o f o p p o r tu n itie s fo r
s tr o n g e r p la y e r s to a c q u ir e ma r k e t
s h a r e a t r e la tiv e a ttr a c tiv e p r ic e ,” h e
s a y s .

On e p r e s s u r e fo r c o mp a n ie s will b e
a n y imp a c t o n c o n s u me r d e ma n d .

T h e r e c o v e r y in c r e d it ma r k e ts h a s
h e lp e d e a t a wa y a t th e wa ll o f ma tu r i-
tie s th a t c o mp a n ie s fa c e . On e b ig
fo c u s fo r r e s tr u c tu r in g b a n k e r s is a
wa v e o f d e b t ma tu r itie s c o min g d u e in
c o min g y e a r s .

“ De s p ite a n u n s e ttle d g lo b a l e c o n -
o my , p e n t-u p liq u id ity in th e d e b t
ma r k e ts is ma k in g th is a g o o d
time fo r ma n y c o mp a n ie s to
r e fin a n c e ,” s a y s C h r is tia n S a v v id e s ,

ma n a g in g d ir e c to r a t R o th s c h ild .
“ Ho we v e r , th e o u tlo o k is s till u n c e r -

ta in fo r th o s e th a t a r e o v e r le v e r a g e d ,
u n d e r p e r fo rmin g o r in d iffic u lt s e c -
to r s a n d in s o me c a s e s lo o min g d e b t
ma tu r itie s will tr ig g e r r e s tr u c tu r in g .”

Da n S c h wa r zma n n , p a r tn e r a n d
b u s in e s s r e c o v e r y s e r v ic e s le a d e r a t
P wC , s a y s c o mp a n ie s n e e d to p r e -
e mp t wh a t th e ir b a n k s a n d o th e r
s ta k e h o ld e r s a r e lo o k in g fo r .

“ R e g u la r d ia lo g u e a n d r e la tio n s h ip
b u ild in g with k e y s ta k e h o ld e r s n e e d s
to h a p p e n to u n d e r s ta n d fu lly th e ir

Restructuringsaredown
and refinancingsare
takingcentrestage,but
thereareconcernsabout
theoutlook,writes
AnoushaSakoui

‘People are desperately
worried about the impact
of government spending
cuts,rising unemployment
and interest rates’
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p r e s s u r e s a n d h o w th e y mig h t imp a c t
c o mp a n ie s ’ o b je c tiv e s ,” s a y s Mr
S c h wa r zma n n .

“ C o mp a n ie s s h o u ld a ls o k e e p a n e y e
o n th e b a s ic s , wh ic h a r e o fte n o v e r -
lo o k e d . Ma n y c o mp a n ie s fo c u s e d o n
c a s h ma n a g e me n t wh e n th e c r is is h it.

“ Ho we v e r , wh e r e in c r e a s e d s c r u tin y
fr o m s ta k e h o ld e r s is e x p e c te d , c o mp a -
n ie s s h o u ld e n s u r e th a t fo r e c a s ts a n d
r e p o r tin g a r e a c c u r a te a n d r o b u s t a n d
a llo wa n c e s a r e ma d e fo r p r e s s u r e s
s u c h a s in te r e s t r a te a n d c o mmo d ity
p r ic e r is e s .”
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