














Themes by countries 
and regions

Geopolitical 
uncertainty

Insolvency/
Restructuring 
law changes

Regulation Automotive Construction/
Real estate

Retail NPLs Debt 
markets

Australia a a a a a
Belgium a a a a
Brazil a a a a
Canada a a a
Cayman 
and BVI a a a
CEE a a a
East Africa a a a a
France a a a
Germany a a a a a a
Greece a a a
China and 
Hong Kong a a a a a a

India a a a a a
Ireland a a a
Italy a a a
Japan a a
Middle East a a a
The 
Netherlands a a a

New Zealand a a
Nordic 
Markets a a

Russia a a a a a a a
Singapore

South Africa a a
South Korea a a a a
Spain a a a a
Turkey a a a a
USA a a a a
West Africa a
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Australia

Australia remains attractive to 
foreign investors due to its stable 
political and legal environment, 
and proximity to Asia. However, 
US-China trade tensions have 
impacted Australia’s trade-
dependent economy

Flat credit growth stemming 
from the fallout of the high 
profile the Royal Commission 
into Misconduct in the Banking, 
Superannuation and Financial 
Services Industry, together 
with an increased scrutiny of 
lending practices, tightening of 
lending regulations and subdued 
business conditions

Substantial amount of ‘dry 
powder’ available in the market 
from private equity-backed 
residential lending platforms 
and other second and third tier 
lenders such as superannuation 
funds and hedge funds

New law that provides ‘safe 
harbour’ to directors of stressed 
or distressed companies, and 
the amendment of insolvency 
legislation to void ‘ipso facto’ 
clauses, both promote 
restructuring opportunities 
and enhance value retention 
for stakeholders 

Retail sector faces headwinds 
for the foreseeable future. 
Construction, property 
development and related services 
are also adversely affected by 
oversupply in the residential 
apartment market, leading to a 
downturn in property prices and 
dip in consumer sentiment

A combination of economic 
challenges and new 
insolvency legislation is 
opening up opportunities 
for restructuring.

Subdued confidence

Australia’s economy continues to show 
signs of being in a ‘holding-pattern’. The 
re-election of the conservative coalition 
government in April is expected to result 
in a more stable political environment 
than in recent years. Recent tax 
cuts – together with a flurry of large 
infrastructure projects and favourable 
terms of trade – are expected to provide 
a slight boost to the economy. However, 
other indicators, including subdued 
consumer confidence, point to a difficult 
period ahead.

Falls in house prices and mortgage 
origination continued in 2019 despite the 
all-time low base interest rate. Australian 
households are spending less, and 
saving less, driven by low growth in 
wages. Stalling consumer spending 
reflects lower general confidence, which 
can also be observed in the business 
lending market.

The economy is continuing to feel 
the impact of the Royal Commission 
into Misconduct in the Banking, 
Superannuation and Financial Services 
Industry, the full ramifications of which 
are yet to be determined. The high 
profile nature of the misconduct probe, 
increased public and political scrutiny of 
lending practices, progressive tightening 
of lending regulations, and subdued 
business conditions have contributed to 

flat credit growth.

Impact of trade tensions

Australia continues to be an attractive 
destination for foreign investment. The 
draws include the country’s consumer 
base, proximity to Asia and a relatively 
stable political and legal environment. 
An infrastructure boom – focused in 
particular on Melbourne and Sydney 
– has helped to maintain healthy 
employment growth. Despite growth, 
there remains excess capacity in the 
labour market. 

Like much of the global economy, 
Australia is feeling the effects of 
US-China trade tensions. While the 
US Government was not successful 
in introducing value-added tax on 
imported goods, the trade tariffs being 
implemented could be seen as playing 
the same role as increased indirect 
taxation at the border. As a trade-reliant 
nation – and with the US as one of 
its largest trading partners – this will 
undoubtedly have significant impacts 
on Australia.

The US is also leading the way on 
corporate tax cuts, and providing 
avenues of greater competition for 
investment flows.
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Residential property prices

Consumer confidence

Private final consumption vs. Savings vs. Average annual real wages

Residential property prices
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Canada

Subdued economic growth in 
2018, reflecting low consumer 
spending, with knock-on impacts 
on construction and capital 
investment. The slowdown is 
forecast to continue in 2019

Uncertainty about global trade is 
affecting investment

Canada is experiencing the 
same mix of short-term 
uncertainty and longer term 
disruption facing other 
markets, though given the 
country’s proximity to the US, 
the impact of US-China trade 
tensions is likely to be mixed.

Retail insolvency expected to 
increase as competition from 
new business models mounts

Increasing number of 
restructuring cases where 
liquidity from a wider range of 
sources is providing solutions in 
the process

Downward trend

The Canadian economy grew by only 
1.8% in 2018, compared to 3.0% in 
2017. This reflects a slowing of growth 
in consumer spending, which in turn 
affects investment in machinery and 
equipment, as well as construction. 

The projections for 2019 are similarly 
muted (1.6% growth in GDP). On the 
positive side, growing employment and 
rising wages can help to sustain 
consumer spending - this saw an 
improvement in the first quarter of the 
year but is expected to settle back to 
2018 levels. Concerns about a housing 
‘bubble’ have also eased.

However, export growth and business 
investment have remained subdued in 
the face of global trade uncertainty and 
protectionism. Canada’s growth 
potential is highly dependent on foreign 
economic developments. Although 
tariffs on Canadian goods exported to 
the US were lifted in May 2019, the 
escalating trade conflicts between the 
US and various countries (notably 
China) continue to put pressure on the 
Canadian economy. The impact of the 
US-China tensions will depend on their 
duration, any potential trade diversion 
(e.g. China shipping more to Canada), 
and the broader influence on market 
sentiment. Overall, the softness in 
exports and investment is expected to 
continue through the rest of 2019.

We are also awaiting the impact of the 
‘new NAFTA’ - the US-Mexico-Canada 
Agreement (USMCA). A tentative deal 
was reached in late 2018, which from 
the Canadian perspective was better 
than having ‘no deal’, but was not as 
favourable as NAFTA. However, this 
trade agreement still needs to be 
ratified by Canada and the US, with the 
course of events likely to be affected by 
both upcoming Canadian elections and 
political divisions within the US.

Sectors under pressure

Lenders are continuing to monitor 
exposures in the retail sector, which 
has been significantly disrupted by 
innovation and competition (largely 
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China and Hong Kong

Global trade tensions and 
domestic economy slowdown 
affecting market sentiment

The political unrest in Hong 
Kong puts extra pressure on 
Hong Kong’s economy, the real 
impact of which is not yet fully 
assessed at this stage. This will 
certainly hit the retail, tourism 
and real estate sectors hard, 
and more importantly investors’ 
confidence in Hong Kong’s role 
as the financial hub in Asia

Tight liquidity and default

Liquidity has become increasingly tight 
in the last 12 months in China and 
Hong Kong. The number of mainland 
bond defaults is also increasing, 
though the lack of restructuring tools 
and the forbearance and/or intervention 
of State and Provincial stakeholders 
combine to mean that defaults do 
not necessarily lead to refinancing 
or bankruptcy. 

Increased labour costs are 
encouraging some global 
manufacturers to switch 
to neighbouring countries, 
and adding pressure in the 
manufacturing sector

Squeezed lenders are under 
pressure to reduce NPL levels

Defaults are increasing, but 
this has not led to refinancing 
or bankruptcy, due to lack of 
restructuring tools, and the 
intervention of the government

China and Hong Kong are 
seeing an increase in 
defaults, but restructuring 
options remain limited.

Issue of mainland companies 
collateralising their cash and 
cash equivalent assets without 
full disclosure, which causes 
unexpected bond defaults

Another issue that has become more 
apparent in recent months is the extent 
to which mainland companies have 
exercised their ability to offer their cash 
and equivalent assets as collateral 
without making full disclosure to 
investors. This has led to a number of 

situations in which bond defaults were 
not anticipated as the publicly-filed 
information showed ample cash 
balances to meet coupon payments 
and capital redemptions.

PwC estimate of NPLs in China’s financial sector (stock, US$ bn)
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Real GDP growth
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Sectors feeling the squeeze

Traditional retail continues to suffer 
from mounting online competition, 
while the introduction of new minimum 
wage requirements is making 
manufacturing less competitive. As a 
result, some global operations have 
switched or plan to shift to alternative 
markets such as Vietnam, which has 
led to an increase in optimised exit 
situations. Ratings warnings on bonds 
in the manufacturing sector in the past 
12 months have been running at 
approximately ten per week. 

The frequency of ratings warnings in 
the financial sector is even higher, 
principally due to lenders themselves 
feeling the squeeze from the increase in 
non-performing credits. Whilst the 
pressure has built, the State is 
expected to intervene to prevent a 
failure. Indications of this came when 
the Chinese government recently 
stepped in to support a provincial 
commercial lender by inviting one of 
the ‘Big Four’ state-owned banks to 
manage the troubled company to "curb 

systemic financial risk" and stabilise 
operations. This is a significant move 
and the first time we’ve seen such 
intervention in almost 20 years. 
Although it appears likely that 
depositors will be protected for the 
most part, financial creditors can 
expect a haircut on their position in due 
course. Therefore, whilst the State is 
stepping in to prevent contagion, they 
have made it clear that they will not 
underwrite lenders’ losses.

Slow pace of reform

There have been no changes of note to 
the restructuring and insolvency regime 
since the measures introduced in early 
2017 to strengthen regulation and 
increase creditor protection. The 
Companies (Corporate Rescue) Bill has 
made little progress, but remains on 
the agenda.

Key contacts
Ted Osborn
T: +852 2289 2299
E: t.osborn@cn.pwc.com

Peter Greaves
T: +852 2289 1826
E: peter.greaves@hk.pwc.com
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East Africa 

Liquidity squeeze for government 
suppliers due to expenditure 
tied up in debt servicing for 
infrastructure projects

Reduced debt capacity of 
regional governments has led 
to a slowdown in larger debt 
financed infrastructure

While growth remains 
strong overall, fresh 
constraints on credit are 
revealing underlying 
weaknesses in many 
businesses.

Liquidity pressures 

Liquidity continues to be a challenge for 
East African businesses as government 
expenditure is tied up in servicing and 
repayments of debt financing for 
infrastructure projects undertaken in past 
years. Suppliers to the Kenyan national 
and county governments are facing 
delays in receiving payments for services 
rendered – this is having a knock-on 
impact on liquidity and causing working 
capital challenges. The difficulties have 
been acknowledged in a Kenyan 
government directive requiring ministries, 
departments and agencies to settle 
outstanding payments without audit 
queries by 30 June 2019.

Infrastructure investment 
slows

Investment in large debt-financed 
infrastructure projects has slowed down 
across the East African region, largely due 
to the reduced debt-carrying capacity of 
regional governments. Growing concerns 
about debt servicing, the viability of some 
infrastructure projects and repayment of 
existing obligations and the resulting need 
for fiscal consolidation are likely to drive 
slower, more measured approach to 
infrastructure spending. This is 
demonstrated by the challenges the 
Kenyan government is facing in securing 
funding for the second phase of the 
Standard Gauge Railway, a major 
Chinese-funded project under China’s 
Belt and Road Initiative. 

Despite constrained credit and 
the challenges to the real estate 
sector, the growth outlook for 
the region is positive at over 5%

Positive sentiment

Despite this, the outlook for business in 
Kenya and the wider East Africa region 
continues to be positive. Most 
economies are set to grow by more 
than 5%. Infrastructure spending 
continues (albeit at a slower pace), 
driving economic activity across the 
region. In turn, government reforms are 
making it easier to do business. 

In Kenya, the government has identified 
the ‘Big 4’ drivers of development as 
manufacturing, food security, 
affordable housing and affordable 
healthcare. Regulation and targeted 
government investment aim to spur 
private funding and market activity in 
these areas.

Weaknesses come to the 
surface

An interest rate cap on commercial 
lending introduced by the Kenyan 
government in 2016 to improve access 
to affordable credit has had the 
opposite effect of constraining liquidity 
as lenders tighten their procedures and 
adopt risk-based pricing models. 
Companies are finding it more difficult 
to access credit and this is causing 
some distress, especially among SMEs.

Warren Buffet once commented that 
when the tide is low, you discover who 
has been swimming naked. The 
tightening of credit availability in East 
Africa would appear to bear out this 
dictum, with a number of companies 
that have operated with poor corporate 
governance practices and structures 
now exhibiting a high degree of distress 
and increased failure rates. There have 
been a number of high profile 
administrations of such companies, 
including corporations listed on the 
Nairobi Securities Exchange.

The credit squeeze is putting 
considerable pressure on construction, 
real estate and retail companies. 
Construction faces the additional 
impact of oversupply. Retail is in turn 
feeling the impact from foreign 
competition and the fallout from overly 
rapid expansion.
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Key contacts

George Weru
T: +254 20 585 5360 
E: george.weru@pwc.com

Muniu Thoithi
T: +254 20 285 5684
E: muniu.thoithi@pwc.com

Rescue-based insolvency 

Insolvency activity is increasing as 
lenders (and to some extent debtors) 
embrace new rescue-based insolvency 
and restructuring regulations in Kenya, 
Uganda, Rwanda and Zambia. We’re 
also seeing an increase in out of court 
financial restructuring cases. These 
mainly relate to a number of large 
distressed private corporations that 
have multiple fragmented facilities with 
various lenders in non-syndicated 
situations. Our experience suggests 
that the success of such restructuring 
initiatives depends on the level of 
coordination. This is more effectively 
achieved when external financial and 
legal advisors are retained to assist in 
building consensus on the restructuring 
solution, as well as in the 
implementation. 

In Kenya, the Official Receiver has 
formed a Technical Working Group on 
the Insolvency Act 2015 and invited 
suggestions for amendments to the 
legislation based on the experiences of 
practitioners. For instance, a recent 
amendment proposed to the local 
legislation is a pre-insolvency 
moratorium for companies seeking a 
restructure – a measure similar to 
recent amendments to the UK 
insolvency regime.

In the long-term, however, we expect 
legislative changes to continue to 
promote consensual approaches to 
insolvency and restructuring in tackling 
the high level of NPLs across the 
region.

Kenya – Real GDP growth

Source: United Nations, Fitch Solutions
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Germany

Confidence in the economy at a 
five-year low

Key automotive export industry 
suffering from soft global 
demand, trade tensions and 
increased regulation 

No longer immune

Not so long ago, Germany appeared 
immune from the difficulties building up 
in other major economies. Now, 
however, trade tensions and subdued 
demand are causing serious anxiety 
among manufacturers. After nine 
consecutive years of growth, optimism 
among business leaders sank to its 
lowest level in five years at the end of 
the second quarter of 2019; some 
experts even see Germany drifting 
towards a recession. 

Historically, Germany had been 
trailing behind in preventative 
restructuring procedures. New 
EU framework is expected to 
make German regime more 
efficient and attractive for 
restructuring

Business confidence index

Business concerns are 
mounting as the ‘growth 
engine’ of Europe shows 
signs of stalling.

Concern among manufacturers

The US-China trade tensions and 
prospect of Brexit are particularly 
troubling for an economy dominated by 
export-led manufacturing. In addition, 
new emissions testing under the 
Worldwide Light Vehicle Harmonised 
Test Procedure (WLTP) led to a 
significant fall in German automotive 
output in late 2018. While the upheaval 
created by the WLTP is easing, recent 
weaknesses in global car demand 
indicate that a swift recovery of 
production is unlikely – with the biggest 
structural sector challenges yet to come.

Resilient consumer market

By contrast, domestic demand remains 
strong. Wages and employment are 
expected to continue to increase in the 
near-term at least. The outlook for the 
construction sector, in trade, and in 
other services sectors also look fairly 
positive overall.

 

Business confidence index

Source: Organisation for Economic Co-operation and Development
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Greece

Economy is back on track, 
with GDP growth expected to 
rise to 1.8% 2020

Aim to reduce the NPL portfolios 
by more than €60 billion by 2021, 
with securitisation and carve-
outs expected to be a catalyst for 
Greek banks

Positive outlook 

GDP growth reached 1.9% in 2018, 
boosted by exports and higher private 
consumption. PwC’s latest projection is 
for growth of 1.7% in 2019, rising to 
1.8% in 2020 as private investment 
picks up1. The unemployment rate is 
projected to decline to 18.5% by 20192.

Portfolio funds and individual 
investors are increasingly 
interested in the Greek NPL 
market, especially real estate 
and hospitality assets. We’re 
also seeing growing interest 
in commercial real estate, 
residential properties, retail and 
export sector assets

Real GDP growth 

A combination of the successful 
completion of the economic adjustment 
programme in August 2018, the political 
stability following elections, the 
upgrades of the credit rating of Greek 
sovereign debt and the country’s 
gradual return to international financial 
markets have bolstered confidence in 

Economy continues to 
recover, boosted by 
exports, higher private 
consumption and  
post-election stability.

1 PwC Global Economic Outlook – August 2019
2 PwC Global Economy Watch July 2019

the economy, restored the 
sustainability of public finances and 
created a favourable global 
investment climate.
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India

7.4% GDP growth last year, but 
facing weakening consumption 
this year

Sectors under pressure and 
experiencing significant 
levels of default include retail, 
construction, infrastructure, 
steel and power

The introduction of the 
Insolvency and Bankruptcy 
Code three years ago ushered 
in time-limited processes for 
insolvency resolution

The introduction of the 
‘Prudential Framework for 
Resolution of Stressed Assets’ 
provides additional measures 
for banks to deal with their 
distressed assets, with the help 
of an intercreditor agreement 
among the lender banks

India is one of the world’s 
fastest growing economies. 
However, with elections 
over, the immediate 
challenge is arresting 
economic slowdown and 
providing timely resolution 
for NPLs.

Source: Central Statistics Organisation, Fitch Solutions
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Qualified optimism 

With domestic consumption making up 
more than 60% of India’s GDP, 
weakening demand is set to curb 
growth and put pressure on investment. 
Nonetheless, the Confederation of 
Indian Industry (CII) remains positive 
about the county’s economic outlook 
as long as investment and policy create 
the right environment.

Surge in M&A activity

The Insolvency and Bankruptcy Code 
(IBC), which has paved the way for 
faster resolution and sale of distressed 
assets, is contributing to a surge in 
acquisitions (at a five-year high) and 
private equity activity. The availability 
of distressed assets across a number 
of core sectors has spurred the 
interest of global and domestic 
investors, and created fierce 
competition among investors looking 
to pick up these assets. 

In an effort to establish their footprint in 
the distressed market, private equity 
and sovereign wealth funds are tying 
up with asset reconstruction 
companies (ARCs) and setting up 
distressed funds. 

Corporate failures highlight 
challenges 

While India is still the standout growth 
story in the global economy, challenges 
are mounting. Many of these are 
highlighted by the failures of RCom 
(difficulties included high levels of debt 
and failure to keep pace with advances 
in technology), Jet Airways (difficulties 
included overly ambitious expansion) 
and Infrastructure Leasing & Finance 
Limited (difficulties included high levels 
of debt and cost escalation). 

Sectors under pressure

The non-bank finance sector is facing a 
severe liquidity crunch in the face of 
mutual funds reluctance to refinance 
loan portfolios. This is having a 
knock-on impact on consumer and real 
estate lending.

Steel is facing the pincer of slowing 
demand and low-cost competition, 
principally from China.

Power is facing a combination of 
oversupply and rising fuel costs. Many 
suppliers’ tariffs are currently loss-making.

The long lags between investment and 
return within road and infrastructure 
development are being exacerbated by 
delays in land acquisition and 
environmental clearance. The 
performance of and investment in the 
sector is also being held back by 
regulatory price caps for airport and 
road projects. 
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Key contact

Sanjeev Krishan
T: +91 124 330 6017 
E: sanjeev.krishan@pwc.com

Recently, the regulator issued key 
amendments to streamline the 
insolvency and liquidation process. 
Proposed measures include priority to 
secured financial creditors and tighter 
timelines of 330 days to complete the 
entire process. There is also increased 
pressure on the committee of creditors 
to arrive at a fair and equitable 
resolution plan. 

However, there are certain weaknesses 
in the IBC that require further 
consideration. The need for separate 
entity proceedings doesn’t reflect the 
interdependencies within the group and 
their mutual value. The lack of clarity on 
legislation relating to group 
insolvencies contributed to the collapse 

Net FDI inflows

Source: Reserve Bank of India, Fitch Solutions
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of RCom, Jet Airways and 
Infrastructure Leasing & Finance 
Limited. In turn, defaulting 
promoters can, and often do, use 
every legal artifice to drag out the 
resolution procedure. Resolution 
mechanisms also often overrun despite 
the time-limit. 

Tackling bank NPLs

The IBC is having a significant impact 
on the resolution of bank NPLs. The 
central bank (RBI) has also just 
introduced the ‘Prudential Framework 
for Resolution of Stressed Assets’. This 
provides banks with time-limited 
measures for restructuring NPLs, with 
the help of an inter-creditor agreement 
among the lender banks.

1–7 See page 76 for more details. (Source: The World Bank)
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Italy

After some tentative growth, the 
economy is flatlining again

Real estate, construction and 
automotive industries are 
especially challenged

The restructuring market 
is seeing strong activity 
as banks move to tackle 
NPL levels. 

Economy stalling

With growth having ground to a halt 
once again, Italy has still yet to fully 
shake-off the impact of the financial 
crisis, while now feeling the strains of 
the gathering Eurozone slowdown.

Construction is suffering the most, with 
a number of leading companies recently 
filing for bankruptcy. Automotive is also 
showing some early indications of a 
slowdown that could worsen if we see a 
further contraction in exports. Real 
estate is still stagnant apart from the 
Milan area, which is experiencing 
growth in prices and new investments.

UtPs are expected to remain a key 
asset class in the deleveraging plans, 
at least in the next three years. In fact, 
statistics illustrate how the overall NPL 
volume in the Italian banking sector has 
declined to a gross amount of €180 billion, 
of which €79bn (44%) is classified as 
UtP. As of December 2018, the net 
book value of UtPs is around 1.5 times 
greater than bad debts.

Italian banks are focused on 
reducing NPLs on their balance 
sheets, with a 15% CAGR 
reduction in ‘Unlikely to Pay’ 
loans (UtPs) from 2015 to 2018

Non-performing resolution 

Following the introduction of strict 
regulatory rules, Italian banks are fully 
engaged in managing and rightsizing 
their NPLs. Levels of bad debts have 
also been reduced following the 
introduction of GACS (a State guarantee 
scheme for senior securities issued as 
part of NPL securitisation operations). 
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Japan

Under the stagnant economic 
situation, whilst companies are 
seeking to reinvigorate profit 
through overseas acquisition, 
their success rate has been 
low due to problems with post-
merger integration (PMI)

Easing monetary policy and 
flexibility in financial institution 
lending have contributed to a 
decline in domestic bankruptcies

A spate of corporate scandals 
implies that corporate 
governance and crisis 
management are key issues

Japanese companies are 
aggressively expanding 
overseas amid the stagnant 
domestic market.

Overseas Japanese M&A completed deals

Real GDP growth
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Source: PwC analysis, International Monetary Fund
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Downturn in construction

Construction remains a significant part 
of regional economies and its 
slowdown continues to weigh 
onperformance. Largely as a result of 
considerable oversupply, the rental 
market was the predominant driver of 
deflation, showing the largest decline 
(5.6% overall in April), and represents 
the largest component of the regional 
Consumer Price Index (28%).

Looking ahead, business leaders in the 
Middle East are less optimistic about 
the short-termeconomic outlook than 
their counterparts elsewhere in the 
world as shown in the last PwC 
CEO survey.

Evolving restructuring market 

The Middle East restructuring market 
continues to evolve as governments 
and lawmakers seek to improve the 
legislative framework. In the last 12 
months, we’ve seen new or amended 
bankruptcy laws implemented in 
Saudi Arabia, Bahrain and the Dubai 
International Financial Centre 
amongst others. 

Key features of each of the new laws 
include procedures designed to help 
companies to restructure in order to 
survive, as opposed to a primary focus 
on bankruptcy as the only course of 
action for an insolvent company. Whilst 
take-up of procedures in some regions 
has been slow, in Saudi Arabia there 
has been a number of companies 
seeking to apply the new regulations.

Key contacts
Peter Mayrs
T: +971 0 54 793 4439 
E: peter.mayrs@pwc.com

Mo Farzadi 
T: +971 4 304 3100 
E: mo.farzadi@pwc.com
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The Netherlands

The Dutch open economy 
is still growing, but 
slowing down as a result of 
geopolitical issues impacting 
exports and decreasing 
consumer confidence

Inflow of restructuring cases 
remains relatively high despite 
current position in the economic 
conjuncture 

The Dutch economy is 
still growing but the first 
signs of the next crisis are 
becoming visible.

Economy turns

For the sixth consecutive year 
economic growth is expected in 2019. 
Although this is a positive event, the 
expected GDP growth of 1.6% is 0.9ppt 
down on the previous year (2018 GDP: 
2.5%). With growth of 1.5% expected 
for 2020, the outlook for 2020 is even 
more sober and indicates declining 
growth. The main driver for this 
downward trend is uncertainty in the 
geopolitical arena: American trade 
policy, uncertainty concerning Brexit 
and political developments in EU 
countries such as Italy.

Other signals that the economy is at a 
turning point are: (i) the decline in 
bankruptcies has bottomed-out and 
shows first signs of increase again; (ii) 
consumer confidence has plummeted 
after years of growth; (iii) banks indicate 
that the watch list of Dutch cases 
increases; and (iv) the current inverted 
yield curve.

All taken together, we think that, 
despite the positive growth, the next 
crisis is just around the corner.

In particular, retail, healthcare 
and shipbuilding remain 
distressed sectors

Upcoming legislative changes 
obtain momentum – the Dutch 
restructuring environment will 
change significantly, with the 
Dutch Scheme expected in the 
first half of 2020

Consumer confidence
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Sectors under pressure

Retail

Retail continues to struggle, as 
illustrated by the insolvency of 
Intertoys, the largest toy retailer in the 
Netherlands, and the continuing 
struggles at Hudson Bay. Decreasing 
footfall on the high streets continues to 
pose challenges for traditional retailers, 
which have failed to find solutions for 
the changes in consumer behaviour. 
This is particularly troublesome as 
international pure online players such 
as Amazon, Zalando and Alibaba 
continue to penetrate the market. In 
addition, retailers continuing to moving 
away from stores in the city centre to 
XL stores on the outskirts, further 
reducing footfall on the high streets. 
The earlier mentioned decreasing 
consumer confidence is another 
indication that this sector will continue 
to be subject of further restructurings in 
the year to come.

Real GDP growth

Source: Eurostat, Statistics Netherlands, Fitch Solutions
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Healthcare

Overall, the Dutch healthcare industry 
is facing ongoing challenges: labor 
shortages, high administrative burden 
and increasing costs of healthcare. The 
costs of healthcare are rising due to the 
emergence of more expensive 
treatments and an ageing population. 
The government and insurance 
companies are seeking to manage 
these costs, which causes additional 
pressure on tariffs.

The healthcare industry struggles 
to adjust to this challenging 
environment resulting in significant 
restructuring activity. The recent 
bankruptcy of the Dutch hospitals 
“Slotervaart ziekenhuis” and 
“Ijsselmeerziekenhuis” illustrate the 
difficulties within this industry.

Shipbuilding

Although 2019 was a good year in 
terms of revenues, margins have been 
under severe pressure as only limited 
orders came to the market and were 
therefore aggressively priced. Also, 
some of the larger shipbuilding 
companies still struggle with orders 
that were acquired in 2015-2015 at 
onerous terms. There remains 
significant over-capacity at shipyards 
throughout this international market. 
Combined with (i) lower cash buffers; 
(ii) difficulty to obtain financing from 
traditional lending institutions; and (iii) 
macro-economic developments as 
described above which will impact the 
timing of new orders, it is clear that 
Shipbuilding faces difficult years 
ahead. Shipbuilding companies will 
likely try to take capacity out of the 
market (e.g. through closure or 
mothballing of yards).
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New Zealand 

Construction sector suffering 
from squeezed margins, 
a tight labour market and 
unfavourable allocation of risk 
for the contractors

Limited options to exit highly 
leveraged distressed dairy 
assets as it is becoming more 
difficult for overseas investors to 
purchase the land

Increase in lender or company-
led restructuring situations, and 
recent entry of non-bank lenders 
and distressed funds into 
the market

The Reserve Bank’s aim to 
increase banks’ requirements 
could raise funding costs for 
households and certain sectors, 
SME and agriculture business 
in particular

Restructurings are 
increasing, non-bank 
lenders and distressed 
funds entering the market.

Growth slowing

Factors such as global growth 
uncertainties, resource constraints and 
changes to banking capital adequacy 
requirements are all impacting 
negatively on the economy. Interest 
rates are already at an all-time low 
(1.0% Official Cash Rate following a 
50bps reduction in August 2019), with 
prospects of a further decline to 
stimulate GDP growth. 

Increased capital demands 
squeeze lending

The Reserve Bank of New Zealand 
(RBNZ) has proposed changes to the 
minimum amount of capital that banks 
are required to hold (an increase from 
8.5% to 16% for large banks and 15% 
for smaller banks). This could result in a 
big leap in costs for homeowners with 
mortgages and price increases for 
certain sectors of business lending. 
These changes could dramatically 
change the way (and amount of) credit 
flows into the economy. Agriculture and 
SME lending may be the most impacted. 

Source: Reserve Bank of New Zealand, Fitch Solutions
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Impact of sanctions

International sanctions continue to 
weigh on the Russian economy. Among 
the businesses affected are major 
corporations such as Gazprom, 
Rosneft, Rusal and the VTB Group. 

Access to the international capital 
markets is restricted, which limits 
corporations’ ability to refinance debt 
and attract new funding. Inbound 
investments are at historically low 
levels. In this environment, large 
corporations are reducing investment 
programmes, with a knock-on impact 
on construction and support services. 

The difficulties are tempered by 
informal government guarantees and 
financial support for State-owned and 
quasi-private businesses on the 
sanctions list. 

Rouble depreciation

Volatile oil prices, rising geopolitical 
tensions and turbulence in other 
emerging markets resulted in the 
Rouble’s depreciation in 2018. This had 
a major impact on import-oriented 
segments, consumer demand, 
Eurobond issuers and borrowers with 
foreign currency exposure. 

Weakened banking sector

The Russian banking sector is 
dominated by State-owned banks 
(more than 65% of total assets) and 
remains weak, with relatively low 
capital adequacy ratios (12.1% as of 
May 2019) and rising NPLs (officially 
10.3%). The real NPL ratio could be 
close to 25% as banks tend not to 
report the real picture because of 
loopholes in the reporting requirements 
and concerns over capital levels. 

Oil and gas, servicing companies, 
construction, real estate, retail, 
airlines, mining, shipping and financial 
services have significant default and 
NPLs. They are therefore at a high risk 
of financial stress and possible 
insolvency proceedings.

Changes to insolvency 
regulations

The government is considering 
changes to the insolvency law through 
the introduction of new debt restructuring 
optionality and a mechanism to protect 
debtors experiencing temporary 
difficulties, stimulate business 
turnaround activity and increase 
efficiency of the insolvency procedures 
and creditors recoveries. 

Sectors under pressure

The following sectors of the Russian 
economy have generally higher 
defaults and NPL statistics and bear 
higher risk of financial distress and 
possible insolvencies: 

Independent oilfield services and 
refinery companies

The extension of OPEC oil supply limits 
to March 2020 have led to a cut in 
investment by large vertically-
integrated oil companies. Further 
pressure is coming from high 
competition and informal State control 
of the selected oil refinery products 
prices on the local market. 

Construction and real estate

Falling investment in the sector, 
generally low profitability and 
introduction of the new stricter 
regulations on the financing of 
residential property construction have 
led to a significant increase in costs 
and may force some SME developers 
to restructure or exit the market.
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Singapore

Growth held back by 
international trade tensions

Offshore sector sees no sign 
of recovery back to the pre-
downturn levels as overcapacity 
continues under the shadow of 
uncertainty in global trade

Restructuring solutions 
show signs of seeking higher 
write-downs from investors, 
and going beyond the usual 
Consent Solicitation Exercise. 
This poses an increased 
challenge to retail investors

As a small and highly open 
economy, Singapore has 
inevitably been affected by 
the continued trade 
tensions between the US 
and China. 

Business confidence wanes

The impact of trade tensions has stifled 
prospects of growth and increased 
downside risks for the Singapore 
economy. Businesses are concerned 
that a slowdown, and even a possible 
recession, are on their way. 

Domestically, the growth momentum in 
key sectors such as construction and 
services has also dipped. Businesses 
and consumers are treading cautiously.

In June 2019, the Monetary Authority of 
Singapore (MAS) reduced the growth 
forecast for the year, and further 
revisions may be likely if the anticipated 
pick-up in the second half of the year 
does not materialise. 

Real GDP growth

Offshore sector doubts

Whilst crude oil prices may have 
recovered from the historical lows of 
2015/2016, the offshore sector has 
continued to face challenges, with no 
industry-wide recovery in sight. 

Overcapacity in the sector remains. 
Given the intense competition and the 
uncertainty about the direction of 
global oil prices, as well as concerns 
about the global economy, it is unlikely 
that demand and charter rates will 
return to the pre-downturn levels in the 
foreseeable future. 

A number of offshore companies 
continue to face liquidity pressure, 
which increases the need to undertake 
a restructuring to achieve the required 
deleveraging and rightsizing of 
balance sheets. 
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South Korea

Ongoing international trade 
tensions are affecting the South 
Korean economy

Lower growth of 2.3% expected 
in 2019 and interest rates 
reduced in July 

The restructuring market is 
moving to an approach in 
which public and private 
sectors share the risk 
and return.

South Korean restructurings 
are becoming increasingly 
private-led and less government/
bank-led
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Real GDP growth 

NPL deals (EUR m)

Spain

Spain facing a slump in exports 
and recent slowdown in 
production levels 

Automotive sector faces 
heavy compliance burden, 
which is causing bottlenecks 
in production

Accounting laws set to tighten 
provisioning of NPLs, limiting the 
access to new funding

Growth prospects remain 
strong for now, but a series 
of challenges are lining up, 
which could spur further 
restructuring ahead.

Retail sector going through 
transformation to a more global, 
online/offline integrated platform

Tourism sector sees pricing 
competition from other 
neighbouring countries, and also 
suffering from the uncertainty 
over Brexit
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USA 

Economy is still performing 
well despite macroeconomic 
challenges. Historically 
low interest rates and 2017 
tax cuts continue to have a 
positive impact

Growth remains strong. Yet, 
as the current cycle ages, 
market participants are 
naturally looking for signs 
that we may be approaching 
the next recession.

Real GDP growth

Positive outlook for now

July 2019 marked the 122nd month of 
the current economic expansionary 
cycle in the US, the longest since the 
Great Depression, and yet the slowest 
pace of growth during that time. 

There is no shortage of potential 
catalysts for a potential reversal 
including US-China trade tensions, 
instability in the Middle East, 
commodity price volatility – the list 
goes on. Yet these disruptive global 

forces have not yet had broad impacts 
on the US economy. Instead, the US 
economy continues to respond to 
historically low interest rates and the 
2017 tax cuts with steady quarterly 
growth, low unemployment and a 
stable inflation rate.

Fewer loan maintenance 
covenants and resultant reduced 
transparency are expected to 
result in companies restructuring 
in later in the stages of distress 
leading to fewer strategic 
options and lower recoveries 

1.9

(0.1)

(2.5)

2.6

1.6

2.2
1.8

2.5
2.9

1.6

2.4

3.1

2.5
2.1

1.8

 (3)

 (2)

 (1)

0

 1

 2

 3

 4

2007

Source:  PwC Analysis, International Monetary Fund

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021-25

Real GDP growth (% change, year on year)

%
 c

ha
ng

e 
Y

-o
-Y

Period

Restructuring Trends – A global view | 71



Cov-lite ramifications

In addition to searching for potential 
causes, it’s important to consider what 
may be different about the next 
recession compared to previous 
cycles. Notably, leveraged credit 
markets have experienced significant 
growth over the past ten years, driven 
in large part by the emergence of 

non-bank direct lending firms. The 
magnitude of capital chasing deals in 
this sector has created a borrower-
friendly environment, which has led to 
fewer financial covenants and lender 
protections. In fact, the notional 
amount of covenant light (cov-lite) loans 
outstanding increased tenfold from 
2007 to 2018. In contrast to the public 

bond market, loans in this market are 
less standardised and aren’t subject to 
the same level of broader market 
scrutiny. As a result, there’s more 
subjectivity and less transparency into 
financial adjustments and add backs 
that borrowers are permitted to make in 
their financial reporting to lenders.

Cov Lite as a percent of total leveraged loans

Unemployment rate

Source: S&P LCD

*as of October 2018
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West Africa (Ghana)

Ghana’s economy is performing 
well with 7.6% GDP expected 
in 2019 Prospects for growth are 

encouraging. However, 
bank reforms aimed at 
strengthening long-term 
resilience in the sector have 
caused short-term 
problems for savers. 

Ongoing bank reforms are 
causing challenges, with 
companies and savers facing 
difficulties accessing funds 
following the closure of a number 
of lending institutions

Period

  

Source: World Bank national accounts data, and OECD National Accounts data files
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Sustaining strong growth

Ghana is the second-fastest growing 
African economy, trailing only Ethiopia, 
with significant contributions from oil, 
gold and cocoa. In 2018, Ghana’s 
economy continued to expand rapidly, 
albeit at a slower pace than 2017.

In the medium-term (2019-2022), GDP 
is projected to grow on average at 
7.0%, buoyed by both oil and 
government-led boosts to agriculture 
and manufacturing. Inflation is 
expected to remain in the target range 
of 6-10% in 2019, while the fiscal deficit 
is expected to be marginally higher at 
4.2% of GDP.

FS clean-up

Unchecked growth in banks, savings 
and loans and micro-finance 
institutions has contributed to 
overcapacity and underperformance. 
Instability in the sector had also been 
fuelled by a combination of funding 
pressures, poor governance, bad debts 
and difficulties meeting regulatory 
capital requirements.

In 2017, the Bank of Ghana embarked on a 
major programme of stabilisation and 
reform. This has included revoking the 
licences of nine commercial banks and 
386 microfinance/micro-credit institutions.

While these measures aim to 
strengthen resilience in the long-term, 
the short-term impact has been the 
difficulties faced by companies and 
private savers in gaining access to 
funds held in institutions that have 
been forced to close. Difficulties in 
gaining access to bank funds have also 
prevented some fund managers from 
meeting payment obligations. Further 
impacts include job losses among 
financial services staff.
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World Bank indices

Source: The World Bank

1 Ease of doing business – ranks economies from 1 to 190, with first place having the most 
business-friendly regulations. A high ranking (a low numerical rank) means that the regulatory 
environment is conducive to business operation.

2 & 
3

Resolving insolvency DTF & Resolving insolvency rank – the data for the resolving 
insolvency indicators are derived from questionnaire responses by local insolvency practitioners and 
verified through a study of laws and regulations as well as public information on insolvency systems. 
The ranking of economies on the ease of resolving insolvency is determined by sorting their distance 
to frontier scores for resolving insolvency.

4 Recovery rate (cent on the dollar) – is recorded as cents on the dollar recovered by secured 
creditors through judicial reorganization, liquidation or debt enforcement (foreclosure or receivership) 
proceedings. The calculation takes into account the outcome: whether the business emerges from the 
proceedings as a going concern or the assets are sold piecemeal.

5 Time (years) – is the number of years from the filing for insolvency in court until the resolution of 
distressed assets.

6 Cost (% of estate) – the cost of the proceedings, recorded as a percentage of the value of the 
debtor’s estate, is calculated on the basis of questionnaire responses and includes court fees and 
government levies, fees of insolvency administrators, auctioneers, assessors and lawyers, and all 
other fees and costs.

7 Strength of insolvency framework Index (0-16) – the index ranges from 0 to 16, with 
higher values indicating insolvency legislation that is better designed for rehabilitating viable firms and 
liquidating nonviable ones.
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