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 LEADERSHIP REQUIRED FOR DIFFICULT TIMES
Scarcity of good strong leadership will drive 
the availability of deals to do now more than 
ever, and may also make the resulting deals 
quite difficult to do.

The repercussions of tightening liquidity, 
fewer covenant-based early warning signals, 
complex capital structures, and large lending 
syndicates often comprised of non traditional 
lenders with little workout knowledge will 
place a premium on the ability to manage 
complex proceedings efficiently. In liquid-
ity challenged companies, victory will go to 
those who can work collaboratively on man-
aging the size of the pie rather than warring 
over ever shrinking slices while the enterprise 
disappears.

The ability of debtor managements to face 
difficulty early and actively to involve their 
lenders and investors in creative solutions 
will be of paramount importance. Never well 

prepared to provide that leadership, many are 
less well prepared then ever, lulled by years 
of easy money. 

Corporate boards may be better at manag-
ing Sarbanes-Oxley compliance, but not nec-
essarily any more able to focus on strategy, 
preparedness for challenges, or competitive 
threats than they were pre SOX. When times 
are tough, boards often rally ‘round the CEO, 
listening less and less to other voices, just 
when their independent perspective may be 
what a beleaguered and often paralysed en-
terprise needs most. 

Lenders of all stripes may find themselves 
sitting on their hands, with no ability to act 
given few covenant restrictions as signs of 
difficulty grow ever more obvious. In face 
of actual covenant violation, the complexity 
of the capital structure will make rights and 
remedies tricky to enforce effectively. 

The number of players involved in many 
loans is high, and often piece sizes are small 
and the objectives (and accounting and regu-
latory environments) of the participants vary. 
Identifying and responding to difficulty will 
be hard as many lenders have little direct 
knowledge of the debtor; decision-making 

will be easily hamstrung. These lenders in-
dividually may have no interest in anything 
other than current return, or in some cases 
outright ownership, which will create a cer-
tain brinksmanship mentality. 

To top it all off, the professional restructur-
ing community, likely beneficiaries of this 
confusion as more reliance may be placed 
on attorneys, financial advisers, and turn-
around professionals, has been underutilised 
for years. Much of the group that pioneered 
turnaround management and bankruptcy 
counsel as respectable professions are aging 
or no longer practice. Some see the next wave 
of restructurings as a way to replenish their 
dwindling coffers.

Yup, leadership will be at a premium, and 
good leaders may be able to prevail in the 
midst of mediocrity. Good leaders with mon-
ey and the expertise to stay a tricky course 
will see much opportunity.  
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