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Distressed M&A Outlook Study

•
 

Conducted by Pepper Hamilton LLP and 
Carl Marks Advisory Group LLC in 
association with mergermarket

•
 

Survey of 75 investment bankers, private 
equity practitioners, hedge fund 
investors and lawyers
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How has the landscape changed since 
the study?

•
 

Chrysler/GM effect on the distressed 
M&A market
−Imposition of politics on financial markets

•
 

CIT repercussions
−Pre and Post Bankruptcy
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Has your firm advised on/participated in the 
sale of a distressed asset in the past year?

56%

44%
Yes
No
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Do you plan to exit any of your distressed 
investments in the upcoming year?

35%

65%

Yes
No
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On a scale of 1 to 5, how often is each of the following 
solutions being used by companies to deal with distress?

4.18 4.11
3.93

3.6 3.49 3.46

3.09 3.04
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Covenant amendment

Covenant amendment with
increase in rate
Covenant amendment with rate
increase and lowered availability
Out of court restructuring

Refinancing

Out of court sales

In court restructuring

In court or 363 sales

Where 1 = extremely rare and 5 = all the time
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In your experience, are distressed assets selling at 
a greater discount in this downturn 
than in previous downturns?

92%

8%

Yes
No
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What are the primary 
drivers of price?

54% 52%

23%
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Income-based valuations

Comparative transactions
valuations (i.e. based on
current and historical
prices paid for similar
transactions
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In the upcoming year, do you expect to see more distressed 
M&A transactions take place inside of bankruptcy 
or outside of bankruptcy?

37%

63%

Most transactions will
take place outside of
bankruptcy
Most transactions will
take place inside of
bankruptcy
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In the upcoming year, which of the following 
buyers do you expect to be most active in acquiring 
distressed assets?

59%
52%

24%

11%
10%
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Strategic buyers

Private equity

Hedge funds

Management

Lenders (as credit
bidders)
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What do you expect to happen to the level of distressed 
debt buy-backs among private equity firms over the 
next 12 months?

65%
13%

1%
7%

14% Increase
Increase significantly
Decrease
Decrease significantly
Remain the same
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On a scale of 1 to 5, how common will 
each of the following transactions be in the upcoming 12 
months?

3.96

3.83
3.76

3.52
3.44

3.39

3.1
3.2
3.3
3.4
3.5
3.6
3.7
3.8
3.9

4 Chapter 11
reorganizations
Sales outside of
bankruptcy
Section 363 asset
sales
Loans to own and
credit bids
Pre-packaged
bankruptcy deals
Liquidations

Where 1 = extremely rare and 5 = extremely common
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On a scale of 1 to 5, how strong an impact do the 
following issues have on the progress 
of distressed asset sales?

4 3.81 3.74 3.71
3.49

2.94

0

0.5

1

1.5

2

2.5

3

3.5

4
Lack of credit from
existing and third party
lenders
Lack or loss of bidders
for the distressed assets

Conflicts among various
third parties/creditors

Distressed asset
valuation difficulties

Difficulty of negotiating
with potential buyers

Fear of fraudulent transfer
claims in the future

Where 1 = extremely weak impact and 5 = extremely strong impact
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How likely is each of the following issues to deter 
potential buyers of a distressed company in the 
upcoming cycle?

3.83 3.713.46
3.41 3.39 3.38

3.04
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4 Uncertainty regarding the target’s
revenue stability

Uncertainty surrounding the target’s
future profitability

Too much debt on the target’s balance
sheet

Inability to perform dilligence and/or
obtain required internal approvals
within the required window
Lack of reliable/effective valuation
methods

Undesirable liabilities attached to the
target (i.e. contracts, leases or pending
lawsuits)
Management issues within the target
company
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In which of the following sectors do you 
expect to see the highest volume of distressed 
asset sales over the next 12 months?

63%

38%

30%
27%

16%
11%

10% 7%
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70% Real Estate

Financial Services

Energy, Mining, Oil & Gas

Consumer

Industrials, Chemicals &
Engineering
Construction

Technology, Media &
Telecommunications
Business Services
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In which of the following sectors do you 
expect to see the highest value of distressed asset sales 
over the next 12 months?

56%

38%

18%
14%

12% 10%10%
7%
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Question and Answer Session
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Concluding Thoughts
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For more information, visit 
www.pepperlaw.com.
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