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Foreword
A new environment is taking shape across Asia, one defined by 
lower growth figures and a chillier economic climate than in 
previous years. This shift from seemingly prolific expansion to a 
“flat is the new norm” reality has seen national economies and 
corporations across the region register varying degrees of 
stress. As such, various restructuring efforts are being launched 
to keep stressed companies afloat. 

AlixPartners has once again commissioned Remark to provide an 
outlook on restructuring and turnaround in Asia in the year ahead. 
As in last year’s survey, we captured and analyzed the views of 
150 thought leaders in the region who had recently been 
involved in a corporate restructuring. This on-the-ground view 
has proved invaluable in painting a picture of emerging trends, 
industry stress levels, and tactics needed to complete a successful 
company turnaround.

In line with last year’s survey, the theme of rising corporate 
stress leading to increased restructuring activity remains 
constant. Driven by macro uncertainties in the United States 
and Europe and exacerbated by the recent slowdown in 
mainland China’s economy, respondents’ expectations have 
been biased toward survivalist thinking. A growing number of 
survey participants also recognize the potential value that can 
be created through a corporate makeover. Respondents are 
convinced that taking a proactive – rather than reactive – 
approach can provide the flexibility to improve the odds  
for success. 

Our findings also show that as part of this changing mindset, 
respondents are showing preference for the holistic turnaround, 
a process that involves simultaneous resolution of financial, 
operational, and management aspects of the company. Not 
only can the holistic approach create value within the company, 
it can also raise corporate resilience as Asian companies 
compete in an increasingly globalizing world.

The year ahead may prove challenging for corporate Asia. 
While government policies are updated to accommodate 
restructuring efforts, there is still a long way to go. Unique 
political, legal and cultural issues will continue to come  
into play, sometimes favoring but most times challenging the 
restructuring process. As such, each country, industry and 
company – whether a local state-owned enterprise, foreign 
multinational, or domestic family-run conglomerate – will 
require a customized approach and tailored execution to 
successfully turn the company around.

As always, we hope you find this report a valuable and  
insightful read. 

CV Ramachandran 
Managing Director, Co-Head Asia Business Unit 

Masahiko Fukasawa 
Managing Director, Co-Head Asia Business Unit
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Executive Summary
Corporate restructuring expected to increase
Across Asia-Pacific, 70% of respondents expect corporate 
restructuring to increase in the year ahead, with 21% saying 
such activity would stay the same as in past years. This 
compares to 67% expecting increases and 25% expecting 
similar activity in 2013’s survey.

The holistic approach gains acceptance
A full 51% of respondents said a holistic turnaround would be the 
primary focus for distressed companies. Respondents noted that a 
comprehensive approach – addressing operational challenges, 
financial issues and management changes – can help pave a path 
to profitability, providing short- and long-term stability. 

Corporate Asia still not utilizing the CRO
Seeking assistance from external advisors or bringing in interim 
managers, often called Chief Restructuring Officers (CROs), 
while a cornerstone practice in the United States and Europe, is 
still rare in Asia. However, almost three quarters of respondents 
said distressed companies in Asia-Pacific are more or equally 
likely to employ a CRO in the year ahead than are their US or 
European counterparts. 

India to see the most restructuring events…
India will likely see an increase in corporate restructuring, 
according to 87% of respondents, a substantial jump from 60% 
the previous year. Various events in the past year have thrown 
the Indian economy into turmoil, and as corporate debt reaches 
new highs, respondents said companies in the subcontinent 
would be more distressed than their counterparts across Asia.

…followed by Japan, South Korea, and Greater China
Japan and South Korea are expected to see restructuring 
situations increase, according to 76% and 73% of respondents, 
respectively. This stands in contrast to last year when 100% of 
respondents expected increases for each country. In Greater 
China, 74% of respondents said an uptick in corporate 
restructuring would be likely, a decrease from last year when 
86% had similar opinions. In Australia and New Zealand, 67%  
of respondents expected increases, followed by Southeast Asia 
at 54%.

Drivers for corporate restructurings vary
According to 30% of survey participants, macroeconomic 
conditions will have the greatest influence on corporate 
restructuring, followed by regulatory or political developments 
with 28% of respondent sentiment. Debt and liquidity issues 
(22%) and industry-specific conditions (20%) can also contribute 
to such activity.

Private equity remains top investor class
Private equity maintained its place as the most likely source of 
investment for corporate restructuring, according to most 
respondents. Banks operating in the region, however, have 
seen their influence wane with respondents pointing out that 
banks that have not already scaled back in Asia will take a more 
cautious approach to lending. This will leave ample room for 
private equity firms and hedge funds to fill the void. 

Financial services and industrial products to see  
most restructuring
As in last year’s survey, financial services and industrial products will 
likely see the most restructuring, according to 81% and 76% of 
respondents, respectively. Non-performing loans continue to 
plague the financial services industry, while a shaky recovery in the 
West negatively impacts Asia’s industrial products companies. 

Challenges unique for local businesses and MNCs 
In Asia’s more mature economies, respondents said distress 
would be tipped toward local businesses or be almost evenly 
split with their multinational counterparts. However, in emerging 
markets, respondents believe MNCs may face greater obstacles.

Governments accommodating in varying degrees
Australia, New Zealand, and Southeast Asia stand apart as  
likely to have the most accommodating government policies 
due to their legal and financial systems and insolvency 
procedures. These countries were followed by Japan, Greater 
China, India, and South Korea, in that order, according to 
respondent sentiment. 

Mature markets offer best chances for reaching a resolution
Respondents across Asia-Pacific said that Southeast Asia (73% 
of respondents) and Australia and New Zealand (70%) provided 
the best environments for debtors and creditors to resolve 
financial issues. This year, 33% of respondents said Greater 
China would provide the most accommodating jurisdiction for 
debtors and creditors, an increase from 15% in 2013 and one 
that surpassed both Japan (28%) and South Korea (13%). 

Unrealistic expectations impede turnaround process
Across Asia-Pacific, 82% of respondents noted that unrealistic 
expectations among stakeholders and business leaders are 
most likely to cause a corporate restructuring to fail. Lack of 
investor commitment was also a reason corporate restructurings 
fail, according to 63% of respondents. 
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Rising Stress Breeds Rising Concern
Asia-Pacific was able to weather the financial storm in 2009, demonstrating  
a resilience not seen in other parts of the world. However, once-promising 
growth prospects across Asia-Pacific are giving way to more conservative 
attitudes, as regional economic figures begin to indicate a change in the  
months and years ahead. 

The slowdown in mainland China is having a ripple effect on 
prospects across the region, with Asia’s emerging economies 
feeling the brunt of changing sentiment. Although the 
International Monetary Fund (IMF) predicts economic growth 
of close to 6% in the region’s developing markets, figures that 
stack up well compared to counterpart Western economies, 
regional and global uncertainties continue to weigh heavily  
on corporate Asia’s shoulders. As 2014 unfolds, a number of 
industries and countries have shown greater signs of stress 
than others.

For these reasons, respondent sentiment among business 
leaders and professionals in the restructuring universe was 
largely skeptical of the year ahead. According to 70% of 
respondents, the volume of corporate restructurings is likely to 
increase over the next 12 months, with 13% predicting a 
significant expansion in such activity (figure 1). Almost a quarter 
expect these corporate makeovers to remain unchanged from 
the previous year. Compared to 2013, sentiment remains 
relatively fixed: 67% expected increases that year while 25% 
expected no change at all.

Although respondents largely agree that distress will be the main 
driver of corporate restructuring through 2014, a small group of 
survey participants said that the expected expansion in 
restructuring activity would also be driven by proactive initiatives. 
A respondent in Malaysia said certain companies want to change 
their business and operations by removing unreliable and 
ineffective aspects of their business while bringing in new 
expertise and fresh ideas for growth. In this way, the restructuring 
process would not only be the route to stabilizing operations, but 
also a catalyst for driving companies to pursue innovation to get 
ahead, build resilience, and create value.

Drivers of distress and opportunity 
Post-crisis Asia-Pacific has seen regional markets and industry 
leaders attempt to break their dependence on Western 
demand. This process, requiring both national and corporate 
level restructuring, is an arduous one, especially as 
macroeconomic changes continue. 

Unsurprisingly, as in last year’s survey, macroeconomic conditions 
ranked first among the drivers of corporate restructuring. While 
only 30% of respondents cited this issue as the dominant cause 
for concern, down from 39% in 2013, participants were no less 
vocal in citing that an alternative to Western consumer demand 
would be needed to fuel growth in Asia (figure 2). 

A respondent from Greater China said, “Chinese export activity was 
harmed because of the economic slowdown and macroeconomic 
factors in North America and Europe. The manufacturing sector, 
from which China derives much of its profits, has shown sluggish 
progress and has seen its contribution to the economy shrink.”

13%

57%

21%

8%
1%

Figure 1: Expectations for restructuring and turnaround 
situations across Asia-Pacific

 Expand significantly   Contract slightly  
 Expand slightly  Contract significantly
 Remain the same

70% of respondents expect corporate 
restructuring to increase in 2014
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In that vein, when considering industry-specific conditions  
or competitive pressures (20%), respondents said that those 
industries exposed to foreign demand will be more likely to 
restructure than those focused on their domestic markets.

According to 22% of respondents, debt and liquidity issues will 
also continue to weigh heavily on Asian companies as European 
financial institutions retreat from the region. This exodus is 
happening in tandem with shifting attitudes among Asian 
banks, as many grow more cautious about lending and look to 
manage their risk profiles. With credit availability drying up, 
matched with disappointing economic growth in some 
countries, companies in the region may find it increasingly 
difficult to secure sources of capital for growth or restructuring 
in the year ahead. 

Political situations across the region are likely to have a greater 
impact than in previous years. With a number of elections taking 
place in 2014 and governments restructuring various aspects of 
their respective economies, regulatory developments could 
also have an impact. This year, 28% identified this factor, 
compared to only 17% in 2013’s survey. 

A respondent from India said the changing regulations 
following a change in government after elections are held later 
this year, could influence investments and negatively impact 
the availability of liquidity. Likewise, in mainland China, 
regulations and various government hurdles may cause 
corporate restructuring to falter. Political developments, as 
mainland China restructures its economy, could also have an 
unpredictable impact, said one Greater China respondent. 

Despite the inherent turbulence, these drivers also create 
added incentive for companies to restructure proactively, 
before they become distressed. Through this approach and 
various value creation techniques, companies that plan ahead 
and anticipate change may find themselves emerging not just 
as market survivors, but as market leaders. 

Figure 2: Core drivers behind restructuring and turnarounds  
in Asia-Pacific

 Debt or liquidity issues  
 Macroeconomic conditions 
 Regulatory or political developments 
 Industry-specific conditions/competitive pressures

1 “Asia Economic Outlook 2014: Leaders And Laggards.” 28 November 2013. International Business Times.
2 “Asia-Pacific Company Debt to Dwarf Developed Markets, S&P says.” 16 May 2013. Bloomberg.

22%

30%

28%

20%

Risks in Asia

A number of issues are threatening regional and country-specific 
stability and economic growth. These developing concerns include:

Lackluster GDP growth. As mainland China’s economy continues 
to decelerate – from a peak of 7.8% in 2013 to a projected low of 
6.9% in 2014 – worries are building of a ripple effect across the 
region. Real GDP growth in Asia’s emerging markets is 
anticipated to reach 6.7%, according to the IMF, the result of a 
cooling in the global economy and China’s slowdown.1

Corporate debt levels. Corporate Asia is set to accumulate more 
debt than the US, eurozone, and UK combined by 2017, according 
to a recent Standard & Poor’s report. This will total somewhere 
between US$29.9 billion and US$32.5 billion, figures some 

economists consider conservative. Standard Chartered estimates 
that in emerging Asia, corporate debt makes up the largest 
proportion of total debt in countries such as Indonesia, Malaysia, 
Thailand, and South Korea.2 

Shadow banking in China.  Fears over a crisis in mainland China’s 
shadow banking sector have kept investors on high alert, 
especially following the near default of a major wealth 
management product (WMP) in January 2014. However, with 
expected returns from the low-risk, high-yield WMPs failing to 
materialize, investors are becoming wary of the products. A flight 
of investors would sever a vital source of financing to China’s 
small and medium-sized businesses and could lead to an 
economic slowdown.
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Embracing the holistic turnaround 
When the going gets tough, companies must acknowledge 
inefficiencies in their current business models and in some 
situations be willing to reinvent themselves completely.  
This may involve alleviating financial constraints, transforming 
operations, and installing new management – a process Alix 
Partners refers to as the holistic turnaround. 

This approach can help stressed companies not only by focusing 
the business on core and relevant capabilities, but also to 
reinvigorate value creation. 

Despite the apparent benefits, holistic turnarounds are relatively 
uncommon in Asia compared to Western countries. However, 
business leaders across the region are slowly realizing that a 
comprehensive restructuring plan can offer several benefits. 

A full 51% of respondents said a holistic turnaround would be  
part of restructuring plans among Asian corporations in the year 
ahead (figure 3). This three-pronged approach will help carve a 
path to profitability, providing short- and long-term financial 
stability to help the company revitalize operations and reinforce 
its balance sheet. 

Figure 3: Primary focus for distressed companies

Holistic turnaround
(All of the above)

Management/leadership changes

Debt/capital structure restructuring

Operational restructuring 45%

33%

11%

51%

Case Study:  
The holistic approach

The Situation
A leading Chinese manufacturer 
in the construction-materials 
sector, and owned by a leading 
private-equity fund, experienced 
a significant revenue decline over 
a six-month period and needed 
urgently to reduce costs. The 
highly-leveraged company 
breached a number of 
covenants. Lenders requested an 
assessment and an in-depth plan 
before entering into covenant-
reset discussions with the 
management and shareholders. 

The company hired external 
advisers to create a restructuring 
strategy, develop a five-year 
business plan, and provide 
implementation support. The 
team deployed a holistic 
approach to address the 
operational, financial, and 
management issues plaguing 
the company. 

Operational restructuring
To address over-capacity issues 
across China, the team identified 
specific plants and manufacturing 
facilities for sale. Portions of the 
proceeds were used to keep 
remaining operations running 
and others were allocated to 
paying back debt. 

As part of the operational 
restructuring efforts, the advisers 
defined additional actions to 
stabilize sales revenues and 
margins, refocus the distribution 
strategy, and optimize the cost 
structure. The team also 
developed an action plan with 
ten key initiatives supporting the 
short- and mid-term turnaround 
of the company. 

Debt restructuring
Management at the private-
equity fund initiated the 
company’s debt restructuring 
efforts in anticipation of 
breaches of covenants. The 
advisers also helped prepare 
and communicate to 
shareholders and lenders a 
new five-year business plan, 
including detailed liquidity 
plans.  

Interim management
One of the advisers acted as 
executive director on the board 
on behalf of the lenders and 
helped mediate tensions in an 
increasingly contentious 
relationship between lenders 
and the private-equity owners. 
The advisers supported the 
implementation of the 
turnaround and provided direct 
support to the newly recruited 
CEO of the company. 

Results
The restructuring benefited all 
parties. The advisers led an 
agreement on a covenant reset, 
and the creditors and private-
equity owners were able to 
recover parts of their respective 
financial contributions through 
the asset disposal sales of the 
company’s Chinese facilities. 

 

51% of respondents anticipate companies 
will take a holistic approach to restructuring
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Industry SOS 
Respondents noted that the financial aspect of the holistic turnaround would 
receive the most attention due to significant debt pressures from heavy 
borrowing among Asian companies in recent years. However, with market 
dynamics changing, and as the financial performances of many companies 
become less stable, leveraging the other components of a holistic turnaround  
to the corporate toolbox could prove to be a wise decision. 

Respondents anticipate that certain sectors will likely face 
increased corporate restructuring. The key drivers were identified 
in the earlier section. For some companies the decision to 
restructure may have more to do with incorporating new 
technologies or replacing outdated business models to build 
company resilience and improve performance than with 
alleviating distress. 

According to respondents, financial services and industrial 
products will likely see the most restructuring events, results 
similar to last year’s survey, indicating that change has yet to  
fully manifest or that stress may be reaching extreme levels 
(figure 4).

Financial services
Non-performing loans (NPLs) continue to pose the greatest 
burden to Asia’s financial services sector, creating increasing 
distress among the region’s state-owned and private banks. 
Failure on the part of regulators to monitor and scrutinize the loan 
approval process has potentially made the greatest contribution 
to the pile up. In some instances, political pressure to lend or 
personal family ties may have influenced the approval process, 
even if the borrowing company shows clear signs of trouble.

The drivers of distress vary by country: 

}} In India, banks are struggling to manage NPLs as Indian 
corporations take on more debt while facing project 
setbacks and cancellations. Currency volatility and 
macroeconomic uncertainty have also created turbulence  
in the sector. As bad loans continue to reach record highs, 
threats to profits at the nation’s banks could result in a 
lending curb.3

}} Restructuring in Japan’s financial services space is likely to take 
the form of industry consolidation. Sector fragmentation has 
left many local lenders with unstable balance sheets and, with 
NPLs on the rise, shareholders are stepping in to encourage 
bank managers to take necessary steps for change. 

}} Greater China is preparing for a spike in NPLs by exploring 
options to overhaul its banking sector. The central 
government is unlikely to allow banks to go bust, and the 
cost of an industry-wide cleanup could be a costly burden.4

}} Banks in Singapore received a ratings downgrade from 
“stable” to “negative” as demand for borrowing and low 
interest rates push debt figures higher. This poses significant 
risk to corporations and households, both of which have 
accumulated more debt than they may be able to handle.5 

Figure 4: Restructuring expectations by sector across Asia-Pacific

81%
76%

60%
57%

31%
25% 25% 24% 22% 22%

MiningPharmaceuticalAirlinesRetailChemicalsTechnology, 
media, and 

telecommunications

AutomotiveReal estateIndustrial 
products

Financial 
services

3 “Rising Bad Loans Pose a Threat for India.” Wall Street Journal. 6 January, 2014. 
4 “Beijing tests tools to tackle bad debt.” Wall Street Journal. 9 January, 2014. 
5 “Singapore’s banks: The perils of a gilded age.” The Economist. 3 August, 2013.
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}} Malaysian banks have likewise been downgraded, with  
S&P cutting its outlook from “stable” to “negative” for four  
of the country’s major lenders.6

}} One of the sub-region’s largest financial institutions is 
restructuring for a push into Asia’s emerging markets. 
Australia and New Zealand Banking Group (ANZ) will 
undergo extensive change, using M&A as a tool  
to enter new markets, as it embarks on an ambitious 
expansion plan across the region. 

Industrial products
Ripples from a shaky recovery in Western markets have 
become waves battering Asia’s industrial products sector. 
While the trend has been ongoing since 2008, the impact 
today is being exacerbated by rapidly increasing corporate 
debt. A respondent from India summarizes the situation by 
saying that, “As demand for industrial products continues to 
sink, companies are unable to meet their debt obligations  
and restructurings will increase.” 

Again, distress in the sector has and will continue to have 
different affects on different Asian markets. For example:

}} In India, negative growth continues to hamper the industrial 
products sector. Experts and industry observers have cited 
delays in policy support, inflation, increasing costs of capital, 
and a general lack of sufficient infrastructure as a few of the 
many issues facing the industry.7 

}} Stagnant domestic demand has resulted in several 
Japanese companies focusing on M&A, in parallel with 
operational restructuring. Southeast Asia has become a 
target of Japan’s overseas odyssey as Japanese companies 
search for new growth areas and opportunities to gain 
market share in Asia’s emerging economies.

}} Weak overseas demand due to macroeconomic events  
is putting strains on manufacturing in Greater China and 
Australia and New Zealand. As revenue streams dry up, 
companies in this segment of the economy may be unable 
to meet their debt obligations. 

}} Manufacturers and industrial component makers in Southeast 
Asia are also likely to restructure operations in an effort to raise 
their appeal for inbound investment. This comes as Japanese 
investors expand into untapped markets and as Western 
corporations move manufacturing bases from Greater  
China to locales with lower-cost labor forces.

Country-specific forecasts
Global dynamics and shifting market trends are causing 
corporations in Asia to rethink and revamp their businesses. 
As such, most respondents anticipate that corporate 
restructuring will increase in each country but for different 
reasons in the year ahead (figure 5). While the financial 
services and industrial products industries ranked as the  
top sectors likely to see restructuring within each country, 
respondents have also identified a number of other  
industries in need of restructuring.

6 “S&P cuts outlook on Malaysian banks on household debt concerns.” Bloomberg. 27 November, 2013 
7 “Distress signals in Indian economy.” India Today, 25 October, 2013.

Figure 5: Expectations for restructuring situations in Asia-Pacific

Southeast Asia

Australia and New Zealand

South Korea

Greater China

Japan

India 27%

11% 63% 18% 8%

73%3%

13% 60% 20% 7%

13%20%40%27%

11% 43% 32% 11% 3%

17% 7%

13%60%

 Expand significantly  Remain the same  Contract significantly 
 Expand slightly  Contract slightly
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India
Record low expansion and the rupee’s meltdown in 2013 likely 
caused India’s economic prospects to deteriorate, creating new 
difficulties for corporate India. A slowdown in manufacturing 
and delays to critical infrastructure projects, in addition to rising 
fuel costs, have added to an already growing list of challenges 
for ailing companies. 

Across the subcontinent, a rising tide of Indian companies may 
be watching their financial stability erode amid piling corporate 
debt. Entering Q4 2013, 3,600 of India’s large cap companies 
had debt totaling close to US$400 billion, according to Credit 
Suisse. The top 10 companies analyzed had debt close to 
US$100 billion.8

Against this backdrop and based on respondent feedback,  
an increase in restructuring seems a certainty, as 87% of survey 
participants expect an increase in restructuring and turnaround 
situations, the highest percent among Asian countries this year.  

Industries in distress, according to respondents, include:

}} Airlines
Indian air carriers continue to see soaring ambitions remain 
grounded as debt issues plague the industry. 2013 also saw 
the collapse of Kingfisher Airlines after several restructuring 
efforts. The past year has also seen Air India undergo a 
corporate makeover after losing its market leading position 
amid escalating financial difficulties, employee issues, and 
persistent pilot and staff strikes.9

}} Real estate
The rupee’s freefall and recent Land Acquisition Act, on top of 
the possibility of an economic contraction, could put further 
strains on property developers. A respondent from India  
said, “Many real estate developers are holding large piles  
of debt and have no cash flow as property sales decline to 
staggeringly low levels. The main reasons behind this are 
increases in property loan rates and declining earnings.” 

}} Retail
Distress in the industrial space has had a spillover effect into 
the services sub-sectors, including retail. Activity in the 
service sector contracted over the course of last year on the 
heels of tighter financial conditions and heightened 
macroeconomic uncertainty.10

Japan
In early 2013, Prime Minister Shinzo Abe’s economic experiment, 
known as “Abenomics”, set out to shake Japan from its almost 
two-decade-long economic slumber. One year later, economic 
growth and a revival of exports have failed to fully materialize.  
An increase in the consumption tax from 5% to 8% may derail 
consumer spending, a development that could further stifle 
economic recovery. Conversely, without the tax, rating agencies 
could downgrade Japanese debt causing international investors 
to lose confidence in Japan’s economic turnaround.11

Sentiment from survey participants is equally pessimistic. While 
a small portion of the respondents expect a decrease in distress, 
the vast majority anticipate that corporate restructurings will 
expand in the year ahead. Many cited a stagnant domestic 
market and widespread debt as the main causes behind Japan’s 
distress, especially in contrast to other countries experiencing 
economic expansions.

Whether domestic strains or distress in overseas assets, 
respondents expect a number of Japan’s core industries to  
be challenged in the year ahead:

}} Technology
Japan’s electronics giants are struggling to improve 
competitiveness and profit margins. Panasonic cut 71,000 
jobs in 2013 and is undergoing a dramatic shift from consumer 
electronics to alternative energy.12 Later that year, Sharp set out 
to cut 10,000 jobs and sell a California-based solar power 
developer it purchased in 2010. Sony announced plans in 
early 2014 to spin off its TV operations and sell its personal 
computer division.13

}} Automotive
Japan’s automakers are likewise making changes: Mazda has 
shifted car production to Mexico, and Toyota has halted 
construction of new factories, while scaling back production 
in key markets like Australia.14 In several Asian markets, 
Japan’s major auto giants have seen market influence wither 
amid increasing competition from upstarts in mainland 
China. These automakers will need to pursue a variety of 
alternate strategies to regain lost market shares.

}} Retail
It may be too soon to tell the long-term effects of  the nation’s 
increased sales tax, but already anxieties are high among 

8 “Indian Billionaires’ Companies Sinking Under Soaring Debt Levels.” Forbes, 22 November, 2013.
9 “Air India pilots may go on strike today.” Economic Times, 5 January, 2014.
10 “Distress signals in Indian economy.” India Today, 25 October, 2013.
11 “A Japanese Crisis Nears.” Forbes, 10 August, 2013
12 “Japan Inc. Profits Double as Cost-Cutting CEOs Pace Recover.” Bloomberg, 18 November, 2013.
13 “Sony Jumps After Restructuring Plan Unveiled.” Wall Street Journal, 7 February, 2014.
14 “Japan Inc. Profits Double as Cost-Cutting CEOs Pace Recover.” Bloomberg, 18 November, 2013.
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Southeast Asia

Japan

Key

South Korea

India

Australia and 
New Zealand

Greater China

Real Estate  Mining

Automotive

Retail

Technology, media, 
and telecommunications

Chemicals Airlines

Hospitality

Figure 6: Top distressed sectors by country (respondent selections)
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retailers fearing a contraction in consumer demand. Equally 
important, some of Japan’s retailers are restructuring operations 
and pursuing new product lines to diversify product offerings as 
Japan’s ageing population develops new needs.

South Korea
Going into 2014, South Korea experienced its fastest economic 
growth in almost three years. However, a prosperous future is 
far from guaranteed. Mixed concerns about currency rates and 
corporate earnings have held steady among investors. A 
depreciating Japanese yen against the Korean won could prove 
problematic for local exporters.15 Public think tank Korea 
Development Institute says that without intensive and 
comprehensive corporate restructuring, South Korea’s 
economy will be trapped in growth similar to Japan’s.16

Similarly, 73% of respondents supported the idea that restructuring 
events would increase in the year ahead as South Korean 
corporations struggle to compete against global leaders and 
industry newcomers, many from China.

An ongoing trend has seen a number of South Korea’s debt-
saddled conglomerates divest non-core business assets to focus 
on core operations.17 Industries likely to see restructuring in the 
year ahead included:

}} Technology
In January 2014, Samsung Group Chairman Lee Kun-hee 
stated that the company would be undergoing a corporate 
makeover involving changes to business strategies, hardware 
process, and corporate culture. The restructuring will help 
Samsung cope with a rapidly evolving business environment 
and competition.18 Other electronics and tech companies 
are expected to follow suit. 

}} Automotive
Like their counterparts in the technology space, South Korean 
automakers face increasing competition from global and 
regional rivals.  Though balance sheets at the two Korean auto 
giants remain stable, suppliers are likely to face increasing 
threats from foreign competitors. 

}} Retail
Growing household debt in South Korea is taking its toll on 
consumer spending, with mortgage payments and preference to 
spend on education also eating into disposable incomes. Similar 
to Japan, shifting demographics are putting strains on retailers to 
meet the changing demands of an ageing population.19

Greater China
The question mark hanging over mainland China’s economic 
growth and tighter credit conditions, could potentially lead to 
an increase in corporate restructuring in Greater China in the 
coming year. This comes as China’s central government plans  
to restructure the country’s economy, emphasizing domestic 
demand over exports as the country’s primary growth driver. 
Noting this trend, 74% of respondents said restructuring or 
turnaround situations would increase in some degree over the 
next 12 months, a percentage that  decreased slightly from last 
year’s 86%. 

One respondent from Greater China said, “Looking at the 
economic crises and slowing economic growth, restructuring 
will expand significantly in China. The slowdown in our 
economy will be accompanied by a stronger emphasis on 
upgrading various industries to match the slowing economy.”

Corporate debt also factors highly into the outlook for 2014. 
Chinese company debt, equivalent to twice the size of Ireland’s 
economy, will come due in 2014, an astronomical figure totaling 
close to US$430 billion issued by non-financial companies. As 
debt levels reach new highs, the probability of defaults becomes 
more likely.20 

In Greater China, respondents noted the following industries  
as likely to see restructuring activity:

}} Real estate
A building binge following a massive stimulus program  
in 2008, has resulted in large property developments 
completed but left vacant awaiting buyers. Now, as 
property prices drop, unsold inventory is putting a strain  
on the balance sheets of real estate companies. Likewise, 
banks have seemingly become unwilling to refinance debt 
held by real estate companies, causing many to consider 
restructuring their debt via alternative higher-cost means.

}} Automotive
Despite cutbacks to stimulus measures aimed at boosting 
demand and national initiatives to reduce auto pollution, car 
sales in mainland China are expected to exceed forecasts. 
Recent years have seen China’s automakers engage in 
outbound M&A to acquire foreign brands and technology 
while expanding their own product lines. To compete 
regionally and then internationally to expand market share 
restructuring is likely in some of these acquisitions.

15 “S.Korea shares open 2014 on weak note, large-caps weigh.” Reuters, 1 January, 2014.
16 “KDI: S.Korea would follow footsteps of Japan without restructuring.” MK Business News, 15 January 2014. 
17 “Private equity to steal Korea M&A spotlight next year as restructuring, policy trends heighten.” Mergermarket intelligence, 20 November, 2013.
18 “Samsung Chairman Asks for Another Corporate Change.” BusinessKorea, 3 January, 2014.
19 “South Korea’s Japanese Mirror.” The Diplomat. 6 February, 2014.
20 “First China Default Seen as Record $427 Billion Debt Due.” Bloomberg, 9 December, 2013. 
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}} Pharmaceutical
Foreign pharmaceutical companies that came down with the 
“China bug” and were eager to enter the market have found 
themselves down with something of a financial flu. The 
country’s declining economy and crackdown on corruption 
threaten to pull down sales at the largest pharma multinational 
corporations. For Chinese pharmaceutical companies, growth 
has likewise stagnated as the industry enters a period of 
transformation to compete with global players.21 

Australia and New Zealand
Sentiment toward restructuring and turnaround situations in 
Australia and New Zealand saw the most dramatic change from 
2013’s Outlook, increasing from 36% to 67% in terms of expected 
restructuring activity. Slower than expected economic growth and 
market volatility matched with rising debt burdens were among the 
drivers of distress in the sub-region. Respondents were also quick 
to note that the sub-region’s stable business environment and the 
ease of navigating the regulatory environment will allow companies 
to restructure debt more easily compared to other Asian countries.

Australia and New Zealand will likely see restructuring in the 
following sectors, according to respondents:

}} Mining
Respondents noted that ongoing distress among Australia’s 
miners will continue to propel corporate restructuring, especially 
as commodity price fluctuations and rising operating costs 
impact smaller exploration and mining companies. Industry 
reports indicate that nearly half of listed Australian mining 
services companies issued profit downgrades in the first half  
of 2013, with the outlook remaining negative as demand for 
resources from China and India continues to wane.

}} Retail
While a recovery in consumer spending may be unfolding, 
the recent headline-making restructuring of a struggling 
surfwear company Billabong, remains fresh on industry 
observers’ minds. With assistance from private equity 
partners, the clothing retailer has set out on an ambitious 
turnaround plan to revive the brand’s image among its target 
customer base.22

}} Hospitality
The strong Australian dollar matched with macroeconomic 
uncertainties are having a negative impact on the country’s 
tourism and hospitality industry. Labor force issues are also 

dampening industry prospects. Needing to tap the 
potential of tourists from other parts of Asia, specifically 
Greater China, companies in the industry may have to 
restructure their cost structures to achieve short- and 
long-term goals.

Southeast Asia
While companies in Southeast Asia might be in better financial 
positions than their counterparts across Asia, 11% of 
respondents expect a significant increase and 43% expect a 
slight increase in corporate restructuring in the year ahead. 

Such sentiment follows recent macroeconomic trends, 
especially mainland China’s economic slowdown. The 
Eurozone crisis and tepid demand from the United States 
continue to plague export markets across the sub-region. 

However, increasing interest from Japanese investors looking to 
enter the relatively untapped markets of Southeast Asia could see 
companies embrace the idea of a corporate makeover to 
enhance their attractiveness. For these corporations, restructuring 
is about changing organizational structures and upgrading 
outdated processes to create a modern enterprise ripe for 
investment. In addition, others are restructuring to tackle 
domestic or regional competitors. 

Like mainland China, wage increases in Southeast Asia may 
derail some corporate ambitions. In Thailand, a minimum  
wage hike has raised concerns over both competitiveness of 
Thai companies and inflation as higher operating costs are 
passed on to customers. Similarly, workers in Indonesia are 
pushing for higher wages to counter rising living expenses.23 

While corporate debt in Southeast Asia remains manageable, 
profit margins among Indonesian corporations with large dollar 
debts will likely suffer should the US Federal Reserve scale back 
its bond buying program.24 The Fed tapering would also 
negatively affect the region’s major exporters, namely Singapore.

Across the sub-region, respondents expect restructuring in:

}} Retail
Rising middle classes and changing tastes for consumer 
goods are driving M&A activity in the retail space. Domestic 
companies are expanding within the sub-region and MNCs 
continue to explore opportunities to enter Southeast Asia’s 
emerging markets. 

21 “China’s pharma potential diminishes.” Business Week. 14 November, 2013. 
22 “Billabong moves for a return to cool.” New.com.au, 10 December, 2013
23 “Thai Bankruptcies Rise as Minimum Wage Rolls Out: Southeast Asia.” Bloomberg, 27 February, 2013.
24 “Corporate Indonesia worries as rupiah wobbles.” Financial Times, 17 September, 2013. 
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}} Automotive
Like retail, Southeast Asia’s automotive sector will see 
increased restructuring activity as foreign investors compete 
to enter the market through M&A and joint ventures. 
Malaysia in particular is trying to entice foreign capital  
by relaxing restrictions on foreign automakers.25 

}} Airlines
The air transportation industry in Southeast Asia will have  
to rethink its strategy for enticing and retaining customers.  
A respondent said, “Historically, airlines have seen profits 
dwindle while losses have increased over the past few years. 
Profitability is likely to improve as privatizations continue  
and more competitive, low-cost carriers proliferate,” two 
circumstances that could lead to restructuring among  
air carriers.

Restructuring: domestic versus foreign corporations
Economic situations unique to each jurisdiction have created 
distinct challenges for local companies and multinational 
corporations (MNCs). In Asia’s more mature economies, 
respondents said restructuring activity would be tipped either 
toward local businesses or would be almost evenly split with 
their multinational counterparts. In emerging markets, MNCs 
may face greater obstacles, and respondents note that these 
global corporations are more likely to pursue turnaround efforts.

A weak recovery in Australia and stagnant market in Japan have 
created situations where local companies and MNCs are 
struggling to stay out of the red (figure 7). The same is true for 
South Korea, where the domestic market is causing local 
companies to restructure. Lacking access to credit, many 
business leaders are restructuring to raise capital, a respondent 
from Japan said. For foreign companies in Japan, intense 
competition and tougher profit targets have put a seemingly 
unbearable strain on MNCs, causing many to reconsider their 
strategies in Japan and other developed markets.

However, it is in Asia’s emerging markets where MNCs will 
likely meet their greatest challenges. In Greater China, foreign 
manufacturers of retail goods are reconsidering their strategies 
as rising labor costs push the price of production higher.  
Many are losing ground to Chinese competitors as domestic 
companies become more adept at taking away market share.  
The same is true in India, where local competition and a weak 
national currency are cutting into MNC profit margins. MNCs 
operating in Southeast Asia will face the same difficulties in 
terms of competition from local companies, with the added 
strain of sometimes operating in unfamiliar markets. 

25 “Malaysia eases rules on manufacturing cars to lure foreign automakers.” Automotive News Europe, 21 January, 2014.

Figure 7: Anticipated distress at local companies and MNCs across Asia in year ahead
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Roadblocks to Restructuring
Successful restructuring involves overcoming many barriers, including 
financial, operational, and people issues,  as well as managing cash flow or 
addressing debt issues with creditors. Governments, too, are playing a role, 
sometimes helping but other times slowing down the turnaround process. 

Debt creates greatest hurdle
In 2013, 33% of respondents selected lack of accurate financial 
forecasts followed by 25% for difficulty in maintaining 
relationships with lender, suppliers and customers as the top  
two factors likely to impede corporate turnarounds. This year, 
opinions have changed.

Negotiating with creditors will be the greatest challenge to 
alleviating corporate stress in the year ahead, according to 30% 
of respondents (18% in 2013), trailed by refinancing debt with 
banks at 23% (9% in 2013) (figure 8). 

Amid persistent economic uncertainty and market volatility, 
banks appear to have taken a cautious approach to lending.  
As one respondent from Australia and New Zealand notes,  
“The banks are more hesitant to lend capital into troubled 
situations and are not providing financing unless the 
fundamentals of the borrower are strong and sound. Creditors 
are also undertaking extensive checks and validations to screen 
out many companies that are in dire need of financing.”

In sync with rising stress levels among Asian corporations,  
the credit faucet is also being tightened. The result has been 
decreasing opportunities to refinance debt as companies at  
all levels fail to meet extensive requirements set by lenders.  

“Years ago, refinancing was relatively easy, and banks were 
willing to extend maturities and refinance at reasonable rates. 
Now, as the economy continues to slow, banks are becoming 
more reluctant to refinance,” said a respondent from Indonesia. 

Governments in action or government inaction?
While the fate of a restructuring involves numerous parties, 
governments across Asia are taking a more active role in the 
turnaround process. Whether through relevant policies or a 
direct hand in the restructuring itself, governments are playing  
a crucial part in company survival. 

Respondents said governments would be most likely to direct 
banks to provide easier access to credit for companies in Asia (36% 
of respondents). Thirty-four percent said governments would 
create a better balance between creditor and debtor requirements. 

Introducing new regulations and fair treatment for foreign creditors 
accounted for the remainder.

Taking a pan-regional view, government policies across Asia 
have both helped and challenged corporate restructuring 
agendas, according to respondents (figure 9). Australia and 
New Zealand and Southeast Asia stand as likely to have the 
most accommodating government policies in the year ahead. 
Among the region’s most mature markets, the governments of 
Australia and New Zealand have sound, modern legal systems 
with established financial systems and insolvency procedures. 
Likewise, Singapore’s financial and regulatory structures provide 
a supportive framework for corporations to restructure. 

A respondent from Singapore notes the ongoing evolution of 
restructuring procedures in the city-state: “Regulations posed 

30%

23%

19%

17%

11%

Figure 8: Challenges to restructuring in Asia-Pacific
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many restrictions on restructuring, particularly for foreign 
investors. Now, regulatory pressures are being lifted by the 
government and the level of restructuring will surely increase 
as a result.”

In Japan, the government has traditionally taken a passive 
approach to restructuring. Companies that required restructuring 
were view as failed enterprises, left to fend for themselves when  
faced with insolvency situations. This stance is changing. The 
Japan Revitalization Strategy stresses the importance of business 
restructuring and reorganization through industry consolidation 
or inorganic growth.  

Industry consolidation is also being encouraged in Greater 
China. In October 2013, China’s State Council issued  
a guidance document to solve the country’s severe overcapacity 
problems in certain sectors such as iron and steel, cement, 
shipbuilding, and others. As new projects are put on hold and 
industry players merge to form larger entities, M&A will increase. 
While many of these industries involve the larger state-owned 
enterprises -- companies that have traditionally been off limits to 
third-party involvement and professional restructuring experts -- 
the country’s burgeoning private sector is also undergoing a 
rapid change as small and medium-sized enterprises (SMEs) 
restructure operations through M&A and other means to expand 
their business scope and scale. Respondents noted, however, 
that additional policy changes will be needed if successful 
restructuring is to be further encouraged.

South Korea and India find themselves at the opposite end  
of the spectrum. A respondent from South Korea said, 
“Regulations in South Korea are still strict and are difficult to 
overcome. The government should reduce these regulatory 
barriers to allow firms to build new strategies without having  
to worry about overcoming additional hurdles.” 

Dead ends: Why turnarounds collapse
From start to finish, the restructuring process can take anywhere 
from a few months to a year or more. To achieve sustainable 
change, company leaders and stakeholders must forget the quick 
fix, manage expectations, and understand that restructuring is a 
time- and resource-intensive endeavor that can be instrumental in 

preserving the company’s future. To that end, once a restructuring 
is under way, a certain amount of patience is needed to address the 
various symptoms afflicting the ailing company.

Across Asia-Pacific, unrealistic expectations among stakeholders 
and business leaders ranked most likely to cause a corporate 
restructure to fail, according to 82% of respondents (figure 10). 
This is consistent with sentiment from last year’s survey, when 
the largest number of respondents also chose this option. One 
respondent insightfully said, “Companies in Asia-Pacific lack 
experience when it comes to restructuring, so they may try to 
solve the problem quickly, rather than comprehensively, which 
results in failure. The complexity of restructuring means that 
critical decisions made in haste will likely go awry.”

Lack of investor commitment was also a reason corporate 
restructurings fail, according to 63% of respondents. Investors 
with majority stakes in companies can block or veto restructuring 
proposals, or force management changes that affect the 
outcome. Similarly, disagreements among investors can stall 
corporate restructurings. 

Respondents also voiced concerns over inadequate resources 
and capablities for the restructuring process. As one 
respondent pointed out, trying to manage a restructuring 

Figure 9: Government policies toward corporate 
restructuring/turnaround in the year ahead
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internally with management or leaders who lack relevant 
experience or professional insight can be just as detrimental to 
a corporate turnaround as rash decision-making.

In line with last year’s findings, respondent feedback suggests 
that restructurings are more likely to collapse due to internal 
influence from stakeholders and decision-makers, rather than 
external factors such as competitor aggressiveness. Unrealistic 
expectations among those involved shows that while 
restructuring activity is expected to increase in Asia-Pacific,  
the parties involved have yet to develop a comprehensive 
understanding of what is needed to ensure a successful 
turnaround. This, matched with general inexperience among key 
stakeholders, could drive failure of select corporate turnarounds.

Figure 10: Reasons behind the failures of  corporate restructuring
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Case study: The CRO

After experiencing faster than expected 
declines in mature technology businesses, a 
US-based imaging solutions company was 
struggling to fund its transformation into a 
digital growth company. At the same time, 
high legacy liability costs, mounting debt 
obligations, and cash-flow issues were 
pressuring the company’s bottom line. Despite 
operating a number of mature cash-
generating businesses, the continued financial 
pressure, combined with changing market 
conditions, had become untenable. 

Upon filing for bankruptcy, the company 
needed assistance in developing and 
executing on a strategy for both a financial 
and operational restructuring and hired a 
CRO and restructuring team to manage the 
restructuring process. 

The CRO partnered with management of  
the company and a team of restructuring 
professionals in the development of a 
restructuring plan that tackled multiple 

priorities.  Most importantly,  these priorities 
included raising capital to support the 
restructuring and emergence from Chapter 11, 
monetizing non-strategic intellectual property, 
fairly resolving legacy liabilities, and 
reorganizing around the company’s most 
valuable businesses. 

This successful Chapter 11 restructuring, which 
captured more than $300 million in cost 
reductions, resolved more than $4 billion in 
legacy employment and environmental 
obligations, and raised more than $1.3 billion 
in debt and equity to support the emergence 
of the company.  This was accomplished by:
}} Positioning the business to emerge from 

bankruptcy by supporting the wind-down 
of certain business units and conducting 
aggressive supplier negotiations;

}} Driving bottom-line results by 
implementing a customer pricing and 
profitability program and implementing 
other programs to reduce corporate and 
business unit costs;

}} Building longer-term capabilities by 
creating standardized performance 
metrics and forecasting tools, 
reorganizing various corporate and 
regional teams, and rolling out a new 
worldwide sales incentive program.

}} Shifting business strategy and market 
focus by focusing on commercial imaging 
solutions instead of commercial and 
consumer products. 

Through this successful restructuring process, 
the company exited its non-core businesses 
and adopted a new long-term strategy 
focused on innovation with its growth 
businesses.  After the company successfully 
emerged from bankruptcy, the company 
relisted on the NYSE. Today, the company is 
building upon the momentum of its year over 
year operating performance improvement 
from 2012 to 2013, creating a promising 
outlook for the year ahead.

 

Managing a Turnaround For Success
The restructuring process can collapse if change is haphazard or if stakeholders 
interfere with or delay the process. Deciding a course out of crisis requires 
proven financial, operational, and managerial capablities to create solutions  
that are best for the company. The same is true of securing a market-leading 
position or sharpening a company’s competitive edge. 

When restructuring operations -- one component of the holistic 
approach to restructuring -- companies have a number of options 
to consider. In this year’s survey, 76% of respondents said the 
most common strategy would involve working-capital reductions 
across accounts receivable, accounts payable, and inventory 
(figure 11). This option jumped several places over the previous 
year, when only 37% of respondents held a similar opinion. 

Working-capital reductions are one of the initiatives a company 
can undertake to free up cash quickly, enabling them to continue 
operating with adequate funds, manage debt, and meet 
upcoming operational expenses. 

Selling non-core assets (including land), on the other hand, is a 
more resource-intensive process, but also one that can generate 
necessary funds in a time of crisis. As such, 75% of respondents 

chose asset sales as the preferred route during restructuring, 
followed by 57% who said corporate turnaround actions would 
revolve around scaling back production capacities.

The Chief Restructuring Officer: A catalyst for change
Seeking assistance from external advisors or bringing in interim 
managers, often called Chief Restructuring Officers (CROs), 
while a cornerstone practice in the United States and Europe,  
is still rare in Asia. However, almost three quarters of respondents 
said distressed companies in Asia-Pacific are more or equally 
likely to employ a CRO compared to their US or European 
counterparts in the year ahead. 

Many companies in the region are privately owned, controlled  
by families with deep local roots and an ambivalence toward 
allowing outsiders into their ranks. For many companies, it is a 
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matter of trust or a lack thereof: neither friend nor family, the CRO 
is an unknown element. For other companies, questionable 
corporate governance practices act as deterrents to enlisting a 
CRO who could expose possible wrongdoings or discrepancies. 

However, the CRO can prove invaluable to restructuring efforts. 
As transformational leaders, CROs can be tools for innovation, 
bringing fresh ideas to the table and providing outside 
perspectives to stimulate change internally. Experts in their fields, 
CROs are often well versed in the local business environment. In 
many instances, they speak the local language and may even 
have connections of their own within the local ecosystem. 

As one respondent noted, strong leadership is absolutely 
necessary during a corporate turnaround; inefficient managers 
stand to derail the process entirely. “Poor leadership shuts off the 
natural creativity, innovation, and efficiency of the restructuring 
process and actually de-motivates and demoralizes those 
involved,” the respondent said. 

While each CRO’s mandate is tailored to the company’s needs, 
responsibilities can include creditor negotiations, business plan 
development, cash management, supplier relationship 
management, and operational improvement. Respondents also 
noted that the CRO must have the following skills to be successful:

}} Industry knowledge
}} Prior restructuring expertise
}} Senior leadership
}} Implementation focus

 
One respondent notes, “Restructuring in every industry comes 
with its own unique set of challenges, so the CRO must have a 
comprehensive understanding of the industry in which the 

distressed company (the client) is operating. Likewise, prior 
restructuring experience in Asia is highly desirable as the 
operational and regulatory environment varies across the region 
and is more developed in some countries than in others, which 
adds an extra layer of complexity and difficulty.”

Sources of finance: The role of private equity
As in 2013’s Outlook, private equity maintained its place as 
the likely provider of new funds for corporate restructuring in 
the year ahead (figure 12). Banks operating in the region, 
however, have seen their influence wane with respondents 
pointing out that banks that have not already scaled back in 

Figure 11: Expected strategies for operational restructuring  
in the next 12 months
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Figure 12: Sources of financing for corporate restructuring in the next 12 months
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Asia will take a more cautious approach to lending. This will 
leave ample room for private equity firms and hedge funds to 
fill the void. 

“Private equity firms have considerable dry powder that they are 
willing to put to work, and investing in restructuring can give 
them access to assets at low prices with opportunities to yield 
high returns,” said a corporate respondent from India. 

In the past year, some of the major private equity firms in the 
region have taken advantage of the surge in corporate 
divestitures and sales of non-core assets. In September 2013, 
global buyout firm KKR acquired the healthcare unit of 
electronics giant Panasonic in a sale worth US$1.67 billion. 
Then, in December, Netherlands-based financial services 
company ING divested its ING Life Insurance Korea unit to 
Korean private equity firm MBK Partners for US$1.6 billion.  
More recently, Sony announced plans to spin off its TV business 
and sell its struggling PC division to cut jobs and retreat from 
loss-making business segments.26  

Also, with corporate debt ballooning in Asia, private investors  
and special situations funds have started eyeing distressed debt 
acquisitions. Although most investors in distressed debt target 
developed markets like Australia, signs of trouble, and opportunities 
to invest, are showing up in Asia’s emerging markets such as China 
and India.27

Reaching a resolution
The restructuring process will likely fail to commence, or grind to 
a halt, if common ground between debtors and creditors cannot 
be found. Across Asia, various government policies and 
regulations, as well as the current economic situation within each 
country, can make this process easier or more difficult in varying 
degrees. Respondents across Asia-Pacific said that Southeast Asia 
(73% of respondents), represented heavily by Singapore, and 
Australia and New Zealand (70%) provided the best environments 
for debtors and creditors to resolve financial disputes (figure 13).

Noting the maturity and sophistication of both markets, a 
respondent from India said, “Australia and New Zealand and 
Southeast Asia have proper mechanisms and high standards 
for resolving these issues. There is also better understanding 
between creditors and debtors.” The respondent went on to 
say that the economic recovery in both these sub-regions was 
another contributing factor to the relationship between the 
two parties. 

While it comes as no surprise that Asia’s developed markets took 
the top spots by respondent sentiment, one notable change over 
last year’s survey saw China surpass both Japan and South Korea. 

This year, 33% of respondents said Greater China would provide 
the most accommodating jurisdiction for debtors and creditors, an 
increase from 15% in 2013. Identifying with this trend, a 
respondent from India said, “As a market, Greater China appears to 
have financial stability that other countries in Asia may lack, and 
both creditors and debtors are better able to resolve their 
differences more easily given adequate availability of capital.” 
Likewise, optimism over government reforms and new corporate 
restructuring regimes, in addition to government stimulus 
programs, could be behind the uptick in respondent sentiment. 

Consider the alternatives
When a corporate resuscitation fails to breathe new life into a 
troubled company,  founders and stakeholders have a number  
of options at their disposal.

}} Controlled divestiture or corporate sale  
Divesting non-core assets is by no means a business-as-usual 
strategy. It can be challenging to maintain business 
continuity when key personnel are burdened with carrying 
out their normal duties in addition to ensuring that the 
divested business unit is systematically separated. Similarly, 
selling the company outright via M&A can be a tumultuous 

Figure 13: Ease of resolving issues between creditors  
and debtors
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26 “As losses mount, Sony’s Hirai seeks cure for TV business in spinoff.” Reuters, 6 February, 2014.
27 “Distressed-debt investors eye Asia.” Wall Street Journal, 7 August, 2013.
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endeavor, one best approached softly but quickly. Rumors of 
a sale within employee ranks can rapidly turn from fear and 
outrage to actual protests, damaging the sale or in extreme 
instances scaring away potential buyers. 

}} Liquidation 
If a buyer cannot be found, company owners may begin 
converting assets – inventory, property, or equipment -- to 
cash to repay debts and winding up the business. Value 
attained from asset sales is generally low, making this a  

less desirable option, although voluntarily liquidating 
assets can give founders and shareholders greater control 
over the process. 
 
One of the more contentious aspects of a corporate 
liquidation can be employee layoffs. While all staff will 
eventually be released from their contracts, doing so in 
phases and retaining a core team to manage the liquidation 
would be a prudent move as founders and company leaders 
look to exit their business.

Complexity of a Restructuring in Asia
A corporate restructuring is complex, but it does not have to  
be complicated. Proactively acknowledging signs of stress or 
anticipating potential challenges and taking action early can 
create more options. Maintaining open lines of communication 
with all stakeholders, especially creditors, can help smooth 
what could otherwise be a bumpy ride. 

The amount of time, resources, talent, and specific actions 
needed to restructure will vary across industries. Even within 
sectors, what works for one company may not work for the next; 
a tailored approach based on company- and country-specific 
conditions is needed.

Attitudes across Asia-Pacific appear to be changing toward viewing 
corporate restructuring as a viable alternative to insolvency. 

Respondents note that the holistic turnaround -- one that tackles 
financial, operational, and management changes -- appears likely 
to become more widely used in the year ahead. Legal procedures 
and government policies for distressed companies are changing,  
in many countries becoming more accommodating. However, 
there is still considerable ground to be covered. 

Company owners and investors must be open to the idea of 
CROs to help restructure the company -- operationally and 
financially. These decision makers must also realize that 
successfully turning around a business takes time and effort, 
depending on the severity of the distress. A quick fix may 
bandage corporate bleeding, but it will likely prove insufficient 
for long-term sustainability. 
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Methodology
From November 2013 to January 2014, Remark, the publishing 
division of Mergermarket, surveyed 150 professionals across 
Asia-Pacific who had completed a turnaround or restructuring. 
These included 30 respondents from law firms, 24 from investment 
banks, 30 from corporate and commercial banks, 39 from private 
equity funds, 15 from hedge funds, six from sovereign wealth 
funds, and six from government bodies and others.

Within survey results and graphs, where figures add up to more 
than 100%, respondents were allowed to choose more than 
one answer.

All $ symbols refer to US dollars unless otherwise stated. 

Greater China in all references includes Mainland China, 
Taiwan, Hong Kong and Macau.

All data quoted is proprietary Mergermarket or AlixPartners  
data unless otherwise stated.
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