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What’s different in the financing sector this year from 2011? Banks are lending again — at least for
now.

That was the conclusion from a panel discussion hosted by The Turnaround Management Association on
Tuesday at The Union League Club in New York. The panel was part of TMA’s New York Chapter’s
annual economic outlook presented by Professor Edward I. Altman of NYU’s Stern School of Business.

The panel, moderated by attorney Mark S. Indelicato, partner in the bankruptcy and restructuring
practice at Hahn & Hessen, included: William A. Brandt Jr., president and chief executive officer of
workout and turnaround consultancy Development Specialists Inc.; Robert C. Smith, founding partner
and managing director of SSG Capital Advisors, and Bettina M. Whyte, managing director and senior
adviser at Alvarez & Marsal.

According to Whyte, there’s access to cash this year, as banks are lending again. Plus there’s private
equity money that needs to be put to use. She expects the availability of financing in the credit markets
to continue for “a while.”

“The availability of money is out there, even for companies that are not as well rated,” she said. The
catch-22 is that for firms that aren’t as well rated, the price they have to pay for access to that cash is

“substantial,” she noted.

Brandt pointed out that even if rates go up a little, the borrowing costs are still on the low end: “The
price to borrow money in 1978 was 14 percent. Now LIBOR is 4 percent to 5 percent.”

Brandt doesn’t foresee economic Armageddon this year, noting that wouldn’t happen, since it is an
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election year in the U.S. and France.

Smith said he doesn’t see any signs indicating significant change to the current landscape but noted that
there are still “major systemic risks” to the economy. One risk “in a low-interest environment is if the
world economies heat up and drive interest rates up,” he said. Another is if “Europe implodes, that
would freeze the capital markets back to [what they were in] 2008,” Smith said.

Prof. Altman’s presentation was focused on “Current Conditions and Outlook for Global Credit and
Sovereign Debt Markets.”

Altman said there’s a 15 to 20 percent probability that the U.S. might head back into a recession, and he
concluded of the sovereign debt issues overseas, “I believe Greece will default.” He also noted the
importance of keeping tabs on the health of the private sector, which Altman said can provide clues
about a country’s sovereign debt.

“We need policies to stimulate growth, not austerity,” Altman said. He explained that austerity is
necessary, but a country also can’t raise taxes and at the same time make it difficult for companies to
both pay taxes and make a profit.

Altman also pointed out that 46 percent of companies that do a distressed debt exchange, where
creditors are asked to accept something that represents less than 77 percent of the original debt,
eventually file for Chapter 7 liquidation. Another 10 to 15 percent who do the distressed exchange
typically do another, which also usually ends unsuccessfully, he said.

“That is what Greece is asked to do, and the history [indicates] that they will need to come back again
and again for help,” he concluded.
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