Back to the Future: Part Deux
The Opening Sequence

The second part of the Main Conference on the theme of “Back to the Future” took place on 21 October 2021. The whole conference was sponsored by NETBID and facilitated by Carmel KING (Grant Thornton, UK / Co-Chair of the INSOL Europe Anti-Fraud Forum) who reminded the audience that ‘cooperation’, ‘innovation’ and ‘agility’ would lead again amongst the themes of the conference today.

Dramatis Personae
After a reminder that challenges are expected soon with the recovery phase, Frank TSCHENTSCHER (Deloitte, Germany / INSOL Europe President) introduced the keynote speaker, Austin HUGHES, Chief Economist for KBC for more than 25 years, having previously worked in the Department of Finance, Central Bank and Bord Fáilte. His main focus was on issues affecting the Irish and European economies. In this keynote speech, Austin first noted that there was no precedent to the health crisis and that uncertainties remain as to the number of years necessary for recovery of the economic system (like the 2017/2018 economic crisis). Using a metaphor that the economy was put into a coma situation with a quick reference to current economic signals, the key question was what would happen in the future? According to Austin, the question remains open, while there is no doubt that the number of financially distressed companies will increase with no visible difference between those that will be viable or not.
Two elements will need to be taken into account, first, there is no real prospect for a return to a ‘normal’ situation, as structural changes have impacted organisation of the economy and, second, policy changes will change rules of the game (rate increases etc.). The question of support of the financial sector will be crucial in these circumstances. Austin shared the opinion that turbulence will be expected and no equality can be achieved whatever the targeted economy (like China). More regulations and more taxation might be part of the solutions that will be envisaged by the decision makers, which will inevitably lead to more failures. Austin expressed his regret on the way politicians act generally, particularly as regulations are made too late and in reaction to past situations not for the future. Uncertainties for companies will then remain.

The Main Plot: Panel One on Valuation Considerations in the Post Pandemic Economy

The first panel focused on views from a notable list of speakers. Jason SCHIESS (NetBid, Germany) shared with the audience his business valuation insight in the post pandemic economy. Even if Jason agreed with what was said earlier by Austin Hughes, he also mentioned that business chains effect will continue, as illustrated by the number of petitions submitted recently by a number of suppliers in Germany. Patrizia RIVA (Studio Riva, Italy) and Michael WEAVER (Duff & Phelps, London) were then invited to share with the audience the top factors affecting the valuation markets currently in their own jurisdictions.
For Italy, Patrizia mentioned that the country adopted a light early warning system in August 2021, where companies are classified using the recovery time index. On the other hand, it was also mentioned that there are expectations of an increase in the frequency of valuations (implying the appointment of an independent expert) as they become the appropriate response to a growing demand for scrutiny in line with the Italian legislation which recently introduced focusing on business plans, risk management and awareness of the need for turnaround. In conclusion, these tools were put in place in particular for SMEs to monitor risks and to try to circumvent the impact of the economic crisis in Italy, even if additional tools are likely to be introduced in Italy in the near future.
As far as Great Britain was concerned, Michael WEAVER also shared his view that uncertainties remained as to how the situation will move in the post pandemic economy, particularly given how closely this crisis has followed previous events, including the 17-18 financial crisis as well as ‘Brexit’. Jason agreed that living around uncertainties will be the ‘new normal (House of Cards)’ situation. Regarding the question of valuation, Michael observed that share prices are dropping, though in the meantime the ‘restructuring market’ has begun again to reach a good working level (from a restructuring firm perspective).
The Ancillary Plot: Panel Two on the Future of Restructuring and Insolvency Professions

The second panel chaired by Robert PELDAN (Borenius, Finland / Co-Chair of the INSOL Europe Young Members Group) then focused on what might be the future of the professions in the field, the discussion being led by members of the INSOL Europe Young Members Group who explored the future of restructuring and insolvency professions. In this panel, Stéphanie ONEYSER (Walder Wyss, Switzerland) shared the view that pre-pack deals are supported by the Swiss courts when the conditions are met, even if these are not the suitable solution for all debtors. No new restructuring tools have been introduced in the last few years so only traditional tools are available. Moreover, in respect of the Covid position, government offers of guarantees for some business loans resulted in their not appearing on the balance sheet and thus not able to avail of qualified status in ‘insolvency’.
For Germany, Incoronata CRUCIANO (Schiebe und Collegen, Germany) reported that, in the last 18 months, legislation has introduced temporary legal measures (e.g., a suspension of the duty to file for insolvency) and put into place financial measures (e.g., special loan programme). Against the welcome developments of the STARUG legislation, there has been a marked decline of 26 % recently in the number of insolvency proceedings (as at May 2021), though there is a real prospect that many companies will not survive when public financing and support come to an end.

Adding to the information on France, Georges-Louis HARANG (Hoche Avocats, France / Co-Chair of the INSOL Europe EECC) outlined the adoption in France of governmental measures in line with a ‘whatever the cost’ policy (e.g., guarantee loans of financially distressed companies). COVID-measures have paralysed some creditors’ rights rather than forcing them to negotiate in these uncertain times. Along with the implementation of the PRD, a new version of the accelerated safeguard proceedings complying with the EU requirements is now available in France as well as for companies still suffering from the corona crisis.
Fin
In conclusion, Carmel KING (Grant Thornton, UK and Co-Chair of the INSOL Europe Anti-Fraud Forum) closed the conference with a reminder of event planning for 2022 and a special mention for the scheduled Dublin conference in March.
2

