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Bankruptcy Epidemic

If you’re looking for something to worry about, consider bankruptcy. Normally, we see an
uptick in companies filing for bankruptcy during recessions—for obvious reasons. An economic
slowdown generally means fewer buyers spending less money, and companies that over-
expanded, took on too much debt or were poorly managed from a fiscal standpoint are too weak
to withstand the unexpected shock to their revenues and earnings.

Bankruptcy Surge
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But right now, we aren’t in a recession, and bankruptcies worldwide are soaring. S&P Global
Market Intelligence, which tracks corporate health, reports that in the first six months of this
year, U.S. companies filed for bankruptcy protection at a rate not seen since 2010. In England
and Wales, corporate insolvencies are near a 14-year high, Germany has seen its bankruptcy rate
jump almost 50% over last year to the highest level since 2016, and Japan is experiencing a
bankruptcy rate that is the highest in five years.
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What’s going on? Even though labor markets and corporate profits overall are still at relatively
high levels, there are other factors that are testing the resiliency of companies that got too far
over their skis. Some firms over-leveraged themselves and were hit by the surge in interest rates.
The aftershocks of high inflation were felt by companies that didn’t have a lot of pricing power
and were selling products at prices that became gradually unprofitable in order to protect market
share.

So far, the bankruptcy wave hasn’t hit too many large corporations—the biggest example is US
housewares giant Bed Bath & Beyond. But if the trend continues—and it might if we finally
experience an economic recession—then the insolvencies could trigger a non-virtuous cycle of
suppliers not getting paid, workers losing their jobs, banks further tightening their lending
criteria—and more companies going bust. A number of boardroom executives are quietly
crossing their fingers in hopes that interest rates will fall to more manageable levels; otherwise a
prolonged period of corporate distress could be in our future.

Source:

https://www.advisorperspectives.com/articles/2023/07/11/corporate-bankruptcy-will-get-uglier

If you have any questions about this article or want to discuss your family finances, investment
portfolio, or financial planning advice, please call on me anytime at my number (215) 325-1595
or you can click here to schedule a meeting.

Please feel free to forward this article and offer to anyone you know who might have financial
questions or need some unbiased advice. Most financial advice is sales advice. In stark contrast,
we are fee-only (non-commissioned) fiduciary advisors. We just provide truthful, unbiased
advice to our clients.
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This message is intended only for the individual or entity to which it is addressed and may
contain information that is privileged, confidential, or exempt from disclosure under applicable
federal or state law. You are hereby notified that any dissemination, distribution, or copying of
this communication, except in accordance with its intended purpose, is strictly prohibited.

Our physical and mail address:
1911 West Point Pike
P.O. Box 301
West Point, PA 19486-0301

Contact us:
Phone: (215) 325-1595
Email: jeff@broadhurstfinancial.com
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