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Experts and non-experts alike predicted a wave 
of bankruptcies and insolvencies following the 
business disruption caused by Covid-19 in 2021. 
However, new filings globally were much lower than 
expected following historic levels of government 
support and easy access to cheap liquidity in 
the capital markets. Despite this, we expect new 
commercial filings to pick back up as government 
support around the world abates.

   Bankruptcies and insolvencies will 
    rebound in 2022  

US

With the release of easily accessible vaccines, 

2021 promised to be the year that everything 

turned around for industries that were hit 

hardest by Covid. But the Omicron variant 

has shown us that Covid is probably not 

going away anytime soon. And if Covid 

continues on its current path, we expect 

the hospitality, travel, tourism, commercial 

real estate, and in-person retail and event 

industries to experience a second wave of 

bankruptcy filings in 2022. While lenders 

showed great flexibility by doing whatever 

they could to avoid foreclosures and 

declarations of default in 2021, this flexibility 

cannot last forever, and the cold reality is 

that we are unlikely to see things return to 

“normal” any time soon.

US inflation reached its highest level in nearly 

four decades in the fourth quarter of 2021. 

While the Federal Reserve was initially quick 

to declare inflationary pressure “transitory”, 

there’s good reason to think that a more 

forceful monetary response is forthcoming. 

In December, a majority of Federal Reserve’s 

Open Market Committee projected at least 

three-quarter percentage point rate increases 

in 2022. While easy access to cheap liquidity 

has been a defining feature of the capital 

markets for years now, as interest rates 

rise, defaults will inevitably increase as 

businesses struggle to borrow and refinance. 

The pandemic’s duration means those 

companies that managed to extend liquidity 

runways at its onset may encounter new 

maturity walls or other liquidity shortfalls. 

Given the inflationary environment and the 

Federal Reserve’s aggressive posture, it’s likely 

that such companies will encounter less 

forgiving credit markets this time around.



44

BURFORD QUARTERLY | 2022 NO. 1

ENGLAND & WALES 

Despite the UK experiencing the worst 

financial crisis in the last 300 years, 

restructuring and insolvency activity 

was notably restrained in 2020 and 

2021. While there were some notable 

insolvencies in the high street retail and 

food sectors (Debenhams, Carluccios, The 

Hummingbird Bakery, Bonmarché, Arcadia 

and the UK arm of Victoria’s Secret among 

these) insolvencies were down overall 

compared with month on month statistics 

published by the Insolvency Service in 

previous years. In fact, formal company 

insolvencies in 2020 were at 12,557—their 

lowest annual level since 1989, with 

compulsory liquidations at their lowest 

since 1973. Similar figures are expected to 

be reported for 2021.

The reduction in corporate insolvencies was 

due to a number of factors: Unprecedented 

government support, access to abundant 

liquidity from the corporate debt market 

(in part due to central bank stimulus), 

government-backed loan schemes, courts 

operating at reduced capacity, landlord 

credit to non-paying commercial tenants 

and overall reduced creditor action. 

The most significant of the government-led 

support measures for businesses came via 

the Corporate Insolvency and Governance 

Bill (CIGA 2020), This introduced whole 

suite of temporary support measures, 

including furlough schemes, bounce back 

loans, a moratorium on statutory demands 

and the suspension of wrongful trading 

provisions. These provided a welcome—

albeit in some instances, unsustainable—

lifeline to many.

Recent figures suggest the economy is 

faltering and recovery trailing behind those of 

other major economies.¹  Supply constraints 

remain a heavy burden. Combined with a 

restricted labor market, high energy costs 

and the negative impact of Brexit on UK 

trade, the outlook for 2022 is that of another 

challenging year for many sectors.

In terms of insolvencies, we might expect to 

see an increase in formal restructurings. The 

new Restructuring Plan introduced last year, 

has the potential to help to address how 

companies deal with liabilities now that 

support measures have ceased and we work 

in a reduced-growth, high-cost environment. 

Companies struggling financially that 

became so-called “zombie companies” 

during the pandemic—earning just enough 

money to continue operating and to 

service debt but lacking excess capital to 

spur growth—are likely to fold now that 

government measures are mainly at an end. 

It is perhaps indicative that the Q3 2021 

insolvency statistics largely comprised of 

director-led insolvencies such as Creditors’ 

Voluntary Liquidations (CVLs).² 
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“While lenders showed great flexibility 
by doing whatever they could to avoid 
foreclosures and declarations of default 
in 2021, this flexibility cannot last 
forever, and the cold reality is that we 
are not going to see things return to 
‘normal’ any time soon.” 

While the predicted tsunami of insolvencies 

may not transpire, we can expect an overall 

increase in insolvencies in 2022: Even if this 

is merely a correction on the unexpected 

statistics of the last two years.

 
CHINA

Given the dearth of domestic commercial 

bankruptcy filings in 2021, the US 

restructuring community has turned its 

attention to China. Several real estate 

developers have defaulted in recent months 

following the introduction of regulations 

intended to decrease excessive levels of 

leverage. These defaults could be especially 

significant given the massive scale of the 

sector; by some estimates, the real estate 

sector makes up nearly 30% of Chinese 

GDP, nearly double the sector’s relative 

size in the US and most other developed 

economies. The distress of such a large 

sector, and particularly one as deeply 

interwoven with the financial system as 

real estate, poses a significant risk to the 

broader Chinese economy.  

Given China’s key role in the already 

stressed global supply chain, a downturn 

in China would likely generate ripple 

effects globally, particularly at a time when 

the US commercial real estate sector can 

ill afford additional disruption. In 2021, 

the sector felt the effects of 2020’s retail 

bankruptcies, with several retail landlords 

following their tenants into Chapter 11. 

Meanwhile, the recent Omicron surge has 

put a pause on many return to office plans, 

further threatening the industry’s short-

term outlook. As such, we will be closely 

monitoring the situation in China and any 

other catalysts that could trigger an uptick 

in commercial real estate bankruptcy 

filings in 2022.  

  
HONG KONG

According to data published by the Hong 

Kong Government’s Official Receiver’s Office, 

Hong Kong’s filings for compulsory winding-

up petitions reached 461 at the end of 2021, 

up 2.6% from 449 in 2020. We anticipate 

this upward trajectory will continue in 2022, 

which is set to be another challenging year 

with the continuation of the pandemic 

and Hong Kong’s pursuit of a “zero-Covid” 

strategy. As the economic impact of the 

pandemic continues, businesses will remain 
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