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Getting to the New Normal
Finding Solutions in Challenging Times

Much has been written in the past few weeks about how the world, or a particular region of it, is facing a financial recession as 
deep as, or even deeper than, what was faced in 2007-09. Statistics compare likely, possible or probable drops in GDP across 
different nations, the levels of fiscal stimulus provided or which will need to be provided versus what was provided in the past, 
and what the U, V, W recoveries all mean for the world’s economies and the institutions within it. 

These comparisons and statistics are largely meaningless at this stage. Yes, the stock market “drop” may be sharper than in 
the eight weeks post-Lehman. Yes, the immediate impact of COVID 19 on GDP may be greater than the immediate fallout 
from Lehman, Freddie, Fannie and Bear combined. Yes, the bounce at the end of chapter 1 of this episode may be sharper and 
greater than anything seen in 2007-09. However, one cannot hope to draw meaningful conclusions from a comparison of the 
impact of the 2007-2009 recession, which was at its core a banking crisis and which can now be seen with the full benefit of 
hindsight, with the impact of a four-month-old pandemic which is causing an unprecedented reduction in economic activity 
across a vast number of sectors in the world’s economy. 
   
The focus at this point must be on helping corporates and investors alike to navigate a path through the current circumstances 
in a manner which avoids a mass erosion of value. The most helpful reference to the 2007-09 global financial crisis at this time 
is to provide us with a reminder of the lessons that were learnt, and the tools that were developed, and which can now be 
adapted to assist businesses with the unique challenges they are currently facing.
 
Preservation of Asset Value must be the key focus for businesses and financial institutions in the short term. Adaptable 
businesses need to be given time to develop and adjust to the New Normal, to preserve their existing value and to generate 
new opportunities. Businesses that are less adaptable and which do not have a long term future need to be given a chance to 
close in an orderly manner which doesn’t unnecessarily destroy value. Creating sufficient time and space for good decisions to 
be made is the biggest challenge facing many at the moment.  

1. Director Conduct is Key: The impact of COVID 19 on demand and supply across the world’s economy means that directors 
of retailers, suppliers, building companies, property holding companies, infrastructure funds, investment management 
houses and hedge funds alike will be facing challenges that many of them have never had to deal with in the past. The role 
of legislative bodies is to allow directors to navigate through difficult situations, not to create or tolerate an environment 
in which directors are unable or unwilling to make tough decisions in good faith for fear of personal liability. Some of the 
legislative changes that have been introduced in the face of the COVID 19 pandemic have created welcome breathing 
space for directors and corporates, and the hope in the business community is that there is more of this to come. However, 
changes in law from previously settled and well-understood positions can create as many questions as answers, particularly 
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in a world where the directors in question are running multi-jurisdictional businesses with a myriad of laws and legal issues 
at play at any one time. 

2. New Money Lifelines:  Liquidity buys time, and time affords businesses the opportunity to adapt and survive. As challenging 
as today’s landscape is, the world is far better positioned to deal with the current crisis now than it was twelve years ago. 
As a result of the global financial crisis we now have governments and central banks who have lived and breathed periods 
of acute financial distress in recent memory. Their experience, and the knowledge gained as regards the level and speed of 
the support required to provide confidence to local and international markets, will prove invaluable in the coming weeks 
and months.  In addition, the banks themselves are now far better capitalized, better regulated and generally better placed 
to support an economy and the businesses within it through a distressed period. This contrasts with the situation in 2008 
when, rather than being the source of liquidity for many struggling businesses, the world’s leading banks were the source 
of the crisis, and government bailouts focused heavily on ensuring that the banks themselves didn’t fail. With funding 
lifelines available, corporates and financial institutions alike should be closely and continuously assessing their cash reserves 
to ensure that they have sufficient liquidity to allow for many more bumps in the road. 

3. Preservation of Existing Liquidity: The majority of directors who have experienced business failure will tell you that the 
company they sat at the helm of would have been fine but for time just running out on them, or that they were hit by 
the holy trinity of unforeseen factors in quick succession.  This is as relevant to the retailer in the High Street as it is to 
the billion-dollar fund in the City or Wall Street.  In the banking crisis of 2008, we saw acute liquidity issues first express 
themselves in the hedge fund world where the investment community lost faith in the products they had invested in, or in 
the institutions with whom they had invested. The contagion the investment community was worried about then was very 
different to that being faced now, but the investor reaction of trying to rapidly redeem their investments due to concerns 
about value erosion was similar to what has been seen in recent weeks, and which is expected to continue in the weeks 
ahead. Investment Managers worked tirelessly then to try to protect their portfolios from a wave of redemption demands, 
and in so doing developed side pocket and gating strategies that allowed such funds to preserve liquidity and value in 
times of acute financial distress. The demand and supply side issues that prevail in the current circumstances mean that 
the route to hedge fund illiquidity may involve retail and corporate illiquidity first (or at least in parallel), rather than vice 
versa, but the fundamentals, and the need for innovative solutions, are the same.  

4. Facilitating Forbearance:  Indications to date are that many financial institutions are exercising forbearance in circumstances 
where financial distress is born out of the pandemic.  However, as was the case in the aftermath of the Lehman collapse, 
pressures on these financial institutions from their own investors, and different perspectives on what steps are necessary 
to preserve asset value, mean that sentiment shifts more quickly than one might expect. The broad forbearance that may 
exist now is unlikely to be sustained in the medium term, particularly given the rollercoaster of events that will unfold not 
just from this chapter of life with COVID 19, but also from whichever exit strategy emerges to move forward from here, 
and thereafter.  Many jurisdictions either introduced, or first tested, their corporate rescue regimes in the global financial 
crisis, and indeed have been using them to good effect ever since. Many others missed the opportunity, perhaps preferring 
to be seen to be creditor friendly jurisdictions, but they may now be seeing the need to institute legislative changes in order 
to allow companies and their employees to be safeguarded in the face of acute economic challenges. 

We are not in the New Normal. We are on the path towards it.  The business community needs to use the tools at its disposal 
to create time and space to roll through the current market turmoil. The focus should be on preservation of asset value, 
encouraging proactivity at board level, and allowing good and adaptable businesses to maintain liquidity – now is the time to 
focus on getting to the New Normal in as robust a state as possible, not speculating about how it compares, or doesn’t, to 
events 12 years ago.
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