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Bankruptcy Trends To Watch In 2021 

By Vince Sullivan 

Law360 (January 3, 2021, 12:02 PM EST) -- Even as programs guarding against COVID-19 are being 
unveiled and bringing hope of a return to normalcy, restructuring professionals say the vaccines won't 
be a shot in the arm for struggling businesses as the financial hardship triggered by the pandemic will 
continue into 2021. 
 
Commercial Real Estate 
 
The last year saw thousands of retail locations shuttered permanently as the pandemic exposed long-
running weaknesses in the industry, and with no end to the challenges created by the coronavirus, 
landlords will begin feeling the pain of empty storefronts in the new year. 
 
According to Kevin J. Clancy, global director of the restructuring and dispute resolution practice at 
advisory firm CohnReznick LLP, the loss of many rent-paying retailers will start having acute effects in 
the bankruptcy space. 
 
"I think the pandemic really taught all of us a lot about how we use our real estate in our businesses," 
Clancy told Law360. "The commercial real estate side is going to hit a real reset in 2021 and beyond." 
 
As retailers bore the brunt of the pandemic's closures, entities with large holdings in that type of real 
estate have been considering their options as tenants are going out of business, and there just isn't 
anything to step in and take their place. 
 
The fourth quarter of 2020 saw the Pennsylvania Real Estate Trust, with 20 million square feet of retail 
space in the northeast, and CBL & Associates, with over 100 real properties in 26 states, fall into Chapter 
11 with a need to restructure debt given the changing landscape. 
 
Kurt Mayr, the leader of the bankruptcy and restructuring practice at Morgan Lewis & Bockius LLP, said 
that trend will continue and likely move at a swifter pace this year. 
 
Aside from retail space remaining vacant or difficult to fill, office space may likewise see occupants 
fleeing leases they find unnecessary after a shift to remote work models, Mayr said. Even if business 
returns to normal as the vaccination programs take hold and the COVID-19 crisis hopefully tapers off, he 
said tenants will continue to reassess their space needs. 
 



 

 

"How much are people going to need the office space they currently have?" Mayr said lessees will ask 
themselves. "We transitioned pretty easily into this whole work-from-home thing and a lot of others 
have as well … I think there is going to be an awful lot of office space that people aren't going to want. 
How hard that hits landlords is something we're going to start to see come into focus in 2021." 
 
Many debtors in Chapter 11 cite the overwhelming obligations associated with rent as a main driver of 
bankruptcy filings, and Mayr said going forward, companies will seek to escape those burdens outside of 
bankruptcy by seeking to cut back their footprints when leases come up for renewal. 
 
Hospitality, Travel and Entertainment 
 
The hospitality, travel and entertainment industries saw a virtual elimination of business back in March, 
and those sectors will have a long road back to normalcy, according to Gregory Fox of Goodwin Procter. 
The efficacy of the various vaccine options will likely drive that return as consumers begin to feel a sense 
of comfort in patronizing restaurants, hotels and entertainment options, he said. 
 
"When you see concerts coming back, when you see people going out to restaurants and hotels and 
flying on airplanes … then I think we'll start to see the corner being turned," Fox said. 
 
Rumors of a bankruptcy filing for movie theater behemoth AMC Theatres swirled for the last two 
months of 2020, and a Chapter 11 seems unavoidable as indoor gatherings are facing renewed 
restrictions across the country. 
 
Health Care 
 
Fear of catching or spreading COVID-19 has led to people avoiding doctor visits for non-critical issues, 
Mayr said, causing a drastic loss of income for health care providers that could filter up to 
pharmaceutical companies and medical device manufacturers. 
 
"The pandemic has put a lot of pressure on health care providers by taking away elective procedures," 
Mayr said. "People not going to the doctor because of COVID. Couple that with the emergence of the 
urgent care business, and it's taking people away from emergency rooms and doctors."  
 
After a general uptick in health care-related filings in 2020, struggles with revenue for state 
governments will lead to Medicare funding being slow to come for many providers, Clancy said. 
Those effects won't be immediate, but restructuring cases involving health care providers should see an 
increase as the year progresses and budget issues at the state level become a problem. 
 
"The piece that's going to take a little bit longer to set in is that any type of provider that relies on 
Medicaid funding is going to have to figure out ways to make ends meet," Clancy said. 
 
Slow payments will widen revenue gaps already being felt by the losses in elective procedures and an 
unwillingness for patients to seek treatment for minor problems. 
 
Consumer Bankruptcies 
 
As has been seen in previous economic downturns, the waves of corporate filings are likely to be 
followed by a glut of individual bankruptcies. Without a swift return to normalcy or meaningful 
government relief, thousands of people are going to need to file insolvency cases as unpaid bills come 



 

 

due. 
 
What's different this time around is that the economic crisis isn't limited to tech companies or financial 
institutions like in the late 1990s and the 2008-09 financial crisis, respectively. The pain was inflicted 
rapidly across industries and forced tens of millions of people into unemployment in a short period of 
time. 
 
"This was a stoppage of commerce where businesses that were healthy one day couldn't conduct 
business the next," Clancy said. 
 
If the coronavirus were to be swept away in the near term through ongoing vaccination programs, that 
would still leave millions of Americans with mounting debt obligations after being out of work for 
months, Clancy said. 
 
According to Clancy, if people don't have money to spend to support the businesses teetering on the 
edge of bankruptcy because they are bankrupt themselves, then any recovery will be delayed. 
 
"When consumers stop spending is when you have a lot of bankruptcies," he said. "What we've 
experienced here is how much people had to exhaust their savings so even when there is a vaccine, that 
doesn't mean people are in a position to take advantage of all the things they did pre-pandemic. It could 
be a slow recovery there because there is not as much disposable income."   
 
The already heavily burdened bankruptcy system has seen congressional action to bolster the bench by 
extending temporary judgeships and increasing funding for the trustee programs that help administer 
insolvency cases, but a surge of the size expected, absent significant government aid for individuals, 
could overwhelm the courts. 
 
Small businesses have been able to successfully take advantage of new rules governing their 
restructuring cases, with several completing cases rapidly under the Subchapter V rules adopted shortly 
before the pandemic began. The CARES Act raised the debt cap for businesses to qualify for that track 
through court, as well. 
 
But people are expected to begin flocking to bankruptcy in droves once rent deferrals and eviction bans 
begin expiring. 
 
"There are so many people out there who are just not fine," Fox said. "Whatever aid and focus we can 
bring to them will be a big help." 
 
Transaction-palooza 
 
Despite the doom and gloom, there is hope for the survival of fundamentally sound businesses. The 
entities that have survived thus far through the turmoil likely had significant cash available to bridge the 
revenue gaps created by the consumer and environmental shifts wrought by the outbreak and, if they 
have a strong business plan, there are opportunities for life-saving transactions. 
 
A willingness for investors to swoop in and scoop up distressed assets at a moderate or perhaps 
significant discount will help stave off liquidation for insolvent enterprises, and may even help keep 
them out of bankruptcy in the first place, according to Mayr. 
 



 

 

"There is a lot of opportunity," he said. "[Investors] really haven't deployed a lot of capital into the first 
round of the pandemic. It was just too unknown. I think you're going to see more in the way of out-of-
court fixes than maybe we would have expected in prior cycles." 
 
Fox anticipates a lot of transactions as investors, especially those with a taste for distressed assets, start 
putting their money to work. 
 
"I think there is a lot of money on the sidelines," he said. "People are looking for returns for their 
investors, and you're not going to get that just parking your money. You're going to have to find 
opportunities." 
 
--Editing by Philip Shea. 
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