
DISTRESSED CREDIT
Investment Strategies



DISTRESSED CREDIT – Overview

Definition of Distressed Credit

Characteristics of Distressed Credit

Distressed Credit Investment Strategies

Evaluation of Distressed Credit Opportunities

Distressed credit investing requires precise collateral valuation and understanding of legal 

processes as prolonged processes can sharply impact IRR. Skilled assessment of recovery 

scenarios and exit strategies is essential to balance risk and reward.



INVESTMENT PROCESS

Phase 1: 

Identification

Phase 2: Evaluation

Phase 3: Valuation

Phase 4: Acquisition

Phase 5: Restructuring

Phase 6: Exit



DISTRESSED CREDIT – Main Strategies

• Loan-to-Own

• Debt Exchanges

• Distressed Debt Purchases

• Litigation and Workout Strategies

• Hedging and Arbitrage



DISTRESSED CREDIT – Risks

• Limited Liquidity

• High Volatility

• Operational Risks

• Legal Complexities

• Information Asymmetry



CASE STUDY: JC PENNEY



DISTRESSED CREDIT – Valuation Techniques

Discounted Cash Flow 

Analysis

Comparable Company 

Analysis

Asset-Based Valuation

Event-Driven Valuation Sum-of-the-Parts Valuation



Key Components 
of Distressed 
Credit Investing

Credit Quality and Risk Assessment

Collateral and Recovery Potential

Capital Structure Positioning

Asset Management 

& Workout Strategy



REGULATORY AND LEGAL CONSIDERATIONS

Licensing and registration requirements

Compliance with securities laws

Bankruptcy and insolvency considerations

Regulatory oversight and reporting

Deeply understanding the legal and regulatory landscape is crucial for successful 

distressed credit investing, as investors must ensure compliance with a wide range of rules 

and regulations to mitigate risks and avoid potential penalties or liabilities.



THE FUTURE OF DISTRESSED CREDIT INVESTING

Emerging Distressed 

Credit Opportunities

Regulatory and 

Policy Shifts

Evolving Distressed 

Debt Strategies

Global Distressed 

Credit Hotspots

Challenges and 

Risks in Distressed 

Investing



RELEVANT RESOURCES

Bankruptcy and 

Distressed Restructurings

Distressed Debt 

Analysis

The Art of Distressed 

M&A
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