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The COVID Crisis: How Deep, How Long
and Its Impact on The Economy

1

Beware t he
Bl ack Swan
of  2020 –
and 2021?

Takeaways
 Unlike any other recession in history.

 A 4% to 5% hit to the economy (so far).

 A possible swift recovery (vacinne dependent).

 Forbearance is not debt forgiveness.

 Pent-up need for bankruptcy relief.

 Vaccine effectiveness, COVID mutations, new
administration, and the prospect of natural or
man-made disasters in 2021 create uncertainty.

2

1

2
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Econ 101: Gross Domestic Product
GDP – most accurate indicator
of economy’s health.

Consumer spending is GDP’s
most important component
(68%).

Thus, changes in consumer
spending have a big impact on
GDP.

3

Note: The Stock Market is Not the Economy!

4

No direct correlation between GDP (real measure of economy)
and stock market fluctuations, which are often emotionally driven

GDP

Stock
Market

3

4
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Where Were We
at the Beginning

of 2020?

5

“I wish there was a way to know you were in the
good old days before you actually left them.”

6

92 Months 120 months 73 months 128 months

Longest Economic Expansion in US History

5

6
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7

Lowest Unemployment Rate in 50 Years: 3.6%

8

Women 3.2%
Men 3.4%

7

8
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Hon. Kevin R. Anderson 5

9

Black: 6.2%
Asian 2.5%
Hispanic 4.2%

Most Consistently High Consumer
Sentiment in 20 years (99.8)

10

9

10
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11

Consumer Bankruptcy Filings at Historic Lows

BAPCPA – Oct. 2005

2008 Recession

Where Are We Now?

12

11

12
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Hon. Kevin R. Anderson 7

Definition of Recession:
2 Quarters Negative GDP Growth

13

When is it Officially a Recession?

14

On June 8, 2020, NBER officially declared
a recession starting in February 2020

Unprecedented because not
yet 2 Qtrs. of GDP decline

When declared by the National Bureau of Economic Research

13

14
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Hon. Kevin R. Anderson 8

Recession vs. Depression

Recession: After recovery,
consumer buying habits
return to normal.

Depression: After recovery,
a transformative shift in
consumer priorities and
behaviors.

16

How Long Do Recessions Last?
Since World War II, avg. length of 10.5 months

2008 Recession: 18 mos. – longest since Great Depression
COVID Recession: 11.5 mos. (so far)

Length of COVID Recession will depend on vaccine

15

16
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Hon. Kevin R. Anderson 9

17

2008 Recession

COVID Recession

COVID Recession:
Longer, Deeper, but Swifter Recovery?

Three Types of Recovery
“V Shaped” – Fast and steep decline followed by fast and
steep recovery – 6 to 12 months.

“U Shaped” – Fast and steep decline followed by an
uncertain period as to when recovery will begin.

“L Shaped” – Worst case scenario. Fast and steep decline
followed by long, and anemic recovery.

18

2008
Recession

17

18
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Hon. Kevin R. Anderson 10

And a “K” Shaped Recovery

Some
industries
(and some
individuals)
profit, while

others decline

19

20

The Shape
of Our

Recovery

Big 4
Economic
Indicators

2007 - 2020

19

20
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Hon. Kevin R. Anderson 11

21

Compared to 2008
Recession, COVID

brought a bigger hit
but (so far) a

swifter recovery

Average of Big 4 Economic Indicators
Basically, a -4% Hit to Economy at Year End 2020

More than 2
years to hit a
96% recovery

And another 3
years to hit a

100% recovery

COVID’S Impact on GDP

21

22
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Hon. Kevin R. Anderson 12

Historic Decline in GDP in 2d Qtr. 2020

COVID Decline
2d Qtr. - 31.4%

Great Recession
4th Qtr. 2008 - 8.4%

Real Gross Domestic Product – % change from prior period

Recovery?
3rd Qtr. 33.4%

2008
Recession

$1.951 Trillion Decline in GDP in 2d Qtr. 2020

Still a $657 Billion
Net Loss in 3rd Qtr.

Loss of Two Years of
Economic Gains

2008
Recession

23

24
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Hon. Kevin R. Anderson 13

Nat’l Debt to GDP Ratio - Worrisome

25

127%

In spite of economic
boom of 128 months, no
pay-down of nat’l debt
after 2008 Recession

2008
Recession

26

25

26
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Stock Market Recovery – Real or a Bubble?

27

28

27

28
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Hon. Kevin R. Anderson 15

Impact on Employment

National Unemployment Rate

30

Dec. 6.7%

April 14.7%

Oct. 2009 10%

Feb. 2020 3.5%

2008
Recession

29

30
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Hon. Kevin R. Anderson 16

31

Unemployment Heat Map – Dec. 2020

New Jersey 10.2%
Hawaii 10.1%
Nevada 10.1%
New York 8.4%
Louisiana 8.3%
California 8.2%
Connecticut 8.2%
Alaska 8.1%
Texas 8.1%
Arizona 7.8%

Top Ten State

10.1%

10.1%

Impact on
Consumer Debt

31

32
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$14.35 Trillion in Consumer Debt (historic high)

33

Note: slower growth in consumer debt in 2020

 Debt decreased in 2d Qtr., but increased
by $87 billion in 3rd Qtr.

 Student loan debt ($1.7 trillion) is second
only to mortgage debt.

Revolving Credit: $112 Billion Drop

13% Decline

$857 billion to
$745 billion

33

34
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Student Loan Debt Shows
No Sign of Abating - $1.704 Trillion!

An increase of a trillion dollars since the 2008 Recession

2008
Recession

36

Consumer Debt: 90+ Days Delinquent
(3rd Qtr. 2020)

35

36
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Hon. Kevin R. Anderson 19

2008
Recession

Almost 5%
90+ Days Delinquent

Includes Mortgages
in Forbearance

38https://www.calculatedriskblog.com/2020/10/black-knight-mortgage-monitor-for.html

2008 Recession

Foreclosures at 16 yr. low – Why?

Foreclosure Activity: 2005-2020

Voluntary & Mandatory Forbearance

37

38
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39https://www.blackknightinc.com/blog-posts/slowdown-in-rate-of-forbearance-improvement/

$545 billion in owing
but unpaid

mortgage principal

2.73 Million Mortgages in Forbearance

40

2008
Recession:
16% Decline

(-$33,400)

1.3% Decline

Median Home Prices Remain Strong

39

40
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Impact on Consumers

41

Change in Spending Habits

42

Shift away from crowd
activities (restaurants,
movies, air travel, hotels,
theater, etc.).

Replaced by home-based or
social-distancing activities.

41

42



74

2021 ROCKY MOUNTAIN BANKRUPTCY VIRTUAL CONFERENCE

ABI RMBC – Jan. 2021 1/27/2021

Hon. Kevin R. Anderson 22

Consumer Sentiment Remains . . . Hesitant

Not  Good

2008
Recession

YTD Difference in
Consumer Spending:

$6 Trillion Less
in 2020

Consumer Spending: 5.3% Decline as of Nov. 2020
5.3% or $362
Billion in Nov.

43

44
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Hon. Kevin R. Anderson 23

Consumer Spending: A Less Merry Christmas

Billions of
Dollars

What Consumer Item Sees a Big Increase
In Sales Every December?

45

46
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Increase in Personal Savings Rate

47

7% to 13%

2008
Recession

Personal Savings:
Net Increase of $954 Billion

(Jan. to Nov.)

48

2008
Recession

Consumers are holding
$2.22 Trillion in Savings

47

48
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If Savings Have
Increased, Why is
There a Greater

Feeling of Financial
Fragility?

49

Individuals Who Cannot Come Up with $500 Cash
(Financial Fragility)

Is it just the well-to-do who
are able to save?

If Savings Have
Increased, Why is
There a Greater

Feeling of Financial
Fragility?

50

Individuals Who Cannot Come Up with $500 Cash
(Financial Fragility)

Is it just the well-to-do who
are able to save?

49

50
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Changes to Consumer Prices
Slight net increase (.7%) due to

some shortages in product
(mostly from China)

Gas Prices Beginning to Climb

Nat’l Price per Gallon
$2.389/10

51

52
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Avg. of 30.5 Billion Miles Less Driven Per Month Since June

Transformative change in
commuting habits?

53

54
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Hard-Hit Sectors of the Economy
Tied to Consumer Spending.

55

Used & New Car Sales: 30 Million Fewer Car Sales
(20% Decline YTD Nov.)

Net 7%
Decline
for Nov.

55

56
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New Car Production: 523,000 Fewer New Cars
(28% Decline)

As of Nov, only
31,000 fewer cars

per month than Feb.

March 16
Labor Day

Movie Theaters: Loss of Over $9 Billion in 2020

57

58
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Movie Industry and Theaters Will Rebound Only If Vaccine
Restores Consumer Comfort at Crowd Events

Air Travel: $22 Billion Decline in Profits (as of 3rd Qtr.)

2020

2019

65% Fewer Flyers

59

60
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Hotels: 48% Loss in Income-Per-Room
(but only 17% decline in occupancy)

Restaurants: $90 Billion Loss in 2020

14% Loss of Revenue

61

62
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Federal Funds Rate Reduced to .09%

63

COVID
Recession
Feb. 2020

Return to Normalcy or Transformative Change?

64

A New Consumer EconomyOld Consumerism

63

64
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Impact on Consumer
Bankruptcy Filings

65

66

Total Consumer Filings Down 29% in 2020

65

66
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67

Consumer Ch. 7 Cases
Down 22% in 2020

(96,503 Fewer Cases)

68

Chapter 13 Filings Down 43% in 2020!

Lowest
Since
1986

BAPCPA

2008
Recession

67

68
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69

Ch. 13 Decline
by Year-End 2020

1,597

39

1,891 245

841

240

7,430

102

9,160

70

Over 131,000 Unfiled Ch. 13 Cases in 2020
(if filing rate had remained flat)

69

70
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Why Decline During a Recession?
1. Consumer debt at record levels.
2. Increased unemployment.
3. Loan delinquencies up (forbearance is not forgiveness).
4. Spending down; savings up?
5. Gov’t assistance programs (but they can’t last).
6. Consumer filings require a bankruptcy trigger

(foreclosure, repossession, garnishment)
71

72

A Tidal Wave
of Filings?

Or

Just a Rising
Tide

71

72
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Parsons Behle & Latimer

1. This has been a brutal recession. 

2. The last recession accelerated bankruptcy filings, but this one 
decelerated them. 

3. Bankruptcy filings are at historic lows, but there will be a wave.

Key Takeaways

THERE’S A PANDEMIC AND A RECESSION….
SO WHERE ARE ALL THE BANKRUPTCIES?

J. Thomas Beckett, Parsons Behle & Latimer
2021 ABI RMBC, January 28, 2021

Data as of January 25, 2021

 1,000

 1,500

 2,000

 2,500

 3,000

 3,500

 4,000

Jan Feb Mar April May June July Aug Sept Oct Nov Dec

U.S. Business Bankruptcy Filings
2017-2019 (wavy lines) and 2020 (blue bars)

2020 2019 2018 2017

Parsons Behle & Latimer
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Parsons Behle & Latimer

6 years2 years

300%

Dow 
correction

GDP 
bottom

Chapter 11s in the Great Recession: Acceleration

Parsons Behle & Latimer

“We’re recovering, but to a different economy.”

- Fed Chair Jerome Powell
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Jan Feb Mar April May June July Aug Sept Oct Nov Dec

Consumer Sentiment

32%82%

Parsons Behle & Latimer

Jan Feb Mar April May June July Aug Sept Oct Nov Dec

Unemployment Rate

32%

Jan Feb Mar April May June July Aug Sept Oct Nov

Consumer Spending

72%

85%

COVID Surges

Correlation: COVID and Consumer Spending (GDP):

COVID Surges

Parsons Behle & Latimer

0
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250,000

3/1/2020 4/1/2020 5/1/2020 6/1/2020 7/1/2020 8/1/2020 9/1/2020 10/1/2020 11/1/2020 12/1/2020 1/1/2021

COVID Initial Claims 14 per. Mov. Avg. (COVID)

Three Surges of COVID

April 
Surge

July
Surge

COVID Fatigue
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Unemployment Rates

Great Recession Pandemic Recession

14.7%

Parsons Behle & Latimer

2.5 Years

6.7%

10%
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4.5%
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Parsons Behle & Latimer

“How did you go bankrupt?” Bill asked.

“Two ways,” Mike said. “Gradually and then
suddenly.”

-The Sun Also Rises
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average (1,862)

Pre-correction Chap 13 
average (860)

Pre-correction Chap 11 
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Of 1,500 cases filed between April and November,
750 were subsidiaries of 8 holding companies.

Parsons Behle & Latimer

Only three states had more business filings in 2020 than in 2019:

Only States with 
Bankruptcy Increases: 

Delaware 160%
North Dakota 25%
Texas 14%

States with Largest 
Bankruptcy Decreases:

Rhode Island -47%
New Jersey -44%
New Hampshire -40%
Utah -39%
Vermont -37%
Wisconsin -34%
Georgia -34%
Ohio -33%
Louisiana -31%
Pennsylvania -31%
Indiana -31%
Connecticut -29%
Illinois -29%
Tennessee -29%
New York -28%
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• Ann Taylor
• Avianca
• Brooks Brothers
• California Kitchen
• Centric Brands
• Century 21
• Chesapeake Energy
• Chuck E. Cheese
• Cirque du Soleil 
• Diamond Offshore Drilling
• Extraction Oil & Gas
• Food First Global
• Foresight Energy
• Frontier
• GNC
• Gold's Gym 
• Hertz
• Hornbeck Offshore
• Intelsat
• J. Crew
• JCPenny
• Latam Air
• Lighthouse Resources
• Lord & Taylor
• LSC Communications 
• Lucky Brands

Energy 
Prices
20%

COVID
55%

Already 
Failing

25%

Why Filed

Oil & Gas
Apparel

Retail
Restaurant

Air
Telecom

Arms
Auto

Healthcare
Mining

Publishing

Which Sector

Alabama

California

New Jersey

Florida

Missouri

Virginia

New York

Delaware

Texas

Where Filed
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When Filed
• McDermott 
• Mens Warehouse
• Muji
• Muzak
• Neiman Marcus
• NPC International
• Pier 1
• Quorum Health
• Remington Arms
• Ruby Tuesday
• Sizzler Steakhouse
• Stage Stores
• Stein Mart
• Sur La Table
• Unit Corp
• Valaris PLC 
• Whiting Petroleum

Headline Bankruptcies
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Utah down 39% YTD
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Nevada down 20% YTD
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Montana down 18% YTD
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Idaho down 7% YTD
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Colorado down 13% YTD
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Arizona down 18% YTD

2020 vs. 2019
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• Factors that will accelerate filings:

• End of stimulus (cash).

• End of forbearances and moratoriums.

• Certainty (that is, vaccines).

Parsons Behle & Latimer

• Factors that have decelerated filings.

• Stimulus (cash).

• Forbearances and moratoriums.

• Chaos, reticence, and uncertainty.
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• Is there a big backlog of zombie cases?

1. Deceleration of filing rates.

2. Lack of acceleration of filing rates.

3. R0  factor (Contagiousness).

Parsons Behle & Latimer
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• Will there be a big wave of filings?

• If there is a wave,

• If it has the same shape as in the great recession, 

• If it starts to form next month, and

• If half the zombies file bankruptcy …
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“We’re recovering, but to a different economy.”

[“Our economy has been restructured.”]
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Hon. Kevin R. Anderson is a U.S. Bankruptcy Judge for the District of Utah in Salt Lake City, ap-
pointed on Sept. 4, 2015. Previously, he served for 17 years as the standing chapter 13 trustee for 
the District of Utah, administering more than 70,000 chapter 13 cases. Judge Anderson served as 
president of the National Association of Chapter 13 Trustees (NACTT), and he also served on several 
national committees regarding chapter 13 legislation, rules, forms and policy. He has frequently writ-
ten and presented on chapter 13 issues, including for the Norton Bankruptcy Law Advisor, the ABI 
Journal, the NACTT Quarterly and the NACTT Academy for Consumer Bankruptcy Education. He is 
also a Fellow in the American College of Bankruptcy. Prior to his appointment as chapter 13 trustee, 
Judge Anderson practiced for 13 years as a commercial litigator with an emphasis on civil fraud, real 
property, and representing chapter 11 and 7 trustees. He also clerked for Hon. David N. Naugle, U.S. 
Bankruptcy Judge for the Central District of California. Prior to law school, Judge Anderson worked 
for two years as a data systems specialist testing military and commercial jet engines for General 
Electric. He received his J.D. cum laude from the J. Ruben Clark Law School at Brigham Young 
University.

J. Thomas Beckett is a shareholder with Parsons Behle & Latimer in Salt Lake City and heads 
the firm’s bankruptcy practice group. He works in the firm’s litigation practice group and practices 
primarily in commercial litigation. For several years following the Great Recession, Mr. Beckett 
represented creditors’ committees in the bankruptcies of numerous high-end luxury resorts in Utah, 
Nevada and Montana. Over the length of his career, he has represented a diverse group of clients in 
chapter 11 bankruptcies: debtors, committees, committee members and committee chairs; trustees 
and receivers; secured and unsecured creditors; bondholders, equityholders and royaltyholders; as-
set-acquirers, equipment lessors, Ponzi scheme victims, employees and independent contractors. He 
has represented clients in all manner of bankruptcy and creditor rights issues, including commercial 
litigation in state and federal courts, out-of-court workouts, equitable subordination, lift-stays, plan 
confirmations, secured and unsecured financing, exculpation clauses, case conversion, allegations 
of bad faith, and alter-ego and nondischargeability. Previously, Mr. Beckett was an associate in the 
financial workout department of Milbank, Tweed, Hadley & McCloy in New York City. He remains 
an active member of the New York State Bar Association. Mr. Beckett’s work experience includes 
one year on the staff of the U.S. Senate Judiciary Subcommittee on Constitutional Rights. He recently 
completed three terms as chairman of the board of directors of Clark Planetarium. He currently serves 
on the Utah Supreme Court’s Ethics and Discipline Committee and has maintained a whitewater river 
guide’s license and wilderness first-responder certification for more than 30 years. Mr. Beckett re-
ceived his B.A. from Brown University in 1979 and his M.B.A. in finance from New York University 
Stern School of Business Administration in 1986.




