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TOYS "R" US, INC.
BANKRUPTCY CASE STUDY

FILED ON 09/19/2017
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CreditRiskMonitor’s FRISK® score has been warning of financial stress at Toys "R" Us, 
Inc. for more than a year. 

The company ultimately filed for bankruptcy on September 19, 2017.

MONTHLY AVERAGE FRISK® SCORE

The FRISK® score is 
96% accurate in predicting 

the risk of corporate 
failure/bankruptcy over 

a 12-month horizon.
All FRISK® scores are 

recalculated every night 
for each subsequent 

12-month period.

BANKRUPT

The FRISK® score’s timely ability to 
warn of bankruptcy risk helps subscribers 
stay ahead of financial trouble in their 
portfolios. 

While the percentage risk of bankruptcy 
varies at each FRISK® score, 96% of

public companies that eventually 
go bankrupt enter the FRISK®

"red zone" prior to filing. A FRISK®

score of 5 or less is an important 
warning sign.

Business Name
2016 2016 2016 2016 2017 2017 2017 2017 2017 2017 2017 2017 2017

SEP OCT NOV DEC JAN FEB MAR APR MAY JUN JUL AUG SEP

Build‐A‐Bear Workshop, Inc 6 6 7 7 7 6 5 6 6 6 6 6 6

China Animation Characters 
Company Ltd

9 9 9 9 10 10 10 10 10 10 10 10 10

Game Digital PLC 3 4 3 4 6 5 4 3 4 3 4 4 5

Imaginarium SA 3 3 3 3 1 2 1 1 1 1 1 2 2

Michaels Companies Inc 2 3 3 3 3 3 4 5 5 4 4 5 5

Mir myagkoy igrushki OOO 3 3 3 3 3 3 3 3 3

TJ Morris Ltd 10 10 10 10 10 10 10 10 10 10 10 10

Toys "R" Us, Inc. 1 1 1 1 1 1 1 1 1 1 1 1 1
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The FRISK® score is the 
best method available to monitor 
public company bankruptcy risk.

Payment performance, captured by
the Days Beyond Terms (DBT) index,

is not an effective indicator of 
financial stress for companies 
with access to capital markets, 

who often pay on time
right up until their 
bankruptcy filing.

COMPANY REPORT DETAIL
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FRISK® DEEP DIVE

Broader Retail (Specialty) Industry 
(shown in gray)

The FRISK® score relative to the broader Retail (Specialty) industry raised an additional red flag 
signaling heightened risk relative to peers, as well. Immediate attention was required. 

Crowdsourcing has enhanced the accuracy and timeliness of the FRISK® score since it was added. 
Crowdsourcing is modeled through what is known as the Activity Score. The Activity Score collects 
and analyzes data patterns from thousands of CreditRiskMonitor subscribers, including financial 
professionals from more than 35% of the Fortune 1000. By integrating crowdsourcing, market 
sentiment, credit agency ratings, and financial information, the FRISK® score now has a 96% 
accuracy rating for predicting financial distress over a 12-month timeframe.

Learn more about CreditRiskMonitor’s crowdsourcing method.

Toys "R" Us, Inc.’s FRISK® score signaled
financial difficulty and heightened bankruptcy risk.
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FRISK® STRESS INDEX

The average probability of failure for SIC code 5945 (Hobby, Toy and Game Shops) 
has increased 278% since 2007. Toys "R" Us, Inc. is among the weakest names in 
the industry as evidenced by its FRISK® score of 1. 
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PEER ANALYSIS

Toys "R" Us, Inc. 
demonstrates bottom 
quartile ranking in key 

financial ratios (shown in 
red) vs. its Retail Specialty

industry peers.

CreditRiskMonitor 
can drill down to show 

a ranking of a company’s 
competitors, which 

can help provide 
alternate suppliers 
or new customers.
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QUARTERLY PERFORMANCE RATIOS

Net losses & 
negative free cash 

flow in 4 of the 
last 5 fiscal 

quarters

Recurring poor 
interest coverage 

ratio signaled 
heightened default 

risk
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QUARTERLY LEVERAGE RATIOS

Q2 year-over–year 
short-term debt as a 

percentage of 
working capital 

increased 
substantially

Total debt to 
tangible net worth 

indicated 
heightened risk at 

Toys “R” Us, Inc.
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QUARTERLY LIQUIDITY RATIOS AND RATES OF RETURN

Meager 
quick ratio

Unable to 
generate 

any positive 
returns in 

4 of the last 5 
fiscal periods
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ANNUAL STATEMENT OF CASH FLOWS

Negative cash from 
operating activities
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NEWS ALERTS: A TIMELINE OF CONCERNING HEADLINES

2/21/2017 CRMZ News Service Toys "R" Us Lays Off 10%‐15% of Corporate Employees

4/21/2017 CRMZ News Service Toys R US Inc ‐‐ updated financials available

5/23/2017 CRMZ News Service TOYS "R" US, INC FILES (8‐K) Disclosing Change in Directors or Principal Officers

6/13/2017 CRMZ News Service TOYS "R" US, INC: a Form 10‐Q has been Filed with the SEC

 9/6/2017 CRMZ News Service Toys "R" Us Hires Law Firm as It Explores Possible Bankruptcy Filing

9/18/2017 Fitch Ratings Fitch Downgrades Toys 'R' Us IDR to 'CC'

9/19/2017 CRMZ News Service Toys 'R' Us, Once a Category Killer, Is Forced Into Bankruptcy

Toys “R” Us Inc. cut corporate jobs as shopping rapidly shifts from physical stores to online ones.

Net cash from operating activities was ($1) million for the 52 week period ended 1/28/17, compared to $238.00 million in the 
previous fiscal year. 

Toys “R” Us Inc.'s announced the resignation of its Executive Vice President - Global Store Operations.

The Company's adjusted EBITDA was $44 million for Q1 2017, a decline of $35 million compared to the prior year period.

Fitch ratings on all of the Toys "R" Us entities were downgraded, reflecting the heightened risk of a comprehensive restructuring.

Toys “R” Us Inc. files for bankruptcy.

The Company seeked help to restructure its roughly $400 million in debt due in 2018.
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CreditRiskMonitor has been researching  

public company credit for more than 15 years 

and counts over 35% of the Fortune 1000 as   

customers. Its proprietary FRISK® score 

predicts bankruptcy risk over the 

coming 12-month period with 96% accuracy.

CreditRiskMonitor’s Bankruptcy Case Studies 

have been designed to educate subscribers 

about methods they can apply to assess 

bankruptcy risk using CreditRiskMonitor’s 

proprietary scores, robust financial database, 

and other analytical tools.

ABOUT THIS REPORT/CONTACT CREDITRISKMONITOR

Request a Personal Demo and Risk Assessment

Subscribe to receive all Bankruptcy Case Studies to your inbox

Read more Bankruptcy Case Studies, High Risk Reports and other resources

Contact us at:
845.230.3000
https://www.creditriskmonitor.com/contact-us


