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GRUPO FAMSA, S.A.B. de C.V.
BANKRUPTCY1 CASE STUDY

FILED ON 06/26/2020

1. Grupo Famsa is headquartered in the northeastern state of Nuevo León, Mexico and filed for Chapter 11 
bankruptcy protection in the U.S. Bankruptcy Court for the Southern District of New York (Manhattan). 
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CreditRiskMonitor’s warning of Grupo Famsa S.A.B. de C.V.’s (“Grupo 
Famsa”) bankruptcy risk was determined by a combination of factors:
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CreditRiskMonitor’s FRISK® score had been warning of financial 
stress at Grupo Famsa (MXK: GFAMSAA) for more than a year. 

The company ultimately filed for bankruptcy on June 26, 2020.

MONTHLY AVERAGE FRISK® SCORE

BANKRUPT!

The FRISK® score is 
96% accurate2 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.

While the 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.

2. FRISK® score accuracy of 96% is based on backtesting of U.S. public companies; results may vary by country.

Request a Personalized Demo

Working capital deficit 
widens from $5 billion to 
more than $7.5 billion as 
current loans and trade 
payables sharply increased. 

Grupo Famsa announced a 
exchange offer proposal to 
swap its 2020 senior notes 
to senior secured notes 
with a 2024 maturity date.

Fitch Ratings affirms B-
credit rating, a highly 
speculative category, and 
switched the outlook 
from positive to stable. 

Severe Mexican Peso 
currency depreciation 
from the coronavirus 
pandemic eliminates 
refinancing prospects.

Fitch Ratings downgrades 
Famsa to uncured payment 
default status on its 2020 
senior notes, and it would 
later file for bankruptcy.

https://www.creditriskmonitor.com/request-demo?&utm_source=PDF&utm_medium=PDF&utm_content=HRR+BCS&utm_term=HRR+BCS&utm_campaign=BCS+GRUPO+FAMSA
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Crowdsourced CreditRiskMonitor® Usage Data

THE FRISK® SCORE COMPONENTS

At the core of the CreditRiskMonitor® process is our 96% accurate 
FRISK® score, which indicates a company's level of financial stress on a 
scale of 1 to 10, based on the probability of bankruptcy over a 12-month 
horizon. When available, the FRISK® score incorporates a number of 
powerful risk indicators including:

A “Merton” type 
model using 
stock market 
capitalization 
and volatility

Financial ratios, 
including those 

used in the 
Altman Z”-
Score Model

Crowdsourcing has enhanced the accuracy and timeliness of the 
FRISK® score. We collect and analyze data patterns from thousands of 
CreditRiskMonitor® subscribers, including professionals from more than 
35% of the Fortune 1000 and other large corporations worldwide. 

The crowdsourcing advantage is even more powerful in our FRISK® score 
since many of the professionals who use our service are credit managers:

• Credit managers control one of the largest sources of working capital 
going into a company

• They are not held to the same “Fair Disclosure” restrictions that 
prevent non-disclosed information sharing on public companies

• Credit managers use a variety of non-public information sources such 
as their own company’s management and sales representatives to be 
alerted to concerns in a public company’s performance

• It is commonly known credit managers confidentially share information 
with other credit managers, thus collectively, their behavior helps to 
provide advanced insight to financial problems in public companies

Read more in Credit Research Foundation’s quarterly journal article, 
“Assessing Public Company Financial Risk by Crowdsourcing the Research 
of Credit Professionals”

Bond agency 
ratings from 

Moody’s, Fitch, & 
DBRS Morningstar

Request a Personalized Demo

https://www.creditriskmonitor.com/resources/brochures/creditriskmonitor-crowdsourcing-overview?&utm_source=PDF&utm_medium=PDF&utm_content=HRR+BCS&utm_term=HRR+BCS&utm_campaign=HRR+BCS+COMPANYNAME
https://view.highspot.com/viewer/5e4712e7c714330458be5ac6
https://www.creditriskmonitor.com/request-demo?&utm_source=PDF&utm_medium=PDF&utm_content=HRR+BCS&utm_term=HRR+BCS&utm_campaign=BCS+GRUPO+FAMSA
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COMPANY REPORT DETAIL

The FRISK® score is 
a 96% accurate method by 
which to monitor public 
company bankruptcy risk.

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

which is very similar to D&B’s PAYDEX®

score, is not an effective indicator of 
financial stress for publicly traded 

companies since they often continue 
to pay on time right up until 
their bankruptcy filing. This is 
what’s commonly called the 

“Cloaking Effect.”

Request a Personalized Demo

https://www.creditriskmonitor.com/request-demo?&utm_source=PDF&utm_medium=PDF&utm_content=HRR+BCS&utm_term=HRR+BCS&utm_campaign=BCS+GRUPO+FAMSA
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FRISK® DEEP DIVE

The FRISK® score 
relative to the 
broader Retail 
(Department & 
Discount) industry 
raised an additional 
red flag signaling 
heightened risk 
relative to peers, as 
well… 

MAKING IMMEDIATE 
ATTENTION 
REQUIRED.

One of the inputs of the FRISK® score is a company’s market cap volatility, 
adjusted for dividends, over the course of a year. Incorporating this 
information allows us to capture the “wisdom of markets” on a daily basis. 
This ensures our subscribers are getting the most up to date view of the 
risks they face since stocks tend to be more liquid and faster moving than 
bond prices and ratings.       

In the past 12 months, Grupo Famsa’s stock price volatility increased from a 
modest to moderately high level, which carries a correlation to an equity 
security with increased riskiness. Furthermore, the company showed a 
significant loss in market capitalization overtime and total liabilities were 
more than 15x higher than market capitalization about one year in advance of 
the bankruptcy filing. Such negative trends will often limit or even hinder the 
company from structuring future secondary market offerings or private 
investments in public equity (PIPE) as a means of supporting its finances.

CreditRiskMonitor captures these negative signals and incorporates them into 
the FRISK® score in a non-linear manner to appropriately measure risk.

Broader Retail (Department & 
Discount) Industry (shown in grey)

Grupo Famsa’s declining 
FRISK® score falls deeper into 
the red zone

Per the FRISK® score, this company had a 10 to 50 times greater risk of  
bankruptcy than the average public company.

Request a Personalized Demo

https://www.creditriskmonitor.com/request-demo?&utm_source=PDF&utm_medium=PDF&utm_content=HRR+BCS&utm_term=HRR+BCS&utm_campaign=BCS+GRUPO+FAMSA
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FRISK® STRESS INDEX

The average probability of failure for SIC code 5311 (Department 
Stores) has increased 125% since 2007. Grupo Famsa was among the 
weakest names in the industry as evidenced by its FRISK® score of 1. 

Request a Personalized Demo

https://www.creditriskmonitor.com/request-demo?&utm_source=PDF&utm_medium=PDF&utm_content=HRR+BCS&utm_term=HRR+BCS&utm_campaign=BCS+GRUPO+FAMSA
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PEER ANALYSIS ON ALTERNATE SUPPLIERS AND CUSTOMERS

Grupo Famsa demonstrated bottom quartile ranking in key financial 
ratios (shown in red) versus its industry peers.

The Peer Analysis 
expands to provide a 

ranking of a company’s 
competitors, which can 

help provide options 
for alternate suppliers 

or new customers

Request a Personalized Demo

https://www.creditriskmonitor.com/request-demo?&utm_source=PDF&utm_medium=PDF&utm_content=HRR+BCS&utm_term=HRR+BCS&utm_campaign=BCS+GRUPO+FAMSA
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QUARTERLY PERFORMANCE RATIOS

Limited net 
income 

generation 
transitions 

into net loss

Poor interest 
coverage ratio & 
free cash flow to 
debt collapses 

on Peso currency 
depreciation

Request a Personalized Demo

https://www.creditriskmonitor.com/request-demo?&utm_source=PDF&utm_medium=PDF&utm_content=HRR+BCS&utm_term=HRR+BCS&utm_campaign=BCS+GRUPO+FAMSA


|  9

QUARTERLY LEVERAGE RATIOS

Three-fourths of 
total debt was 

current, indicating 
substantial 

refinancing risk

Total debt 
balances increased 
and total debt to 
assets trends in 

bottom quartile of 
department store 

industry peers

Total debt in 
relation to EBITDA, 
adjusted for bank 

deposits, was 
commensurate 
with a highly 

leveraged 
borrowerRequest a Personalized Demo

https://www.creditriskmonitor.com/request-demo?&utm_source=PDF&utm_medium=PDF&utm_content=HRR+BCS&utm_term=HRR+BCS&utm_campaign=BCS+GRUPO+FAMSA
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QUARTERLY LIQUIDITY RATIOS AND RATES OF RETURN

Ongoing 
working 
capital 
deficit

Persistently 
meager 

cash ratio

Mediocre 
returns on 
equity and 

assets

Request a Personalized Demo

https://www.creditriskmonitor.com/request-demo?&utm_source=PDF&utm_medium=PDF&utm_content=HRR+BCS&utm_term=HRR+BCS&utm_campaign=BCS+GRUPO+FAMSA
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ANNUAL STATEMENT OF CASH FLOWS

Cash from 
operations increased 

only following an 
increase in 

depreciation and 
unpaid bills, among 

other items

Request a Personalized Demo

https://www.creditriskmonitor.com/request-demo?&utm_source=PDF&utm_medium=PDF&utm_content=HRR+BCS&utm_term=HRR+BCS&utm_campaign=BCS+GRUPO+FAMSA
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NEWS ALERTS: A TIMELINE OF CONCERNING NEWS ITEMS

Q1 2019 filing – Grupo Famsa reports higher liabilities and financial leverage as operating and capital leases are 
brought onto the balance sheet following the indoctrination of the new accounting standard ASC 842. Total 
liabilities to net worth increased from 7.7 to 9.1x.  

05/14/2019 CRMZ News Service Grupo Famsa S.A.B. de C.V. – updated financials avaiable

Fitch Ratings adjusted its Outlook from Positive to Stable as recently reported financials were below the rating 
agency’s expectations and that performance improvements would take longer than a year given Mexico’s 
weakening economy. B-rated issuers demonstrate high default risk based on statistical long-term averages. 

09/11/2019 Fitch Ratings Fitch Affirms Famsa’s IDRs at ‘B-‘, Revises Outlook to Stable

Grupo Famsa announced a potential debt exchange that would involve swapping any or all of its 7.25% Senior 
Notes due 2020 for 9.75% Senior Secured Notes due 2024. Contract amendments would include eliminating certain 
covenants and default provisions, in an effort to boost financial flexibility. However, the issuer’s proposed 
transaction would be considered a distressed debt exchange and carry characteristics that would parallel to a 
selective default event.  

10/28/2019 PR Newswire Grupo Famsa S.A.B. de C.V. Announces the Commencement of an 
Offer

Grupo Famsa announced the final results of its Exchange Offer, disclosing that nearly 58% of the existing notes 
were successfully tendered. However, this transaction resulted in higher interest payments and the untendered 
amount was still subject to its May 2020 maturity.  

12/11/2019 CRMZ News Service Grupo Famsa S.A.B. de C.V. Announces Final Results of Exchange 
Offer

Q4 2019 filing – Grupo Famsa reported a net sales decreased of 3.1% compared to the prior year’s comparable 
period, counter to original guidance indicating revenue growth. Additionally, nearly all of the operating income 
reported for the period was actually attributable to the sale of real estate assets.  

03/25/2020 CRMZ News Service Grupo Famsa S.A.B. de C.V. – updated financials available

Q1 2020 filing - Grupo Famsa reported a 4.9% decline in sales and a pre-tax loss of $571 million, primarily driven 
by foreign exchange losses. At this point, current loans exceeded its available cash and cash equivalents. About a 
month later, the company would default on its scheduled principal debt payment.

05/01/2020 CRMZ News Service Grupo Famsa S.A.B. de C.V. – updated financials available

Reuters reported that Grupo Famsa filed for Chapter 11 bankruptcy protection. It was one of the many retailers 
negatively impacted by the coronavirus pandemic. Senior secured notes were anticipated to receive a substantial 
haircut after liquidation discounts were applied to inventory and property. Total accounts payable due to suppliers 
before the filing was nearly $2.1 billion. 

06/26/2020 NewsAPI.org Mexico’s Grupo Famsa seeks Chapter 11 protection

Request a Personalized Demo

https://www.creditriskmonitor.com/request-demo?&utm_source=PDF&utm_medium=PDF&utm_content=HRR+BCS&utm_term=HRR+BCS&utm_campaign=BCS+GRUPO+FAMSA
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CreditRiskMonitor® is a financial risk analysis and news 

service that helps credit, supply chain and financial 

professionals stay ahead of and manage risk quickly, 

accurately and cost effectively. More than 35% of the 

Fortune 1000, plus over a thousand other large 

corporations worldwide, rely on our financial risk 

coverage of over 58,000 global public companies.

CreditRiskMonitor® Bankruptcy Case Studies 

provide post-filing analyses of public company 

bankruptcies. Our case studies educate subscribers 

about methods they can apply to assess bankruptcy 

risk using CreditRiskMonitor’s proprietary FRISK® score, 

robust financial database and timely news alerts.

ABOUT THIS REPORT/CONTACT CREDITRISKMONITOR®

Request a Personalized Demo and Risk Assessment

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

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

https://www.creditriskmonitor.com/request-demo?&utm_source=PDF&utm_medium=PDF&utm_content=HRR+BCS&utm_term=HRR+BCS&utm_campaign=BCS+GRUPO+FAMSA
https://www.creditriskmonitor.com/resources?&utm_source=PDF&utm_medium=PDF&utm_content=HRR+BCS&utm_term=HRR+BCS&utm_campaign=BCS+GRUPO+FAMSA
https://www.creditriskmonitor.com/contact-us?&utm_source=PDF&utm_medium=PDF&utm_content=HRR+BCS&utm_term=HRR+BCS&utm_campaign=BCS+GRUPO+FAMSA
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