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REAL INDUSTRY, INC.
BANKRUPTCY CASE STUDY

FILED ON 11/17/2017
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CreditRiskMonitor’s FRISK® score has been warning of financial stress at 
Real Industry, Inc. (OTC: RELYQ) for more than a year. 

The company ultimately filed for bankruptcy on November 17, 2017.

MONTHLY AVERAGE FRISK® SCORE

Request a Personalized Demo 

BANKRUPT!

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.

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.

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

Bond agency 
ratings from 

S&P, Moody’s 
and Fitch (when 

available)

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 have a pulse on the external fusion of 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”

Request a Personalized Demo 

https://www.creditriskmonitor.com/sites/default/files/CRF_Credit_Management_Financial_Review_Crowdsourcing_3Q17.pdf?&utm_source=PDF&utm_medium=Editorial&utm_term=High+Risk+Report&utm_content=%20CRF2017Q3&utm_campaign=HCR+BCS+RealIndustry
https://www.creditriskmonitor.com/request-demo?&utm_source=PDF&utm_medium=PDF&utm_content=HRR+BCS&utm_term=HRR+BCS&utm_campaign=BCS+REAL+INDUSTRY
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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 publicly traded 

companies since they often 
continue to pay on time

right up until their 
bankruptcy filing.

COMPANY REPORT DETAIL

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+REAL+INDUSTRY
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FRISK® DEEP DIVE
The FRISK® score relative to 

the broader Waste Services 

Management industry raised 

an additional red flag 

signaling heightened risk 

relative to peers, as well… 

MAKING IMMEDIATE 

ATTENTION REQUIRED.

ADJUSTED MARKET CAP VOLATILITY

OTC: RELYQ 

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.       

Broader Waste Management Services Industry 
(shown in grey)

Real Industry’s FRISK® score signaled financial difficulty 
and heightened bankruptcy risk.

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+REAL+INDUSTRY
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FRISK® STRESS INDEX

SIC code 3341 (Secondary smelting and refining of nonferrous metals) reflects an 
industry subsector whose recent average probability of failure was 1.5%. But, Real 
Industry had continued to struggle, as evidenced by its fall to a 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+REAL+INDUSTRY
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PEER ANALYSIS ON ALTERNATE SUPPLIERS AND CUSTOMERS

Real Industry 
demonstrates bottom 

quartile ranking in 
key financial ratios 

(shown in red) versus its 
Waste Management Services 

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+REAL+INDUSTRY
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QUARTERLY PERFORMANCE RATIOS

894% 
year-over-year 

decline in 
operating margin; 

recurring 
losses

Poor interest 
coverage 

ratio

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+REAL+INDUSTRY
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QUARTERLY LEVERAGE RATIOS

Total debt 
to equity ratio 
has increased 
significantly, 

indicating 
heightened risk

Q3 
year-over-year 

short-term 
debt as a 

percentage of 
total debt 
increased 

substantially

Total 
liabilities to 
equity ratio 
continued 
to worsen

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+REAL+INDUSTRY
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QUARTERLY LIQUIDITY RATIOS AND RATES OF RETURN

Working 
capital 
turned 

negative

Meager 
cash & quick 

ratios

Unable to 
generate 

any positive 
returns

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+REAL+INDUSTRY
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NEWS ALERTS: A TIMELINE OF CONCERNING HEADLINES

Real Industry, Inc.'s outlook is revised to negative on potential liquidity constraints; ratings affirmed

11/15/2016 CRMZ News Service Real Industry Inc -- updated S&P ratings available

Q3 2016 net income decreased 1,008% to ($10.9) million versus net income of $1.2 million in the same 
period of the prior year. Net loss for the year-to-date period increased 582% to ($22.5) million versus net 
loss of ($3.3) million in the same period of the prior year.

11/18/2016 CRMZ News Service Real IndustrReal Industry Inc -- updated financials available

Q4 2016 total debt was 99 times tangible net worth; total liabilities were 163 times net worth.

3/21/2017 CRMZ News Service Real Industry Inc -- updated financials available

Q1 2017 tangible net worth decreased 294% to ($7.0) million versus Q4 2016 tangible net worth of $3.6 
million.

5/10/2017 Business Wire Real Industry Reports Fiscal 2017 First Quarter Results

Net loss for the period increased 333% to ($6.5) million versus net loss of ($1.5) million in the 
same period of the prior year. 

8/24/2017 CRMZ News Service Real Industry Inc -- updated financials available

A Member of the Company’s Board of Directors and its Audit Committee resigns. 

10/12/2017 CRMZ News Service REAL INDUSTRY, INC. FILES (8-K) Disclosing Change in Directors or Principal 
Officers

Management concluded that there was substantial doubt about the Company's ability to continue as a 
going concern.

11/9/2017 CRMZ News Service Real Industry, Inc.: a Form 10-Q has been Filed with the SEC

The Company's S&P ratings are lowered to 'CCC+', debt ratings also lowered; all ratings placed on 
CreditWatch negative.

11/14/2017 CRMZ News Service Real Industry Inc -- updated S&P ratings available

Real Industry, Inc. filed for bankruptcy

11/17/2017 CRMZ News Service Real Industry Inc: Chapter 11 Petition

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+REAL+INDUSTRY
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MANAGEMENT DISCUSSION AND ANALYSIS

READING THE 

MANAGEMENT 

DISCUSSION AND 

ANALYSIS, 

WE NOTED:

Real Industry’s

debt increased 10% 

year-on-year to $393M

as of September 30, 

2017, including $388M 

due within twelve 

months. The increase 

was related to higher 

outstanding balances 

under the company’s ABL revolving credit facilities to fund working capital and operating costs, as 

well as the continuing amortization of the original issue discount and debt issuance costs. As of 

the date that these financial statements were issued, the ABL Facility expiration date was October 

17, 2018, or 90 days prior to the maturity date of the Senior Secured Notes due January 19, 2019. 

Without additional actions being implemented by management, a violation of certain of the debt 

covenants under the ABL Facility and the Senior Secured Notes was probable to occur in the next 

twelve months. As such, management concluded that facts and circumstances would indicate the 

ABL Facility and the Senior Secured Notes warrant short-term classification as of September 30, 

2017. In performing this evaluation, management concluded that the conditions described above 

raised substantial doubt about its ability to meet financial obligations as they become due over 

the next year and to continue as a going concern.

…and in November 2017, Real Industry, Inc. files for bankruptcy…

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+REAL+INDUSTRY


|  13

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 57,000 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+REAL+INDUSTRY
https://www.creditriskmonitor.com/resources
https://www.creditriskmonitor.com/contact-us
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