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Enabling environment – legal and market 
preconditions for resolving distressed 
assets.

Distressed asset management framework

Credit 
servicers

Credit 
purchasers

Asset 
managers

NPL workout units
Recovery units

Revitalization units

Manage distressed assets within the 
bank – NPL management unit and NPL 
reduction strategy.

Distressed asset management 
infrastructure – banks outsource to 
third-parties.

1. 3.2.

▪ Legal frameworks (collateral 
enforcement, insolvency)

▪ Asset transferability

▪ Tax regime

Special case – bank resolution and 
distressed asset carve-out. 



AMC ecosystem

3

AMC

Private AMC - independent Public AMC Related to banks

Investor Servicer Both
Fully 

public
Hybrid

The European Union's Credit Servicers and Credit 
Purchasers Directive:
• Stricter regulation of servicers
• Relaxed regulatory framework for investors

Stricter regulatory framework (separate law)
Main questions:
• Transfer price 
• Governance
• Exit strategy

Issues for consideration:
• Consolidated supervision (50% issue)
• Transfer price
• AMC financing by banks (daisy chains)

Joint 
venture 

with 
banks

Affiliated 
to banks

Financed 
by banks



Distressed assets on bank’s 
balance sheet

Distressed assets buyers’ 
perspective

Distressed assets

Gross Book Value

Net Book Value
Fair Value - 

Market Price

Net Recovery Value: 
differences due to 

information 
asymmetry or 

different workout 
strategies

Bid/Ask spread decreases if 
(i) recovery curves are 
similar, (ii) adequate 

information on NPL and 
collateral is provided

Distressed assets

Provisions

Valuation provided 
by valuer

Liquidation value/ 
quick sale

Valuation methods (i) 
income, (ii) sales, 

comparison, (iii) cost.

Premium for limited 
information, 

uncertainty premium 
on discount rate, 

funding cost 

Bid-ask spread in NPL sales



Many thanks for your attention!

FinSAC’s web site:  http://www.worldbank.org/en/programs/financial-sector-advisory-center#1
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