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Resilience in corporate

finance is built long before a

crisis—it comes from

disciplined capital

structures, strong

governance, and leaders

who hold the line when

markets turn volatile.”
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Over three decades of working with corporations across

the GCC and Asia–Pacific, one theme has defined the most

enduring organizations: resilience, not growth, determines

longevity. From the Asian Financial Crisis to the Global

Financial Crisis, oil-price collapses, and COVID-19,

corporate balance sheets have been tested repeatedly.

These cycles produced a consistent set of principles

shaping how modern CFOs design capital structures,

manage risk, and protect enterprise value.

1. Lessons from the Asian Financial Crisis

The Asian Financial Crisis (1997–98) remains a foundational event for corporate finance in the

region. Many firms had expanded rapidly using short-term, foreign-currency loans, assuming

exchange-rate stability. When currencies collapsed, dollar liabilities ballooned and widespread

insolvencies followed.

Multilateral studies highlighted the core weaknesses: excessive leverage, maturity mismatches,

limited hedging, and opaque group structures. The post-crisis reforms across Asia reshaped

treasury functions and influenced later GCC practices, leading to better currency matching,

longer-tenor funding, and reduced dependence on unhedged foreign borrowing.

Lesson: Currency and tenor risks destroy even profitable firms. Risk-matched financing builds

resilience.

2. The Gap Between Finance Theory and Emerging-Market Reality
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Modigliani–Miller teaches that capital structure is irrelevant in perfect markets — but emerging

markets are far from frictionless. Tax regimes vary, information asymmetries are high, banking

sectors are concentrated, and bankruptcy frameworks remain uneven.

This is why the pecking-order theory often provides a better explanation of corporate behavior in

the GCC and Asia–Pacific. Family groups and state-linked entities prefer internal funding, then

debt, reserving equity issuance for major milestones such as IPOs or recapitalizations.

Lesson: Capital structure is not an academic optimization — it is a strategic shield.

3. Governance and Transparency as Financial Shock Absorbers

Crises consistently reveal that governance failures amplify financial distress. After 1997, Asian

regulators strengthened listing rules, disclosure standards, and minority protections. Similar

shifts occurred in the GCC after the 2009 Dubai World restructuring.

IFRS adoption, stronger audit and risk committees, and greater board independence improved

transparency across both regions.

Lesson: Good governance buys time, trust, and access to capital in moments when firms need

them most.

4. Oil Price Cycles and Capital Intensity in the GCC

The GCC economy’s dependence on oil makes corporate financing highly sensitive to commodity

prices. The downturns of 2014–16 and 2020 accelerated a structural shift in project funding:

growth of PPPs, sukuk markets, project finance, and capital recycling.

Capital-intensive sectors such as utilities, petrochemicals, and infrastructure increasingly rely on

long-dated, ring-fenced financing rather than over-leveraged corporate balance sheets.

Lesson: Capital-intensive industries must align funding with asset duration and risk — not short-

term liquidity.

5. From GFC to COVID-19: The Era of Stress Testing

By 2008, many Asian corporates were more resilient due to post-1997 reforms. Stronger capital

buffers, hedging, and contingency planning enabled them to recover faster than many Western

peers.

COVID-19 reaffirmed these lessons. Studies show that firms with strong balance sheets,

diversified revenue, robust governance, and high cash reserves experienced smaller drawdowns

and faster recovery. In both GCC and Asia–Pacific markets, diversified airlines, utilities, and



conglomerates demonstrated far greater stability.

Lesson: Liquidity is not idle capital — it is the cheapest form of insurance.

6. What Actually Builds Resilience

Three decades of crises have converged into a clear playbook:

- Conservative leverage and flexible capital structure designed for stress, not optimism.

- Currency and tenor matching to eliminate structural vulnerabilities.

- Diversification of funding, customers, sectors, and geographies.

- Transparent governance to secure investor and lender confidence.

- Embedded stress testing and scenario planning at management and board levels.

A culture of prudence, where finance teams hold the line even when markets are exuberant.

7. The Human Dimension

Corporate finance is ultimately powered by people. The strongest organizations were those led

by CFOs and boards who invested early in systems, risk management, treasury discipline, and

open communication — especially when facing adversity.

Final Lesson: Resilience is not improvised during a crisis; it is engineered during stability.
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