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Euler Hermes: Globally more businesses will fail in 2016  
U.S. business bankruptcies to increase for the first time in six years 

 
 
BALTIMORE, Md. – 31 MAY 2016 – The health of the global economy will deteriorate further in 2016 as corporate 
insolvencies are expected to rise 2 percent worldwide, according to a new report from Euler Hermes, the worldwide 
leader in trade credit insurance. Weak long-term growth, increased turbulence in sectors like commodities, and the 
domino effect of major bankruptcies will cause more business bankruptcies, marking the first rise since the peak of the 
global financial crisis in 2009.  
 
Euler Hermes expects the U.S. to make a major U-turn, as business bankruptcies are expected to jump 3 percent in 
both 2016 and 2017 after six years of steady declines. The economy is nearing the end of its recovery cycle; GDP is 
forecast to decelerate to 2% or less this year, at least 20 basis points (bps) below the estimated equilibrium rate 
needed to keep insolvencies stable. 
 
The U.S increase is not an isolated incident, with much larger business bankruptcy increases predicted in the Asia-
Pacific region (+13%) and Latin America (+17%).  
 
“The fact that insolvencies will rise this year after six consecutive decreases is yet another indicator that the state of the 
global economy is precarious,” said Ludovic Subran, chief economist at Euler Hermes. “While we don’t anticipate a 
repeat of 2008, companies around the world, particularly those in emerging markets, should be aware that low growth 
and uneven liquidity may push to the edge companies whose working capital has eroded over the past few years.” 
 
Western Europe is the only region where insolvencies are expected to decrease – by 5 percent in 2016 and by 3 
percent in 2017. However, the decrease may not be cause for celebration. The annual number of bankruptcies remains 
higher than pre-crisis levels in 11 out of 17 European countries. Increasing non-payment risk from trade partners and 
political uncertainties might darken European corporates’ outlook.  
 

Euler Hermes Global Insolvency Index and regional indices 

 
 

-Sources: National Statistics, Euler Hermes’ forecast 

http://www.eulerhermes.us/Pages/default-old.aspx
http://www.eulerhermes.us/economic-research/economic-publications/Documents/Economic-Insight-Insolvencies-Keep-an-Eye-on-Domino-Effect-Apr16.pdf


 

 

 
The primary reason for the insolvency increase is declining global growth. The global economy is expected to slow to 
2.5 percent growth in 2016. Advanced economies have continued to grow moderately at 1.8 percent, but the slowed 
growth of emerging economies is the real threat. Emerging economies are expected to grow by only 3.6 percent in 
2016, the slowest since 2009. This, in turn, negatively impacts the revenue of large corporations.  
 
The second factor leading to more bankruptcies is shake-ups in the metal and energy sectors. U.S. companies in these 
industries accounted for half of publicly traded firm bankruptcies in 2015 when 10 energy companies, valued 
collectively at $8.5 billion, filed for bankruptcy. Six more, valued at $3.4 billion, met similar fates in Canada due to 
persistently low oil prices.  
 
In the metals industries, a decrease in Chinese government state support has greatly impacted the Chinese steel 
industry, compounding overcapacity pressures. The sector reported the largest single insolvency worldwide in 2015 
when Sinosteel, worth $26 billion, became bankrupt in October.  
 

“There is reason to believe that a domino effect is on the way,” said Subran. “Large bankruptcies often translate into 
distress for suppliers if those companies are not properly hedged.” 
 
 

Euler Hermes Global Insolvency Index, 2016 (yearly changes in %) 
 

 
Source: Euler Hermes 

 
The full report is available here: http://www.eulerhermes.us/economic-research/economic-
publications/Documents/Economic-Insight-Insolvencies-Keep-an-Eye-on-Domino-Effect-Apr16.pdf  
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Euler Hermes North America Insurance Company  
Euler Hermes’ regional headquarters for the United States, Canada and Brazil is located in Owings Mills, Md. Founded 
in 1893, Euler Hermes is North America’s largest and longest-established provider of trade credit insurance and 
accounts receivable management solutions. The company protects and insures around $250 billion of regional trade 
transactions annually, serving small, medium and multinational clients across a range of sectors. The company 
employs 430 people regionally and serves clients from more than 50 locations in North America and Brazil. 
 
Euler Hermes is the global leader in trade credit insurance and a recognized specialist in the areas of bonding, 
guarantees and collections. With more than 100 years of experience, the company offers business-to-business (B2B) 
clients financial services to support cash and trade receivables management. Its proprietary intelligence network tracks 
and analyzes daily changes in corporate solvency among small, medium and multinational companies active in 
markets representing 92% of global GDP. Headquartered in Paris, the company is present in over 50 countries with 
6,000+ employees. Euler Hermes is a subsidiary of Allianz, listed on Euronext Paris (ELE.PA) and rated AA- by 
Standard & Poor’s and Dagong Europe. The company posted a consolidated turnover of €2.6 billion in 2015 and 
insured global business transactions for €890 billion in exposure at the end of 2015. Further information: 
www.eulerhermes.com, LinkedIn or Twitter @eulerhermes. 

 

 
Cautionary note regarding forward-looking statements: The statements contained herein may include statements of future expectations and other forward-looking 
statements that are based on management’s current views and assumptions and involve known and unknown risks and uncertainties that could cause actual results, 
performance or events to differ materially from those expressed or implied in such statements. In addition to statements which are forward-looking by reason of context, 
the words "may", "will", "should", "expects", "plans", "intends", "anticipates", "believes", "estimates", "predicts", "potential", or "continue" and similar expressions identify 
forward-looking statements. Actual results, performance or events may differ materially from those in such statements due to, without limitation, (i) general economic 
conditions, including in particular economic conditions in the Euler Hermes Group’s core business and core markets, (ii) performance of financial markets, including 
emerging markets, and including market volatility, liquidity and credit events (iii) the frequency and severity of insured loss events, including from natural catastrophes 
and including the development of loss expenses, (iv) persistency levels, (v) the extent of credit defaults, (vi) interest rate levels, (vii) currency exchange rates including 
the Euro/U.S. Dollar exchange rate, (viii) changing levels of competition, (ix) changes in laws and regulations, including monetary convergence and the European 
Monetary Union, (x) changes in the policies of central banks and/or foreign governments, (xi) the impact of acquisitions, including related integration issues, (xii) 
reorganization measures, and (xiii) general competitive factors, in each case on a local, regional, national and/or global basis. Many of these factors may be more likely 
to occur, or more pronounced, as a result of terrorist activities and their consequences. 
The company assumes no obligation to update any forward-looking statement. 
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