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AFRICAN COMPANIES COULD FREE UP AN ADDITIONAL 33.5 BILLION
DOLLARS OF WORKING CAPITAL




A payment term of 30 days for African companies on the share of imports paid in cash would free
up more than USD 33.5bn of additional working capital in 2018
With imports growing by +8% each year, this figure would reach USD 45bn in 2020
Gains would be stronger in relative terms in countries with the lowest income level: the poorest
African countries would make the most out of it
st

PARIS – 31 July 2018 – If suppliers were to offer African companies payment terms of 30 days after
delivery of goods and services, rather than demand payment in cash in advance, this could release
more than USD 33.5bn of additional working capital to be put to more productive use in 2018,
according to Euler Hermes.
In 2015, Euler Hermes estimated that if a payment term of 30 days were to be granted on the share of
imports paid in cash (cash in advance), then it would free up over USD 40bn of working capital for
African companies.
Since then, the trade picture has changed; a commodity shock hit resource-rich African countries and
slashed their exports revenues, reducing further their capacity to finance imports even further. This
contributed to the -22% fall in African import values from USD 800bn in 2014 to USD 623bn in 2016.
“Taking into account the new trade picture, our estimate stands at USD 33.5bn of working capital freed
up for African companies in 2018. Lower imports combined with lower payment terms (64% of imports
are paid in advance) explains this result,” Euler Hermes Chief Economist Ludovic Subran said.
Euler Hermes expects imports to grow at a +8% annual rate in this region. Should suppliers lengthen
their payment term by 30 days, this would free about USD 45bn by 2020. The parallel development of
trade finance is key to seize this great opportunity for the African continent.
This huge amount of money wasted each year is a clear argument to develop domestic production
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capacity, since imports come with a cost due to low DSO . Here are a few examples (chart below):






Oil exporters (Algeria, Nigeria, Angola, Libya…) account for USD 14bn wasted in cash vaults
as a result of short DSOs, with Algeria (USD 5bn, 3% of GDP) at the top of this ranking.
Republic of Congo for instance would free up the equivalent of 11% of its GDP (USD 0.9bn)
with longer DSOs.
In fast growing East African economies, greater DSOs would also be a non-negligible growth
boost. In Kenya for instance, it would free USD 1.6bn (2% of GDP), and about the same
amount in Ethiopia.
Potential gains are weaker in value in West Africa (USD 0.4bn in Senegal, 0.7bn in Côte
d’Ivoire) but range from 2 to 2.5% of GDP. On the contrary, it means that these gains are
lower in relative terms in countries with the highest income level: South Africa (0.4% of GDP),
Morocco (1% of GDP).

The world is suffering from too long DSO in many places, but African figures show some divergence.
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Days Sales Outstanding (DSO) is a measure of the average number of days that it takes a company
to collect payment after a sale has been made. DSO can be calculated by dividing the amount of
accounts receivable during a given period by the total value of credit sales during the same period,
and multiplying the result by the number of days in the period measured.
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Stéphane Colliac, senior economist for Africa at Euler Hermes, said: “Big players are often bad
payers, when small players have no opportunity to pay late. It is especially true in Africa: there is a
paradox when we see that key State Owned Enterprises are able to postpone their payments by
several years (e.g. in Angola or in the past in Egypt) while others have no other choice than cash
payment. As an example, Moroccan main corporates have 84 days of DSO but 30% of the
transactions (those involving smaller ones) are still paid in cash.”
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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 52 countries with 6,050 employees.
Euler Hermes is a subsidiary of Allianz, rated AA by Standard & Poor’s. The company posted a
consolidated turnover of €2.6 billion in 2017 and insured global business transactions for €894 billion
in exposure at the end of 2017.
Further information: www.eulerhermes.com, LinkedIn or Twitter @eulerhermes.
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Cautionary note regarding forward-looking statements: The statements contained herein may include prospects, 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. Actual results, performance or events may differ materially from those
expressed or implied in such forward-looking statements. Such deviations may arise due to, without limitation, (i) changes of the
general economic conditions and competitive situation, particularly in the Allianz Group's core business and core markets, (ii)
performance of financial markets (particularly market volatility, liquidity and credit events), (iii) frequency and severity of insured
loss events, including from natural catastrophes, and the development of loss expenses, (iv) mortality and morbidity levels and
trends, (v) persistency levels, (vi) particularly in the banking business, the extent of credit defaults, (vii) interest rate levels, (viii)
currency exchange rates including the euro/US-dollar exchange rate, (ix) changes in laws and regulations, including tax
regulations, (x) the impact of acquisitions, including related integration issues, and reorganization measures, and (xi) 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.

