Press release

Euler Hermes report: Capital-constrained companies stretch payment terms
to fund business growth
PARIS – 8 JULY 2015 – The global payments chain is coming under increasing pressure due to
the increase in the number of days it takes to be paid for goods and services, and the challenges
of economic slowdown in emerging markets and expansion in advanced economies, according to
Euler Hermes, the worldwide leader in trade-credit insurance.
The company has analysed the gap between delivering goods and being paid for them, called
Days Sales Outstanding (DSO). DSO is a widely recognised leading indicator of the health of firms
and potential financial stress on businesses further down the supply chain.
The Euler Hermes research “Payment Behavior – Who’s Paying The Piper” anticipates that the
global average DSO in 2015 will remain unchanged at 66 days for the fourth consecutive year, but
that there are marked differences between the developed and emerging markets, and across
individual sectors and companies.
“The data suggests companies continue to rely on extended credit terms as we see no reduction in
payment periods globally,” said Ludovic Subran, chief economist, Euler Hermes. “Companies in
emerging markets are paid five days later than those in advanced economies, when they used to
be paid 10 days ahead of them in 2007. Firms need to take extra care to look for signs of financial
stress amongst their customers in the emerging world.”
Overall, DSO in emerging markets will increase to 69 days in 2015. Russia, China and Brazil lead
this increase in past-dues. In China, typical DSO increased significantly (+22 days between 2007
and 2015). Three main drivers explain this change in the payments behavior of Chinese firms:
• Chinese companies have been chasing international clients and offering them supplier
credit to win new business;
• Chinese firms are suffering from the country’s economic slowdown and passing on
payment pressures to their own suppliers and clients;
• Intercompany credit has become one of the main alternative sources of finance as access
to bank credit and shadow banking has been reduced in the past year.
By contrast, the average DSO in advanced economies is expected to decline slightly to 64 days in
2015, down from 65 days in 2014, as economic recovery means that companies in these markets
are once again generating more cash, enabling bills to be paid faster.
With the exception of oil and gas, every sector has been suffering from the rapid DSO increase in
emerging markets. This evolution is most striking in technology, industrial goods and automotive,
key sectors for these markets. The first two sectors are also showing the highest level of DSO at
91 and 75 days respectively.
“The oil and gas exception can be explained by excessive cash accumulation within major firms.
This excess liquidity enables oil and gas firms in advanced economies to be more flexible about
the payment timing of their clients. This situation is not likely to last in the long runm as declining oil
prices and the need for new investments raise liquidity constraints.” adds Marc Livinec, a sector
economist with Euler Hermes and one of the authors of the report.
The Euler Hermes research also finds that Italian companies continue to be paid very slowly, with
an average 99 days DSO, 33 days above the global average. Italian DSO further stretches to 148
days in the chemicals sector and to 149 days in the technology sector. By contrast, Chinese and
Indian companies are paid in an average 74 and 77 days, respectively, while Dutch companies are
paid the quickest with an average 47 days DSO.
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B2B activities continue to experience longer DSO on average than B2C businesses, as companies
that are directly in contact with the final client are paid much faster than those involved in
intercompany credit.
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Notes to editors – the following Global DSO heat map is also available as a high resolution file.
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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 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 €2.5 billion in 2014 and insured global business transactions for €860
billion in exposure at the end of 2013. 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.

