Press Release

Euler Hermes: Online trade and fast fashion are the biggest risks for Germany‘s textile
industry

HAMBURG – 6 JANUARY 2015 – Euler Hermes, the worldwide leader in trade credit insurance, finds
both positives and negatives aspects in its latest study on Germany’s textile industry. There are wide
variations in risk, financing options and prospects in the textile retail trade and textile production
segments.
For instance, in addition to being highly weather-dependent, the textile retail trade has struggled for years
with very low profit margins and increasingly fierce competition from online trade. There are also two
different sides to textile production. While many manufacturers have successfully changed their business
model and now specialize in niche markets, others are still facing strong Asian competition and the
resulting price wars. At the same time they are being forced to market up to 12 collections per year to
keep up with fast-moving consumer trends.
The challenge for high-street trade: online trade expected to increase by around 50% by 2017
“Online trade is booming and we expect a 50% increase by 2017,” said Ludovic Subran, chief economist
at Euler Hermes. “This will present big challenges for high-street stores in particular - they will have to
improve the customer shopping experience and their advisory services, or adjust their business models
and expand into different sales channels. But these strategies are costly and incur substantial risk, while
margins will continue to be limited. Another problem is that the sector is highly weather-dependent. The
relatively mild start to this winter is putting pressure on retailers’ sales and profits.”
Although online trade currently accounts for only about 9% of Germany’s total retail trade, growth in this
segment is extremely rapid. Between 2008 and 2012, retail trade revenues increased around 26%, while
growth in online trade during the same period was 55%. And this upward trend is continuing. Unlike highstreet trade, the outlook for this segment is therefore relatively optimistic.
German manufacturers are export champions in “technical textiles”
Some manufacturers successfully changed their business model and now specialize in technical textiles,
used in protective clothing, tents and automotive production. German textile manufacturers are innovation
leaders and export world champions in this segment. Between 2009 and 2013, exports in this segment
tripled and the outlook remains positive. Euler Hermes economists predict that exports will be worth EUR
7.1 billion in 2015.
While technical textile manufacturers have already reacted structurally to increasing competition from
Asia, manufacturers of other textiles and clothing are struggling to compete with low-wage countries.
Production in this segment declined rapidly in Germany over the last decade, while imports, especially
from China, have boomed. Textile and clothing imports from China more than doubled between 2005 and
2011. Only manufacturers positioned in a high-quality segment have a chance. Price wars aside, fastmoving consumer trends is the greatest challenge facing manufacturers.
Fast fashion: 30 kg of clothing purchased per year on average, 30% of it never worn
“According to sector statistics, women buy an average of 30 kilos of clothes per year and just under onethird of them are never worn,” said Thomas Krings, chief risk officer at Euler Hermes Germany. “Retailers
therefore have to work even harder to adjust to the fast fashion phenomenon and offer exciting new trends
more regularly. Otherwise their revenues will be hit very quickly. The pressure is equally strong on clothes
manufacturers to shorten the lead time between design and sale and to market no longer just two, but six
to twelve collections a year. That is four to six times the number of collections a few years ago and entails
significant costs as well as complex supply chain management, which have to pay off financially.”

The full study (German) is available in the appendix and at:
http://www.eulerhermes.de/economic-research/veroeffentlichungen/Pages/branchen-report.aspx
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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. The
company posted a consolidated turnover of €2.5 billion in 2013 and insured global business transactions
for €789 billion in exposure at the end of 2013. Further information: www.eulerhermes.com, LinkedIn or
Twitter @eulerhermes.
The 1,500 employees of Euler Hermes Germany are based at its headquarters in Hamburg and in other
offices. More information: www.eulerhermes.de
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