Press release

Euler Hermes 2017 Economic Outlook:
Downward insolvency trend coming to an end
 In 2016, companies struggled to stay resilient despite robust support from
policymakers
 Companies are more vulnerable to external shocks. Bankruptcies are on the rise in
Asia Pacific and the Americas; Europe’s improvement is fading. Worldwide
insolvencies are expected to rise by +1% in 2017.
 The contained return of inflation should provide only limited relief to corporate
revenues, while companies will face higher input costs, upward wage pressure, and
tighter financing conditions
 The recent surge in the number of major bankruptcies is a source of second-round
turbulence. Large bankruptcies will have a domino effect, with adverse implications
for fragile suppliers.
PARIS – 18 JANUARY 2017 – In 2016, companies struggled to stay resilient despite robust support
from policymakers, according to Euler Hermes, the worldwide leader in trade credit insurance. Strong
deflationary pressure and subdued global demand made life harder for businesses. After two years of
substantial declines in insolvencies, the Euler Hermes 2016 Global Insolvency Index - which weighs
countries based on their GDP and represents 84% of world GDP - should record a limited decrease of
-2%.
“The downward trend in global insolvencies is coming to an end,” said Ludovic Subran, chief
economist at Euler Hermes. “This is happening because global growth is not accelerating and will
linger below +3% in the coming years. Companies are therefore more vulnerable to external shocks.”
At a global level, the contained return of inflation should provide only limited relief to corporate
revenues, while companies will face higher input costs, upward wage pressure and tighter financing
conditions. Businesses absorbed the 2008-2009 shock, but remain vulnerable to the lack of a solid
macroeconomic and financial environment. In 2016 they faced major global headwinds:





A sluggish global economy (real GDP growth +2.5% in 2016 vs. +2.7% in 2015)
A sharp slowdown in global trade (+1.9%)
Fierce price competition
Volatile exchange rates and international financial flows.

“Bankruptcies are on the rise in Asia Pacific and the Americas, and Europe’s improvement is fading.
We expect global insolvencies to rise by +1% in 2017,” continued Subran.
Europe appeared immune to the gloom in the rest of the world in 2016, with insolvencies decreasing
by -5%. Meanwhile, Latin America should post its fifth consecutive increase in insolvencies (+18%),
impacted by recession in Argentina, Brazil and Venezuela, low commodity prices and currency
depreciations. In Asia Pacific, the Chinese slowdown and a rebound in insolvencies and protectionism
will impact companies. In North America, the steady decline in insolvencies has come to an end.
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The +45% surge in the number of major bankruptcies (over EUR 50 mn) registered in the first three
quarters of 2016, compared to the same period in 2015, is a source of second-round turbulence.
Large bankruptcies will have a domino effect, with adverse implications for fragile suppliers,
particularly for energy companies. Europe is the most at risk in terms of number of cases, while North
America reported the largest number in terms of cumulative turnover.
Furthermore, state-owned enterprises (SOEs) – i.e. companies in which the state directly owns 50%+
of share capital - are not immune to bankruptcy. Their relative weight in the economy, their level of
indebtedness, their inefficiencies and the existence of an exit strategy constitute their major risk
factors.
“More than 160 out of the 2,000 largest companies in the world can be defined as SOEs,“ added
Subran. “Overall, SOEs in China present the highest risk profile, followed by Brazil and Russia.”
Read the full report http://www.eulerhermes.com/economic-research/publications/Pages/insolvenciesthe-tip-of-the-iceberg.aspx?postID=952
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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 €2.6
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.

