Press release

Euler Hermes: Business failures in France remain at a record high in 2014
- Economic growth (+0.4% in 2014 and +0.8% in 2015) is not enough to reverse the
curve of business failures, which remains high (63,400 in 2014 and 2015)
- One in two French regions has experienced a new increase in business failures
- Nine out of ten insolvency procedures ends in compulsory liquidation
PARIS - 24 NOVEMBER 2014 - Euler Hermes, the global leader in trade credit insurance, delivers a
comprehensive inventory of business failures in France in 2014.
1) Growth in France remains weak, preventing the stabilization of business failures
At +0.4%, France's growth rate remains under 1% for the third year running, a situation not encountered
since World War II. Household consumption remains sluggish and investment has been in decline since
mid 2011 (11 cuts in the last 13 quarters). A slight improvement is, however, expected in 2015. Growth
should reach +0.8%, thanks in particular to an automatic upswing in investment by businesses and
slightly more dynamic external trade, based essentially on a scenario involving a sustained weakening
of the euro.
This respite will not be enough to stem the rise of business failures: observations over a long period
show that an average of +1.7% growth in GDP is needed to set in motion a real ebbing of business
failures. They will therefore continue to rise in 2014 (+1%) and even reach a record high in terms of
volume, greater than at the height of the crisis: 63,400 business failures expected in 2014 and 2015,
compared to 62,714 in 2009.
The situation looks slightly better in terms of export: after a +5% increase in 2013, the Euler Hermes
IDEX index, which tracks company insolvency trends among France's leading export partners, is
expected to show a -15% reduction in risk in 2014 and -3% in 2015, mainly as a result of the
emergence of major economies, such as Spain, from recession.
"The export outlook is favorable to French companies but they must remain vigilant: the default risk
remains high in many countries as we head into 2015. The insolvency rate will remain 60% higher than
pre-crisis levels in our key trading partners (2003-2007 average). Business failures increased by +10%
in Italy and +4% in Brazil in 2014," said Maxime Lemerle, Head of Sector Research at Euler Hermes.

2) Insolvency among large enterprises remains high
SMEs (with turnover of between 250,000 and 2 million euros) remain subject to a sharp rise in business
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failures: +3.7% in 2014 , after +7.2% in 2013 and +6.4% in 2012. They represent 21% of business
failures in France, i.e. more than 13,000 businesses per year.
Things were starting to look up for large companies (more than 15 million euros in turnover) at the start
of 2014, but there has been a new upturn in business failures since spring. In the last 12 months, (to
end September), more than 180 large enterprises have entered into insolvency proceedings. This
volume remains very high and has been rising steadily over the past ten years.
"Large company failures represent an aggregated turnover of 8.9 billion euros and an aggregated 1
billion euros in trade payables," noted Nicolas Delzant, chairman of the Board of Management of Euler
Hermes France. "The slowdown in household consumption, combined with further pressure on prices
and margins already squeezed, has proven too much for cash positions already shaky in the wake of
recent years."

3) One in two French regions has experienced an increase in business failures over the past 12
months.
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In 2014 , business failures increased by more than 1% in half of regions and by more than +6% in three
of them: Corsica, Upper Normandy and Limousin. Overall, the number of business failures remains very
high throughout France, including in regions where trends are more encouraging. Picardy, for example,
has posted a fall in business failures of -7% in the past 12 months but still has a level of company
insolvency more than 12% higher than in 2009, when the last peak was recorded. In total, 15 regions
continue to post higher numbers of business failures than in 2009, with Upper Normandy and
Champagne Ardenne, at +24% and +11% respectively, particularly badly hit.
This phenomenon also affects the Ile-de-France region (+2.5% in the past 12 months), which is no
longer spared from the rise in business failures. It has managed to contain the number of failures since
the crisis (-7.9% since 2009), but still represents almost one bankruptcy in five.

4) Almost all sectors are affected
Several sectors post slightly fewer business failures over the past 12 months. However, apart from the
wholesale sector, which has been posting a downward trend for the past ten years, the other sectors
are also suffering: the number of business failures is now around the highest recorded since 2000,
particularly in the retail sector. Hotels and restaurants, plus the construction sector, even posted a
worrying increase in business failures in 2014.
"Construction is a key sector in our economy, accounting for 5% of GDP, 25% of investment and more
than 5% of the active population in France. However, it also represents almost a quarter of bankruptcies
and the situation seems to be have been getting significantly worse for several months now. It is
essential that the sector emerges from crisis and appropriate support measures are required to
relaunch major projects, housing renovation and new build," said Nicolas Delzant.

5) The opening of insolvency proceedings offers little chance of a favourable outcome
From 2006-2011, more than 70% of companies that went into administration after running into difficulty
were, in the end, subject to compulsory liquidation. Similarly, 40% of safeguard proceedings ended in
liquidation, with or without administration. In other words, nine out of ten businesses that enter into
insolvency proceedings end up being wound up, a rate that remains higher than before the crisis.
“Since its creation in 2007, the safeguard procedure is still only rarely used," said Maxime Lemerle. "It
was intended to serve as a bulwark in order to give companies time to find their feet, but has not really
taken off: 90% of businesses that enter into insolvency proceedings, and which are already in a very
precarious situation, struggle to find a solution and end up in compulsory liquidation."
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Euler Hermes France, a subsidiary of the Euler Hermes Group, is the leader in France in trade credit
insurance and contributes to companies' profitable growth by insuring their trade receivables.
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
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.

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 view and assumptions and involve known and unknown risks and
uncertainties that could cause actual result, 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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