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1 EXECUTIVE SUMMARY

1.1 Introduction

This report is the central component of the 10th edition of the
Atradius Payment Practices Barometer. It focuses on 27 major
global economies, examining the primary aspects of trade credit
supply and management, as well as the payment behaviour of
the customers of international companies.

The objectives of this report and of the individual country re-
ports are the same: we strive to provide companies trading inter-
nationally with an understanding of the trade dynamics of the
countries and wider EU region with which they do business, or
plan to do business. Without an accurate understanding of the
payment practices of both domestic and foreign customers, com-
panies can encounter serious cash flow problems.

The report therefore looks at a series of key areas of companies’
trade credit and credit management policies, including the extent
to which trade credit is granted to customers; the payment terms
used; the resultant incidence of late or non-payment; and the
actions taken to mitigate payment risks.

The Autumn 2011 Payment Practices Barometer is available on
the Atradius website at www.atradius.com

1.2 Conclusions

The global economic slowdown remained a reality at the time of
this report, as evidenced by a series of sluggish indicators from
the world’s largest economy - the USA - and from a range of
European economies. Although economic growth in many Asian
economies continued to outpace that of western economies,
compared to respondents from Europe and North America, sur-
vey respondents from the Asia-Pacific region demonstrated the
biggest increase in Days Sales Outstanding (DSO) compared to
2010.

In these difficult conditions, decisions about whether or not to
sell on credit take on a greater importance. Three quarters of the
surveyed companies were disinclined to grant credit for export
sales, while the survey clearly showed that long-term sales re-
lationships remain the key criterion in making these decisions.

In an environment where insufficient liquidity was cited as the
prime determinant of payment delays, the impact on businesses
has been that over 30% of the survey respondents’” invoices fell
overdue, placing an unwelcome strain on cash flow.

The use of a wide range of credit management practices, includ-
ing early payment discounting, was reported by survey respond-
ents, highlighting their concerns about securing payment. These
practices can of course also include the use of credit insurance
as a form of payment protection, aimed at promoting safe trade
between all parties involved in the transaction.

How well these forms of risk mitigation can be balanced in the
future will play a role in determining which companies survive
and prosper.
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1.3 Core results overall survey

Survey respondents in Europe were more inclined to B2B
credit sales than respondents in North America and Asia-
Pacific

Aversion to the use of trade credit was focused on foreign
sales

Building long term trade relationships was the key driver of
B2B credit sales

Longest average payment terms were in Greece and Spain;
shortest in Germany and Austria

Domestic payment terms, on average, were shorter than
foreign - except for Greece and Spain

Trade relationship with the customer was the key driver in
setting payment terms

2 in 5 respondents offered discounts for early payment of
invoices - 1 in 4 customers took advantage of discounts

Checking a buyer’s creditworthiness was the most used credit
management tool, overall, in first half 2011

Credit checks on buyers were on the rise compared to the
second half of 2010

B2B customers of European respondents took, on average,
longer to pay their invoices than customers of respondents in
North America and Asia-Pacific

Longest payment delays were in Greece, Spain and Italy

Overall, 30% of the total value of B2B invoices was past due

ATRADIUS PAYMENT PRACTICES BAROMETER - RESULTS FALL 2011

1 EXECUTIVE SUMMARY

Lower percentage of past due invoices in North America than
in Europe and the Asia-Pacific regions

Overdue invoices were paid the fastest in Nordic countries
and Hungary; the slowest in Greece and Spain

Approximately 25% of past due invoices were paid
31-90 days after the due date (35% in Southern Europe).

18% of overdue invoices in Greece and 10% in Italy were
paid more than 90 days after the due date

Insufficient funds remained the main payment obstacle

Disputes over the quality of goods or differences between
the goods delivered and those agreed in the contract were
the key drivers of overall payment delays experienced by
respondents in Asia-Pacific

Highest percentage of uncollectable B2B receivables were in
Greece (6% against an overall average of 3%)

Larger businesses waited longer to be paid

Promptest payments were in financial sector; slowest in
manufacturing

DSO was highest in Southern Europe: Italy 63 days,
Greece 70 days and Spain 88 days

Manufacturing industry reported highest DSO
Shortest DSO was among micro-enterprises

An increase in DSO was recorded by 23% of respondents
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2 USE OF TRADE CREDIT

2 Use of trade credit

B Survey respondents in Europe were more inclined to B2B credit sales than respondents in

North America and Asia-Pacific

B Aversion to the use of trade credit focused on foreign sales

B Building long term trade relationships was the key driver behind B2B credit sales

2.1 Sales on credit terms (domestic/foreign)

What percentage of the total value of your annual B2B sales (domestic and foreign)

are made on a cash basis/credit terms?

percentage

Europe
North America
Asia/Pacific

Overall survey

. B2B cash sales

Sample: all interviewed companies

Respondents in Hungary made the most use of
trade credit; Japanese respondents most averse
to B2B transactions on credit terms

With an average of 63% of the value of B2B sales transacted an-
nually on credit terms, European respondents were more recep-
tive to using trade credit than respondents in the North Ameri-
can and Asia-Pacific regions. On average, around half of the B2B
sales of respondents in these regions (47% and 48% respectively)
were made on credit terms.

Survey respondents in Hungary made the most use of trade
credit (approximately 80% of B2B sales were made on credit
terms), with Switzerland (77%) Sweden and Spain (74%), Ger-
many (73%) and Slovakia (71%) not far behind. Europe also saw
the highest percentages of respondents that sold exclusively on
credit. In Sweden, 45%, Switzerland, 39%, Slovakia and Den-
mark, both around 33%, of respondents made 100% of their B2B
sales on credit.

At the other extreme, Japanese respondents demonstrated the
greatest aversion to credit, with only 30% of B2B transactions
made on credit terms. The low use of trade credit by respondents
in Japan had a significant impact on the average for the region.
Asia-Pacific countries with the highest percentage of B2B credit
sales by respondents were Australia, Hong Kong and Singapore
(52%, 53% and 56% respectively).

In Europe, countries with relatively trade credit-averse respond-
ents include Belgium (where 43% of the value of annual B2B

. B2B credit sales

Source: Atradius Payment Practices Barometer — Fall 2011

sales were on credit terms), Poland (45%), the Czech Republic
(46%) and Great Britain (47%). The European country with the
highest percentage of respondents who sold exclusively on a
cash basis is the Czech Republic (37%).

In all of the countries surveyed, respondents were more likely to
grant trade credit to domestic than to foreign customers. For the
survey as a whole, on average, 75% of credit sales were made to
domestic customers.

Europe, Spain and Greece reported the highest percentage of
domestic credit sales (93% and 86% respectively), with Switzer-
land (84%) close behind. By contrast, the most open attitude to
foreign credit sales was shown by respondents in Great Britain,
where only 23% of respondents reported that they never ex-
tended trade credit to foreign customers.

In the Asia-Pacific region, respondents from Singapore were the
most likely to grant trade credit to foreign customers (43% of
foreign credit sales). Hong Kong and China had the lowest per-
centage of respondents reporting that they never granted export
credit (15%), with Singapore and Taiwan (18% and 19% respec-
tively) not far behind.

Of respondents in the Asia-Pacific region, those in Australia were
more inclined to grant trade credit to domestic customers (84%
of credit sales made to domestic customers), closely followed by
Japan (70%) and Indonesia (74%).
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Australia also registered the highest percentage of respondents
(64%) that sold to foreign customers exclusively on a cash basis.
In Europe, this was the case of Switzerland and Spain (63% and
62% respectively).

In North America, respondents in Mexico and Canada (52% and
50% respectively) were relatively less likely to extend export
credit than those in the US (42%).

Sales on credit terms by business sector

European manufacturing industry made the most
use of trade credit

By industry, the manufacturing sector made the most use of trade
credit (63% of B2B sales were on credit terms, compared to 57%
for the survey overall). This was particularly the case in the Eu-
ropean manufacturing industry, with an average of 70% of B2B
sales on credit terms. At country level, the highest percentages
were in Hungary (87%), Sweden (86%) and Spain (80%), and
Germany and Switzerland (both 78%). Contrary to the general

2 USE OF TRADE CREDIT

tendency to use credit primarily for domestic sales, responses
from the manufacturing industry did not show a clear prefer-
ence. However, the manufacturing industry in the Asia-Pacific
region showed the highest rate of use of trade credit with foreign
B2B customers.

Sales on credit terms by business size

Micro-enterprises more inclined to cash payments
than larger businesses

A noticeable preference for cash payments was shown by re-
spondents from micro-enterprises compared to larger businesses
(51% of B2B cash sales compared to 43% for the survey overall).
In comparison to larger businesses, which have more credit man-
agement resources, micro-enterprises focus their credit sales on
domestic customers (85% of B2B credit sales, compared to an
average of 75% for the overall survey). Foreign B2B credit sales
rose in tandem with company size across the overall survey, ris-
ing from 15% for micro-enterprises to 35% for large enterprises.

What percentage of the total value of your annual B2B sales are to domestic/foreign customers?

percentage

Europe
North America
Asia/Pacific

Overall survey

[ | B2B domestic customers

Sample: interviewed companies which sell on credit terms to B2B customers
(domestic and foreign markets)

78 22

BEHAVIOUR

Mss foreign customers

Source: Atradius Payment Practices Barometer — Fall 2011

2.2 Trade credit supply determinants

Long term trade relationships exerted the
greatest influence on trade credit decisions

Survey respondents ranked the establishment of long term trade
relationships as the most important reason for selling on credit
terms to B2B customers. This opinion was shared by 46% of all
survey respondents. In the Asia-Pacific region, this percentage
was the highest (50%) and in North America the lowest (42%).

Countries with an above regional average response rate for
ranking the establishment of long-term trade relationships as
the most important reason for selling on credit include: In Eu-
rope, Switzerland (59%), Ireland (57%), Austria (55%), Germany
(53%), Hungary (50%), Czech Republic, Sweden (49%) and Spain
(48%); and in the Asia-Pacific region, Singapore (65%), Taiwan
(59%), China (52%), and Australia (51%).

ATRADIUS PAYMENT PRACTICES BAROMETER - RESULTS FALL 2011

The promotion of growth in sales was reported by survey re-
spondents as the second most important reason for granting trade
credit to B2B customers: an opinion shared by 19% of all survey
respondents. In North America, however, granting trade credit
as a source of short-term financing ranked as the second most
important trade credit supply determinant (21% of respondents).
In Asia-Pacific, the same percentage of respondents ranked to
allow customers time to confirm the quality of the product before
payment as the second most important reason for granting trade
credit.

In Europe, respondents in some countries differed from the
general perception for the region. In Greece, the promotion of
growth in sales ranked first as a trade credit supply determinant,
followed by the establishment of long lasting trade relations. In
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2 USE OF TRADE CREDIT

What are the main reasons that your company grants trade credit to its B2B customers?

percentage

To establish long lasting trade relations
with customers

As a sales promotion tool

To allow customers time to confirm

the quality of the product before payment

As a source of short term finance

[ | Europe

Sample: interviewed companies which sell on credit terms to B2B customers -
Ranking in terms of importance

Italy, the second most important reason for granting trade credit
to B2B customers was as a source of short term financing. In Great
Britain and Ireland the second most important reason for grant-
ing trade credit was to allow customers time to confirm the quality
of the product before payment.

It is worth noting that in all of the countries surveyed in the Asia-
Pacific region, as a source of short-term financing was the least
important trade credit supply determinant.

Trade credit supply determinants
by business sector

Manufacturing sector focuses on long term
customer relationships

Respondents in the manufacturing sector (49%) cited long term
customer relationships most frequently and financial services
businesses (42%) cited it least frequently. In Singapore, a very
consistent 65% of respondents in each of the four industries
cited this reason for granting credit.

Using trade credit as a sales promotion tool was more frequently
reported in the wholesale trade/retail trade/distribution sec-
tor, where respondents in Belgium (39%), Greece (36%), Swe-
den and France (both 34%) reported this reason most regularly.
Confirming product quality before payment was noted as a trade

[ | North America

[ | Asia/Pacific M overal survey

Source: Atradius Payment Practices Barometer — Fall 2011

credit supply determinant by 15% to 20% of respondents in all
industries. Respondents in the financial service sector showed
a greater propensity (22%) for using trade credit as a source of
short-term finance.

Trade credit supply determinants
by business size

Large enterprises use trade credit as a source
of short term finance more often than other
businesses

Customer relations were a highly valued rationale for using trade
credit by large enterprises (45% of respondents), small and me-
dium/large companies (both 46%) and micro-enterprises (48%).
However on a regional bases, it was a little less relevant for large
European enterprises (40%), particularly for this respondent cat-
egory in France (14%) and Greece (6%). In Hong Kong, only 23%
and 33% of micro- and small enterprises prioritised this deter-
minant.

Using trade credit as a sales promotion tool was reported with
very similar percentages across all the surveyed business sizes,
as was confirming the product quality before payment. Mobilising
trade credits as a source of short-term finance was reported rela-
tively more frequently by larger enterprises in all three regions.

ATRADIUS PAYMENT PRACTICES BAROMETER - RESULTS FALL 2011



3 Credit management practices

3 CREDIT MANAGEMENT PRACTICES

B [ongest average payment terms were in Greece and Spain; shortest in Germany and Austria

B Domestic payment terms, on average, were shorter than foreign - except for Greece and Spain

B Trade relationship with the customer was the key driver in setting payment terms

B 2 in 5 respondents offered discounts for early payment of invoices - 1 in 4 customers took

advantage of discounts

B Checking a buyer’s creditworthiness was the most used credit management tool, overall,

in first half 2011

® (Credit checks on buyers were on the rise compared to the second half of 2010

3.1 Average payment terms (domestic/foreign)

What payment terms does your company set for its domestic/foreign B2B customers?

percentage

average days

Domestic 36
Europe
Foreign 36
Domestic 37
North America
Foreign 39
Domestic 81 12 53 31
Asia/Pacific
Foreign 73 19 53 33
Domestic 78 12 34
Overall survey
Foreign 71 20 35

[M130 days

Sample: all interviewed companies (active on domestic and foreign markets)

Average domestic payment terms were shorter
than payment terms set for foreign customers,
except for Greece and Spain

Overall, B2B customers of the survey respondents were given an
average of 34 days and 35 days to pay their domestic and foreign
invoices respectively. In Europe, the average was 36 days (both
domestic and foreign). In North America, it was 37 days domestic
and 39 days foreign. In Asia-Pacific, it was 31 days domestic and
33 foreign.

At country level, the average payment terms set for B2B cus-
tomers by survey respondents ranged from 23 days in Germany
to 71 days in Greece. At the shorter end of the scale, Austria
(25 days) followed Germany closely and, at the other extreme,
Spain (70 days) was not far behind Greece. The average payment

ATRADIUS PAYMENT PRACTICES BAROMETER - RESULTS FALL 2011

[ 31-60 days

Meo0 days M over %0 days

Source: Atradius Payment Practices Barometer — Fall 2011

term in Greece was more than two weeks longer than the second
longest average payment term (55 days) observed in Italy. The
Czech Republic and Mexico had average payment terms of 48
and 49 days respectively. In most of the countries surveyed, av-
erage payment terms were in the range of 26 to 37 days.

In North America, Mexico’s average payment term (48 days)
was noticeably longer than the average for the region (37 days).
The average payment term in the US was 28 days and in Canada
33 days.

In Asia-Pacific, the average payment term was 31 days. Coun-
tries with relatively short average payment terms for the region
include Hong Kong and Australia (both 26 days). Countries with
relatively long average payment terms for the region include Ja-
pan and Taiwan (both 37 days) and Indonesia (35 days).

USE OF TRADE CREDIT
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3 CREDIT MANAGEMENT PRACTICES

Viewing domestic and foreign average payment terms separately,
Germany showed the shortest average domestic payment term
(22 days) and Great Britain the shortest average term for foreign
customers (25 days).

In general, average domestic payment terms reported in the coun-
tries surveyed were shorter than payment terms set for foreign
customers. The only exceptions were Greece and Spain. Domestic
customers in Greece were given an average of 22 days longer
than foreign customers to pay their invoices. Domestic customers
in Spain were given an average of 28 days longer than foreign
customers to pay their invoices. This suggests that respondents
in these countries were able to benefit from the normally shorter
terms in foreign markets.

Average payment terms (domestic/foreign)
by business sector

Longer average payment terms in the
manufacturing industry

Manufacturing sector respondents provided slightly longer pay-
ment terms than the other surveyed industries for domestic and
foreign business sales (both 39 days). The longest domestic pay-
ment terms were recorded by manufacturers in Greece (98 days),
Spain (78 days) and Italy (65 days). Manufacturers” longest for-

eign terms were set in Greece (71 days), the Czech Republic (61
days) and Italy (58 days). Relatively long domestic terms were
also offered by the wholesale trade/retail trade/distribution in-
dustry respondents in Greece (79 days), Spain (73 days) and the
Czech Republic (55 days). A very different response came from
the North American financial services sector, where average for-
eign payment terms ranged between 16 days in Canada, 31 days
in the USA and 84 days in Mexico.

Average payment terms (domestic/foreign)
by business size

Shorter payment terms extended by micro-
enterprises

Medium/large enterprises offered the longest average terms
overall for domestic payments (39 days) and foreign payments
(41 days), most noticeably in Greece (90 days domestic / 72
days foreign). Micro-enterprises extended considerably shorter
payment terms for domestic (29 days) and foreign business pay-
ments (28 days) than any of their larger peers. European micro-
enterprises offered longer payment terms than those in Asia
and North America, but the averages were skewed by domestic
terms reported in Greece (70 days) and Spain (67 days), and for
all terms set by respondents in Italy (55 days domestic / 51 days
foreign).

3.2 Payment terms determinants

Trade relationship with the customer and
company standard payment terms are key drivers
of payment terms

Consistent with the finding that long term trade relationships
with customers are perceived as the most important reason for
selling on credit terms, the key driver for setting overall payment
terms is again the existing trade relationship with the customer.
49% and 47% of respondents overall reported this as the key
driver for determining domestic and foreign payment terms re-
spectively. At a regional level, this picture changed only in North
America, where the credit capacity of the customer (42%) was
ranked as the leading domestic payment terms driver over trade
relationships (41%). Mexican respondents (more than 55%) were
the most predisposed to this opinion.

In Europe, the countries with the highest percentage of respond-
ents who ranked existing customer relationships as the main pay-
ment term determinant include Austria (70%), Germany (58%)
and Switzerland (56%). The Eastern European countries of the
Czech Republic, Poland and Slovakia also rated this factor rela-
tively high compared to the average. In Southern Europe, namely
in Greece (58%) and Spain (58%), the trade relationship with the
customers was reported - by a higher than regional average per-
centage of respondents (46%) - as the key driver for foreign pay-
ment terms.

In the Asia-Pacific region, China (61%), Japan and Taiwan (both
52%) had the highest percentages of respondents that ranked

trade relationship with the customer as the key driver for deter-
mining domestic payment terms. Respondents in China and Tai-
wan also shared the opinion that the trade relationship with the
customer acted as the key driver for foreign payment terms (63%
and 59% respectively).

Company standard payment terms were the second most reported
payment term determinant overall. 42% of respondents reported
company standards as the second most influential determinant
for domestic payment terms, and 39% as the second most influ-
ential determinant for foreign payment terms. A relatively lower
percentage of respondents in North America shared this opinion
(38% for domestic and 35% for foreign payment terms). In the
Asia-Pacific region, the percentages of respondents considering
company standards as the second most influential determinant
for overall payment terms was, on average, higher than that of
the overall survey (46% for domestic payment terms and 45%
for foreign).

In Europe, Slovakia saw the highest percentage of respondents
ranking company standards as the second most influential deter-
minant for both domestic and foreign payment terms (68% and
53% respectively). Czech respondents were not far behind (58%
and 51% respectively). 50% of respondents in Ireland also shared
the opinion that company standards were the second most influ-
ential determinant for foreign payment terms.

In North America, the second most important determinant of
domestic payment terms was considered to be company stand-
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3 CREDIT MANAGEMENT PRACTICES

Payment terms determinants by business sector

Financial services sector more inclined to use
trade credit as a source of short-term finance

The drive to establish long-term sales relationships with custom-
ers was cited as the most important determinant for extending
trade credit across all four surveyed sectors: more frequently by
the manufacturing sector and least frequently by the financial
services sector. In Singapore, however, 65% of respondents in
each of the industries cited this reason. The rationale of confirm-
ing product quality before payment was ranked almost equally as
a determinant across all sectors, whereas respondents in the fi-
nancial services sector were more inclined to use trade credit as a
source of short-term finance. Using trade credit as a sales promo-
tion tool was more frequently reported in the wholesale trade/
retail trade/distribution sector: most of all in the Asia-Pacific
region by 30% of Japanese and 31% of Australian respondents.
European wholesale trade/retail trade/distribution companies in
Belgium (39%), Greece (36%), Sweden and France (both 34%)
selected this criterion.

3.3 Early payment discounts

Payment terms determinants by business size

Building long term trade relations key driver for
businesses of all sizes

Long lasting customer relations were the main driver for deter-
mining payment terms among business of all sizes, but were
relatively less relevant for large enterprises in Europe. Although
72% of large Austrian enterprises prioritised this reason, it was
cited by as few as 14% and 6% of large respondents in France
and Greece. By contrast, 50% of medium/large Greek enterpris-
es prioritised trade credit as a sales promotion tool, which was
reported with very similar percentages across all the surveyed
business sizes, as was confirming the product quality before pay-
ment. Mobilising trade credits as a source of short-term finance
was reported more often by larger enterprises in all three regions.

Does your company discount early payment of invoices?

percentage

Europe
North America
Asia/Pacific

Overall survey

Sample: all interviewed companies

Overall, 2 respondents out of 5 offer discounts
for early payment of invoices

On average, for the whole survey, 40% of respondents reported
that they offer discounts to their customers for early invoice pay-
ment. Respondents from the Asia-Pacific (48%) region were the
most likely to offer early payment discounts, while respondents
in North America (43%) and Europe (37%) were a little less likely
to. At a country level, Swedish respondents (11%) were the least
likely and Chinese respondents (76%) the most likely to offer
discounts for early invoice payment.

In Europe, Spain (61%), Italy (60%) and Greece (55%) had the
highest percentage of respondents who offered discounts for
early invoice payment. Typically longer average payment terms
in Southern Europe than in other countries suggest that this

Source: Atradius Payment Practices Barometer — Fall 2011

practice can be of value in lowering DSO and improving cash
flow. Germany (50%), Poland (48%), Austria (45%) and Great
Britain (44%) followed suit. Despite having the opportunity of
a discount for paying early, only 9% of the domestic customers
of respondents in Spain took advantage of this. Respondents in
Austria had a much higher success rate (34%). Differences nar-
rowed when it came to foreign customers, ranging from. 15% of
the foreign customers of German respondents to 30% of the for-
eign customers of respondents in Great Britain taking advantage
of early payment discounts.

In North America, the 62% of Mexican respondents offering
early payment discounts was noticeably higher than the regional
average of 43%. 32% of Mexican respondents” domestic custom-
ers and 40% of their foreign customers took advantage of these
discounts.
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In Asia-Pacific, China (76%) and Indonesia (69%) had the high-
est percentage of respondents who offer discounts for early pay-
ment. In Hong Kong (58%) and Taiwan (53%) of respondents
also offered early payment discounts - relatively high percent-
ages compared to the average for the region. The range, from
country to country, of the percentage of customers taking ad-
vantage of the discounts was narrower in the Asia-Pacific region
than in other regions. 28% of the domestic customers of Chinese
respondents and 35% of the domestic customers of respondents
from Hong Kong took advantage of the discounts. For foreign
customers, the acceptance rate ranged from 21% in Indonesia
to 32% in Hong Kong. The lowest acceptance rate in the region
surveyed was observed in Japan (15% of domestic and 12% of
foreign customers respectively).

Early payment discounts by business sector

Manufacturing industry more likely to offer
discounts for early payment of invoices

More respondents from the manufacturing industry (50% on
average) were likely to offer discounts for early invoice pay-
ment than respondents from other industries. Response rates for
manufacturing industries were as high as 75% in Austria, 76%
in Spain, 78% in Mexico, 80% in China and 81% in Germany.
At the other end of this scale, however, were manufacturing re-
spondents in Sweden (13%) and Japan (18%). This shows a sig-
nificant difference in approach from country to country. Services
respondents (30% on average) were the least inclined of the four
industries to discount, with respondents in Sweden (8%), and

3 CREDIT MANAGEMENT PRACTICES

Denmark and Netherlands (both 11%) the least active of all. Ser-
vices companies in China (74%), Indonesia (60%) and Mexico
(57%) were exceptions to this trend. Again, there was a wide
spread, but with fewer countries on the high end of the scale.
There was little overall distinction across the business sectors in
respect to the percentage of domestic and foreign customers that
took advantage of early payment discounts.

Early payment discounts by business size

Micro-enterprises less likely to offer early
payment discounts than larger businesses

Micro-enterprises showed far less inclination (31%) to offer early
payment discounts than their larger counterparts in all regions
(ranging from 44% to 47%), with the lowest levels seen in the
Northern European countries of Denmark (9%), Sweden (10%),
the Netherlands and Belgium (both 13%). This regional trend was
to some extent replicated by large enterprises, among which re-
spondents from Sweden (8%), Denmark (18%) and the Nether-
lands (21%) were the least likely to discount for early payment.
Micro-enterprise respondents in China (65%) and Indonesia
(64%) were the most likely to discount early payment. South-
ern European micro-enterprises in Spain (50%), Italy (52%) and
Greece (56%) were also very active discounters. There was little
overall distinction across the business sizes between the levels of
use of early payment discounts by domestic and foreign custom-
ers.

What percentage of your domestic/foreign B2B customers
take advantage of the discount for early payment of invoices?

percentage

S

Europe

I 1

L

North America

——— 37

e

Asia/Pacific

I 2s

S 26

Overall survey

. Domestic B2B customers

Sample: interviewed companies that discount early payment
(active on domestic and foreign markets)
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I 25

[ | Foreign B2B customers

Source: Atradius Payment Practices Barometer — Fall 2011
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3 CREDIT MANAGEMENT PRACTICES

3.4 Use of credit management tools: first half 2011

How do you protect your business against payment default?

Check buyer’s creditworthiness

Check buyer’s track record

Active credit management
(credit checks, dunning)

Sell on cash terms

Monitor buyer’s credit risk

Request secured forms of payment

Reduce reliance on a single buyer

Use credit insurance

Reserve against bad debts

Retain a collections agency

Self insure

Sample: all interviewed companies

percentage
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Checking the creditworthiness of a buyer most
reported credit management tool

Four credit management tools were used by over a third of re-
spondents, with three of these almost equally reported in all re-
gions: checking a buyer’s creditworthiness (overall average 38%),
active credit management (35%) and selling on cash terms (34%).
Checking the buyer’s track record (37% of respondents overall)
was most often reported in Asia-Pacific and North America (both
42%). In Europe it was reported by 34% of respondents.

Roughly similar regional weightings applied to reducing reliance
on a single buyer and requesting secured forms of payment. Re-
spondents in the Asia-Pacific region were more active in monitor-
ing buyer credit risk (35%) and using credit insurance (31%) than
their European and North American counterparts. The European
attitudes may reflect a greater commercial imperative to maintain
sales levels as their economies returned to positive growth.

Countries where respondents were most likely to check the cred-
itworthiness of their buyers were Spain (58%), Greece (56%),
Singapore (53%), Mexico (48%) and China (46%). Spain also
had the highest percentage of respondents (63%) who check the
track record of the buyer. Singapore (53%), Indonesia (49%) and
Slovakia (46%) followed.

Active credit management, using credit checks and dunning, was
most frequently reported in Asia-Pacific by Taiwan (46%) and
China (48%) and in Europe by the Netherlands (49%) and Ger-
many (47%).

Differences in credit management cultures were also apparent
from various countries” choice of most used credit management
tool: sales on cash terms by respondents in the Eastern European
countries of the Czech Republic (46%) and Poland (47%); in the
Asia-Pacific region requesting secured forms of payment in China
(49%) and Taiwan (46%); and the use of credit insurance in China
(47%) and Hong Kong (37%).

3 CREDIT MANAGEMENT PRACTICES

Use of credit management tools: first half 2011
by business sector

Manufacturing and financial services sectors
more likely to check buyers’ creditworthiness
than other sectors

European respondents from the manufacturing and financial ser-
vices sectors were most inclined to check buyers” creditworthiness
(45% of respondents). The same percentage of respondents in
the wholesale/retail trade/distribution sector preferred to sell
on a cash basis. The European financial services sector was also
very active in dunning (43%). In North America, checking buyer’s
creditworthiness and checking the buyer’s track record were ap-
plied by almost half of the respondents across all the industries
surveyed. The wholesale/retail trade/distribution respondents
(40%) also reported significant use of active dunning and secured
forms of payment or sales on a cash basis. The same pattern in the
use of credit management tools was observed in the Asia-Pacific
region, where the financial services industry was relatively more
active in monitoring buyer credit risk (40% of respondents) than
the other industries surveyed in the region

Use of credit management tools: first half 2011
by business size

Micro-enterprises confirm their preference for
cash payments

Micro-enterprises, across all the regions surveyed, showed a
greater preference for cash payments (more than 45% overall
reported that they sell on cash terms). Larger businesses, with
more credit management resources, made the most strategic use
of credit management tools of checking buyer’s creditworthiness,
checking buyer’s track record and dunning (over 40% of respond-
ents). The same percentage of respondents from large enterpris-
es in the Asia-Pacific region reported being active in monitoring
buyer credit risk.

3.5 Trend in the use of credit management tools

Credit checks on buyers on the rise compared to
the second half of 2010

Around 50% of survey respondents reported no change in their
use of credit management tools in the first half of 2011, com-
pared to the second half of 2010. If a change was made it was
more likely to be an increase in use than a decrease.

The credit management tools which were used more often than
in the past are:

a) checking buyer’s creditworthiness (32% of respondents for the
overall survey) which was more frequently reported by re-
spondents in the Asia-Pacific (38%) and North America (34%)
regions than in Europe (28%);

b) dunning (31% of respondents for the overall survey), more
often used in Europe (33% of respondents);

ATRADIUS PAYMENT PRACTICES BAROMETER - RESULTS FALL 2011

¢) monitoring buyer’s credit risk (29% of respondents for the
overall survey), which was more frequently reported by re-
spondents in the Asia-Pacific region (39%) than in North
America (28%) and Europe (25%);

d) use of secured forms of payment (27% of respondents for the
overall survey), more often used in the Asia-Pacific (35% of
respondents and North America (30%) regions.

In the Asia-Pacific region, Indonesia saw the greatest increase
in checking buyer’s creditworthiness (53% of respondents). Other
Asia-Pacific countries where the use of this credit management
tool increased significantly include China (49%), Singapore (43%)
and Taiwan (42%). In North America, this was also the case in
Mexico (49%). In Europe, Spain saw the greatest increase in the
use of this credit management tool (51% of respondents). Other
European countries where the use of this credit management tool
increased significantly include Greece and Ireland (both 45%).
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3 CREDIT MANAGEMENT PRACTICES

In the first half of 2011 (compared to the second half of 2010)
how have your credit management practices changed?

percentage
Checking of buyer’s credit worthiness 32 49 5 15
Dunning 31 52 9 9
Monitoring of buyer’s credit risk 29 48 5 17
Use of secured forms of payment 27 54 4 16
Use of early payment discounts 18 52 6 24
Hedging against exchange rate risk 16 46 5 EE]
Use of outsourced collections 15 46 5 34
Use of credit insurance 14 45 5 36
Use of self insurance 14 51 ) 30

[ Increased M no change M Decreased M not applicable

Sample: all interviewed companies (overall)

The highest increase in monitoring the buyer’s credit risk was seen
in Indonesia (63%). Other countries in the Asia-Pacific region
where the use of this credit management tool increased signifi-
cantly include Singapore (48%) and China (46%). In North Amer-
ica, this was the case in Mexico (40%) and in Europe, it was the
case in Spain (51%), Greece (44%) and Ireland (42%).

In Europe, the use of dunning, increased the most in Poland (50%
of respondents) and Ireland (45%).

As to the increase in the use of secured forms of payment, in North
America this was most prevalent in Mexico (42%). In the Asia-
Pacific region, the biggest increase in use was reported by re-
spondents in Indonesia (66%). Also respondents in China (45%)
saw a significant increase in the use of secured forms of payment
in the first half of 2011, compared to the second half of 2010.

Trend in the use of credit management tools
by business sector

Increase in dunning mostly reported in the
wholesale/retail trade/distribution sector

A higher percentage of European respondents from the whole-
sale/retail trade/distribution sector (34% of respondents) in-
creased their dunning than did respondents from other surveyed

Source: Atradius Payment Practices Barometer — Fall 2011

industries in the region. In the financial services sector, a rela-
tively higher percentage of respondents (35%) were checking
buyer’s creditworthiness and monitoring their buyer’s credit risk.
In North America, both the manufacturing and the wholesale/
retail trade/distribution sectors increased their use of checking
of buyer’s creditworthiness (over 40% of respondents) more than
the other sectors surveyed. Both the manufacturing and the fi-
nancial services sectors increased their use of secured forms of
payment (both 32%) more than other industries surveyed. In-
creased monitoring of buyer’s credit risk was most notable in the
wholesale/retail trade/distribution sector (30% of respondents).

In Asia-Pacific, 51% of respondents in the financial services sec-
tor and 43% in the wholesale/retail trade/distribution sector in-
creased their monitoring of buyer’s credit risk. A relatively higher
percentage of respondents from both the financial services (49%)
and the manufacturing sectors (41%) increased checking of buy-
er’s creditworthiness. The financial services sector also had a high
percentage of respondents who increased their use of secured
forms of payment (45%).
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Trend in the use of credit management tools
by business size

Large enterprises relatively more inclined to
increase their monitoring of buyer’s credit risk

On average, 30% of respondents across businesses of all sizes in
Europe increased dunning. Respondents in large enterprises were
relatively more inclined to increase their monitoring of buyer’s
credit risk and checking of buyer’s creditworthiness (36% and 34%

4 CUSTOMERS” PAYMENT BEHAVIOUR

respectively). In North America, an average of 30% of respond-
ents across businesses of all sizes, except for micro-enterprises,
increased their checking of buyer’s creditworthiness, the monitor-
ing of buyer’s credit risk and the use of secured forms of payment.
In Asia-Pacific, increased checking of buyer’s creditworthiness and
monitoring of buyer’s credit risk was applied most by respondents
from companies larger than SMEs, which had a relatively greater
increase in the use of secured forms of payment (around 40% of
respondents).

4 Customers’ payment behaviour

B B2B customers of European respondents took, on average, longer to pay their invoices than

customers of respondents in North America and Asia-Pacific
B Longest payment delays occurred in Greece, Spain and Italy

m QOverall, 30% of the total value of B2B invoices were past due

B Lower percentage of past due invoices in North America than in Europe and the Asia-Pacific regions

B Overdue invoices were paid the fastest in Nordic countries and Hungary;

the slowest in Greece and Spain

B Approximately 25% of past due invoices were paid 31-90 days after the due date

(35% in Southern Europe).

B 18% of overdue invoices in Greece and 10% in Italy were paid more than 90 days after the due date

® Insufficient funds remained the main payment obstacle

m Disputes over the quality of goods or differences between the goods delivered and those agreed in
the contract were key drivers of overall payment delays experienced by respondents in Asia-Pacific

B Highest percentage of uncollectable B2B receivables in Greece (6% against an overall average of 3%)

® [arger businesses wait longer to be paid

B Promptest payments are in financial sector; slowest in manufacturing

4.1 Average payment durations and payment delays

Longest payment delays in Southern Europe

Overall, customers of our survey respondents took an average
of 33 days from the invoice date (not the due date) to pay their
invoices (32 days average domestic and 34 days average foreign).
The average payment duration in Europe (36 days) was longer
than in North America (28 days) and Asia-Pacific (26 days).

On a country basis, payment durations varied widely: from 22
days in China to 83 days in Greece. Spain (82 days) was not far
behind. The latter was more than one month longer than the
second longest average payment duration (51 days) observed in
Italy.

In North America, customers of Mexican respondents took an av-
erage of 36 days to pay their invoices: noticeably longer than the
28 day average for the region. In Asia-Pacific, it took customers
of respondents in Taiwan and Japan 35 days and 31 days respec-
tively to pay their invoices: again noticeably longer than the 26
day average for the region.

ATRADIUS PAYMENT PRACTICES BAROMETER - RESULTS FALL 2011

An analysis by domestic and foreign customers shows that do-
mestic invoices were paid, on average, in a wide range from 21
days (Germany) to 92 days (Greece). Payments from foreign cus-
tomers ranged from an average of 23 days in the US to 62 days
in Japan.

In all countries, except Spain, Greece and Italy, domestic custom-
ers took less time than foreign customers to pay their invoices.
This is consistent with the finding that, with the exception of the
countries surveyed in Southern Europe, average domestic B2B
payment terms were shorter than average foreign terms.

Average payment delay figures were arrived at by comparing the
overall average payment durations with the overall average pay-
ment terms. An average of 57% of payments were received by
survey respondents in a range spanning an average of 12 days
earlier than the average due date (in Mexico and Indonesia) to
12 days after the average due date (in Greece and Spain).
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4 CUSTOMERS” PAYMENT BEHAVIOUR

In Europe, respondents from the Czech Republic received their
payments from B2B customers the swiftest: around 10 days ear-
lier than the average invoiced payment term. France, with the
second fastest average payment duration, received payment, on
average, about 8 days earlier than the average due date.

In North America, respondents from Canada and the US received
their payments, on average, earlier than the due date (8 days
and 5 days earlier respectively). In Asia-Pacific, all countries sur-
veyed except Indonesia, received their overall payments, on av-
erage, between 8 days (China) and 1 day (Australia) earlier than
due date.

When considering only overdue payments, we found that the
overall percentage of past due date invoices amounted to 30%
of the total value of B2B invoices across the countries surveyed
(foreign 30%, domestic 31%).

North America registered a relatively lower percentage of over-
all past due invoices (27%) than Europe and Asia Pacific. In
Asia-Pacific, on average, 32% of foreign invoices were past due
(slightly above the 30% figure for domestic invoices). This was
the same percentage of domestic past due invoices as in Europe.
In Europe, 32% of export invoices fell overdue.

At a country level, domestic past due invoices ranged from an
average of 18% in Japan to 41% in Greece. Foreign past due in-
voices ranged from an average of 17% in Greece to 37% in Ger-
many and the Netherlands.

In Europe, countries that, along with Greece, had a higher than
regional average percentage of past due domestic invoices in-
clude Ireland (39%) and Italy (37%). Countries that, with Ger-
many and the Netherlands, had a higher than regional average
percentage of past due foreign invoices include Switzerland and
Austria (both 36%), France and Great Britain (both 35%).

In North America, Mexico had a higher than regional average
percentage (29%) of past due domestic invoices, and the US had
a higher than regional average percentage (32%) of past due for-
eign invoices.

In Asia-Pacific, countries with a percentage of domestic past due
invoices noticeably higher than the average for the region in-
clude Hong Kong and China (both 35%). China (36%) and Hong
Kong (35%) also had a noticeably higher percentage of foreign
past due invoices than other countries in the region.

Average payment durations and average payment
delays (domestic/foreign) by business sector

Financial services companies paid the swiftest

Financial services companies were paid in the shortest average
times: 26 days for domestic invoices and 28 days for exports. This
fell to just 13, 14 and 15 days for domestic payments in Hun-
gary, the Czech Republic and Austria respectively. Manufacturing
companies waited the longest for payment: 37 days for domestic
invoices and 38 days for foreign invoices. Payments to manufac-
turing respondents in Greece and Spain (both 99 days domestic
and 58 days foreign), along with Italy (71 days domestic and 52
days foreign) stood out markedly as the slowest. Respondents in
Austria, Britain and Germany, however, were paid in significantly
below average times. Asian manufacturing sector payments were
generally very prompt, and skewed by the 71-day timescale for
foreign payments to Japanese respondents.

Average payment durations and average payment
delays (domestic/foreign) by business size

Micro-enterprises received their payments quickest

Medium/large companies experienced the longest average wait,
with domestic invoices (36 days) paid quicker than foreign in-
voices (40 days). Micro-enterprises received their payments
quickest, averaging 28 days for both domestic and foreign cus-
tomers, while British, French and German companies in this seg-
ment averaged a maximum of 20 days’ payment wait. Domestic
payments to Indonesian micro-businesses averaged just 15 days.
At the longest end of the scale, domestic payments to Spanish
small enterprises averaged 96 days, while foreign payments to
Japanese micro-enterprises took, on average, 100 days.

4.2 Overdue B2B invoices (domestic/foreign) — Payment timing

Overdue invoices were paid fastest in Hungary
and Nordic countries; slowest in Greece and Spain

On average, 70% of all past due invoices, both domestic and for-
eign, were paid between 1 and 30 days after the due date.

In the case of domestic overdue invoices, this percentage rose to
85% in the Nordic countries surveyed - Denmark and Sweden -
and to 90% in Hungary. These three countries had the highest
percentage of domestic past due invoices paid within 1 day to 30
days after due date. At the other extreme, 55% of domestic past
due invoices in Italy and Indonesia were paid 1 day to 30 days
after due date. In Greece this percentage was 45%, reflecting the
country’s current difficult economic conditions.

In the case of foreign overdue invoices, the percentage of pay-
ments made between 1 day and 30 days after the due date was
85% in Sweden and 95% in Hungary. Again these two countries
displaying the best success in collecting foreign as well as domes-
tic past due invoices. By contrast, only 60% of respondents in
France and Italy and 55% of respondents in Indonesia were able
to collect past due invoices within 30 days.

An average 24% of all past due invoices (domestic/foreign) were
paid 31 to 90 days after the due date. In the case of domestic past
due invoices, this percentage was 36% in Greece, 33% in Italy and
32% in Spain (the Southern European countries surveyed),10%
in Sweden and Denmark, and less than 10% in Hungary.
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Overdue B2B invoices (domestic/foreign) —
Payment timing by business sector

Very little differentiation between domestic and
foreign overdue invoices in all of the surveyed
industries

The percentage of overdue payments to businesses in all of the
surveyed industries fell into a very tight range (29% to 33%),
with very little differentiation between domestic and foreign
overdue invoices. Japanese companies in the financial services
sector had a very small percentage of overdue invoices (3% do-
mestic and 5% foreign) and the lowest proportion (16%) of over-
due domestic invoices in the services sector. Danish and Japanese
companies led the manufacturing sector in collecting payments
on time (Denmark: 18% domestic and 23% foreign overdue in-
voices; Japan: 23% domestic and 19% foreign overdue invoices).
The performance of Canadian financial services respondents in
collecting payments on time (23% domestic and 14% foreign)
was also noteworthy, whereas Czech and French financial ser-
vices respondents reported average overdue domestic payments
of 70% and 54% respectively.

Overdue B2B invoices (domestic/foreign) —
Payment timing by business size

Micro-enterprises reporting the lowest
percentage of foreign payments overdue

The average percentage of overdue payments to businesses of
all sizes fell into a very tight 27-32% range, with very little dif-
ferentiation between domestic and foreign overdue invoices. The
best performers were micro-enterprises in Australia, Canada,
Denmark, Sweden and Japan, with just 3% of foreign payments
overdue. Large enterprises in Japan, Canada and Hungary (11%
domestic and 15% foreign) also had relatively low percentages
of overdue invoices. 48% of export invoices from German micro-
enterprises were overdue, and larger Swiss companies reported
the highest percentages (55%) of overdue export invoices.

4.3 Main reasons for payment delays from customers

Insufficient funds remains the main
payment obstacle

Insufficient availability of funds was by far the most cited reason
for overall payment delays across all the regions surveyed. An
average of 60% of respondents cited it as the reason for payment
delays from domestic customers, and 42% as the reason for for-
eign payment delays. Only in respect to delays in the payment of
foreign invoices to respondents in Asia-Pacific did this fall below
the top ranked determinant.

On a country basis, Slovakia and the Czech Republic had the
highest percentage of respondents (both 87%) citing insufficient
availability of funds as the reason for payment delays from do-
mestic customers, with Hungary on 84%. Other European coun-
tries where the percentage of respondents with this opinion was
noticeably above the mean for the region (66%) are Greece (84%
of respondents), Spain (74%) and Italy (71%). This suggests po-
tential cash flow issues across Eastern and Southern Europe. Re-
spondents from these countries cited this reason more frequently
than any of the other countries surveyed for both domestic and
export payment delays. In North America, over 70% of Mexican
respondents cited this as the reason for overall payment delays.
In Asia-Pacific, Australia saw the highest percentage of respond-
ents citing this as the reason for domestic payment delays (62%),
with China (56%) not far behind. China had the highest percent-
age of respondents citing this as the reason for foreign payment
delays (56%).

Complexity of the payment procedure emerged as the second most
important reason for payment delays across all the regions sur-
veyed. Cited more often as a reason for foreign payment delays
(37% of respondents compared to 24% for domestic delays), it

was mentioned more often by respondents in Asia-Pacific (49%)
than in North America (39%) and Europe (30%). Over 40% of
companies surveyed in China (44%), Indonesia (42%), Taiwan
and Singapore (both 41%), also cited this as one of the main rea-
sons for domestic payment delays.

Inefficiencies of the banking system ranked as the third most im-
portant reason for payment delays. It was also cited more often
as a reason for foreign payment delays (34% of respondents)
than for domestic payment delays (21% of respondents). Like
complexity of the payment procedure, it was experienced more
often by respondents in Asia-Pacific (44%) than in North Ameri-
ca (36%) and Europe (27%). China had the highest percentage of
respondents who cited this as the reason for domestic payment
delays (40%), followed by 33% of respondents in Indonesia and
Hong Kong.

Commercial reasons, such as disputes over the quality of goods,
incorrect information on the invoice and no correspondence of the
goods delivered with the agreed contract, were also frequently
mentioned by respondents in Asia-Pacific as reasons for pay-
ment delays. Overall, over 30% of respondents in this region
experienced these as reasons for payment delays, compared to
an average of around 20% of respondents in North America and
Europe.

In particular, China had the highest percentage of respondents
(over 40%) who cited disputes over the quality of goods and no
correspondence of the goods delivered with the agreed contract
as the most frequent reasons for overall payment delays. Incor-
rect information on the invoice was flagged up most frequently by
respondents in Singapore as a reason for domestic and foreign
payment delays (36% and 34% respectively).
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4 CUSTOMERS” PAYMENT BEHAVIOUR

What are the main reasons for payment delays by domestic B2B customers?

percentage

Insufficient availability of funds

Complexity of the payment procedure

Inefficiencies of banking system
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Insufficient avallabl!lty of f.unds main reason Customers of large enterprises delay payment i
for payment delays in the financial services and mainly due to the complexity of the payment <
wholesale/retail trade/distribution sectors procedure and inefficiencies of the banking system
European respondents in the financial services sector and whole-  Across the three regions surveyed, respondents from businesses g
sale/retail trade/distribution sector reported insufficient availa-  of 4l sizes reported insufficient availability of funds as the main ul
bility of funds as the main reason for payment delays, particularly  peason for payment delays. This was particularly the case when &
from domestic customers (71% of respondents). Complexity of it came to domestic customers of European respondents (65% >
the payment procedure and inefficiencies of the banking system  ,f respondents). Complexity of the payment procedure and inef-
were reported as the main reasons for payment delays from for-  gejencies of the banking system were reported as the main reason
eign customers by 40% of respondents in the financial services  for foreign payment delays mainly by respondents in large enter-
sector. The same pattern was observed in North America and  prises (35% of respondents). ...
Asia-Pacific.
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4 CUSTOMERS” PAYMENT BEHAVIOUR

What are the main reasons for payment delays by foreign B2B customers?

Insufficient availability of funds

Complexity of the payment procedure

Inefficiencies of banking system

Dispute over quality of goods delivered

or service provided

Incorrect information on invoice

Goods delivered or services provided do
not correspond to what was agreed in the

percentage

EE—— s
I, 42
S

contract
I >
[ | Europe M North America [ | Asia/Pacific M overal survey
Sample: all interviewed companies that sell products or services abroad Source: Atradius Payment Practices Barometer — Fall 2011
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4 CUSTOMERS” PAYMENT BEHAVIOUR

4.4 Uncollectable receivables (domestic/foreign)

Over the last six months, what percentage of the total value
of your B2B receivables (domestic/foreign) were uncollectable?

percentage

Europe

North America

Asia/Pacific

Overall survey

. Domestic uncollectable B2B receivables

Sample: all interviewed companies (active on domestic and foreign markets)

Highest percentage of uncollectable receivables
in Greece

Overall, an average of 3% of the total value of domestic and for-
eign B2B receivables was reported as uncollectable. The percent-
age rose to 4% for respondents in North America and the Asia-
Pacific region.

In Europe, countries with an average percentage of domestic un-
collectable receivables noticeably above the average for the re-
gion include Greece (6%) and Italy (5%). In North America, this
was also the case for Mexico (5%) and, in Asia-Pacific, for Hong
Kong and Indonesia (both 5%).

European countries with the highest percentage of foreign uncol-
lectable receivables were Great Britain (4.5%), Italy and France
(both 4%). Outside Europe, the highest volumes of foreign uncol-
lectable receivables were experienced by respondents in the US
and in Hong Kong (both 5%).

Uncollectable receivables (domestic/foreign)
by business sector

Financial services sector had the highest
percentage of uncollectable receivables

The four surveyed sectors produced remarkably consistent fig-
ures. The percentage of uncollectable invoices in three of the sec-
tors was 3% (both domestic and foreign). In financial services, the
proportion rose to 5% (domestic and foreign) with respondents
from France (7% domestic and foreign) and the USA (7% domes-
tic, 6% foreign) having the highest percentage of uncollectable

ATRADIUS PAYMENT PRACTICES BAROMETER - RESULTS FALL 2011
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[ | Foreign uncollectable B2B receivables

Source: Atradius Payment Practices Barometer — Fall 2011

receivables. Spanish respondents (2% domestic and 1% foreign)
had the lowest overall percentage of uncollectable receivables
with respondents from the services sector reporting that they
had collected every foreign invoice. Hungarian businesses held
the lowest volume of uncollectable invoices (maximum 1%) in
the wholesale/retail trade/distribution and manufacturing in-
dustries.

Uncollectable receivables (domestic/foreign)
by business size

Micro-enterprises reported the lowest level (3%)
of uncollectable receivables

Respondents from micro-enterprises reported the lowest level
(3%) of uncollectable invoices. This ranged from a high of 7% in
Greece to a low of 1% in Australia, Denmark and Hungary. 4%
of invoices issued by large enterprises were uncollectable, but
Spanish respondents in this segment collected all of their foreign
invoices. The worst performances for this size business were in
Italy and the USA (both 6%) and the Czech Republic (5% domes-
tic and 10% foreign).
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5 CASH INFLOW MONITORING

5 Cash inflow monitoring

B DSO was highest in Southern Europe: Italy 63 days, Greece 70 days and Spain 88 days

B Manufacturing industry reported highest DSO
B Shortest DSO was among micro-enterprises

B An increase in DSO was recorded by 23% of respondents

5.1 Average Days Sales Outstanding (DSO*): first half 2011

What is your company’s average DSO (Days Sales Outstanding) for the first half of 2011?

Europe
North America
Asia/Pacific

Overall survey
Sample: all interviewed companies

DSO highest in Southern Europe

During the first half of 2011, the European countries where busi-
nesses recorded DSO significantly above the regional average of
49 days were Italy (63 days), Greece (70 days) and Spain, (86
days). In North America, Mexico’s average DSO of 60 days stood
well above the regional average of 49 days. In Asia-Pacific, a 59
day DSO for Taiwan was the region’s highest, 7 days more than
the 52 day average for the region.

Splitting DSO into reference ranges further highlights different
payment cultures. The 1-30 day range encompassed 69% of the
DSO volume in Germany, 72% in France and 73% in Austria, in-
dicating the generally faster payment culture in these countries.
The 90 days and over range encompassed 21% of the DSO vol-
ume in Greece, 25% in Italy and 40% in Spain, emphasizing the
frequently longer payment terms and payment periods in South-
ern Europe.

DSO by business sector

Highest DSO in manufacturing industry

Manufacturing respondents reported the highest DSO by indus-
try (54 days), reflecting the sector’s longer payment terms and
more active use of trade credit. Swedish manufacturers reported
the longest DSO figure in Europe (88 days). In the services sec-
tor, Singaporean companies recorded a 76 day DSO, while Danish
service companies contained their DSO at just 22 days, the lowest

Days Sales Outstanding (DSO) is a calculation used by a company to estimate
their average collection period, using the average number of days taken to collect
revenue after a credit sale has been made against the level of cash tied up in
receivables.

vl
N

average days

49

49

Source: Atradius Payment Practices Barometer — Fall 2011

in the survey. Taiwanese financial services companies had an 87
day DSO, whereas Austrian companies in this sector reported an
encouraging 23 day DSO. Spanish companies in the manufactur-
ing sector reported 93 days DSO.

DSO by business size

Shortest DSO reported by micro-enterprises

Micro-enterprises across the survey distinguished themselves by
recording the shortest DSO by business size (43 days) during the
first six months of 2011. This aligns with their generally tighter
approach to payment terms and credit sales. Micro-enterprises in
Germany (24 days) and the USA (28 days) reported the shortest
DSOs. A 94 day average DSO was reported by medium-large enter-
prises in Spain. In Europe, Poland (15 days) and the Czech Republic
(82 days) stood at either end of the DSO range for large enter-
prises. In North America, the average DSO by business size of re-
spondents was in general longer in Mexico (60 days) than in the US
(41 days) and Canada (47 days).
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5.2 DSO trend over the past year

5 CASH INFLOW MONITORING

Has your company’s average DSO changed compared to the same period a year ago?

percentage
Europe 20 71 9
North America 23 69 8
Asia/Pacific 27 63 10
Overall survey 23 68 9
[ | Increase [ | No change | Decrease

Sample: all interviewed companies

Increases in DSO most frequently experienced in
Southern Europe

DSO levels have increased slightly over the past year, although
just over two thirds of the respondents in the countries surveyed
reported no change. Where a change was experienced it was
most frequently an increase in DSO (23% of respondents).

Increases were most frequently experienced in Southern Europe,
where Greece (46%), Spain (31%) and Italy (24%) recorded the
highest percentage of respondents whose DSO increased. Re-
spondents in Spain reported a 24 day increase in average DSO
in the first half of 2011. Greek respondents reported a 32 day
increase. In Eastern Europe only Poland (32%) recorded a nota-
ble rise (average of 11 days). Western European respondents in
this bracket recorded DSO increases ranging from 8 days in Great
Britain to 14 days in Ireland.

In North America, 31% of Mexican respondents reported an in-
crease in DSO (regional average 23%). The increase in DSO in
Mexico averaged 16 days, and in the US 11 days.

In the Asia-Pacific region, an average of 27% of respondents ex-
perienced an increase in DSO compared to 2010. Although Ja-
pan (2% of respondents) stood out as an exception to this pat-
tern, testifying to the low reliance on credit sales by Japanese
companies, DSO increases in Asia-Pacific were led by Indonesia
(13 days), followed by Singapore and Taiwan (10 days each) and
China (9 days).
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DSO trend over the past year by business sector

DSO relatively more stable in the services sector
than in the other industries surveyed

In Europe, all industries surveyed, except the services sector, re-
ported an increase in DSO (around 20% of respondents). 70%
reported no change in this indicator over the past year. In North
America, the same pattern was observed, but the percentage of
respondents reporting an increase in DSO (25%) was higher than
that for Europe. In Asia-Pacific, the manufacturing and the finan-
cial services sectors registered higher percentages of respondents
(an average of 30%) whose DSO increased over the past year.

DSO trend over the past year by business size

DSO relatively more likely to increase in SMEs
than in businesses of other sizes

The DSO of European respondents from SMEs (25%) was more
likely to increase than that of respondents from businesses of
other sizes (15%). The average increase for SMEs was 15 days.
The same pattern was observed in North America and in Asia-
Pacific, where a relatively higher percentage of respondents from
SMEs experienced an increase in DSO over the past year (30%).
In these regions the average increase (10 days) was lower than
that observed in Europe.
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6 SURVEY DESIGN

6.1 Survey background

Atradius conducts regular surveys of corporate payment be-
haviour across a range of countries; its findings published in the
Atradius Payment Practices Barometer. From its inception in
2006, when 1,200 companies from six European countries were
interviewed for their views of their business partners” payment
behaviour, the twice yearly Atradius Payment Practices Barom-
eter has grown in scope each year.

In the second survey of 2011 (the tenth in the series) approxi-
mately 5,400 companies from 27 countries worldwide (Austral-
ia, Austria, Belgium, Canada, China, Czech Republic, Denmark,
France, Germany, Great Britain, Greece, Hong Kong, Hungary, In-
donesia, Ireland, Italy, Japan, Mexico, the Netherlands, Poland,
Singapore, Slovakia, Spain, Sweden, Switzerland, Taiwan and
USA) have been surveyed.

6.2 Survey objectives

The 10th edition of the Atradius Payment
Practices Barometer addresses the following
research questions:

Use of trade credit

B Annual B2B sales (domestic/foreign): % split sales made on a
cash basis / credit terms

B B2B credit sales: % split domestic / foreign customers

B Trade credit supply determinants

Credit management practices

B Average payment terms (domestic/foreign) granted to
customers

B Payment terms determinants

® Discounts for early payment of invoices (acceptance rate
from customers)

B Current use of credit management tools

B Trend in the use of credit management tools (overtime
comparison)

Customers” payment behaviour
B Average payment durations and payment delays (domestic/
foreign) at country level

B % of overdue B2B invoices and payment timing from
customers

B Main reasons for payment delays from customers
B Uncollectable receivables (domestic/foreign)

Cash inflow monitoring

B Average DSO at country level
® DSO trend over the past year

6.3 Structure of the survey

B Determining the appropriate company contact for accounts
receivable management

B Ascertaining the interviewed company’s industry and size

B Ascertaining the industries and countries the company does
business with

B Assessing the extent to which survey respondents use trade
credit in their B2B transactions

B Focusing on the main credit management practices in each
country surveyed

B Focusing on the following topics:
- customers” payment behaviour
- cash inflow monitoring (current DSO and its trend)

6.4 Survey scope

Basic population

B Companies from 27 countries were monitored: Australia,
Austria, Belgium, Canada, China, Czech Republic, Denmark,
France, Germany, Great Britain, Greece, Hong Kong, Hungary,
Indonesia, Ireland, Italy, Japan, Mexico, the Netherlands,
Poland, Singapore, Slovakia, Spain, Sweden, Switzerland,
Taiwan and USA

®m The appropriate contacts for accounts receivable
management were interviewed

B Selection process Sample - Internet survey: companies were
selected and contacted by use of an international internet
panel. At the beginning of the interview, a screening for the

appropriate contact and for quota control was conducted
n=>5,399 persons were interviewed in total (approx. n=145-
215 persons per country)

B In each country, a quota was maintained according to three
rough industry categories and two classes of company size.

B As to Spain, the sample has been extended with the inclusion
of the businesses with turnover under 1 million euro

B Interview: Web-assisted personal interviews (WAPI) of
approx. 12 minutes duration
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6 SURVEY DESIGN

6.5 Sample overview

Country (n=5,399) n %
Belgium 168 3.1%
Germany 210 39%
Italy 208 3.9% %
The Netherlands 212 3.9% §
France 205 3.8% g
Spain 201 3.7% g
Sweden 202 3.7%
Denmark 201 3.7% R
Great Britain 210 3.9% g
Ireland 145 2.7% g
Austria 205 3.8% E
Greece 203 3.8% &
Switzerland 192 3.6%
Poland 203 3.8% o
Czech Republic 200 3.7% % E
Hungary 209 3.9% é §
Slovakia 201 3.7% ;
Australia 194 3.6% g
China 215 4.0%
Hong Kong 202 3.7% Em """
Taiwan 197 3.6% s S
£z
Singapore 207 3.8% p
Indonesia 201 3.7% g
Japan 207 3.8% §
USA 210 3.9%
Canada 190 35% o
Mexico 201 3.7% E
Turnover (n=5,399) n % g
Micro enterprise 1,869 34.6% g
Small enterprise 1,692 31.3% é
Medium/Large enterprise 1,111 20.6% -
Large enterprise 727 13.5% §
|
Economic sector (n=5,399) n % g
Manufacturing 1,250 23.2% 5
Wholesale/Retail /Distribution 1,335 24.7%
Services 2,319 43.0%
Financial services 495 9.2%

Where a single answer is possible, it may occur that the results are a percent more or less then a 100% when adding the results up. This is the consequence of rounding
off the results. We have chosen not to adjust the results so the outcome would fit to a 100%, with the purpose of representing the individual results as exact as possible.
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Legal disclaimer

Survey results and content were based on data collected and tab-
ulated by Heliview Research. This report is provided for informa-
tion purposes only and is not intended as a recommendation as
to particular transactions, investments or strategies in any way to
any reader. Readers must make their own independent decisions,
commercial or otherwise, regarding the information provided.

While we have made every attempt to ensure that the informa-
tion contained in this report has been obtained from reliable
sources, Atradius is not responsible for any errors or omissions,
or for the results obtained from the use of this information. All
information in this report is provided “as is’, with no guarantee
of completeness, accuracy, timeliness or of the results obtained
from its use, and without warranty of any kind, express or im-
plied.

In no event will Atradius, its related partnerships or corporations,
or the partners, agents or employees thereof, be liable to you or
anyone else for any decision made or action taken in reliance on
the information in this report or for any consequential, special or
similar damages, even if advised of the possibility of such dam-
ages.
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Your contacts at Atradius

The Netherlands (Head office)

David Ricardostraat 1
1066 JS Amsterdam
corporate.communications@atradius.com

Australia

Level 5, Export House
22 Pitt Street
Sydney NSW 2000

Belgium

Avenue Prince de Liége 74-78
5100 Namur

Denmark

Sluseholmen 8-A
2450 Copenhagen

France

44, Avenue George Pompidou
92300 Levallois Perret Cedex, Paris

Germany

Opladener Strasse 14
50679 Cologne

Italy

Via Crescenzio 12
00193 Rome

Spain
Paseo de la Castellanan” 4
28046 Madrid

United Kingdom

3 Harbour Drive
Capital Waterside
Cardiff CF10 4WZ

USA

230 Schilling Circle
Suite 240
Hunt Valley, MD 21031
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Christine Gerryn — Director

Corporate Communications and Marketing
Phone: +31 20 553 2947

Email: christine.gerryn@atradius.com

John Blackwell — Head Office
Phone: +31 20 553 2003
Email: john.blackwell@atradius.com

Mariélla Dalstra — The Netherlands
Phone: +31 20 553 2394
Email: mariella.dalstra@atradius.com

Denise Hung — Oceania
Phone: +61 2 9201 2389
Email: denise.hung@atradius.com

Patrick van der Avert — Belgium, Luxembourg
Phone: +32 81 324 649
Email: patrick.van.der.avert@atradius.com

Thomas Irving Pedersen — Nordics
Phone: +45 33 26 5243
Email: thomasirving.pedersen@atradius.com

Fabienne Allainguillaume - France
Phone: +33 1 41 05 8329
Email: fabienne.allainguillaume@atradius.com

Andrea Neumann - Germany, Central and Eastern Europe
Phone: +49 221 2044 1145
Email: andrea.neumann@atradius.com

Silvia Ungaro - Italy
Phone: +39 06 688 12 533
Email: silvia.ungaro@atradius.com

Pavel Gomez del Castillo Recio - Spain, Portugal, Brazil
Phone: +34 914 326 313
Email: pgomezre@creditoycaucion.es

Joanne Aaron - UK and Ireland
Phone: +44 2920 824 873
Email: joanne.aaron@atradius.com

Kathy Farley - USA, Canada, Mexico
Phone: +1 410 568 3817
Email: kathy.farley@atradius.com
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Atradius N.V.

David Ricardostraat 1 - 1066 JS Amsterdam
P.O. Box 8982 - 1006 JD Amsterdam

The Netherlands

Phone: +31 20553 9111

Fax: +31 20 553 2811

www.atradius.com






