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The withdrawal of support measures for companies sets the stage for a
gradual normalization of business insolvencies. Our Global Insolvency Indext!
is likely to post a +15% y/y rebound in 2022, after two consecutive years of
decline (-6% forecast in 2021 and -12% in 2020). Massive state intervention
helped prevent one out of two insolvencies in Western Europe and one out of
three in the US, resulting in a -12% drop overall in 2020. Looking ahead, we
expect a fine-tuned and step-by-step withdrawal of support to manage the
pressure on companies’ liquidity and solvability amid the generally accommo-
dative policy stance of monetary authorities. As a result, global business insol-
vencies are likely to remain at a low level in most countries by the end of 2021,
with the delayed normalization only gaining traction in 2022. However, even
in 2022, they would remain below pre-Covid-19 levels in most countries (by -
4% on average).

Several European countries and Emerging Markets could see a resurgence
much sooner than the US and parts of Asia. Faced with a succession of lock-
downs and less generous policy support, Africa should see business insolvenci-
es exceed pre-Covid-19 levels by 2021 itself, while Central and Eastern Europe
and Latin America will follow suit in 2022. Western Europe will post mixed
trends: Spain and ltaly are likely to see a large recovery of insolvencies by
2022 (5,110 and 10,500 insolvencies, respectively) due to their higher shares of
sectors sensitive to Covid-19 restrictions. In contrast, France (37,000), Germany
(16,300), Belgium (8,150) and the Netherlands (2,400) will take longer to re-
turn to pre-crisis levels because of large support packages and/or the extensi-
on of support measures. The US is the main outlier, with a low number of insol-
vencies likely both in 2021 and 2022 due mainly to the combination of massi-
ve support (notably the Paycheck Protection Program in 2020 and the
recovery plan in 2021-22) and the fastest economic rebound in over three de-
cades. Asia will also record less insolvencies in 2022, compared to 2019,
thanks to its faster exit from the pandemic and its economic recovery.

Five factors will set the tone for the path ahead. 1) The global momentum of
the economic rebound, which will be decisive for the pace of removal of state
support measures, and in turn impact the pace of business insolvency normali-
zation: most advanced economies should see GDP growth above the +1.7%
required to stabilize insolvencies in 2021-20222. 2) The pace of withdrawal of
state support, since it will also influence the cash-burning dynamic of compa-
nies as 3) many fragile companies will still be at high risk of default, notably
the pre-Covid-19 ‘zombies’ kept afloat by emergency measures and the com-
panies weakened by extra indebtedness from the crisis. 4) The deterioration of
companies’ financials, which is adding to debt sustainability issues. And 5) the
quick recovery of business creation, since the increase in the number of busi-
nesses will mechanically increase the base for potential insolvencies, particu-
larly in sectors where creation is highly related to meeting new needs arising
from the pandemic (i.e. home delivery, transportation and storage) but with
uncertain viability.

! Covering 44 countries that account for 86% of global GDP, see statistical appendix

2 See our report Global economy: A cautious back to school.
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Figure 1: Euler Hermes Global Insolvency Index and regional
indices, yearly level, base 100 in 2019
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Figure 2: Euler Hermes insolvency indices by region -

contribution to the yearly change in Global Insolvency Index
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Forecast for Euler Hermes Insolvency Index rebound in 2022

after two consecutive years of decline.
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STRONG ECONOMIC CATCH-UP HELPED
SUPPRESS INSOLVENCIES SINCE 2020

Despite sparking a slump in global
GDP and trade in 2020, the Covid-19
shock did not translate into a wave of
insolvencies. In fact, our Global Insol-
vency Index not only ended 2020 with a
-12% y/y drop, but the decline re-
mained steady and broad-based all
along the year. Thirty-five out of the 44
countries of our sample (80%) recorded
a decline for the full year - the latter
reaching double-digit figures in three
out of four cases (see statistical appen-
dix). The exceptions were mainly the
emerging economies of Central and
Eastern Europe (+4% in Bulgaria, +13%
in Turkey and +32% in Poland), Latin
America (+2% in Colombia and +11% in
Chile) and China (+1% to 11,826 cases),
where insolvencies quickly returned to
pre-Covid-19 levels in H2 2020 after a

noticeable but temporary surge in Q2
(+21% y/y). The largest declines were
seen in India (-62% to 735 cases only,
notably due to the specific duration of
the suspension of courts) and in West-
ern Europe overall (-18% for the region-
al index to the lowest level since 2007,
with an above -30% drop seen in Aus-
tria, France, Italy and Belgium, see Fig-
ure 4).

What explains the prolonged low level
of insolvencies? First, the rapid
implementation of multiple support
measures for companies (see box).
Emergency packages helped compa-
nies cope with the unprecedented im-
pact of lockdowns by preventing a li-
quidity crisis, notably among the sec-
tors most severely aoffected by re-

Figure 3: Global (left) and regional (right) insolvency index - quarterly changes, y/y in %
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strictions. De facto, the IMF estimates?
that the first packages of public sup-
port provided for 60% of firms in-
creased liquidity needs and mitigated
the increase in illiquid firms — with bet-
ter results for advanced economies
compared to Emerging Europe. Sec-
ondly, their renewal towards the end of
2020 and then the first half of 2021,
albeit to a lesser extent, has also been
crucial to avoid the cliff-edge effect
and keep insolvencies under control.
Third, the strong catch-up of the global
economy mechanically gave substan-
tial support to firms, especially in a con-
text of generally accommodative mon-
etary policy, which helped mitigate the
risk of insolvencies induced by a too
fast bouncing-back of activity*.
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* A short-term (re-)acceleration of activity can translate into a concomitant increase in insolvencies when companies are facing a bounce-back of their activity that is too rapid for the
4 financing of their working capital requirements (WCR). In France, past evidence points to 19 specific episodes of sectors posting a six-month phase of rapid recovery translating into an

increase in insolvencies of +7% on average.


https://www.imf.org/en/Publications/WP/Issues/2021/03/02/Corporate-Liquidity-and-Solvency-in-Europe-during-COVID-19-The-Role-of-Policies-50133

Looking at the historical sensitivity of
insolvencies to macroeconomic trends®,
we estimate ceteris paribus that the
global economic shock could have re-
sulted in a +40% surge in worldwide
insolvencies in 2020. But since 2020
ended with a -12% decrease in insol-
vencies, it means that the massive state
interventions and further extensions of

Figure 4: 2020 GDP growth and insolvencies in Western Europe

‘wWhatever it takes’ policies prevented
more than 35% of insolvencies globally,
at least temporarily. This number of
‘spared’ insolvencies is slightly lower in
the US (32% i.e. 10,400 cases) and Ger-
many (33% i.e. 7,800 cases), two coun-
tries that both started 2020 with a low
number of cases and ended the year
with a ‘limited’ decrease in insolvencies.
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On average, we estimate that ‘spared’
insolvencies represent one out of two
cases in Western Europe, but a (much)
higher proportion in countries that im-
plemented large state interventions,
notably France (56% i.e. 41,000 cases)
and the UK (55% i.e.18,900 cases, see
Figure 5).

Figure 5: 2020 changes in insolvencies, ex post simulation vs observed

figures, and ‘spared’ insolvencies, selected countries
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Box: State interventions have helped hold off an insolvency wave
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There have been two kinds of state interventions at play over 2020-2021: 1) temporary changes to insolvency regimes and 2) a
broad range of temporary fiscal instruments.

The emergency adjustments of bankruptcy rules implemented in the initial phase of the crisis were essential for providing extra
time and flexibility to companies before they resorted to filing for bankruptcy. Countries activated various levers, including:

(i) the suspension of the debtor’s obligation to file for bankruptcy (under certain conditions);

(ii) the extension of deadlines for filing for bankruptcy;

(iii) a moratorium to prevent creditor actions against a company;
(iv) the relaxation of certain criteria to initiate a bankruptcy and winding-up applications (such as the threshold limit of unpaid

debt).

Countries that made larger changes to insolvency frameworks most often posted sharp decreases in insolvencies in 2020, includ-
ing France, Italy, Belgium, Australia and, since the end of 2020, the Netherlands. Conversely, countries with fewer or no changes to
their insolvency regimes often recorded a more limited decrease in insolvencies (i.e. the US, Japan, Ireland and the Nordics).

Yet, the extension of temporary amendments did not always prevent a rebound in insolvencies (eg. in Spain) and their ending did
not always kick start a pick-up in insolvencies (France, Switzerland). The uneven range, duration and effectiveness of fiscal inter-
ventions in place at the same time explain the diversity. Six key types of measures for companies were key to supporting liquidity

and/or profitability:

(i) tax deferrals, and direct/indirect tax cuts;

(ii) state loans and guarantees;
(iii) debt moratoriums;

(iv) short-term work schemes (in particular in Western Europe);

(v) cash transfers;

(vi) equity-like injections, with some specific cases of large-scale recapitalization (i.e. in the air transport sector).

These discretionary fiscal instruments were massive and diverse® but unevenly available across countries and often with uneven
modalities across sectors and/or types of companies.

5 Qur forecasting models are based on changes in macroeconomic indicators such as real GDP, nominal GDP, unemployment or unemployment rate depending on countries.

¢ See the monitoring of policy measures in response to the Covid-19 pandemic done by the European Systemic Risk Board for the European countries (ESRB monitoring) and by the IMF

for all countries (IMF policy tracker) -

the latter estimates the global fiscal support since 2020 at USD16.5bn or 15.9% of global GDP when including above-the-line measures of addi-

tional spending and foregone revenue, as well as below the line measures and contingent liabilities from guarantees and quasi-fiscal operations.


https://www.esrb.europa.eu/home/search/coronavirus/html/index.en.html
https://www.imf.org/en/Topics/imf-and-covid19/Fiscal-Policies-Database-in-Response-to-COVID-19
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So far in 2021, there is still no sign of a
trend reversal (see Figures 3 and 6).
Our global index reached a new low in
the first half of 2021 after two addition-
al quarters on the downside (-19% y/y
in QL and -3% y/y in Q2, respectively, i.e.
-12% y/y for the first half of the year).
Yet this outcome results from two op-
posing regional trends: on the one
hand, North America and Asia both
registering lower insolvencies and on
the other, regions showing a pick-up in
Q2 in annual comparison that is partly
the materialization of the basis effect
created by the impact of lockdown
measures on business courts in the
same period of 2020.

The first figures available for July and
August indicate that the trend of low
levels of insolvencies persists. This has
kept the year-to-date number of insol-
vencies below 2020 figures in most
countries in all regions, with the excep-
tion of Africa, where both Morocco and
South Africa are already facing a sig-
nificant rebound in insolvencies, as well
as Hong Kong and India in Asig,
Poland 7 and Romania in Eastern Eu-
rope and Colombia in Latin America.
The Western Europe picture is also
mixed, with three clusters as of Septem-
ber 2021:

(i) A majority of countries with still lower
insolvencies than in 2020 and in 2019,
including the UK, despite the start of a
noticeable trend reversal.

(i) Two countries already facing more
insolvencies than in 2020, namely Italy
(+50% y/y as of end August) and to a
lesser extent Switzerland (+1%).

(iii) The remaining two other countries
already back above the 2019 level of
insolvencies: Luxembourg (by +5% as of
August) and more significantly Spain
(by +34%). Note that the latter is one of
the three European countries that rec-
orded the largest declines in insolven-
cies prior to the pandemicé.

Figure 6: Business insolvencies - figures available for 2021 (selected countries)

Sharein the Last point (y/y change in %)
Country | Global | ot Lagtm |Last3m Lastom - |Ved vs 2020 Yed vs 2019
Insolvency 12m

us. 286% |2021Q2 2% 8% -18% | -28%  -30%
Canada 23%  |o72021 30% | -13% 9% -l6% | -15%  -38%
Brazil 25% |os2021 -17% | 0% 3% -18% | 5% -28%
Colombia 04% |2021@2 2% 6% 2% | 36% 36%
Chile 04% |orom1 8% | 1% 8% 7% | 6% -6%
Germany 51% |06:2021 -12% | -16% -18% -22% | -18%  -23%
France 36%  |082021 -12% | 20% 1% -26% | 7% -49%
United Kingdor] ~ 3.8%  [os-2021 [l 27% 13%  -18% | 8% 3%
Italy 7% |os2021 3% | 8% o 2% | 50% -16%
Spain 19% |os2021] 8% | 6% 7% 3% | 53% 3%
TheNetherland{ ~ 12% 082021 -36% | -43% -48% -44% | -A9%  -53%
Switzerland 10% [os2021 6% | 1% 13% 5% [ 1% -19%
Sweden 07% [os2021 4% | 3% -18% 1% | 7% -12%
Norway 05% 082021 -18% | -16% 9%  -18% | -20%  -36%
Belgium 07% |o82021 31% | -15% 4% 2% | -20%  -a4%
Austria 06% |2021Q2 25%  -45%  -51% | 45% 5%
Denmark 05% [o8-2021 2% | 3% -16% -14% | -10%  -20%
Finland 04% |2021@2 % 4% 0% | 4% 4%
Portugal 03% |o82021 -16% | 3% 9% -10% | -4% 7%
Ireland 05% |oe-2021 A9% 3% -11% | 8% -45%
Luxembourg 01% [os201 26% | 2% 28% 1% | 2% 5%
Russia 23% |082021 -27% | A% -13% 2% | -19%  -20%
Turkey 10% |or2021 5% | 6% 1% 4% | -11% -6%
Poland 08% |os2021 19% | 7% 15w 97w (RSN
Romania 03% |o7-2021 4% | 4% 19% 1% | 11% 5%
Lithuania 01% |2021@2 4% 0% -49% | 43%  -60%
Latvia 00% |os201 -15% | 143 31% 1% | 4% -6a%
South Africa 05% |07-2021 -15% | 7% 25%  25% | 2% 3%
Morocco 02% | 062021 | BN D
China 191% 082021 2% | -21% 2% -l6% | -20% 12%
Japan 69% |08201 -30% | 34% 1% -25% | 7% 7%
India 38%  |2021Q2 3% -or% [ 7%
Australia 19%  [o07-2021 8% 39% | -19%  -46%
South Korea 2% |072001 -62% | 3% 3% 7% | -29%  -59%
Taiwan 08% |o7-201 -50% | -20% -14% 8% | 3% 5%
Singapore 05% [o7201 0% | 31% -20% -51% | 3% -32%
Hong Kong 05% |or201 - 118%  71%

NewZealond | 03% |o7-2021 5% 0% 1% | -5% -18%

Sources: National sources, Fuler Hermes, Allianz Research

7 In Poland, the rebound is partly explained by a change in legislation, which introduced a new proceeding (a simplified restructuring procedure) in response to the Covid-19 pandemic.
8 The top three largest declines in insolvencies in Western Europe prior to the Covid-19 crisis were in Spain (-51% over 2013-2019), Portugal (-59% over 2012-2019) and Ireland (-66%

over 2012-2019).



The uneven trend across Europe is also
hiding uneven intra-annual trends by
sectors (see Figure 7) — even if the ser-
vices? sector remains the largest con-
tributor to the number of insolvencies
(73%), ahead of construction (16%), the
manufacturing industry (10%) and agri-
culture (1%). Looking at Q2 2021 fig-
ures, Spain and Italy both quickly recov-
ered their quarterly levels of insolven-
cies in most large sectors due to a
broad-based trend reversal, but the
latter is more homogeneous in Italy
than in Spain. Spain is facing a noticea-
ble pick-up in food and accommoda-

tion, transport and storage and con-
struction. At the same time, insolvencies
remain on the downside in food and
accommodation in Germany, France
and the Netherlands, but not in Bel-
gium, and in trade in the Netherlands,
France and Belgium, though they have
stabilized in Germany. Conversely, in-
solvencies have moderately increased
in construction in Belgium, France and
Germany, and they plateaued at a low
level in the manufacturing industry in
most countries, except in Spain.

Under current circumstances, we expect

06 October 2021

business insolvencies to remain at a low
level in most countries by the end of
2021 and the delayed normalization to
gain traction only in 2022. Our Global
Insolvency Index would post a +15% y/y
rebound in 2022, after two consecutive
years of decline (- 6% in 2021 and -11%
in 2020), but business insolvencies
would still remain below pre-Covid-19
levels in a majority of countries (by -4%
in average).

Figure 7: Insolvencies by sector in Western Europe, by quarter, base 100: Q1 2019, selected countries
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9 Services include notably trade, transport and storage, food and accommodation, information and communication, other business services and other households services.
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THE HOTSPOTS?

Emerging Markets are already seeing a
normalization of business insolvencies
amid renewed restrictions in response
to new waves of infections and less
generous policy support. We expect
those in Africa to largely exceed pre-
Covid-19 levels as soon as 2021, and
those in Central/Eastern Europe and
Latin America to do so in 2022.

After a noticeable decline in 2020-2021
due to the faster exit from the pande-
mic and the corresponding economic
recovery, most Asian countries will post
higher insolvencies in 2022 (+18% y/y
for the region). India in particular will
see a strong surge (+69% y/y) due to
the specific duration of the suspension
of courts over 2020-2021. However,
while most countries will return to the
‘natural’ number and trend in insolven-

cies related to their business demogra-
phic and economic outlook, the region
overall will still record less insolvencies
in 2021 than in 2019, unless a pro-
longed resurgence of the virus conti-
nues to disrupt ports, plants and supply
chains.

Europe, excluding notably Germany
and France, will see the bulk of insol-
vencies materializing in 2022. The re-
gion is set to post mixed trends, with
three main clusters of countries:

(i) Those that will see a large recovery
of insolvencies by 2022, notably in the
south due to a higher share of sectors
sensitive to Covid-19 restrictions: Spain
would register 5,110 and 5,740 insol-
vencies in 2021 and 2022, respectively,
compared to 4,162 in 2019. In ltaly,
insolvencies would reach 10,500 cases

in 2021 and 12,000 cases in 2022, com-
pared to 10,542 in 2019.

(i) Those that will see a noticeable re-
bound in insolvencies in 2022, but not
yet return to pre-Covid-19 levels: Swit-
zerland (5,600 cases in 2022), Sweden
(7,200), Portugal (2,510), Luxembourg
(1,450) and to a lesser extent Denmark
(2,400) and the UK (20,540).

(iii) Those with a delayed return to pre-
crisis levels, due most often to large
packages of support and/or the exten-
sion of their support measures: France
(37,000 cases in 2022), Germany
(16,300 ), Belgium (8,150) and the
Netherlands (2,400).

Figure 8: Business insolvencies in the US, by types of proceeding, number of cases
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In this context, the key exception would
be the US, with a prolonged low num-
ber of insolvencies likely both in 2021
(16,800 cases) and 2022 (17,600). This
is the result of the massive support and
the strong economic rebound. Indeed,
the three rounds of the Paycheck Pro-
tection Program?!® (PPP) may still be
having a lingering effect. They provided
~35% of annual payroll for all small
businesses in 2020, keeping untold

numbers out of insolvency all the way
into this year, as seen by the number of
Chapter 7 filings, the liquidation pro-
ceeding most often used by SMEs (see
Figure 8). US companies should still
benefit from a strong economy via the
support from consumer spending (and
the USD2.4trn in excess savings left
over) after the strongest recovery over
three decades likely in 2021. Yet, sever-
al factors could put an end to the

06 October 2021
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downside trend in insolvencies, notably
(i) the expected tightening of monetary
policy, with the reduction of purchases
of Treasury and mortgage-backed se-
curities by the Federal Reserve that will
slow the flow of credit available in the
financial system and (ii) the highly ele-
vated amount of debt in all sectors.

0Coronavirus Aid, Relief and Economic Security Act aka CARES act (from 4 March to 16 March 2020), Health Care Enhancement Act (from 24 March to 08 August 2020) and Consoli-

dated Appropriations Act (from 12 December 2020 to 31 May 2021 after a two-month extension signed by US President Biden)
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AHEAD?

We expect the withdrawal of pandemic
-related support measures to kick start

a return to the normal level of insolv

en-

cies, but the trajectory will be both
asymmetric — due to the multi-speed
economic recovery!!

— and gradual

Figure 9: Q3 2021 status of key support measures to companies, by region, in number of countries (*)
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1 See our latest macroeconomic scenario Global economy: A cautious back-to-school
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— due to the delicate but pragmatic
phasing-out process.

EASTERN EUROPE
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https://www.allianz.com/en/economic_research/publications/specials_fmo/2021_09_17_GlobalEconomicOutlook.html

Figure 10: Phasing-out of support measures, timeline of Q3 2021
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In practice, the phasing-out process has
already begun (see Figures 9 and 10),
especially in countries where an impro-
ving sanitary situation has allowed for
a faster recovery (eg. in Asia and North
America). It is also visible in countries
where authorities have decided not to
further extend some measures (i.e. the
insolvency moratorium in France) or to
switch to more targeted measures, for
instance by excluding sectors not sensi-
tive to Covid-19 restrictions?? or specific
companies, the non-viable ones, for
some (or all) of the renewed support
measures.

However, the expiration of support
measures remains uncertain since the
exact modalities of their ending have
not always been defined and since they
sometimes come with new measures to
address specific situations to avoid a
cliff-edge effect. This is notably the case
in countries with more willingness and/
or room for fiscal maneuvering to pur-
sue further specific support measures
or large ‘whatever it takes’ policies,
such as Germany and France. As of Q3
2021, Europe is now the unique region
where the key types of support to com-
panies remain at play in most countries,
notably  furlough  schemes/partial
unemployment, public guarantees, tax
deferrals and cash transfers.

2023/2024
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We expect most governments, in parti-
cular in Europe, to continue fine-tuning
their step-by-step withdrawal of sup-
port in line with improving macroe-
conomic situations and the impact of
future lockdowns and other contain-
ment measures. In other words, having
successfully helped companies to ab-
sorb the Covid-19 shock®3, we expect
most government to now prioritize the
management of cash depletion, es-
pecially for the most fragile companies.
This remains a delicate phase, as evi-
denced by the uneven tempo of cash-
burning among European countries
(see Figure 11), with a significantly
stronger dynamic in Spain and Italy,
two countries where insolvencies are on
the upside.

2The sectors sensitive to Covid-19 restrictions are notably accommodation, food services, transportation and cyclical sectors such as non-essential retail and automotive, which are most

exposed to lockdowns (In Europe, they represent one out of four companies as indicated in our report £urope: One in four corporates will need more policy support in 2021 to avert a

cash-flow crisis

3 See our reports Furopean corporates: (active) cash is king (showing that European NFCs have seized the opportunity of state-guaranteed loans to build up cash reserves) and £urope-
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an corporates: cash rich sectors get richer (showing that NFCs now hold cash reserves equivalent to three months of turnover, more than half a month higher than pre-crisis averages).
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Figure 11: Cash-burning indicator*, selected countries
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Continuing to manage the pressure on
companies’ liquidity and solvability will
be key to avoid a sudden bottleneck of
the insolvency system that could come
from two concerns. First is the high
number of companies still at risk of de-
fault, a combination of pre-crisis
‘zombies’ and the companies made
fragile by the crisis. The former are
companies that were no longer viable
before the crisis but were kept afloat by
emergency measures and remain at
risk of insolvencies in case of too weak
a recovery, notably in the hardest-hit
sectors. The latter are companies fa-
cing major turbulence in their business
models because of Covid-19-induced
changes in supply or demand, and no-
tably those weakened by an extra
amount of indebtedness resulting from
the crisis (see Figure 12). This matters
since the repayment of some state
loans has begun in 2021 and the de-
terioration of companies’ financials is
adding to debt sustainability issues.

This is also evidenced by the overall
situation of SMEs in Europe'*: Our
research shows that 7% of SMEs in Ger-
many, 13% in France and 15% in the UK
are still at risk of insolvency in the next
four years.

The second concern is the risk of insol-
vencies associated with both the pre-
Covid upside trend and the quick reco-
very of business creation (see Figure 13
for Europe). The increasing number of
businesses is mechanically increasing
the base for potential insolvencies, in
particular in sectors where business
creation is highly related to meeting
new needs arising from the pandemic
(i.e. home delivery, transportation and
storage) but with uncertain viability.

At the same time, the global picture will
also be determined by two factors at
play in lowering the number of insol-
vencies: First, the macroeconomic mo-
mentum, since most countries are ex-
pected®® to maintain a strong recovery
pace in 2022. Most countries, notably

1 See our report £uropean SMEs: 7-15% at risk of insolvency in the next four years

15 See our latest macroeconomic scenario Global economy: A cautious back-to-school
1 Differences in elasticity come partly from local specificities in insolvency frameworks in terms of existing types of insolvency and pre-insolvency proceedings, reliability and importance
of official proceedings (notably for cost and duration issues), eligibility conditions and final ‘orientation’ (creditors-friendly vs debtor-friendly).

17 See the EU Directive 2019/2023
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Figure 12: Non-financial corporations (NFC) debt ratio, in % of GDP,
selected countries
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advanced economies, are to record
GDP growth that used to be sufficient
to observe a decline in insolvencies. In
Europe, for instance, GDP is to increase
by more than +5% in 2021 and +4% in
2022, while the long-term average mi-
nimum growth required to stabilize
insolvencies (see Figure 14) was +1.7%
prior to the pandemic, with slightly
different elasticities by country!. Se-
cond is a long-term trend that did not
stop with the crisis: the growing number
and higher usage of (amicable/
preventive) out-of-court procedures
across countries. These are by nature
not taken into account in official insol-
vency statistics, which are massively
based upon court publications. In addi-
tion, the extension of restructuring fra-
meworks, notably within Europe since
the EU Directive 2019/1023Y, is not
always included in the official statistics,
lowering the number of liquidations.


https://www.allianz.com/en/economic_research/publications/specials_fmo/2021_09_01_EuropeanSMEs.html
https://www.allianz.com/en/economic_research/publications/specials_fmo/2021_09_17_GlobalEconomicOutlook.html
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex:32019L1023
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Figure 13: Registrations of businesses, EU, seasonally adjusted Figure 14: Minimum growth required to stabilize insolvencies
figures, quarterly, index 2015=100
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APPENDIX

Table 1: Business insolvencies level

% of % of

World  Global 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022f
GLOBAL INSOLVENCY INDEX * 86.3 100 97 117 142 133 127 125 124 107 100 96 102 113 122 108 102 117
North America Index * 26.7 E 78 116 161 147 124 105 87 72 67 65 62 60 62 58 45 48
us. 247 286 28137 42861 60530 56046 47534 39851 33061 26849 24636 24027 23098 22158 22720 21591 16800 17600
Canada 2.0 23 6293 6164 5420 4072 3643 3236 3187 3116 3089 2884 2700 2677 2746 2108 1900 2200
Latin America Index * 2.9 33 39 32 41 37 35 40 46 54 85 119 139 190 212 215 211 229
Brazil 22 25 1694 1240 1551 1308 1189 1495 1680 1734 2164 2705 2737 2751 2887 2078 2200 2900
Colombia 0.4 0.4 132 133 250 323 318 294 357 576 754 785 814 1243 1272 1292 1450 1500
Chile 03 0.4 143 150 171 131 133 127 141 163 401 757 1050 138 1701 1885 1740 1820
Western Europe Index * 20.6 239 9 130 174 166 173 190 203 169 152 142 135 135 135 110 120 140
Euro zone Index * 152 17.6 102 136 188 184 193 219 239 197 177 159 149 146 147 121 134 156
Germany 44 51 29160 29291 32687 31998 30099 28297 25995 24085 23101 21525 20093 19302 18749 15840 15000 16300
France 31 3.6 49225 54742 62738 60051 59895 61202 63010 62827 63281 58920 55001 54397 51432 31985 26500 37000
United Kingdom 33 38 23728 30398 35133 29607 31228 28984 25201 22792 19980 21636 22015 22585 22082 15559 17100 20540
Italy 23 27 5709 6953 8694 10410 11264 11625 12816 14735 1395 12735 11250 10548 10542 7160 10500 12000
Spain 16 19 952 2634 4567 4388 5166 6911 8417 5804 4729 4091 3933 3915 4162 3945 5110 5740
The Netherlands 10 12 4602 4637 7987 7147 6883 8346 9431 7621 6006 5012 387 3633 3792 3177 1790 2400
Switzerland 08 10 4314 3892 4067 4658 4697 4513 4570 4240 4519 4648 4766 6257 6011 4922 5100 5600
Sweden 0.6 07 5791 6298 7638 7274 6958 7471 7701 7154 6426 6019 6394 7223 7358 729 6750 7200
Norway 05 05 2845 3637 5013 4435 4355 3814 4564 4803 4462 4544 4557 5010 5013 4063 2900 3200
Belgium 0.6 07 7677 8472 9421 9579 10224 10587 11740 10736 9762 9170 9968 9878 10598 7203 7400 8150
Austria 05 06 6295 6315 6902 6376 5869 6041 5459 5423 5150 5226 5079 4980 5018 3034 2800 4500
Denmark 0.4 05 2401 3709 3337 3225 2521 2614 2232 1753 2011 2364 2270 2434 2590 2221 2050 2400
Finland 03 04 2560 2916 3803 3400 3449 3476 3702 3497 3068 2848 2595 2954 2989 2471 2350 2600
Greece 02 03 524 3482 368 380 474 455 437 335 206 111 114 82 63 57 57 67
Portugal 03 03 2001 2907 3815 4091 4523 6275 5659 4553 4714 3616 3099 2694 2560 2468 2221 2510
Ireland 05 05 363 773 1406 1525 1638 1684 1365 1164 1049 1032 874 767 568 575 445 650
Luxembourg 0.1 0.1 623 583 698 918 988 1066 1086 876 902 1021 1020 135 1445 1304 1350 1450
Central & Eastern Europe Index * 4.6 53 244 186 209 239 240 263 281 280 280 269 281 236 244 251 226 255
Russia 19 23 35787 17754 13465 11194 10235 10325 8983 9407 10086 10467 11513 10282 11741 10213 8500 9500
Turkey 0.9 10 9954 9578 10395 13442 14991 16063 17400 1582 13701 12328 14701 13593 14050 15946 13500 15700
Poland 07 0.8 480 420 673 691 730 941 926 822 747 805 900 988 977 1293 2100 2150
Czech Republic 03 03 759 777 1508 1739 2590 3843 6052 9101 9077 8040 7202 6140 8620 7893 6788 7100
Romania 03 03 14104 14483 18421 21692 19651 26807 29587 20696 10269 8371 9103 8304 6524 5694 6150 6900
Hungary 0.2 02 9619 1086 14504 17434 19811 22376 13420 17327 9545 7528 6579 5692 5176 4293 5150 6020
Slovakia 0.1 0.1 598 435 586 782 728 714 798 700 622 495 876 1959 2447 1889 1696 1818
Bulgaria 0.1 0.1 467 545 520 556 641 647 815 631 525 440 435 476 506 524 550 600
Lithuania 0.1 0.1 606 957 1844 1637 1273 1401 1553 1686 1986 2737 2979 2091 1609 789 630 800
Latvia 0.0 00 1010 1620 2578 2535 812 870 806 947 797 726 584 593 557 374 260 330
Estonia 0.0 0.0 202 423 1055 1029 623 495 459 428 376 335 343 273 271 341 308 330
Africa Index * 0.5 0.6 86 9 163 152 138 122 123 121 114 124 131 125 165 137 187 188
South Africa 0.4 05 3151 3300 4133 3992 3559 2716 2374 2064 1962 1934 1868 1845 2042 2035 2200 2100
Morocco 0.1 02 1729 2339 581 5904 5510 5603 5750 5750 5332 5800 6747 6297 8477 6612 9800 10000
Asia-Pacific Index * 310 36.0 89 94 87 80 77 73 68 61 65 64 82 116 139 117 108 128
China 165 191 4358 4555 4448 3715 3037 2650 2555 2613 3237 3602 6257 10600 1186 11999 10800 12000
Japan 5.9 69 14091 15646 15480 13321 12734 12124 10855 9731 8812 8446 8405 8235 8383 7773 6000 6600
India 33 38 - - - - - - - - - - 800 970 1921 735 830 1400
Australia 16 19 4705 6124 6370 6750 759 7859 8124 6625 8079 6559 6120 6317 6405 3582 3600 4800
South Korea 19 22 2294 2735 1998 1570 1359 1228 1001 841 720 555 494 469 414 292 238 250
Taiwan 0.7 08 1044 805 341 268 256 254 209 132 162 203 227 217 205 200 220 230
Singapore 04 0.5 106 132 135 142 113 151 126 161 189 187 168 207 287 200 215 230
Hong Kong 0.4 05 455 468 573 438 333 312 274 271 305 325 296 255 244 234 290 300
New Zealand 02 03 2733 3651 3807 3448 3045 2930 2796 2730 2461 2282 2068 2133 1907 1619 1660 1900

(*) The Euler Hermes Global (or regional) Insolvency Index is the weighted sum of national indices, each country being weighted by the share of its GDP within the
countries used in the sample (44 countries representing 86% of global GDP in 2020). National indices are based upon national sources or Euler Hermes internal
data on insolvencies, using a base of 100 in year 2000. Forecasts are reviewed each quarter, with the agreement of EH business units.

(**) GDP 2020 weighing at current exchange rates

Sources: National sources, Euler Hermes, Allianz Research (e: estimate; - forecast) - Data are available on the webapp MindYourReceivables
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Table 2: Business insolvencies growth
% of % of

World  Global 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020  2021f  2022f
GLOBAL INSOLVENCY INDEX * b 20% -2% 0% -13% -6% 15%
North America Index * X . 48% - -15% -16% -16% -18% - - - - - 5%
us. 247 28.6 42% 52% 41% 7% -15% -16% -17% -19% -8% 2% -4% -4% 3% -5% -22% 5%
Canada 2.0 23 -7% -2% -12% -25% -11% -11% -2% -2% -1% -7% -6% -1% 3% -23% -10% 16%
Brazil 22 25 -21% -27% 25% -16% 9% 26% 12% 3% 25% 25% 1% 1% 5% -28% 6% 32%
Colombia 04 04 -32% 1% 88% 29% 2% -8% 21% 61% 31% 4% 4% 53% 2% 2% 12% 3%
Chile 0.3 0.4 8% 5% 14% -23% 2% -5% 11% 16% 146% 89% 39% 32% 23% 11% -8% 5%
Western Europe Index * X . -10% 32% 33% -4%
Euro zone Index * .. 4 -10% 33% 38% -2%
Germany 44 5.1 -15% 0% 12% 2% -6% -6% -8% 7% -4% 7% 7% -4% -3% -16% -5% 9%
France 31 3.6 6% 11% 15% -4% 0% 2% 3% 0% 1% 7% 7% -1% -5% -38% -17% 40%
United Kingdom 33 38 -20% 28% 16% -16% 5% 7% -13% -10% -12% 8% 2% 3% 2% -30% 10% 20%
Italy 23 27 -41% 22% 25% 20% 8% 3% 10% 15% -5% 9% -12% -6% 0% -32% 47% 14%
Spain 16 19 3% 177% 3% -4% 18% 34% 22% -31% -19% -13% -4% 0% 6% -5% 30% 12%
The Netherlands 1.0 12 -23% 1% 72% -11% -4% 21% 13% -19% -21% -17% -23% -6% 4% -16% -44% 34%
Switzerland 0.8 1.0 5% -10% 4% 15% 1% -4% 1% 7% 7% 3% 3% 31% -4% -18% 4% 10%
Sweden 0.6 07 -6% 9% 21% -5% -4% 7% 3% 7% -10% -6% 6% 13% 2% -1% 7% 7%
Norway 0.5 0.5 -6% 28% 38% -12% 2% -12% 20% 5% 7% 2% 0% 10% 0% -19% -29% 10%
Belgium 0.6 07 1% 10% 11% 2% 7% 4% 11% 9% -9% -6% 9% -1% 7% -32% 3% 10%
Austria 05 0.6 -6% 0% 9% -8% -8% 3% -10% -1% -5% 1% -3% -2% 1% -40% -8% 61%
Denmark 04 05 21% 54% -10% -3% -22% 4% -15% -21% 15% 18% -4% 7% 6% -14% -8% 17%
Finland 03 04 -1% 14% 30% -11% 1% 1% 7% -6% -12% 7% 9% 14% 1% -17% -5% 11%
Greece 0.2 03 2% -35% 8% 3% 25% -4% -4% -23% -39% -46% 3% -28% -23% -10% 0% 18%
Portugal 03 03 18% 45% 31% 7% 11% 39% -10% -20% 4% -23% -14% -13% -5% -4% -10% 13%
Ireland 05 05 3%  113% 82% 8% 7% 3% -19% -15% -10% 2% -15% -12% -26% 1% -23% 46%
Luxembourg 0.1 0.1 0% -6% 20% 32% 8% 8% 2% -19% 3% 13% 0% 33% 7% -10% 4% 7%
Russia 19 23 -9% -50% -24% -17% 9% 1% -13% 5% 7% 4% 10% -11% 14% -13% -17% 12%
Turkey 0.9 10 5% -4% 9% 29% 12% 7% 8% 9% -13% -10% 19% -8% 3% 13% -15% 16%
Poland 0.7 08 -26% -13% 60% 3% 6% 29% 2% -11% -9% 8% 12% 10% -1% 32% 62% 2%
Czech Republic 03 03 -10% 2% 94% 15% 49% 48% 57% 50% 0% -11% -10% -15% 40% -8% -14% 5%
Romania 03 03 0% 3% 27% 18% 9% 36% 10% -30% -50% -18% 9% -9% -21% -13% 8% 12%
Hungary 0.2 0.2 6% 13% 33% 20% 14% 13% -40% 29% -45% -21% -13% -13% 9% -17% 20% 17%
Slovakia 01 01 -54% -27% 35% 33% 7% -2% 12% -12% -11% -20% 7% 124% 25% -23% -10% 7%
Bulgaria 01 01 31% 17% -5% 7% 15% 1% 26% -23% -17% -16% -1% 9% 6% 4% 5% 9%
Lithuania 01 01 -20% 58% 93% -11% -22% 10% 11% 9% 18% 38% 9% -30% -23% -51% -20% 27%
Latvia 0.0 0.0 16% 60% 59% 2% -68% 7% 7% 17% -16% 9% -20% 2% -6% -33% -30% 27%
Estonia 0.0 0.0 -43%  109% 149% -2% -39% -21% -7% 7% -12% -11% 2% -20% -1% 26% -10% 7%

-17%

South Africa 04 05 4% 5% 25% -3% -11% -24% -13% -13% -5% -1% -3% -1% 11% 0% 8% -5%
Morocco 0.1 0.2 0% 35% 150% 1% -7% 2% 3% 0% -7% 9% 16% -7% 35% -22% 48% 2%
Asia-Pacific Index *
China 165 19.1 20% 5% 2% -16% -18% -13% -4% 2% 24% 11% 78% 69% 12% 1% -10% 11%
Japan 59 69 6% 11% -1% -14% -4% -5% -10% -10% -9% -4% 0% -2% 2% 7% -23% 10%
India 33 38 - - - - - - - - - - - - 98% -62% 13% 69%
Australia 16 19 0% 30% 4% 6% 13% 3% 3% -18% 22% -19% 7% 3% 1% -44% 1% 33%
South Korea 19 22 -9% 19% -27% -21% -13% -10% -18% -16% -14% -23% -11% -5% -12% -29% -18% 5%
Taiwan 0.7 08 68% -23% -58% -21% -4% -1% -18% -37% 23% 25% 12% -4% -6% -2% 10% 5%
Singapore 04 05 -18% 25% 2% 5% -20% 34% -17% 28% 17% -1% -10% 23% 39% -30% 8% 7%
Hong Kong 04 0.5 -18% 3% 22% -24% -28% -6% -12% -1% 13% 7% -9% -14% -4% -4% 28% 3%
New Zealand 0.2 03 -6% 34% 4% -9% -12% -4% -5% 2% -10% 7% 9% 3% -11% -15% 3% 14%

(*) The Euler Hermes Global (or regional) Insolvency Index is the weighted sum of national indices, each country being weighted by the share of its GDP within the countries
used in the sample (44 countries representing 86% of global GDP in 2020). National indices are based upon national sources or Euler Hermes internal data on insolvencies,
using a base of 100 in year 2000. Forecasts are reviewed each quarter, with the agreement of EH business units.

(**) GDP 2020 weighing at current exchange rates

Sources: National sources, Fuler Hermes, Allianz Research (e: estimate; f- forecast) - Data are available on the webapp MindYourReceivables
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FORWARD-LOOKING STATEMENTS

The statements contained herein may include prospects, 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. Actual results, performance or events may differ materially from those expressed or implied in such forward -
looking statements.

Such deviations may arise due to, without limitation, (i) changes of the general economic conditions and competitive situa-
tion, particularly in the Allianz Group's core business and core markets, (ii) performance of financial markets (particularly
market volatility, liquidity and credit events), (iii) frequency and severity of insured loss events, including from natural ca-
tastrophes, and the development of loss expenses, (iv) mortality and morbidity levels and trends, (v) persistency levels, (vi)
particularly in the banking business, the extent of credit defaults, (vii) interest rate levels, (viii) currency exchange rates
including the EUR/USD exchange rate, (ix) changes in laws and regulations, including tax regulations, (x) the impact of
acquisitions, including related integration issues, and reorganization measures, and (xi) 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.

NO DUTY TO UPDATE

The company assumes no obligation to update any information or forward-looking statement contained herein, save for
any information required to be disclosed by law.
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