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Press release
Pace of UK business failures to slow in 2020

¢ UK insolvencies forecast to rise 3% year-on-year in 2020, down from 6% in 2019
e UK GDP growth forecast to creep up 1.0% from 0.8% previously
e Global insolvencies expected to increase 6% year-on-year

London, 24 January 2020: The number of UK business failures will rise 3% year-on-year in 2020 as
the political situation stabilises and GDP strengthens, according to forecasts from Euler Hermes, the
world’s leading trade credit insurer.

The findings come from the insurer’s annual global insolvencies outlook report. It predicts the growth
rate of UK business failures will slow compared to the 6% increase recorded last year. Euler Hermes
has also revised its GDP growth forecast for 2020 up to 1% from 0.8%, due to the stabilisation of the
political landscape following last year’s general election.

However, firms still face a number of structural issues to managing cashflow. These include weak
investment as they work through excess stock acquired to compensate for a potential hard Brexit at the
end of last year, weak demand, which is driving down prices, and the risk of leaving the EU without a
trade deal at the end of 2020.

Euler Hermes forecasts global insolvencies will rise by 6% in 2020, a fourth consecutive year of growth,
as developed economies and staple sectors such as industrials continue to slow. Ongoing trade
disputes, geopolitical uncertainty and social tensions also add to the economic headwinds faced by
firms.

Milo Bogaerts, CEO Euler Hermes and Ireland, said: “Good credit management and ‘know your
customer’ will be as important as ever this year. Businesses are coping with record levels of bad debt.
The most recent data from the Association of British Insurers* show the value of trade credit insurance.
Claims received leapt to a record £271 million in the third quarter of last year, and the average bad debt
paid was £67,300, the highest ever recorded.”

Euler Hermes’ research predicts that four out of five countries will post a rise in insolvencies in 2020,
with Brazil (-3%) and France (no change) the major exceptions among developed economies. Chile will
post the biggest rise year-on-year with a 21% increase, followed by Slovakia on 12% and China and
Singapore on 10% each. Half of the countries analysed will register more insolvencies in 2020 than
before the financial crisis.

Maxime Lemerle, head of sector research at Euler Hermes, said: “A calmer political situation and
forecast increase to GDP growth will be welcomed by UK firms but the economy is not out of the woods
just yet, as evidenced by another year of increased business failures.

“Uncertainty around the UK’s future trading relationship with the EU, the ongoing US-China trade

dispute, rising levels of protectionism and falling consumer spending all weighed heavy on businesses

in 2019. While we expect trade growth and GDP levels to pick up this year, a recovery will be limited.”
*ENDS*

A company of Alllanz @



Insolvencies in 2020 (yearly change in %)

Sources: National Statistics, Solunion, Euler Hermes, Allianz Research
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* Press release issued by the Association of British Insurers on 9 January 2020. More details here:
https://www.abi.org.uk/news/news-articles/2020/01/trade-credit-insurers-providing-a-lifeline-to-help-

businesses-cope-with-record-levels-of-bad-debt/
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We predict trade and credit risk today, so companies can have confidence in tomorrow.

Euler Hermes is the global leader in trade credit insurance and a recognized specialist in the areas of
surety, collections, structured trade credit and political risk. Our proprietary intelligence network analyses
daily changes in corporate solvency representing 92% of global GDP. We give companies the confidence
to trade and be paid. We compensate your company in the event of a bad debt, but more importantly, we
help you avoid bad debt in the first place. Whenever we provide trade credit insurance or other finance
solutions, our priority is predictive protection. But, when the unexpected arrives, our AA credit rating
means we have the resources, backed by Allianz to provide compensation to maintain your business.
Headquartered in Paris, Euler Hermes is present in 50+ countries with 5,800 employees. In 2018, our
consolidated turnover was €2.7 billion and insured global business transactions represented €962 billion
in exposure.

For more information, please visit: eulerhermes.com.

CONFIDENCE IN TOMORROW

Cautionary note regarding 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 situation,
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 catastrophes, 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 euro/US-dollar 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.
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