
 

 

 

The insolvency time bomb: prepare for a record-high increase 
in insolvencies, the collateral damage of the Covid-19 crisis 

 Euler Hermes’ global insolvency index is expected to reach a record high of +35% 
cumulated over a two-year period (after +17% in 2020 and +16% in 2021) as the 
global economy faces a U-shaped recovery from the Covid-19 crisis.  

 Two out of three countries will post a stronger rise in insolvencies in 2020 than in 
2021 – notably the U.S., Brazil, China, Spain and Italy – while one out of three 
would record an acceleration in 2021 – notably India, the UK, France and to a 
lesser extent Germany. 

 
Paris, 16th July 2020 – The Covid-19 crisis will trigger a major acceleration in business 
insolvencies due to both the suddenness and historic size of the economic shock and its 
expected lasting effects, according to a new study by Euler Hermes, the world’s largest 
trade credit insurer. These lasting effects are critical for companies that were already the 
most fragile before the crisis and are now among the sectors hit the hardest by measures 
to contain the pandemic (transportation, automotive, non-essential retail, hotels and 
restaurants).  
 
At a global level, Euler Hermes’ insolvency index is expected to surge to a record high 
of +35% cumulated over a two-year period (after +17% in 2020 and +16% in 2021) as 
the global economy faces a U-shaped recovery from the Covid-19 crisis. This would 
represent a +16% y/y CAGR over the two-year period, similar to the intensity recorded 
on average amid the 2008 financial crisis. 
 
Bulk of insolvencies to be recorded between H2 2020 and H1 2021  

Unlike in 2007-2009, all regions and countries are expected to post double-digit 
increases in insolvencies, with the biggest surges seen in North America (+56% by the 
end of 2021), followed by Central and Eastern Europe (+35%) and Latin America (+33%). 
In Asia, Euler Hermes expects an increase of +31% by 2021, and in Western Europe 
+32%.  
 
However, countries will see asymmetric trajectories over 2020 and 2021 due to uneven 
initial conditions, as well as differing strategies of emerging from lockdowns and different 
emergency policy measures, in particular regarding temporary changes in insolvency 
frameworks. Two out of three countries will post a stronger rise in insolvencies in 2020 
than in 2021 – notably the U.S., Brazil, China, Spain and Italy – while one out of three 
would record an acceleration in 2021 – notably India, the UK, France and to a lesser 
extent Germany. 
 
Figure 1: Euler Hermes insolvency forecasts by country, 2020-2021 
 
  % of Global 

Insolvency 
Index 

Forecasts 

  2020 2021 2021 vs 
2019 

U.S. 28.7% 47% 7% 57% 
Canada 2.3% 15% 9% 25% 
Brazil 2.8% 32% 10% 45% 
Colombia 0.4% 18% 7% 26% 



 

Chile 0.4% 21% 7% 29% 
Germany 5.3% 4% 8% 12% 
United Kingdom 4.1% 8% 33% 43% 
France 3.8% 4% 20% 25% 
Italy 2.9% 18% 8% 27% 
Spain 1.9% 20% 17% 41% 
The 
Netherlands 1.2% 29% 10% 42% 

Switzerland 1.0% 6% 9% 15% 
Sweden 0.8% 11% 5% 17% 
Belgium 0.7% 4% 22% 26% 
Norway 0.6% 12% 11% 24% 
Austria 0.6% 10% 10% 21% 
Ireland 0.5% 16% 24% 44% 
Denmark 0.5% 16% 5% 22% 
Finland 0.4% 19% 8% 29% 
Greece 0.3% 7% 25% 33% 
Portugal 0.3% 30% 10% 44% 
Luxembourg 0.1% 18% 12% 31% 
Russia 2.0% 18% 5% 23% 
Turkey 1.3% 22% 7% 31% 
Poland 0.7% 13% 10% 24% 
Czech Republic 0.3% 8% 24% 33% 
Romania 0.3% 4% 18% 23% 
Hungary 0.2% 13% 6% 20% 
Slovakia 0.1% 22% 12% 38% 
Bulgaria 0.1% 3% 17% 21% 
Lithuania 0.1% -7% 60% 49% 
Latvia 0.0% 18% 14% 35% 
Estonia 0.0% 76% 27% 123% 
South Africa 0.5% 12% 7% 20% 
Morocco 0.2% 14% 10% 25% 
China 17.2% 21% 16% 40% 
Japan 7.6% 8% 5% 13% 
India 5.3% -52% 128% 9% 
South Korea 2.3% 14% -6% 6% 
Australia 2.0% 5% 5% 11% 
Taiwan 0.8% 15% -4% 10% 
Singapore 0.5% 15% 21% 39% 
Hong Kong 0.5% 19% 3% 23% 
New Zealand 0.3% 14% 6% 20% 
GLOBAL 
INDEX 100% 17% 16% 35% 

 
“So far, government interventions to prevent a liquidity crunch for corporates, including 
tax deferrals, state loans and guarantees, wage subsidies and debt moratoriums, have 
helped limit the immediate translation of the Covid-19 shock into official insolvencies in 
many countries. But if this policy relief is withdrawn too fast, we expect the increase in 
insolvencies to be +5 to +10pp higher,” says Maxime Lemerle, Head of Sector and 
Insolvency Research at Euler Hermes. “At the same time, prolonging support for too long 



 

could prop up ‘zombie’ companies, increasing insolvency risk in the medium to long 
term.” 
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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 52 
countries with 6,000 employees. In 2017, our consolidated turnover was €2.6 billion and 
insured global business transactions represented €894 billion in exposure.  

For more information, please visit: eulerhermes.com 

We predict trade and credit risk today, so companies can have 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. 
 


