EULER HERMES

SURVEY: HOW MUCH COVID-19 SHIFTED FINANCE LEADERS’ PRIORITIES

» 30% say preserving working capital will now be their top priority for investment over
the coming year

» Payment delays are finance leaders’ most pressing concern, with 65% of them being
impacted

» 21% advocate for investing in digital technologies which remains key but conditional
on protecting the business from risk

Paris, 21st July 2020 — A new report from Euler Hermes examines how much the Covid-19
crisis shifted European financial leaders™ confidence and priorities for 2020. Carried out
before and during the Covid-19 crisis in the UK, France, Germany, and Italy, the survey
found financial leaders being cautiously optimistic coming into the year but the pandemic
brought about increased levels of stress and exacerbated worries around late payments.
Moving forward, despite a shift in business priorities technology remains a key focus for
CFOs, but this must be conditional on protecting the business from risk.

The Covid-19 crisis has changed financial decision-makers' expectations for the
coming year

Before the crisis, financial leaders were predicting better financial performance despite the
threat of high political risk, the rise of protectionism and climate change. The two most cited
reasons for optimism were growing sales and profits, driven by an improving European
economic situation and the adoption of new technologies. Since the outbreak, their sense of
optimism dropped significantly; with the percentage saying they felt ‘confident’ about the
coming year falling from 50% to 36% and those reporting feelings of stress nearly doubled
from 19% to 32% and the number saying they felt ‘scared’ nearly tripled from 9% to 23%.

Preserving working capital is now the top priority for investment during the
crisis

Prior to the pandemic, digital technology was the highest priority for investment. Since then,
the way financial leaders view their priorities has changed and investment in new technologies
is now overshadowed by working capital. The proportion of finance leaders seeing short-term
debt, day-to-day operating expenses and management of large inventories as their main
preoccupation increased from 17% to 30%. Preserving working capital is now their top priority.

Despite a potential temporary delay of investments in new assets in the short term, technology
maintains a significant weight amongst finance leaders’ priorities, with 21% of surveyed people
advocating for investing in digital technologies in May, compared to 22% before the outbreak.
Participants continued to rank the need to understand technology highly as a key skill of a CFO

! Survey of financial decision-makers in both finance and leadership roles at businesses in the UK,
France, Germany, and Italy in February and May 2020
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(49%) after financial planning (67%), strategic decision-making (56%), and business plan
development (53%).

Payment delays are finance leaders most pressing concern

Even prior to the Covid-19 outbreak, risks around payment delays and client insolvencies were
prevalent — affecting respectively 47% and 32% of businesses over the previous year. Since the
crisis, things have escalated further — with 65% saying payment delays had affected them in
the past two months when asked in May.

On top of this, prior to the outbreak only 44% of businesses said they felt ‘fully prepared’ to
deal with payment incidents and only 40% said the same for ‘client insolvencies’. Since the
crisis, these figures dropped to 31% and 35% respectively, while global insolvencies are
expected to increase by at least 35% at the horizon of end-2021.

Businesses that are well prepared to manage risks will emerge strongly

Ultimately, the interviews conducted show that CFOs predict the current crisis may cause a
polarisation of the business landscape. Businesses that are tech-savvy, who can adapt the
quickest and who have robust risk-mitigation strategies in place, will survive.

Loeiz Limon-Duparcmeur, Group Chief Financial Officer and Member of the Board of
Management, Euler Hermes “Like many of the respondents to this report, I was positive
that we would achieve our growth ambitions in 2020. Now we are in a different world. I
strongly believe that every crisis represents a key turning point for finance leaders. Having
some margin to maneuver during a crisis is crucial and requires a much more forward-
looking view. For this, new technologies are fundamental so that the focus is on the content
and not wasted on spreadsheets.”

Get a copy of the report: https://www.eulerhermes.com/en global/dna-of-a-cfo/the-
finance-leader-of-tomorrow-challenges-and-opportunities.html

Methodology

This Euler Hermes survey is based on three phases of research:

1. Phase one: an online survey, conducted in February 2020 of 847 financial decision-
makers in the UK, France, Germany, and Italy, sourced via an online panel

2. Phase two: a series of telephone interviews with senior financial decision-makers
across the same four markets

3. Phase three: re-fielding the phase one quantitative survey to measure in what ways

and to what extent the opinions of financial decision-makers had been impacted by
Covid-19. A total of 222 respondents were surveyed.
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Social media

@ Follow us on Twitter @eulerhermes

@ Follow us on LinkedIn Euler Hermes

@ Follow us on YouTube eulerhermes

About Euler Hermes

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 percent 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
2019, our consolidated turnover was 2.9 billion euros and insured global business transactions
represented 950 billion euros in exposure.

For more information, please visit: eulerhermes.com

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

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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