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Study: German SMEs and mid-caps have a higher avera ge credit risk than Italian 
 

• Small and medium-sized enterprises (SMEs) and mid-caps pose a much higher credit risk 
than multinational corporations 

• Italian SMEs and mid-caps have lower average cumulative default rates than German firms; 
credit risks are higher for companies in France and particularly in Spain 

• Institutional investors are seeking out alternative investment funds (AIFs), fueling a long-
running boom in direct lending to companies in Europe 

• Analyses of SME and mid-cap credit risks are highly complex endeavors due to country and 
industry risk structures 

Hamburg, 21 November 2018 – Euler Hermes Rating’s latest study finds that SMEs and mid-caps1 in 
Italy have a lower average 2-year default rate (2.05%) than their German (2.59%), French (3.05%) or 
even Spanish (3.67%) counterparts. However, the financial profile leader is Germany’s Mittelstand (i.e. 
SMEs and mid-caps). At 32.4%, the German firms have the highest percentage of investment-grade 
financial profiles (from BBB to AA and higher) of the four countries studied. 

“Interest in alternative investment funds is burgeoning as institutional investors seek better returns in 
today’s low-interest environment. The resulting growth in AIFs has fuelled a boom in direct lending by 
private investors in Europe,” said Kai Gerdes, Director Credit Risk at TRIB Rating, the rating service 
that Euler Hermes Rating launched in cooperation with Moody’s to provide internationally comparable 
ratings for smaller European businesses. “SMEs and mid-caps can be particularly attractive 
investments, but they present far higher, more complex credit risks that multinational corporations. But 
it pays to take a closer look. For example, some observers may be surprised to learn that small to mid-
cap Italian businesses are less risky on average than German firms that are otherwise reputed to be 
particularly solid.” 
 
According to the study, one possible reason for Italy’s lower default rates is the fact that the raw 
materials manufacturing and wholesale and retail trade sectors have relatively low default rates but 
account for a large share of the companies studied in Italy. Default rates are relatively high in Spain as 
a consequence of the international financial crisis that left many companies reeling. Insolvencies 
soared nationwide. The Spanish real estate and construction industry was hit particularly hard. After a 
years-long construction boom, the real estate bubble burst in 2008 in the wake of the global financial 
crisis and drove up default rates in these industries sky-high. 
 
Analyses of European credit risks demand more than ballpark estimates 
“Even well-diversified credit funds are exposed to a wide variety of default risks in individual countries 
and industries,” said Gerdes. “Consequently, you have to consider multifaceted, complex issues in 
order to analyse and assess European credit risks adequately. It’s one thing to conduct national multi-
sector evaluations. It’s something else entirely to perform industry- and company-specific analyses. 
Ballpark estimates just don’t cut it – and could be dangerously misleading to boot.” 
 
The study found that the countries have some similarities as well as significant differences. In 
Germany, as in France, construction, other manufacturing and machinery and equipment 
manufacturing all have above-average default rates. In Italy, agriculture and mining are particularly 
risky investments while Spanish SMEs and mid-caps in the construction, real estate and rental 
industries are especially prone to stop making debt payments. The default rate of the wholesale and 
retail trade sector is slightly below average in all four countries compared to the other industries. 
However, Spanish companies in this industry still default more than twice as often (2.82%) as those in 
Italy (1.38%). That said, risk in this industry also depends heavily on the products being sold. 
 
  

                                                 
1 SMEs and mid-Caps are defined in this study as companies with a turnover between 10 and 500 million Euro 
and debt not exceeding 150 million Euro. 
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Sector volatility and sector outlook directly affec t default rates 
“Sector volatility, sector outlook and market structure have a tremendous influence on sector risk and, 
by extension, on default rates,” said Gerdes. “Default rates are almost uniformly relatively low in 
normally stable sectors such as utilities or public and community services. These industries also 
benefit from fairly low competition and high barriers to market entry. The exact opposite holds true in 
more volatile, occasionally highly fragmented industries such as construction, other manufacturing and 
machinery and equipment manufacturing. Of course, a company’s risk profile also hinges on its ability 
to respond to cyclical, market or innovation cycles and capitalise on its competitive position.”  
 
Differences are the key to success in investment ri sk management 
In short, the key to success in the fast-growing direct lending segment is to look at these differences in 
risk profiles. That is especially true when defining investment criteria, selecting individual companies to 
invest in and managing investment risk overall.  
 
“You can manage a lot of risks through detailed analyses,” said Gerdes. “But some of the risks 
inherent in alternative investments will remain – no one has a crystal ball, after all. Markets are 
constantly changing, and future projections have to reflect that fact. However, some developments 
can’t be easily extrapolated into the future, especially if they are driven by an accumulation of different 
risks.” 
 
 

 
# # # 

 
 
Press contact  
 
 
EULER HERMES GROUP 
Jean-Baptiste Mounier  
+33 (0)1 84 11 51 14 
jean-baptiste.mounier@eulerhermes.com 
 

FOOTPRINT CONSULTANTS  
Cécile Jacquet  
+33 (0)1 80 48 14 80 
cjacquet@footprintconsultants.fr  
 
Quentin Giudicelli  
+33 (0)1 80 48 14 80  
qgiudicelli@footprintconsultants.fr   

 
About Euler Hermes Rating 
Euler Hermes Rating GmbH (Euler Hermes Rating) was founded in 2001 as an independent European 
rating agency of the Euler Hermes and Allianz Group focusing on issuer and issue ratings. Euler 
Hermes Rating is registered as a credit rating agency (CRA) in accordance with Regulation (EC) No 
1060/2009 of the European Parliament and Council (as amended) and is considered as an external 
credit assessment institution (ECAI) by the European Banking Authority (EBA). Euler Hermes Rating is 
a subsidiary of Euler Hermes, the world leader in trade credit insurance. The Moody’s group owns a 
minority stake in Euler Hermes Rating. 
 

© 2018 Euler Hermes Rating GmbH (“EHRG”) and/or its licensors and affiliates. All rights reserved.  

 
About Euler Hermes  
Euler Hermes is the global leader in trade credit insurance and a recognised 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 6,050 
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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 
 
 
 
Social media 

 Follow us on Twitter @eulerhermes 

 Follow us on LinkedIn Euler Hermes 

 Follow us on Youtube /eulerhermes 

 
 
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. 
 
CREDIT RATINGS ISSUED BY EHRG ARE EHRG’S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF 
ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND EHRG’S PUBLICATIONS MAY INCLUDE 
EHRG’S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR 
DEBT OR DEBT-LIKE SECURITIES. EHRG DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS 
CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND, IN THE CASE OF ISSUANCE-LEVEL CREDIT 
RATINGS, ANY ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY 
OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. 
CREDIT RATINGS AND EHRG’S OPINIONS INCLUDED IN EHRG’S PUBLICATIONS ARE NOT STATEMENTS OF 
CURRENT OR HISTORICAL FACT. CREDIT RATINGS AND EHRG’S PUBLICATIONS ARE NEITHER A PROSPECTUS NOR 
A SUBSTITUTE FOR INFORMATION ASSEMBLED AND PRESENTED BY COMPANIES OR ISSUERS FOR INVESTORS 
REGARDING THE PURCHASE OF A SECURITY OR FOR ASSESSING THE CREDITWORTHINESS OF A RATED ENTITY. 
CREDIT RATINGS AND EHRG’S PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL 
ADVICE, AND DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. 
NEITHER CREDIT RATINGS NOR EHRG’S PUBLICATIONS COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR 
ANY PARTICULAR INVESTOR. EHRG ISSUES ITS CREDIT RATINGS AND PUBLISHES ITS PUBLICATIONS WITH THE 
EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, CONDUCT ITS OWN 
INDEPENDENT ANALYSES, CREDIT ASSESSMENTS AND OTHER VERIFICATIONS AND EVALUATIONS OF EACH 
SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE. 
 
EHRG’S CREDIT RATINGS AND EHRG’S PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL INVESTORS AND IT 
WOULD BE RECKLESS AND INAPPROPRIATE FOR RETAIL INVESTORS TO USE EHRG’S CREDIT RATINGS OR EHRG’S 
PUBLICATIONS WHEN MAKING AN INVESTMENT DECISION. IF IN DOUBT YOU SHOULD CONTACT YOUR FINANCIAL 
OR OTHER PROFESSIONAL ADVISER. 
 
ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT 
LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER 
TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE 
FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY 
ANY PERSON WITHOUT EHRG’S PRIOR WRITTEN CONSENT. 
 
All information contained herein is obtained by EHRG from sources believed by it to be accurate and reliable. Because of the 
possibility of human or mechanical error as well as other factors, however, all information contained herein is provided “AS IS” 
without warranty of any kind. EHRG adopts all necessary measures so that the information it uses in assigning a credit rating is 
of sufficient quality and from sources EHRG considers to be reliable including, when appropriate, independent third-party 
sources. However, EHRG is not an auditor and cannot in every instance independently verify or validate information received in 
the rating process or in preparing the EHRG publications. 
 
Please note that summaries of contracts, laws and other documents contained in any EHRG publication, rating report or other 
materials cannot replace careful study of the relevant complete texts.  
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EHRG and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability to any person or 
entity for any indirect, special, consequential, or incidental losses or damages whatsoever arising from or in connection with the 
information contained herein or the use of or inability to use any such information, even if EHRG or any of its directors, officers, 
employees, agents, representatives, licensors or suppliers is advised in advance of the possibility of such losses or damages, 
including but not limited to: (a) any loss of present or prospective profits or (b) any loss or damage arising where the relevant 
financial instrument is not the subject of a particular credit rating assigned by EHRG. The limitations do not apply to the extent 
that fraud, intent or any other type of liability cannot be excluded and/or limited under applicable law. 
 
EHRG and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability for any direct or 
compensatory losses or damages caused to any person or entity, on the part of, or any contingency within or beyond the control 
of, EHRG or any of its directors, officers, employees, agents, representatives, licensors or suppliers, arising from or in 
connection with the information contained herein or the use of or inability to use any such information. The limitations do not 
apply to the extent that fraud, intent or any other type of liability cannot be excluded and/or limited under applicable law. 
 
NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY 
OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS 
GIVEN OR MADE BY EHRG IN ANY FORM OR MANNER WHATSOEVER. 
 
The dissemination and use of an EHRG rating report may be prohibited by law in certain jurisdictions. Any persons who come 
into the possession of such information should inquire about and comply with any prohibitions that may be in place. EHRG 
assumes no liability of any kind with respect to such dissemination and use of any rating in any jurisdiction whatsoever. 
 
Euler Hermes Rating GmbH 

 
 
 
 
 
 
 

 


