
 

 

Large companies: Working Capital Requirement hit its worst level since 2012 

at 70 days 

Corporates to correct their inventories and show stronger discipline in payment in 2019 

 

 Global Working Capital Requirement (WCR)1 deteriorated by +1 day to 70 days in 2018, 
coming back to its highest and thus worst level since 2012. For 2019, Euler Hermes expects 
a correction in inventories and a stronger discipline in payment for corporates. 

 WCR rose in three out of five countries in 2018, mostly due to a noticeable inventory 
accumulation (+4 days on average). Emerging markets are on average less efficient than 
advanced economies in adjusting their payment behavior. 

 WCR is one month longer for European SMEs compared to large companies. 

 Although half of the sectors registered an increase in inventories in 2018, three out of five 
sectors still managed to stabilize or even improve their WCR. 

 

Paris, July 17 2019 – A new study, jointly produced by Euler Hermes Economic Research and Euler 
Hermes Rating, focuses on Working Capital as a key indicator of the financial situation and behavior 
of corporates. It complements previous studies that pointed out the reactivating of self-discipline of 
corporates in their Days Sale Outstanding (DSO), and the unusual accumulation of inventories by 
corporates, giving an enlarged view on the financial situation and behavior of corporates.  

 

Correcting the record high global WCR 

In 2018, Global Working Capital Requirement hit its worst level since 2012 (+1 day, 70 days). The 

evolution of WCR indicates which businesses have improved, or in this case, deteriorated, their 

capacity to maintain operating cash flow and internal funding for investment.  

The deterioration mainly comes from the increase in inventories (+3 days), which are currently 

between 20% and 30% above what is considered a normal level. Companies tried to offset this rise by 

adjusting their payment behaviors through a decrease of their DSO (-1 day) and an increase in their 

Days Payable Outstanding (DPO) (+1 day).  

Still, the WCR rise represents USD820bn or a 12% rise of additional financial resources consumed by 

working capital in 2018. “A rise in WCR usually means fewer financial resources for corporates to 

pursue other objectives such as new product development, geographical expansion, acquisitions, 

modernization or debt reduction and could therefore lead to an economic slowdown”, explains 

Maxime Lemerle, Head of Sector and Insolvency Research at Euler Hermes. 

In reaction to lower global growth and higher global uncertainty, Euler Hermes expects large 

corporates to adopt a cautious approach in 2019 and correct their inventories, while showing a 

stronger discipline in payment. Consequently, the WCR of large companies should decline by 2 days 

(to 68 days) in 2019, along with a stabilization in value terms to the expected increase in turnover. 

 

                                                           
1 The Working Capital Requirement (WCR) of a company is a financial metric whose components are accounts receivable 
(also known as DSO for Days Sales Outstanding), inventory (aka DIO for Days Inventory Outstanding) and accounts payable 
(aka DPO for Days Payable Outstanding). It is calculated according to the following formula: WCR=DSO+DIO-DPO. A rise 
(drop) in WCR comes either from a higher (lower) DSO, a higher (lower) DIO or from a lower (higher) DPO. 
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Emerging markets have greater difficulties in adjusting their payment behavior 

WCR rose in three out of five countries in 2018. The top increases in emerging markets were seen in 

Brazil (+9 days), South Africa (+8 days) and Chile (+5 days) while deteriorations in Central and Eastern 

Europe (Russia, Bulgaria) and Asia (India, South Korea and Hong Kong) were also recorded. Several 

advanced economies also registered an increase in WCR: the Nordics (+4 days), Germany (+3 days), 

and the US (+1 day). For all of those countries, the rise was triggered by an important inventory 

accumulation (+4 days in average). Overall, emerging markets tend to have more difficulties than 

advanced economies when it comes to adjusting their payment behavior to the rise in inventories.  

Countries which managed to stabilize or even decrease their WCR despite the rise in inventories 

mostly did it through a decrease in DSO. Surprisingly, Mediterranean countries – Portugal, France and 

Italy – where companies have a bad habit of getting paid late by their customers and therefore stood 

out with important increases in DSO in 2018, still managed to decrease their WCR to respectively 57 

days (-6 days), 66 days (-1 day) and 70 days (-4 days). 

“Looking at Western Europe, SMEs posted better performance in WCR than large companies in 2018. 

In Italy, SMEs reduced their WCR by -14 days ( -4 days for large companies). In Spain, SMEs recorded a 

-7 days decrease in WCR while large companies posted a +3 days rebound. WCR also slightly improved 

for French SMEs (-1 day) while it remained stable for large companies”, said Kai Gerdes, Head of 

Analysis at Euler Hermes Rating. 

 

A less widespread sectorial WCR deterioration 

Although half of the sectors registered an increase in inventories in 2018, the deterioration in WCR is 

much less widespread since 3 out of 5 sectors managed to stabilize or even improve theirs in 2018. 

It is worth noting that the five sectors – Aeronautics, Machinery, Electronics, Pharmaceuticals and 

Leisure goods – with the highest level of WCR, which all go beyond 100 days, all managed to reduce 

their WCR in 2018. On the other hand, the Paper, Automotive, Agrifood, Utilities and Household 

Equipment sectors suffered a rise in WCR due to an increase in inventories. 

 

What is TRIBRating? 

TRIBRating is a valuable service provided by Euler Hermes Rating that can benefit all players in the 

SME and MidCap funding space. Using a detailed, tailored and transparent methodology and SME-

specific modelling, TRIBRating offers a robust assessment of creditworthiness. The independent, 

globally comparable credit ratings may enable small- to medium-sized businesses to attract a wider 

range of funding sources. The TRIBRating methodologies, available in Germany, France, Italy and 

Spain, were developed in collaboration with Moody’s Investors Service, a leading global rating agency 

with extensive experience of developing rating methodologies across a range of sectors. Coupled with 

Euler Hermes’s extensive credit risk and sector knowledge, TRIBRating identifies, analyzes and 

monitors the specific credit characteristics of SMEs and MidCaps.   
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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 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 

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. 
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