
 

 

Is a painful destocking in stock for European corporates? 

Eurozone inventories hit their highest level since the 2012 crisis 

 

 In March 2019, the Eurozone’s inventories-to-new-orders ratio1 reached a new peak, its 
highest level since the 2012 crisis, and well above the rest of the world.  

 Global uncertainty and frontloading activities2 account for almost 30% of the increase. Euler 
Hermes estimates that inventories are currently between 20% and 30% above what is 
considered a normal level.  

 Euler Hermes shows that the current increasing deviation of the inventory-to-orders ratio 
from its average would drive prices down by -0.2pp in 2019 and by -0.1pp in 2020. In addition, 
inventories are likely to subtract -0.3pp from Eurozone GDP growth in 2019 (to +1.2%) before 
a catch-up in 2020 (+0.1pp).  

 

Paris, June 27th 2019 – A new study, jointly produced by Euler Hermes Economic Research and Euler 
Hermes Rating, points out the unusually high level of inventories in the Eurozone since mid-2018. 

Read the study: TRIBRating Credit Research - Painful destocking in sight for European corporates  

The inventories-to-new-orders ratio (based on the Manufacturing PMI) is rising worldwide, but the 
Eurozone’s ratio reached a new peak of 1.13 in March 2019, its highest level since 2012 and the 
highest in the world. A ratio above one usually suggests a disruption and calls for an adjustment. 

Unusual stockpiling since mid-2018  

The inventories-to-new-orders ratio has been steadily increasing in the Eurozone since the end of 
2017. In the manufacturing sector, Days Inventory Outstanding (DIO), which indicates how long it 
takes on average for a company to turn its inventory into sales, have increased by four days in 2018, 
compared to 2017, for both large companies (+4 days, 52 days) and SMEs (+ 4 days, 58 days). Spanish 
large companies (+ 11 days) and Italian SMEs (+9 days) saw the largest increases.  

The accumulation of stocks driven by global uncertainty and lower demand  

Euler Hermes explains3 the current Eurozone inventory accumulation through two factors which 
account for almost 30% of the increase:  

The first factor relates to global uncertainty: large manufacturing companies tend to be more 
integrated in the global supply chain and more exposed to external trade, which has slowed down 
since the start of the year, thus leading to stockpiling. 

Secondly, frontloading activities have also pushed inventories higher as demand proved to be weaker 
than expected. 

What’s the impact on growth? 

“A majority of European companies in the manufacturing sector surveyed in June 2019 assessed their 
level of stocks as “being too large”; which usually turns out to be expensive as stockpiling binds 
financial resources and warehouse space, leading companies to reduce their inventory level through 

                                                           
1 based on the Manufacturing PMI: Purchasing Managers’ Index 
2 concentration of costs or benefits of a project in early period 
3 Euler Hermes’ model looks at total investment growth (y/y), terms of trade (export prices/import prices y/y), a proxy of company 
production frontloading (the spread between y/y change in manufacturing production and retail sales) and the variation of the global 
uncertainty index.  

https://www.eulerhermes.com/en_global/economic-research/insights/Painful-destocking-in-sight-for-European-corporates.html


 

 

production cuts and discounts in prices”, says Kai Gerdes, Director, Head of Analysis at Euler Hermes 
Rating.  

Based on the negative relationship between production and level of inventories, Euler Hermes looked 
into forecasting the adjustment in industrial production on the basis of Eurozone companies’ 
assessment of their level of stocks in the sector.  

“While the trend is clearly on the downside, we expect the production of intermediate goods to suffer 
the most as the inventory accumulation has been the strongest in this segment (-3% y/y expected by 
Q3 2019)”, says Ana Boata, Senior Economist for Europe at Euler Hermes. 

Euler Hermes’ VAR model4 shows an impact on inflation of -0.2pp in 2019 and -0.1pp in 2020 can be 
expected. The inventory accumulation could also subtract -0.3pp from real Eurozone GDP growth in 
2019, reducing it to +1.2%. 

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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4 The VAR model studies the reaction of growth and inflation to a typical (one standard deviation) positive 
shock of inventories (an over-accumulation of inventories triggering a negative adjustment of growth 
thereafter) 
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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. 
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