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Executive summary
*  Ontop of the upward trend in business insolvencies?, we identify
a record level of failures of large companies - those with over
Head of Sector and Insolvency Research EUR50mn of turnover- with 342 major insolvencies totaling
meixime lerr etle@etlerbermes com more than EUR205bn in turnover in 2019.

MAXIME LEMERLE

e The increase in major failures accelerated in the last quarter
of 2019 with a record number of cases (94) and a new high in
terms of severity (their combined turnover increased +16% y/y to
EURG60.4bn).

e North America (+29 cases) was the key contributor to the
global rebound in major insolvencies, along with Asia (+5). Yet,
Western Europe (-9) remained the most impacted region with
133 major insolvencies (compared to 96 cases in Asia).

¢ The hotspots were retail and services in Western Europe,
energy and retail in North America and construction in Asia.

¢« What does this mean for companies? A higher risk of domino
effects with adverse implications on fragile providers along
supply chains.

Our latest monitoring points to record levels in the number of major
insolvencies and the severity of major insolvencies. Q4 2019 saw a
record number of major insolvencies since 2016 with 94 cases,
representing a +11% increase g/q (i.e. +8% y/y). The cumulative turnover
of insolvent major companies also reached a record high at EUR60.4bn
(+11% a/q or +18% y/y). For the year as a whole, the number of major
insolvencies stood at 342 (+7 cases) and the cumulative turnover was
EUR205.6bn (+30% or +EUR47.3bn). This increase in severity is notably the
result of a growing number of failures of companies with turnovers
exceeding EUR1bn (+19 to 49 cases).

The U.S. drove the rise while Asia and Europe increased the global
count. Or Despite a slight decrease (-9), Western Europe remained the
largest contributor to the global insolvency count in 2019 with 133 cases,
ahead of Asia with 96 cases (+5). Asia posted the strongest increase in
insolvencies of companies with a turnover exceeding EUR 1bn (+12 to 26
cases). North America posted +29 more insolvencies (compared to 2018),
with a noticeable rebound (+25) in companies with turnovers between
EUR100mn and EUR1bn. Central & Eastern Europe stands out with a
decline for the second consecutive year (from -20 in 2018 to -18 in 2019
with 41 cases). The US. and China both share the podium for top

! More details on our Global Insolvency Outlook 2020
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insolvencies with 7 and 8 out of the 20 largest insolvencies registered in
2019, respectively.

Retail and construction were the most impacted sectors in 2019, but
energy stood out with the strongest increase of major insolvencies.
For 2019 as a whole, retail (53 cases), construction (44) and services (37)
were the most affected sectors compared to 2018 - despite a noticeable
decline for construction (-16). Energy (+12) posted the strongest rise in
insolvencies, along with five sectors registering +6 more major
insolvencies: metals, electronics, pharmaceuticals, paper and textile.
Conversely, construction (-16) and machinery & equipment (-14), posted
the strongest declines compared to 2018. The highest average size of
insolvent companies in terms of turnover are seen in electronics,
chemicals, metals and energy/commodities.

The 2019 hotspots were retail and services in Western Europe,
energy and retail in North America and construction in Asia. The last
quarter of 2019 registered the highest number of major insolvencies in
the retail sector in Western Europe (7 cases), but top increases were
observed in Asia (+9) due to electronics (+5) and services (+4), and to a
lesser extent in North America (+6) due to agrifood (+3) and paper (+3).
For the full year, in Western Europe, the hotspots remained retail (+3
cases to 27) and services (+2 to 20), while the energy sector also posted a
noticeable increase (+5). Asia registered the highest number of major
insolvencies in construction (17), services (10) and the electronics sector
(9) which posted a significant increase (+7). Yet, the strongest increase
appeared in North America in the energy sector (+12) which posted the
highest number of major insolvencies (20) ahead of retail (14).

Figure 1 — Number of major insolvencies* by quarter and size of turnover
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(*) Companies with a turnover exceeding EUR50m
Source: Euler Hermes, Allianz Research
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Figure 2 — Number of major insolvencies* by sector and by region

2019
Afnca Mddie Central & change
Eastand Latn  Eastern A::'::a RA’::C “&":;;" ToTAL |vs 2018
Amerca Europe
Transport equipment - 1 - - 1 2 |- 1
Commodiies - 1 - 3 - 4 |- 3
Computers & Telecom - - 3 1 - 4 |- 4
Machinery/Equpment - 1 - 4 2 7 -
Pharmaceuticals - 1 3 2 1 7 6
Hous ehold equpment - - 1 3 5 9 |- 8
Chemicals - - 1 7/ 2 10 2
Bectronks - 1 1 9 - 1" 6
Paper - - 5 1 5 1" 6
Automotw e - 3 1 - 10 14 2
Textie - - 2 6 7 15 6
Transportation - 1 4 4 8 17 -
Motals - 4 1 9 13 21 6
Agriood - 9 6 9 10 34
Energy 1 4 120 4 7 36
Services 1 3 3 10 37
Construction 3 7/ 2 [ 17 15 44
Retai - 5 14 7 53 2
Total 5 a1 67 9% 133 342
e O

(*) Companies with a turnover exceeding EUR50mn.
Source: Euler Hermes, Allianz Research

Figure 3 — Number of major insolvencies* in 2019 by sector and size of
turnover in EUR mn
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(*) Companies with a turnover exceeding EUR50mn.
Source: Euler Hermes, Allianz Research
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These assessments are, as always, subject to the disclaimer provided below.

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, (i) 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 EUR/USD 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.

NO DUTY TO UPDATE

The company assumes no obligation to update any information or forward-looking statement contained herein, save
for any information required to be disclosed by law.
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