Y Atradius

October 2019 ‘ '

France: late payments
trend causes concern for
businesses in France ..
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Yves Pierre Poinsot, Atradius Country
Manager for France commented on the report
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The French economy is expected to
grow at an average annual rate of 1.3%
this year, mainly driven by a resilient
domestic demand. In contrast, the
uncertain international environment
is forecast to weigh on the country’s
economic activity, particularly due to
the difficulties that Germany’s economy
is facing and the tight financial
conditions in Italy. Escalating trade
tensions, along with the uncertainties
over the outcome of Brexit keep on
posing downside risks to the current
outlook. These factors threaten the
financial stability of businesses, thus
triggering an expected increase in
insolvencies.

Survey findings in France reveal that
businesses have a prudent approach
to the use of trade credit in B2B
transactions, as they have a strong
perception of the payment default risk
that arises from selling with deferred
pbayment. Many businesses report to
have been hit hard by late payments
and many are pessimistic about the
future.
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Perception of payment default risks arising
from selling on credit appears to be strongest
in France than elsewhere in Western Europe

Survey findings in France show suppliers sold 44.6% of sales
to B2B customers on credit (up from 31.6% last year). This is
the lowest proportion of credit-based sales recorded across
all the countries surveyed in Western Europe and is notably
below the 60.4% regional average (up from 41.4% last year). Al-
though survey respondents in France appear to have granted
credit terms to their B2B customers more often than one year
ago, the percentage of their credit-based sales is the lowest in
Western Europe. Suppliers surveyed in France appear to have
the most prudent approach in the region to trading on credit
in challenging economic times, and a strong aversion to the
risk of payment default arising from selling goods and servic-
es with deferred payment.

Proportion of total B2B sales made
on credit in France

60.4 %

Western
Europe
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Sample: companies interviewed (active in domestic and foreign markets)
Source: Atradius Payment Practices Barometer — October 2019
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Payment duration in France

Payment delay

25d

Payment terms
Payment duration
d in France
59 days

40 50 60

Payment duration in Western Europe: 51 days

10 20 30 70 80

d = average days
Sample: companies interviewed (active in domestic and foreign markets)
Source: Atradius Payment Practices Barometer — October 2019

The trade credit policies of French
respondents are as strict as last year

Suppliers surveyed in France appear reluctant to give B2B
customers longer to settle invoices than last year. Uncertain-
ties regarding trade policy developments worldwide weigh
heavily on economic activity and increase financial risks sig-
nificantly. This may explain why average payment terms re-
corded in France stand at 34 days from invoicing (compared
to 33 days last year). These are in line with the 34 days aver-
age for Western Europe.

Unlike their Western European peers,
suppliers surveyed in France reserve against
bad debts more often than sending dunning
letters

The most popular credit management techniques employed
by suppliers surveyed in France include assessments of cred-
itworthiness and reserving against bad debts. Credit assess-
ments are performed prior to trade credit decisions by 31%
of survey respondents (compared to 35% in Western Europe).
The creation of a bad debt fund is also performed by 31% of
French businesses (24% in Western Europe) and is often used
to offset any potentially inaccuracies in the screening of the
buyer’s financial position. Such widespread use of these credit
management techniques is likely to be a reflection of height-

ened perceptions of the payment default risk arising from
selling on credit in challenging economic times. Interesting-
ly, far more French respondents (nearly 30%) than in West-
ern Europe (22%) reported they requested B2B customers to
pay invoices in cash or on terms other than trade credit over
the past year. This further corroborates evidence of the strong
aversion of French suppliers to the risk of payment default
arising from selling goods and services with deferred pay-
ment. A standout survey finding is 22% of French respondents
(above the 16% at regional level) have opted for self-insurance
over the past year.

Far more respondents in France than in
Western Europe reported their business to be
significantly impacted by late payments

32.3% of the total value of the B2B invoices issued by survey
respondents in France over the past year remained outstand-
ing at the due date. This is above the 29% regional average.
Consistent with improved payment habits from their B2B
customers, resulting in increased timely payments (63.4% of
invoices paid on time compared to 55.9% last year), respond-
ents in France were able to turn overdue invoices into cash on
average three days earlier than one year ago (59 days down
from 62 days last year). This variation is consistent with ob-
servations for the region overall, where the invoice-to-cash
turnaround decreased on average to 51 days down from 57
days last year. Despite their heightened perception of pay-
ment default risks, and their consequent prudent approach to
trading on credit, far more respondents in France (81%) than
in Western Europe (58%) reported their business was signif-
icantly impacted by late payments. To protect the business
from untimely payment of invoices, far more respondents in
France (36%) than in Western Europe (26%) needed to take
corrective measures to safeguard cash flow. Similarly, far
more respondents in France (32%) than in Western Europe

0 Atradius - Key Findings

respondents in France ove
the past year remained
outstanding at the due date.
This is above the 29%
regional average.
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consumer
durables

The French consuine 0S
market is not expected to rebound in
2019, due to the more difficult
economic environment

radius Payment Practices Barometer — October 2019
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(20%) needed to pursue additional financing from banking
and factoring. In terms of collection of long-term past due in-
voices, suppliers surveyed in France appear to be less efficient
than one year ago. Survey findings show that the proportion
of write-offs of uncollectable accounts increased to 1.9% (up
from 1.1%) over the past year. However, this is below the 2.2%
average for Western Europe.

Almost a third of businesses in France
expect their customers’ payment practices to
deteriorate over the coming months

Far fewer survey respondents in France (45%) than in West-
ern Europe (55%) believe that, over the coming months, the
payment practices of their B2B customers’ will remain rea-
sonably consistent with the current practices. 30% of French
survey respondents (above the 25% at regional level) expect
payment practices to deteriorate over the same time frame.
Specifically, the expected deterioration is forecast to result in
an increase in long-term overdue invoices (over 90 days past
due). To improve protection of business profitability against
the risk of insolvency from customers, far more respondents
in France (37%) than in Western Europe (28%) plan to request
cash payments from B2B customers. 35% of respondents will
increase the performance of checks of their customers’ credit
quality and will send dunning letters. This is in line with what
was reported by respondents in Western Europe. Far more
respondents in France (36%) than in Western Europe (25%)
express concern about access to bank financing and fear this
will become more troublesome over the coming months. On
average, 36% of respondents in France will seek to balance
capital costs by cutting operational expenses.
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Yves Pierre Poinsot, Atradius Country
Manager for France commented on the report

éé

The economic climate becomes more
uncertain and volatile. Therefore, a
solid assessment of the credit quality
of the customers and a strategic
management of trade receivables is
essential to safeguard cash flow and
avoid severe liquidity issues, enabling
the business to grow safely despite
challenging economic times.
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Overview of payment practices in France

By business sector

B2B customers in the French chemicals
sector are given the longest to settle invoices;
the consumers durables sector has the
shortest payment terms

Based on survey findings in France, the longest payment
terms are seen in the chemicals sector (terms average 69 days
from invoicing). Average payment terms across the other sec-
tors surveyed in France range from 48 days in the machines
sector to 27 days in the agri-food sector. At the lower end of the
scale, is an average of 26 days granted by respondents in the
consumer durables sector.

Trade credit risk worsened markedly in the
French chemicals sector over the past year

Despite being given the most relaxed credit terms, payment
practices of B2B customers in the French chemicals sector
deteriorated markedly over the past year. However, it is the
machines sector in France that records the highest proportion
of past due payments (43% of the total value of invoices issued
in the sector remained unpaid at the due date). Across the oth-
er sectors surveyed in the country, the average percentage of
overdue invoices ranges from an average of 33% in the con-
struction and consumer durables sectors to 27% in the trans-
port sector. The lowest proportion of overdue B2B invoices
was recorded in the agri-food sector.

is the average payment term

offered to B2B customers
from the French suppliers
interviewed in chemicals
sector. This is above the 29%
regional average.

Atradius Payment Practices Barometer — October 2019

Chemicals sector markedly less efficient in
collecting long-term overdue invoices than
one year ago

Consistent with the marked deterioration of trade credit risk
in the French chemicals sector, the proportion of long-term
overdue B2B receivables written off as uncollectable in-
creased significantly over the past year (to 2.4% from 1.3% one
year ago). Over the same period, the collection of overdue re-
ceivables in the agri-food sector improved, with a correspond-
ing decrease of write-offs to 1.6% of B2B sales on credit from
1.8 last year. The ICT/electronics sector in France records the
lowest proportion of receivables written off as uncollectable
(1.4%).
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Overview of payment practices in France

By business size

French large enterprises granted the longest
average payment terms

Respondents from large enterprises in France extended the
longest payment terms to B2B customers, averaging 57 days
from invoicing. Micro enterprises offered average payment
timings at 24 days, and SMEs at 33 days.

Large enterprises are the slowest to cash in
past due payments

Large enterprises are the slowest in collecting past due pay-
ments, with an invoice-to-cash turnaround at 86 days from
invoicing (down from 41 days one year ago). Payment practic-
es of B2B customers of French SMEs improved notably over
the past year. The proportion of timely paid invoices regis-
tered an average 8% increase compared to one year ago. Due
to this improvement, French SMEs are now able to collect past
due invoices far earlier than last year (on average within 59
days from invoicing down from 66 last year). The time it takes
French micro-enterprises to cash in past due payments aver-
ages 43 days from invoicing (stable compared to last year).

French SMEs markedly less efficient in
collecting long term overdue receivables than
last year

Despite the improved payment practices of their B2B custom-
ers, French SMEs record the highest proportion of long-term
overdue invoices written off as uncollectable (2.2% up from
1.3% last year). The same thing can be said about large enter-
prises, where the portion of write offs increased to 1.8% from
1.1% last year. Micro enterprises record an average of receiva-
bles written off as uncollectable at 1.1% (up from less than 1%
one year ago).
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Uncollectable B2B receivables
in France
(% of total value of B2B receivables)

44.6%

Credit sales

32.3%

Past due
B2B invoices

Uncollectable

1.9%

09% 1.0% 1.0% L1%

2015 2016 2017 2018 2019

Sample: companies interviewed (active in domestic and foreign markets)
Source: Atradius Payment Practices Barometer — October 2019

SURVEY RESULTS

z
=4
(%2}
w
a
.
w
>
4
=)
(%}


https://group.atradius.com/documents/ppb19_western-europe_statistical-appendix_en_fin.pdf

SIINS3IY AJAYNS

wv
=
ES)
<
m
<
=]
m
i
o
=

XIAN3ddV TVIILSILVLS

Survey design for Western Europe

Survey objectives Sample overview - Total interviews = 2.770

Atradius conducts annual reviews of international corporate
payment practices through a survey called the ‘Atradius Pay-- Country n %
ment Practices Barometer'. In this report focusing on Western
Europe, which is part of the 2019 edition of the Atradius Pay-
ment Practices Barometer, companies from thirteen countries
(Austria, Belgium, Denmark, France, Germany, Great Britain, Denmark 200 7.2%
Greece, Ireland, Italy, Spain, Sweden, Switzerland and The

Austria 221 8.0%
Belgium 216 7.8%

France 209 7.6%
Netherlands) have been surveyed. Due to a change in research
. Germany 210 7.6%
methodology for this survey, for some of the current results,
no year-on-year comparison is feasible. Great Britain 223 8.0%
. ) . Greece 200 7.2%
Using a questionnaire, Conclusr Research conducted a net of land 204 2
2.770 interviews. All interviews were conducted exclusively Irelan 7.3%
for Atradius, without any combination of topics. Italy 225 8.1%
Spain 229 8.3%
Sweden 214 7.7%
Survey scope
Switzerland 209 7.7%
- . . . . .
Basic populat%on. companies from thirteen countries The Netherlands 210 7 6%
(Austria, Belgium, Denmark, France, Germany, Great
Britain, Greece, Ireland, Italy, Spain, Sweden, Switzerland Industry n %
and The Netherlands) werg monitored. The appropriate Manufacturing 945 34.1%
contacts for accounts receivable management were S R S B
. . olesale trade/ retall trade 0
interviewed. Distribution 1,526 55.1%
- . ~ ) .
Selection process - Internet survey..compan.les were Services 299 e
selected and contacted by use of an international Internet
panel. A screening for the appropriate contact and for Business size n %
guota f:ontrol was conducted at the beginning of the Micro enterprises 936 3360
interview.
. . . SME (Small/Medium enterprises) 946 34.8%
m Sample: N=2.770 people were interviewed in total - £
(approximately n=200 people per country). In each Large enterprises 945 31.4%

country, a quota was maintained according to three
classes of company size.

It may occur that the results are a percent more or less than 100%. This is

® Interview: Web-assisted personal interviews (WAPI) of the consequence of rounding off the results. Rather than adjusting the
approximately 15 minutes duration. Interview period: outcome so that it totalled 100%, we have chosen to leave the individual
Q3 of 2019. results as they were to allow for the most accurate representation possible.
Disclaimer

This report is provided for information purposes only and is not intended as a recommendation or advice as to particular transactions, investments or strategies
in any way to any reader. Readers must make their own independent decisions, commercial or otherwise, regarding the information provided. While we have
made every attempt to ensure that the information contained in this report has been obtained from reliable sources, Atradius is not responsible for any errors or
omissions, or for the results obtained from the use of this information. All information in this report is provided ‘as is’, with no guarantee of completeness, accu-
racy, timeliness or of the results obtained from its use, and without warranty of any kind, express or implied. In no event will Atradius, its related partnerships or
corporations, or the partners, agents or employees thereof, be liable to you or anyone else for any decision made or action taken in reliance on the information in
this report or for any consequential, special or similar damages, even if advised of the possibility of such damages.
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Statistical appendix

Find detailed charts and figures in the Statistical
Appendix for Western Europe. This is part of the October
2019 Payment Practices Barometer of Atradius, available
at www.atradius/com/publications

Download in PDF format (English only).

Copyright Atradius N.V. 2019

If after reading this report you would like more information about protecting your receivables against payment
default by your customers you can visit the Atradius website or if you have more specific questions, please leave a
message and a product specialist will call you back. In the Publications section you'll find many more Atradius publi-
cations focusing on the global economy, including country reports, industry analyses, advice on credit management
and essays on current business issues.

Subscribe to notifications of our Publications and receive weekly emails to alert you when a new report is published.

For more insights into the B2B receivables collection practices in France and worldwide, please see the In-
ternational Debt Collections Handbook by Atradius Collections (free download after registration), available on
www.atradiuscollections.com

Connect with Atradius on Social Media
You
Tube
On Twitter? Follow @Atradius or search #atradiusppb
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Atradius N.V.

David Ricardostraat 1 - 1066 JS Amsterdam
Postbus 8982 - 1006 JD Amsterdam

The Netherlands

Phone: +31 20 5539111
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