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Massimo Mancini, Atradius Country Manager
for Italy commented on the report

éé

Business failures in the eurozone are
forecast to increase 1.2% this year as
growth decelerates due to political
uncertainty and the weaker external
environment. The industrial sector
downturn is the chief cause of strain
on economic growth, and is putting the
brakes on the downward insolvency
trend seen since the end of the credit
Crisis.

As to Italy, we expect a 4% increase

in business failures this year, mainly
driven by the worsening of the global
trade environment caused by the
ongoing tension of trade relationships.
In such challenging economic times,
therefore, it is essential that businesses
perform a thorough assessment of the
risk of payment default from customers
and focus sales on those offering good
prospects for business growth.

In this regard, commercial credit
insurance increasingly becomes

a strategic tool in insuring that
suppliers reach the above-mentioned
goals. In fact, there is no other credit
management tool that provides the
same level of information about your
customers’ creditworthiness and
protection should they fail to
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Italy trades more on credit terms with their
B2B customers than one year ago

Based on survey findings in Italy, 52.9% of the total value
of the respondents’ B2B sales was made on credit (up from
46.0% one year ago). This is below the 60.4% regional aver-
age. The increased use of B2B trade credit is most probably a
reflection of the difficult insolvency environment for Italian
businesses, with suppliers lending part of their liquidity re-
sources to customers in the form of trade credit. In addition,
a more extensive use of trade credit may signal the need of
businesses to boost sales on the domestic market, now that
household consumption is subdued, and remain competitive
on foreign markets. This is particularly crucial now that the
country has lost market share abroad, due to the economic
slowdown in some of its main export destinations and the
persisting uncertainties about the global trade policy.

Proportion of total B2B sales made
on credit in Italy
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Source: Atradius Payment Practices Barometer — October 2019
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Payment duration in Italy

Payment delay

18d

Payment terms

51d
T

Payment duration in Western Europe: 51 days

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

B2B customers of respondents in Italy are
given longer than last year to pay invoices

Consistent with being more inclined to trade on credit with
B2B customers than last year, Italian respondents set more
relaxed payment terms for settlement of invoices. This is in
line with survey respondents’ more liberal trade credit poli-
cies, which appear to include extra time to pay as an incentive
factor to boost sales. Based on survey results, most Italian re-
spondents (80%) requested payment from customers on aver-
age 51 days from invoicing (longer than the average 46 days
of last year). These are notably above the 34 days average for
Western Europe.

Heightened perception of credit risk due to a
challenging insolvency environment

Italian respondents apply diverse credit management tech-
niques to mitigate customer credit risk and trade off the costs
for the benefits of their increased sales on credit. The most of-
ten-applied credit management technique is the assessment
of the creditworthiness of the prospective customers, prior to
any trade credit decision. Based on survey findings, far more
respondents in Italy (42%) than in Western Europe (35%) apply
this technique. In addition to this, 29% of respondents reserve
against the risk of bad debt), monitor the buyer’s credit risk
and perform dunning activities (outstanding invoice remind-
ers). A standout finding is that far more respondents in Italy

(27%) than in Western Europe (19%) request secured forms of
payment from their B2B customers. This reflects a height-
ened perception of customer credit risk, particularly now that
liquidity problems of Italian businesses are still exacerbated
by continuing poor payment behaviour, particularly from do-
mestic customers.

Respondents take longer than last year to
turn overdue invoices into cash

Based on survey findings in Italy, nearly one-third (31.3%) of
the total value of the B2B invoices issued by respondents over
the past year remained unpaid at the due date. This is above
the 28.9% average for Western Europe. Compared to the same
survey period one year ago, the proportion of invoices paid on
time from B2B customers of Italian respondents increased to
65% from 57% last year. Despite this, respondents turn over-
due invoices into cash later than last year (on average 72 days
from invoicing up from 70 days). This is most probably a re-
flection of an increase in long-term outstanding invoices.
This variation is in contrast with survey findings for Western
Europe, where the average payment duration decreased to
51 days down from 57 days last year.

Respondents in Italy experienced late
payments from B2B customers more often
than their peers in Western Europe

Over the past year, respondents in Italy appear to have experi-
enced late payments from B2B customers significantly more
often than their peers in Western Europe. Fewer respondents
in Italy reported this as having no impact on the business
(26%) than in Western Europe (42%). In particular, more re-
spondents in Italy (36%) than in Western Europe (26%) need-
ed either to take corrective measures aimed at safeguarding

0 Atradius - Key Findings

of respondents in Tt
(compared to 36% in Weste
Europe) expect late pay-
ments from B2B customers
to increase significantly over
the coming months.

Atradius Payment Practices Barometer — October 2019
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their cash flow or to delay payments to their suppliers. 28%
of respondents, compared to 19% at regional level, needed to
pursue additional financing from external sources to make
up for liquidity shortages arising from late payment of in-
voices. When it comes to the collection of long-term past due
invoices, respondents in Italy seem to be less successful than
last year. Survey findings reveal an increase in the proportion
of B2B receivables written off as uncollectable, amounting to
2.1% of the total value of B2B invoices (up from 1.7% last year).
This is in line with the 2.2% average for Western Europe. Low-
er efficiency in collection of overdue receivables can severely
affect businesses and impact profits.

One quarter of respondents in both Italy and
in Western Europe, expect B2B customers’
payment practices to deteriorate over the
coming months

55% of survey respondents in Italy (and in Western Europe)
believe their B2B customers’ payment practices will not
markedly change over the coming months. 25% of Italian re-
spondents, in contrast, expect their B2B customers’ payment
behaviour to deteriorate over the same period. This opinion is
shared by the same percentage of survey respondents at re-
gional level. The expected deterioration in late payments is
forecast to result in an increase in the proportion of long-term
outstanding invoices. To strengthen their credit management
and protect business profitability against trade credit risk, far
more respondents Italy (46%) than in Western Europe (26%)
plan to offer discounts for early payment of invoices. 44% of
respondents (compared to 31% in Western Europe) will mon-
itor the buyer’s credit risk on a more regular basis. More re-
spondents in Italy (31%) than in Western Europe (25%) believe

ATRADIUS PAYMENT PRACTICES BAROMETER - RESULTS OCTOBER 2019

that access to bank financing will be tighter over the coming
months. Among respondents who share this opinion, 35%
(above the 27% at regional level) plan on reacting to tighter
financing conditions by cutting operational costs. For 33% of
Italian respondents (the same percentage as at regional level)
more difficult access to bank financing will cause delays in
business investment or lead to a reduction of the workforce
through layoffs or hire freezes.

Massimo Mancini, Atradius Country Manager
for Italy commented on the report

éé

Businesses need to be able to take

on risk to grow sales and enter new
export markets, while at the same
time protecting their trade receivables
to ensure a stable cash flow and

ultimately their profitability. 29
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Overview of payment practices in Italy

By business sector

B2B customers in the Italian machines sector
are given the longest to settle invoices

Based on survey findings in Italy, B2B customers of respond-
ents from the machines sector are given the longest payment
terms, averaging 63 days from invoicing. Average payment
terms across the other sectors surveyed in Italy range from
a high of 60 days in the ICT/electronics sectors to a low of
36 days in the metals sector.

ICT/electronics sector takes the longest to
cash in past due payments

Credit risk deteriorated in the Italian transport sector over
the past year, due to a sizeable decrease in timely payments
(51.7% of invoices paid on time compared to 68.0% last year).
In this sector, overdue payments amount to 42% of the total
value of issued invoices. Across the other sectors surveyed in
the country, the percentage of overdue invoices ranges from
an average of 37% in consumer durables sector to 26.0% in the
machines sector. Invoice-to-cash turnaround increased sig-
nificantly over the past year in the agri-food (to 67 days up
from 62 last year), in the consumer durables (to 79 days from
up 77 last year) and in the ICT/electronics sector (to 75 days
from up 67 last year).

of respondents in Italy
reported to have been
significantly impacted by late
payments from their B2B
customers.

Atradius Payment Practices Barometer — October 2019

The transport sector in Italy records the
highest proportion of write-offs

The transport sector in Italy recorded the highest proportion
of B2B receivables written off as uncollectable (4.2%). This is
in line with the deterioration of trade credit risk observed in
the sector. Across the other sectors surveyed in the country,
the average proportion of uncollectable B2B receivables rang-
es from 3.5% in the metals sector, to 1.4% in the agri-food sec-
tor.
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Overview of payment practices in Italy

By business size

SMEs in Italy granted the longest average
payment terms for B2B customers

Respondents from Italian SMEs extended the longest pay-
ment terms to B2B customers, averaging 56 days from invoic-
ing. Micro enterprises offered average payment timings at
48 days and SMEs at 31 days.

B2B customers of Italian micro enterprises
pay invoices far more slowly than one year
ago

Survey findings reveal that 40% of the total value of B2B in-
voices issued by large enterprises in Italy are overdue (no
variation compared to one year ago). Despite a decrease in
the proportion of invoices paid on time (to 57% from 60% last
year) respondents from large enterprises in Italy, collect over-
due invoices significantly quicker than last year (on average
within 55 days from invoicing down from 80 last year). Re-
spondents from SMEs are able to cash in overdue payments,
on average 76 days from invoicing, down from 79 last year. In
contrast, respondents from micro enterprises recorded longer
invoice-to-cash turnaround timings (on average 62 days from
invoicing, up from 55 days last year).

Italian SMEs took the longest to collect long
overdue receivables

With an average of 2.6% of B2B invoices written off as uncol-
lectable (up from 1.7% last year), SMEs in Italy appear to be the
slowest when it comes to collecting long overdue payments
(over 90 days past due). This is most probably a reflection of
an increase in long-term outstanding invoices. Large enter-
prises write off 1.2% of receivables as uncollectable (down
from 1.9% last year). For micro enterprises, this is 1.5% (stable
compared to one year ago).
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Uncollectable B2B receivables
in Italy

(% of total value of B2B receivables)

52.9%

Credit sales

31.3%

Past due
B2B invoices
Uncollectable
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Sample: companies interviewed (active in domestic and foreign markets)
Source: Atradius Payment Practices Barometer — October 2019
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Survey design for Western Europe

= Survey objectives Sample overview - Total interviews = 2.770

<

E Atradius conducts annual reviews of international corporate

E payment practices through a survey called the ‘Atradius Pay-- Country n %
5 ; ) . .

3 ment Practllces 'Barometer. In this repf)rt focusing on Western Austria 221 8.0%

Europe, which is part of the 2019 edition of the Atradius Pay-

. : : Belgium 216 7.8%
ment Practices Barometer, companies from thirteen coun-

tries (Austria, Belgium, Denmark, France, Germany, Greece, Denmark 200 7.2%

" Ireland: Italy: Spain, Sweden, Switzerland, The Netherlan('is . 209 7 6%
S and United Kingdom) have been surveyed. Due to a change in
= . Germany 210 7.6%
b research methodology for this survey, for some of the current
7 results, no year-on-year comparison is feasible. Greece 200 7.2%
e ) ) ) Ireland 204 7.3%

Using a questionnaire, Conclusr Research conducted a net of Hal - 81

2.770 interviews. All interviews were conducted exclusively taly o

for Atradius, without any combination of topics. Spain 229 8.3%

Sweden 214 7.7%
2 Switzerland 209 7.7%
3 Survey scope
4 The Netherlands 210 7.6%
= - . L . . .
> Basic populat%on. companies from thirteen countries Tl o 223 8.0%
z (Austria, Belgium, Denmark, France, Germany,
h . .
a Greece, Ireland, Italy, Spain, Sweden, Switzerland, The Industry n %
o . . .
= Netherla}nds and United Kingdom) WEI.‘e monitored. The Manufacturing 945 34.1%
appropriate contacts for accounts receivable management Wholesale trade/ Retail trade /
,,,,,,,,,,,,,, were interviewed. [lotesate trade/ Retart trade 1,526 55.1%
Distribution
m Selection process - Internet survey: companies were .
. . Services 299 10.8%
selected and contacted by use of an international Internet
panel. A screening for the appropriate contact and for Business size n o
quota control was conducted at the beginning of the . .
. . Micro enterprises 936 33.8%
interview.
. . . SME (Small/Medium enterprises 946 34.8%

m Sample: N=2.770 people were interviewed in total ( / L ) ’
(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

= Interv1§3w. Web'aSSI'StEd persona'l mteereWS (WA?D 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 Italy and worldwide, please see the International
Debt Collections Handbook by Atradius Collections (free download after registration), available on www.atradius-
collections.com

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