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Alun Sweeney, Atradius Country Manager for
the United Kingdom and Ireland commented
on the report
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Survey results for the United Kingdom
point to a business environment
continuing to face many challenges,
most notably an expected increase in
insolvencies over the coming months,
which is forecast to be significant and
adversely impact business investments.

Within the challenging environment,
survey respondents appear to have
offered a greater level of customer
credit compared to last year, both

as a means of strengthening long
term trading relationships, and also
providing liquidity directly to their
B2B customers in times of liquidity
shortages.

However, when it comes to getting
paid, suppliers surveyed in the UK set
much shorter average terms than their
Western European peers demonstrating
a strong focus on receivables
management in challenging economic
times. To safeguard cash flow, protect
liquidity and minimise some of the
financing costs arising from selling

on credit, UK suppliers are also

more likely than others to offer early
payment discounting.
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UK survey respondents offer trade credit to
B2B customers more often than last year

Based on survey findings in the United Kingdom, respondents
transacted 56.1% of the total value of their sales to B2B cus-
tomers on credit (up from 38.6% last year). This compares to
60.4% for Western Europe. The increased use of trade credit
in B2B transactions by UK businesses is primarily a reflec-
tion of the current economic and insolvency environment.
Suppliers interviewed in the UK are offering credit terms to
increase and retain sales, and to provide B2B customers with
short-term financing, during a period of liquidity constraints.

Proportion of total B2B sales made
on credit in the United Kingdom

60.4 %
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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
the United Kingdom

Payment delay

25d

Payment terms
Payment duration
d in the United Kingdom
45 days
Ly
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Payment duration in Western Europe: 51 days

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

Average payment terms in the UK are shorter
than last year

Average payment terms in the UK stand at 20 days from in-
voicing, down from 24 days last year and considerably low-
er than the 34 days average for Western Europe. UK survey
respondents seem to be more reluctant to give B2B custom-
ers longer to pay invoices compared to one year ago. The re-
luctance is likely to be attributable to uncertainty over trade
policy, higher global financial headwinds and the current
economic situation. Which are also expected to cause a signif-
icant upsurge in business insolvencies in the UK (+10%) - amid
rising labour costs and Brexit-related uncertainty. Longer
payment timings could increase the risk of not being paid by
customers on time, due to the expected worsening of payment
practices over the coming months.

In the UK, extending trade credit is perceived
to be more risky than last year

UK respondents focus on managing receivables through a
balanced mix of credit management techniques, including
trade credit insurance and self insurance. This is consistent
with the increased use of customer credit along with tighter
payment terms, signalling a stronger perception of credit risk
in a challenging trade environment.

More respondents in the UK said that
business was hit hard by late B2B payments
compared to respondents in Western Europe

35.1% of the total value of B2B invoices issued by respondents
in the UK over the past year remained outstanding at the due
date. However, there was a small increase in the percentage of
invoices paid on time (60.5%, up from 54.3% one year ago). The
survey highlights that UK respondents turn overdue invoic-
es into cash earlier than last year (on average within 44 days
from invoicing, down from 54 days last year). This variation
is in line with observations for the region overall, where pay-
ment duration decreased on average to 51 days down from 57
days last year. Despite their sharp focus on receivables man-
agement, far fewer respondents in the UK (26%) than in West-
ern Europe (42%) reported no significant impact on business
arising from late payments from customers. However, nota-
bly more respondents in the UK (48%) than in Western Europe
(28%) needed to delay payments to their own suppliers: 41% of
UK respondents (compared to 26% in Western Europe) needed
to take specific measures to make up for liquidity constraints
arising from untimely settlement of invoices. Compared to the
same survey period one year ago, UK respondents appear to
be less efficient when it comes to the collection of long-term
overdue invoices. Survey findings reveal that the proportion
of write-offs of uncollectable accounts increased to 2.5% (up
from less than 1.5% last year). This compares to a 2.2% average
for Western Europe.

0 Atradius - Key Findings

35.1%

of the total value of B2B
invoices issued by
respondents in the UK over
the past year remained
outstanding at the due date

Atradius Payment Practices Barometer — October 2019

ATRADIUS PAYMENT PRACTICES BAROMETER - RESULTS OCTOBER 2019


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

consumer
durables

Morehan 5%

Expected increase in 1nsolvencies
in the UK consumer durables sector
this year.
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UK respondents expect B2B customers’
payment practices to worsen significantly
over the coming months

Based on survey findings, UK respondents appear to be more
pessimistic than their peers in Western Europe about their
B2B customers’ payment behaviour over the coming months.
Far fewer respondents in the UK (42%) than in Western Europe
(55%) believe that customers’ payment practices will stay the
same over the coming months. Meanwhile, more respondents
in the UK (32%) than in Western Europe (25%) expect custom-
ers’ payment practices to worsen over the same period. More
specifically, 53% of respondents in the UK (compared to 36%
in Western Europe) expect a significant increase in late pay-
ments, particularly in long-term outstanding invoices, which
can adversely affect days sales outstanding (DSO) and result
in an increase in write-offs of uncollectable receivables. To
safeguard cash flow, protect liquidity and minimise financ-
ing costs arising from selling on credit, a greater number of
respondents in the UK (42%), than in Western Europe (26%),
will consider offering discounts for early invoice settlement.
36% of UK respondents, which is in line with the response rate
for Western Europe, plan on undertaking dunning activities
(payment reminders) on a more regular basis in future, to in-
crease the efficiency of collection of overdue receivables. Half
of the respondents in the UK, compared to 35% in Western Eu-
rope, believe that access to bank finance will not be more dif-
ficult over the coming months. While 38% of UK respondents,
compared to 30% in Western Europe, have the opposite stand-
point, anticipating potentially tighter financing conditions,
which could cause them to reduce the workforce through lay-
offs or hire freezes.
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Alun Sweeney, Atradius Country Manager for
the United Kingdom and Ireland commented
on the report
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Looking ahead, the terms of future
relations between the UK and the EU
remain uncertain and UK suppliers
anticipate a further deterioration of

the risk climate. It is not sufficient to
approach trade credit with prudence,

it is important to manage trade credit
strategically to grow business safely
and most importantly in a profitable
manner. P
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Overview of payment practices in the United Kingdom

By business sector

B2B customers in the UK agri-food sector are
given the shortest time to settle invoices

Based on survey findings in the UK, the agri-food sector is of-
fered the shortest payment terms with an average of 14 days
to settle invoices. The longest payment terms to B2B custom-
ers are found in the ICT/electronics sector (on average 27 days
from invoicing). Average payment terms across the other sec-
tors surveyed in the UK range from 26 days in the metals sec-
tor, to 17 days in the transport sector.

Trade credit risk deteriorated markedly in
the UK ICT/electronics sector

With an average of 39% of the total value of invoices remaining
outstanding at the due date, the ICT/electronics sector in the
UK has the greatest proportion of late B2B payments. Across
the other sectors surveyed, the percentage of overdue invoices
ranges from an average of 37% in the construction sector to
26% in the chemicals sector. The credit risk trend in the UK’s
ICT/electronics sector deteriorated over the past year, due to a
sizeable decrease in the proportion of timely payments (55.9%
of invoices paid on time compared to 57.4% last year).

of the respondents in the UK
(above the 25% in Western
Europe) expect customers’
payment practices to worsen
over the coming months

Atradius Payment Practices Barometer — October 2019

The UK ICT sector records the highest
proportion of write-offs

Consistent with the deterioration of customers’ payment prac-
tices, the ICT/electronics sector in the UK recorded the high-
est proportion of B2B receivables written off as uncollectable
(3% up from 1.2% last year). The transport sector recorded the
same proportion of write-offs (up from 1.5% last year). Across
the other sectors surveyed in the country, the percentage of
receivables written off as uncollectable ranges from an aver-
age of 2.5% in both the construction and the agri-food sectors
sector to less than 1% in the consumer durables sector.
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Overview of payment practices in the United Kingdom

By business size

UK large enterprises granted the shortest
average payment terms for B2B customers

Respondents from large enterprises in the UK offered the
shortest payment terms to B2B customers, averaging 14 days
from invoicing. Micro enterprises offered average payment
timings at 20 days each.

Micro enterprises in the UK are the quickest
at turning past due invoices into cash

Micro enterprises are the quickest in collecting past due pay-
ments, with an invoice-to-cash turnaround at 33 days from
invoicing (up from 42 days last year). B2B customers of UK
large enterprises settle invoices more slowly than last year.
Compared to the same survey period one year ago, the pro-
portion of invoices paid on time has decreased on average by
4%. Despite this worsening, UK large enterprises are now able
to turn past due invoices into cash far earlier than last year
(on average within 40 days from invoicing down from 63 last
year). The time it takes UK SMEs to cash in past due payments
averages 49 days from invoicing (down from 58 last year).

UK large enterprises recorded the largest
proportion of receivables written off as
uncollectable

UK large enterprises appear to be markedly less successful
than last year when it comes to collecting long overdue pay-
ments (over 90 days past due). The proportion of B2B receiv-
ables written off as uncollectable amounts to 3.5% of the total
value of invoices, (up from 1.9% last year). SMEs record an av-
erage of 2.6% of receivables written off as uncollectable, (up
from 2.0% last year), and micro enterprises are at less than
1.5%, (up from less than 1% one year ago).
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Uncollectable B2B receivables
in the United Kingdom

(% of total value of B2B receivables)

56.1%

Credit sales

35.1%

Past due
B2B invoices

Uncollectable

2.5 %
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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

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 tthe United Kingdom and worldwide, please see
the International 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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STATISTICAL APPENDIX
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Atradius N.V.

David Ricardostraat 1 - 1066 JS Amsterdam
P.0. Box 8982 - 1006 JD Amsterdam

The Netherlands

Phone: +31 20 5539111

info@atradius.com
www.atradius.com
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