
	

	FOCUS: Global Payments Trends

	

	

	Issue in a Snapshot

	Payments performance deteriorated in Q1 in most regions covered by D&B. Western Europe continues to deteriorate the most sharply.

Firms’ profits have plunged on a global scale, while the number of corporate insolvencies has risen in many countries amid weak world demand and ongoing difficulties in lending conditions.

Businesses will continue to experience challenging payment conditions in coming quarters despite improvements in global trade flows, a (potentially temporary) increase in commodity prices and wide-spread use of supportive fiscal and monetary policies.
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D&B’s proprietary data show that the payments performance of companies dealing with US counterparts deteriorated further in Q1 2009, thereby continuing a trend that began in Q2 2008. All regions (bar Eastern Europe) covered by D&B recorded a higher incidence of payment delays, with the worsening trend most pronounced in Western Europe (as was the case in Q4 2008). Europe’s grim economic outlook, still tight lending conditions and a sharp increase in the number of corporate insolvencies have raised payment risk. Meanwhile, despite a recovery in commodity prices, the quality of payments in emerging markets could deteriorate further amid weak access to trade finance.

Western Europe: Percentage of payments made by companies 30 or more days over terms was 30.1% in the year to Q1 2009, well above the 28.5% registered in 2008. Business profits have plunged since the second half of 2008, contributing to a sharp increase in the number of corporate insolvencies. Moreover, bank lending has remained subdued despite falling interest rates and an increase in the money supply. Consequently, payment delays have become more widespread, particularly in the UK, Belgium and Spain. In the UK, the retail sector has continued to suffer from weak consumer lending and rising personal bankruptcy levels. Meanwhile, the problems in Belgium’s financial sector appear to have undermined the country’s payments performance in Q1, as its export-oriented industrial sector has been affected by sluggish global demand. The credit crunch has affected Spain’s labour-intensive sectors in particular (including construction and retail). By comparison, France and Germany recorded relatively unchanged payments performance scores in Q1.

Asia Pacific: Percentage of payments made by companies 30 or more days over terms was 26.5% in the year to Q1 2009, above the 25.7% registered in 2008. The region has been hit especially hard by the drop in global demand, with many of the export-oriented economies experiencing a collapse in export and production levels. Vietnam, China and Singapore recorded the most significant deteriorations in the quality of payments. China saw exports fall by around a fifth compared with Q1 2008, with particular problems in the airline, automotive parts, furniture, real estate, steelmaking and toy-making sectors. 

Americas: Percentage of payments made by companies 30 or more days over terms was 35.9% in the year to Q1 2009, above the 35.5% registered in 2008. The effects of lower commodity prices continued to adversely impact on payments performance across the region, especially in Brazil, Colombia, Peru and Venezuela. Commodity prices have rebounded recently compared with late 2008/early 2009 (perhaps temporarily in light of China’s stockpiling strategies), but lower levels of domestic liquidity and subsequent cash-flow constraints continue to harm importers’ payments performance. In Mexico, payment delays have climbed since Q2 2008 as exports, investments and output declined. A recent credit line extended by the IMF will ease some of the country’s imminent payment difficulties but uncertainty in the global commodity markets will continue to affect payments performance as elsewhere in the region.

Eastern Europe: Percentage of payments made by companies 30 or more days over terms was 24.3% in the year to Q1 2009, below the 27.7% registered in 2008. Our data show a marked decline in payment delays in Eastern Europe. However, this is attributed to substantial improvements to D&B’s payments performance coverage in the region in Q1 rather than underlying factors, which means that the sample size of payments analysed almost doubled. Despite a marked improvement in Poland, underlining its resilience, payments across the region continue to experience downward pressure.

Middle East: Percentage of payments made by companies 30 or more days over terms was 38.6% in the year to Q1 2009, above the 38.3% registered in 2008. Overall, the region saw a stabilisation in payments trends in Q1. However, Israel recorded a deterioration. Although Israel’s payments performance continues to compare positively with the regional average, we expect payments quality to remain weak in the coming quarters, as exports to the US and Europe decline, and business profits fall.
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