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Asia: proportion of total B2B sales made on credit (markets polled in Asia) ‘1 Atradius

Managing risk, enabling trade

compared with 2021 survey
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2021 - 52% Distribution
51% 52% 50% 54%

Business size
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2021 - 59% I Micro Small Medium Large

Overall average

Singapore 50% 51% 50% 55%

2022 - 52%
2021 - 54% 2021 - 51%

2022 - 48%

Indonesia
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Asia: trading on credit with B2B customers (change from 2021 survey)

China

Hong
Kong

Taiwan

UAE

Singapore

India

Indonesia

Vietnam
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Managing risk, enabling trade

A 1 =2 =2 Aa o
Tl 2022 sshasnnniadmislugiimaiaaazinaaniigsle

= A a' ¥ 1Y
&Iﬂ'ﬁ‘l‘lﬁa%lf’lﬁa Nn13AN LLﬂ@‘ﬂ'l

& ¥
nIBa-218nE

a A (Y
dnlzaniian

A X
LWNND Y
winnud 2021

BRBN

& Y
NIBD-V1YAY

FniBamsan
A X
LWNND Y

wihnud 2021

BRBN

Manufacturing

57%
38%

4%

Micro
35%

47%

14%

~

N

Wholesale

57%

32%

10%

Small

52%

36%

10%

[~ a (-7 V)
Lﬂuqsnaﬂaﬂnu

Business Sector
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Asia: main reasons for trading on credit with B2B customers during the past 12 months ‘ Atl"adlllS

Managing risk, enabling trade

¥ 1 Y ~
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% of Respondents

Manufacturing Wholesale Retail / Services
Hong P
17 38 22 23 Distribution
Kong
Encourage repeat business
i establiched cuct 34% 30% 30% 38%
To win new customers 28% 35% 19% 21%
UAE 36 34 15 15 To stay competitive 13% 16% 17% 15%
To allow B2B customers 259 19% 259 26%
Micro Small Medium Large
. Encourage repeat business with
Indonesia 3 19 46% 38% 35% 31%
established customers
To win new customers 21% 28% 28% 23%
Vietnam 35 28 7 30
To stay competitive 11% 17% 14% 14%
[l Encourage repeat business with established customers [ To win new customers
To stay competitive To allow B2B customers more time to pay To allow B2B customers 229%, 17% 24%, 31%
more time to pay
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Asia: B2B payment terms (average days) 'fAtradlus

Managing risk, enabling trade

l synadInlnaldn1slAszaziaan Credit term < 30 3

% of Respondents

Manufacturing Wholesale Retail / Services
Hong Kong 59 K{1) 7 3 Distribution
] 0 - 30 days 54% 57% 67% 57%
Taiwan 35 47 14 3
31 - 60 days 27% 29% 18% 25%
UAE 21 16 10
= 61 - 90 days 12% 9% 9% 10%
Singapore 71 20 4 5 Over 90 days 8% 6% 6% 9%
India 53 15 17 15
Micro Small Medium Large
naonesis | I 2 7 0-30das 6% 0% 5% 1%
Victhas 73 19 7 1 31 - 60 days 23% 19% 27% 26%
61 - 90 days 12% 10% 11% 9%
Overall
Gl Over 90 days 9% 10% 7% 4%

Il 0 - 30 days I 31 -60 days 61 - 90 days Over 90 days

a a 3 // BO"lger&Company 73: Atradius Payment Practices Barometer Asia — June 2022 91nANTENANEAIUSEN 41171 200 USHn Tuudarlszine 5



Asia: change of B2B payment terms (average days) during the past 12 months ‘ Atl"adlllS

Managing risk, enabling trade

v

l q‘sﬁamaﬂ‘szmﬁﬁm‘ﬂﬁ"swmm Credit term ﬁ'u@: MBI BT LB N

% of Respondents

JEULIAINITIN Manufacturing Wholesale Retail / Services
b
FZYLLINLIWIUD 53% 53% 45% 51%
Taiwan . A
37 60 R, 39% 36% 47% 37%
UL TR 7% 8% 7% 1%
Credit term
x
laiRuundas 42% 40% 39% 39%
JZULIRIRIAY 10% 8% 8% 7%
Vietnam

D

B 5282128101504 Credit term 81211142 m Lidnsufsnudas

S8R IN1T W Credit term da9
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Asia: main reasons that B2B customers delay invoice payment ‘ Atl"adlllS

Managing risk, enabling trade

China _ 39 20 9 Manufacturing Wholesale Retail / Services
Distribution
Customer’s liquidity
Hong Kong 48 44 40 27 15 " 58% 48% 59% 67%
problems
Administrative delays in the 20 10 260 259
Customer dispute 48% 48% 50% 49%
UAE
60 38 28 24 15 Deliberate late payment 22% 22% 25% 20%
Customer bankruptcy 8% 14% 13% 7%
R 79 43 28 20 7 Micro Small Medium Large
Customer’s liquidity
o 57% 57% 56% 64%
problems
Indonesia 60 49 21 25 21
Administrative delays in the
27% 32% 32% 33%
customer payment process
et 70 52 25 23 8  Customerdispute 46% 48% 50% 48%
[l Customer’s liquidity problems [ Administrative delays in the customer payment process
Customer dispute Deliberate late payment Deliberate late payment 24% 21% 23% 21%
Gusiomerhanigupioy Customer bankruptcy 12% 11% 10% 6%
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I Case Study
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ML WHANTIITIVYLNYINDY credit term %138 trade credit

® The existence of trade credit is often explained as resulting

from asymmetric and imperfect information in product and less than £2.5 million and/or less than 50 employees.
CHBIL N ARE L= Credit Period (Days) % Firms Policy
2 Firms with larger customer bases can reduce the fixed cost Cash T 48 9% Written credit policy
ash Terms .8 %
allocation per account and may be able to reduce some
variable costs due to bulk discounts. 1-29 days 13 % Set credit limits
®*  Trade credit terms can therefore be used as a tool to achieve 30 days 41 % Agree terms in writing prior to sale
a variety of marketing objectives. 31 - 46 days 34 9 Clause to charge interest
! Made specific investments in the buyer-seller relationship, 47 — 60 d 489 =i e G herae
- ays .8 %
either in physical or relationship terms, then it is in their
economic interest to act to maintain the buyer in business 60 days + 2.4 % Retain owng Sl EICINEEIHG
so long as sufficient future returns are anticipated. Reclaim goods in default

¢  offering better credit terms when demand is low to increase Key Finding

sales and tightening up credit terms when demand is high.

\ ] ] ¢ Small firms are under pressure to conform to industry norms.
% Firms attempting to launch new products or those subject to

¢® 500 firms postal survey with small businesses defined as those with a turnover

% Firms

26 %

63 %

48 %

28 %

10 %

50 %

22 %

® Lack of access to finance can also restrict the amount of credit the firm can offer.

rapid product developments may use trade credit as a

® Longer term relationships with customers can mitigate the problems of monitoring

means of manipulating final price across the product life-cycle.
leading to longer credit periods for regular customers.

a a 3 .>/ Bolliger&Company N41: Trade Credit Terms Offered by Small Firms: Survey Evidence and Empirical Analysis,

Journal of Business Finance & Accounting, 29(3) & (4), April/May 2002
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Enhanced information

® Trade credit can facilitate information flows by giving buyers time to investigate and assess the quality of the product before paying
® Buyers may choose suppliers who offer credit as this is a signal of confidence in product quality and of long-term market presence,

therefore acting as an implicit warranty

Reduced transaction costs %

® customers can be invoiced at regular intervals rather than after each order, reducing cash handling costs @QJ

® it can reduce treasury costs by improving cashflow management

Pricing
® suppliers can manipulate prices offered to different customers in response to fluctuations in demand

¢ suppliers may allow a customer to pay after the agreed date without penalty

Reliable financing

¢ the provision of credit to small companies is widely recognized as enabling SMEs to start-up and grow successfully

Marketing and customer relations

¢ Trade credit gives them the opportunity to demonstrate their capabilities both as suppliers, through their credit terms, and as
customers via their payment behavior.

® Negotiating trade credit provides opportunities for personal contact and the ability to indirectly obtain information about customers’

creditworthiness.

ﬁlm: Size matters: the late payment problem (2011), Journal of Small Business and Enterprise Development 15



ML WHANTIITIVYLNYINDY credit term %138 trade credit

Key Finding ® 188 of 1,043 UK MSME by questionnaires

Regulatory/statutory regimes Credit management failures

® Commercial Debts (Interest) Acts, creditors can charge interest at up to ® One of the main factors in late payment is the mismanagement of and
8% over the standard bank rate in 2002. passive role assigned to trade credit in organizations.

® Between 1999 and 2004 the number of firms using the legislation was °

More than 61% of respondents reported that late payment was a “serious”

consistently low. . . .
y or “very serious” problem for their businesses.

® By 2002, although 79% of firms were aware of the different phases of the

legislation, only 5% of MSME used it. ® 54% of micro, 80% of small and 73.8% of medium companies were paid at

least 40 days beyond the normal payment term of 30 days.

® Most SMEs do not expect the legislation to make any difference to their

customers’ payment patterns: only 24% think the legislation may help. ® The larger the firms the fewer debtor days beyond the due date: firms with
It is therefore unsurprising that only 31% of our respondents make their an annual turnover of .£50m have an average DSO of 11 days faster than
customers aware of their rights to charge interest. those with a turnover of between £10m and £19.9m

® There is a positive correlation between credit terms that mention interest °

Only 46.8% of respondents had a written credit policy.
charges and firm size: larger firms are more likely to include these

e

statements in their credit terms than smaller ones are.

¢ Suppliers may fear losing sales if they charge statutory interest more than late
payment.

® Large businesses were the worst late payment offenders: 44% of respondents

were “very often” or “always” paid late by larger customers.

a a 3 '>> Bolliger & Company
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