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EXECUTIVE SUMMARY
After a year of heated accusations 
that America is being treated unfairly 
by its trading partners, US President 
Donald Trump finally fired the first 
salvo that threatens to upend global 
trade. The Americans unilaterally 
imposed tariffs on imported washing 
machines, solar cells and panels, 
steel and aluminum, and  threatened 
more protectionist measures.

It is becoming clearer that this is no 
transactional deal-making – you 
foreigners do what we want, and we 
Americans will allow you continued 
access (and for selected allies, 
preferential access) to our market. 
The US has embarked on a long-
term crusade using tariffs and other 
protectionist measures as levers 
to “Make America Great Again” by 
ensuring economic, financial, military 
and technological superiority. 

In other words, CFOs in Asia and 
elsewhere are in for a wild ride for 
the foreseeable future. An all-out 
global trade war is not far-fetched 
if the US concludes it serves this 
over-arching objective. Disruptions 
to the international trading system 
mean disruptions to supply chains 
and customer payments, which in 
turn affect receivables, payables, 
inventories and a cascade of 
operational processes. Credit and 
counterparty risks intensify in this 
environment, placing more pressure 
on the CFO and the finance team.
And that’s not taking into account 

other potential disruptions. The risks 
of 2017 – disturbances from Donald 
Trump’s surprise win and Britain’s 
contentious exit from the European 
Union, populist electoral victories in 
France and Germany, a hard landing 
in China, war in the Korean peninsula 
– did not come to pass. But these 
and other events can still happen in 
2018.

China’s ICBC, the world’s largest bank 
in assets, believes that 2018 could 
see “the meeting of the Black Swan 
with the Gray Rhino” – referring to 
unexpected (Black Swan) and highly 
probable but ignored for now (gray 
rhino) risk events. ICBC thinks three 
gray rhinos – global risk appetite 
reversing, a debt crisis in oil-
exporting countries, and capital flight 
from emerging markets – could 
coincide with a Black Swan event 
to send financial markets spinning, 
eventually damaging real economies.

Among the Black Swan events, in 
ICBC’s view, are a faster-than-
signaled rate hikes in the US, a sweep 
in favor of the Democrats in America’s 
mid-term elections in November, a 
rollback in European integration as 
populist parties take control in Italy 
and Hungary and Greece and Cyprus 
decide to do a Brexit, and war in the 
Korean peninsula and the Middle 
East.
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Are Asia’s finance professionals 
ready to deal with the risks? In 
Trump, Tariffs and Black Swans: Are 
Asia’s CFOs Prepared to Deal With Rising 
Counterparty Risk?, CFO Innovation 
surveyed 114 CFOs and other finance 
executives across Asia to get a sense 
of the risk management strategies 
the region’s companies have in place 
to respond to the darkening global 
economic landscape. The survey 
findings indicate some nagging 
worries. For example, four out of 
ten (42.1%) respondents say their 
company is experiencing a slowdown 
in orders because of the uncertainties 
in the global economy.

The fear is that trade payment 
defaults may rise in Asia and 
elsewhere, even if global economic 
growth proves resilient. “The year 
2018 is looking good macro-wise, 
but CFOs should look bottom-
up,” says Ludovic Subran, Head of 
Macroeconomic Research for Allianz 
and Euler Hermes, a global trade 
credit insurer that served as CFO 
Innovation’s knowledge partner on 
this research.

“As the economy gets better, people 
get more confident,” he notes. “And 
expansion means that working 
capital would be under a lot more 
stress.” That’s because as companies 
stretch their cash cycle to keep up 
with new orders, they “create a 
bigger amount of the balance sheet 

at risk.” Receivables typically account 
for 40% of a company’s assets. If 
an overextended client fails to pay, 
that’s a serious problem. In the US, 
says Subran, 25% of all bankruptcies 
are caused by non-payment of a 
single receivable.
  
The findings of this survey can be 
used to benchmark a company’s 
credit management and working 
capital management practices 
against its peers. We hope this report 
will help CFOs and the rest of the 
finance team do their job better in an 
economic and business environment 
that looks promising – but also faced 
with the threat of intensifying risks.
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KEY TAKEAWAYS
CFO Innovation surveyed 114 CFOs, finance directors, controllers and other 
senior executives in Malaysia, Indonesia, Thailand, Singapore, Hong Kong 
and other jurisdictions in Asia from November 2017 to January 2018. The 
key findings include the following:

1Four out of ten of the companies 
surveyed are experiencing a 

slowdown in orders. Asked how 
much of an impact the uncertainty 
in the global economy is having on 
their business in general, 42.1% of 
respondents said new orders are 
slowing, while 37.7% detect no 
impact. Another 14.9% are seeing an 
increase in orders.

2The main response to global 
uncertainty is to reduce exposure 

to less creditworthy customers. A 
third of respondents (34.2%) say they 
are beginning to get choosy about 
which customers they will give credit 
to or grant longer payment terms. 
Only about a tenth (13.2%) are taking 
out or plan to purchase trade credit 
insurance to protect against defaults.

3When a default occurs, the case 
often ends up mired in the legal 

process – after a stream of follow-
ups. More than a third of companies 
(36%) turn to the company lawyer 
when a counterparty fails to pay up, 
and/or to an outside lawyer or debt 
collection agency (28.9%). Before 
then, the finance team would resort 
to emails, phone calls and even face-
to-face meetings with the debtor, in 
an effort to find a “win-win” solution 
(31.6%).

Interestingly, 6.1% of the executives 
surveyed say their company has not 
experienced any payment defaults at 
all.

4Unlike in Europe or the US, 
credit insurance is not a key risk 

management tool in Asia. Some 43% 
of the executives surveyed say they 
are not familiar with this insurance 
product. Another 8.8% indicate that 
credit insurance does not apply to 
them because their company does not 
conduct cross-border transactions. 
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ECONOMIC FORECAST: 
INCREASING INDICATIONS 
OF RAIN 

Is the synchronized global economic growth moderating? This has been a feature 
of the past year and is credited in part for the world’s stock markets setting 
record after record highs last year.

The findings of this survey suggest there may be a slowdown in some parts of 
the world. Asked how much of an impact the uncertainty in the global economy 
is having on their business, four out of ten of the executives surveyed said they 
are experiencing a slowdown in orders.

But 37.7% say they are feeling no impact, while 14.9% are seeing an increase. And 
only 5.3% say their company is experiencing pressure from customers for easier 
credit terms – an indication that counterparties are not yet meeting difficulties 
either.

However, global stock markets have been very volatile since February. The 
imposition of US tariffs and fears over a global trade war caused a correction that 
now threatens the nine-year-old bull run in equities, which could spill over into 
the real economy.

A full-blown reversal of economies in developed and emerging markets firing in unison 
appears unlikely at this point. But slowing orders do contribute to the sense that the 
business landscape going forward may not continue to be as sunny as suggested in 
2017, when low interest rates and continued quantitative easing helped Asia’s listed 
companies achieve 22%-plus earnings per share growth, versus the forecast 12%.   

N = 114 respondents. Total does not add up to 100% because multiple answers are allowed.

How much of an impact is the uncertainty in the global economy
having on your business in general?
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RISK MANAGEMENT AMID 
GLOBAL UNCERTAINTY 

Asia’s companies experienced payment defaults and even counterparty 
bankruptcies during the global Great Recession just a decade ago, and before 
that, the 1997 Asian financial crisis. This time around, a third of companies 
(34.2%) are taking early steps to deal with global uncertainty by minimizing their 
exposure to less credit-worthy customers.

Others are not going that far, but 22.8% of respondents say they are strengthening 
and refining their risk management and other internal processes so as to get 
advance warning of a downturn and be ready to act when required.

Only about a tenth of the executives surveyed (13.2%) are taking the proactive 
step of purchasing (or planning to purchase) trade credit insurance to transfer 
some of the risk to other parties. 

Another 10.5% do not feel a sense of urgency, judging that their company, for a 
variety of reasons, is not exposed to global uncertainty. The reasons given include 
being a purely domestic operation and dealing mostly with cash transactions.

What risk mitigation tools and approaches is your company adopting 
now in response to global uncertainty?

N = 114 respondents. Total does not add up to 100% because multiple answers are allowed.
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CREDIT MANAGEMENT: 
GETTING MIRED IN THE 
LEGAL MAZE 

In a study four years ago, the Euler Hermes Hong Kong Market 2014 survey 
found that 53% of companies suffered from bad debts in the past three years, an 
annual loss of HK$200,000 (US$25,640), while 79% have experienced overdue 
payments.  

In this survey, the two main routes in dealing with defaults involve the legal 
process, and the complications and expense that implies. Respondents say they 
refer the case to the company’s own lawyers (36%), and/or to an outside legal 
firm/debt collection agency in the customer’s country (28.9%).

Before taking those steps, 31.6% of companies will send reminders, email, call, 
and otherwise communicate with the debtor to find, as one respondent puts it, “a 
win-win” solution, a route that possibly extends the time and effort to get paid 
if the effort continues on to the legal process.

Consistent with the low usage of trade credit insurance, only 5.3% refer the 
default to the debt collection service that a credit insurer provides, while 3.5% go 
to an international B2B debt collection agency. 

Interestingly, 6.1% of the executives surveyed say their company has not 
experienced defaults, and thus does not have a process in place to recover 
defaulted payments. The reasons given include the cash-based nature of 
operations, the extensive use of letters of credit, and the online business-to-
consumer nature of the enterprise.
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N = 114 respondents. Total does not add up to 100% because multiple answers are allowed.
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debt collection agency
in customer’s country

Refer the case to debt
collection service of credit
insurance provider

Refer the case to international
B2B debt collection agency
in own country

Have not experienced defaults

Others

What steps do you take when faced with a defaulting buyer?
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CREDIT INSURANCE AS 
RISK MANAGEMENT TOOL

Insurance companies say trade credit insurance is an important component in 
the risk management toolbox, given the high likelihood of payment defaults in 
cross-border and domestic transactions. 

Strangely enough, 43% of the respondents in this survey say they are not familiar 
with trade credit insurance, while 8.8% believe that the product does not apply to 
them because their company does little in the way of cross-border transactions. 

But for those who know and presumably use trade credit insurance, their 
expectations around the product indicate how insurers can improve their offerings 
even as they intensify efforts to make it better known as a risk management tool 
in Asia.

The key expectations around credit insurance are that the policy wording 
should be easy to understand (16.7%), that insurance claims are processed in a 
timely manner (12.3%), and that applications for coverage on debtors be swiftly 
processed (11.4%).
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N = 114 respondents. Total does not add up to 100% because multiple answers are allowed.
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What are your expectations of credit insurance as a risk management 
tool in Asia?
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The lesson of past financial upheavals 
is that CFOs should pay special 
attention to credit management in 
particular, and risk management 
in general, in times of volatility, 
especially when dealing with cross-
border counterparties and those in-
country that are directly or indirectly 
exposed to the global economy.

Are Asia’s companies prepared to 
deal with the risks? The finding of 
this survey about efforts to minimize 
exposure to less credit-worthy 
counterparties and to optimize 
internal processes, including risk 
management, indicate that many 
enterprises do recognize that the 
momentum of 2017 may not carry 
over to 2018.

But it seems that still far too many 
are not aware of the full range of 

tools in the risk management toolbox. 
In 2011, CFO Innovation conducted 
a survey, Receivables After the Crisis: 
Asia’s CFOs & Elevated Risk, and found 
that 51% of respondents were not 
familiar with credit insurance as a 
risk management tool. Seven years 
on, according to this 2018 survey, the 
proportion of those who do not know 
what credit insurance is has fallen to 
43%, an improvement but still rather 
high.

This is not to say that trade credit 
insurance is an amulet that will always 
protect companies from payment 
risk. There is no magic bullet. But it 
is incumbent for CFOs and finance 
teams to make sure they know all the 
possible tools for credit management 
and risk management, allowing 
them to select which ones are most 
appropriate for the company.
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One key finding of this research is 
that many CFOs in Asia feel they don’t 
really know what credit insurance is. 
Ludovic Subran agrees. “In Asia, and 
especially in China, companies have 
the tendency to think of insurance 
as offloading risk,” says the Chief 
Economist of credit insurer Euler 
Hermes, who is also Global Head of 
Macroeconomic Research at insurance 
giant Allianz.

They’re wrong. “We often say that 
credit insurance is neither credit nor 
insurance,” he says. “It’s this ‘very 
strange’ risk management tool.” 
Subran spoke to CFO Innovation’s 
Cesar Bacani about the real nature 
and value of credit insurance and 
how CFOs can more effectively wield 
it as an integral part of their risk 
management toolbox, particularly in 
these protectionist times. 

Why do you describe credit insurance 
as a ‘very strange’ risk management 
tool? 

We think of credit insurance as 
creating trust. You don’t really get 
the cash, like in factoring. We do 
bring in our balance sheet, because 
we indemnify close to 2,000 claims a 
week, and we have to be very good at 
paying because that’s how clients stay 
with us.

The model is, we give you cover, we 
warn you about the risks, if you make 
a claim, we pay you, and then we try 
to recover the claim, because we have 
legal experts. So it’s the full value 
chain of cash management.

But people who think that, by taking 
credit insurance, they are outsourcing 
credit management are wrong. Our 
role is to educate your staff about 
good credit management, about bad 
credit management.

Can you give an example?

Suppose a potential client comes to us 
and they give us a list counterparties 
in China. Our credit analysts and 
underwriters in China investigate 
whether the companies exist, whether 
the warehouses are empty or not, if 
they have stocks, if the financials are 
true. We do visits a lot. 

We would look into the risks with 
you, and if we think that this buyer 
is good. We will take the risk [and 
extend credit insurance to you]. If 
not, we would not take the risk, and 
by declining, send you a signal that 
maybe you should not take that risk.
We tell CFOs and credit managers that 
their job is to educate the commercial 
team. If the sales person goes out 
and gets this new client, everybody 
applauds and calls him the sales 
person of the year. He gets his bonus, 
but it turns out that nobody actually 
checked whether the buyer was a true 
client. This happens all the time. 

What we do is we change the practice. 
We change the behaviors. When you 
buy credit insurance, you just don’t 
transfer the risks. It’s a business 
relationship, because our underwriters 
communicate with the client regularly, 
sometimes to the brokers, sometimes 
directly. It’s a partnership. 

EULER HERMES’S 
PERSPECTIVE
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The findings of our survey indicate 
that many CFOs in Asia feel they do 
not know much about credit insurance. 
Why do you think that is?

It hasn’t been around [in Asia long 
enough]. In the countries where 
credit insurance has been around 
for quite some time, it has become 
a real partnership. During the 2009 
financial crisis, we were the last one 
standing. The banks were long gone. 
The only ones that were really still 
lending were the credit insurers. We 
said: “I know that you will get through 
this, and we’ll continue.”

In this region, the awareness is 
still low, I think, because credit 
management is not really taught well 
in the business schools. There are very 
few associations of credit managers. 
And the CFO has so many other roles 
today. The CFO has to be the cost 
person, the innovation person, he or 
she has to work with the commercial 
team, has to do all the reporting. 

We want to encourage CFOs in 
the region to be much better at 
understanding the toolbox that exists 
for credit risk management. In my 
own country, in France, the accounts 
receivable between companies 
represent 15% of GDP. It was a big 
wake-up call in 2009 that it [account 
receivable] matters systematically 
when there is a slowdown. 

Does Euler Hermes decline to issue 
credit insurance coverage in Asia at 
higher rates than in places where the 
product has a longer history?

In China, we give cover to 70% of 
the [proposed] cases, which is very 
much in line with other emerging 
markets. In some countries in Europe, 
we have acceptance rates that are 
higher because we have much better 
financial information. In France, it 
could be close to 90%-92%. 

These numbers are not immune to 
changes in the business cycle, to 
changes in the industry sector. But 
even in Asia and China, we have 
access to a lot of financial information 
because we are a risk management 
company, so we get enough 
information to make a good decision. 
We have 1,600 credit analysts and 
underwriters around the world and 
approximately 40 million companies 
for which we have a balance sheet and 
analysis. We have scores, payment 
experience, information on delays in 
payment and past dues.

Executive Summary

Key Takeaways

Economic Forecast: 
Increasing Indications 
of Rain

Risk Management 
Amid Global 
Uncertainty

Credit Management: 
Getting Mired in the 
Legal Maze

Credit Insurance as 
Risk Management 
Tool

Conclusion

Euler Hermes’s 
Perspective

Trump, Tariffs and 
Black Swans: 
Are Asia’s CFOs 
Prepared to 
Deal With Rising 
Counterparty Risk?



ABOUT CFO INNOVATION

ABOUT EULER HERMES

An integrated digital, conference and research platform of Questex Media in 
the US, CFO Innovation aims to provide strategic intelligence to the region’s 
CFOs, finance directors, controllers and treasurers. It reaches more than 
41,000 finance professionals through its three-times-a-week newsletters 
and regularly updated website.

CFO Innovation organizes the annual two-day CFO Innovation Asia Forum in 
Singapore and other conferences in Hong Kong, Jakarta, Kuala Lumpur and 
Manila. It also broadcasts webinars and conducts research on a wide variety 
of finance, accounting, treasury, management and career development topics.

For more information, please see www.cfoinnovation.com

Euler Hermes is the global leader in trade credit insurance and a recognized 
specialist in the areas of bonding, guarantees and collections. With more than 
100 years of experience, the company offers business-to-business (B2B) 
clients financial services to support cash and trade receivables management. Its 
proprietary intelligence network tracks and analyzes daily changes in corporate 
solvency among small, medium and multinational companies active in markets 
representing 92% of global GDP.

Headquartered in Paris, the company is present in over 50 countries with 
6,000+ employees. Euler Hermes is a subsidiary of Allianz, listed on Euronext 
Paris (ELE.PA) and rated AA by Standard & Poor’s and Dagong Europe. The 
company posted a consolidated turnover of €2.6 billion in 2017 and insured 
global business transactions for €894 billion in exposure at the end of 2017.
  
Further information: www.eulerhermes.com, LinkedIn or Twitter @eulerhermes.

To access your complimentary tailored country and sector reports and free 
buyer checks, please complete this 2-minute survey.
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