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Hong Kong - key survey results

Hong Kong is forecast to see an acceleration of GDP growth to
3.1% by the end of this year, following an expansion of econom-
ic activity by 2.0% in 2016. Despite this, headwinds, from China
and its own overheated property market, could cause growth to
slow over the medium term. Confronted with a challenging busi-
ness environment due to — among others - developments such as
Brexit, US protectionism and the slowdown in Asia, 27.5% of sup-
pliers in Hong Kong stated their intention to increase their credit
management.

Sales on credit terms

Similarly to what was observed in 2016, respondents in Hong
Kong are more open to selling on credit terms to their domestic
and foreign B2B customers than most respondents in the Asia
Pacific region. With an average of 50.3% of B2B sales on credit
terms, the country has not seen a meaningful change compared
t0 2016 (50.1%).

® On average, 52.8% of the domestic sales of respondents in
Hong Kong were made on credit terms this year. This is an
increase from 48.8% in 2016. In contrast, there was a decrease
in the average percentage of sales on credit terms to foreign
B2B customers. With an average of 47.7%, respondents in
Hong Kong seemed slightly more averse to offering credit
terms than one year ago (51.4%).

m |n 2017, respondents in the country, like their peers in Asia
Pacific, seem more likely to sell on credit terms to their
domestic B2B customers than to their foreign B2B customers.
This is different than one year ago when a higher percentage
of foreign B2B customers purchased on credit.

m Compared to the regional averages (domestic: 49.5%; foreign:
42.2%), respondents in Hong Kong are more likely to sell
on credit terms to both their domestic and foreign B2B
customers.

B2B sales on credit in Hong Kong (%)
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More information in the Statistical appendix

Past due B2B receivables in Hong Kong (avg. %)
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More information in the Statistical appendix

Overdue B2B invoices (%)

In 2017, respondents in Hong Kong reported minor changes in
the proportion of past due receivables from both their domestic
and foreign B2B customers.

® Onaverage, 89.6% of respondents in Hong Kong reported late
payments from their domestic and foreign B2B customers
in 2017. This highlights a minor increase compared to the
2016 percentage of 88.5% and is in line with the percentage
reported in Asia Pacific overall (89.2%).

® On average, 50.0% of domestic and 50.3% of foreign invoices
remained unpaid at the due date. The country’s proportion
of domestic and foreign past due B2B invoices is higher than
that registered at regional level (domestic: 44.6%; foreign:
46.1%).

®m |n 2017, there was a small decrease in the percentage of
overdue domestic B2B invoices (from 51.0% in 2016) and an
increase in respect to the percentage of overdue foreign B2B
invoices (from 47.7%).

®m The 2017 the average Days Sales Outstanding (DSO) figure in
Hong Kong is 36 days; one day longer than in 2016.

® Hong Kong’s average DSO figure is four days shorter than the
average for Asia Pacific overall.

®m Most respondents in Hong Kong (46.8%) do not expect a
change in their average DSO over the next 12 months. 29.8%
of respondents expect a slight increase while 19.5% said that
they expect a slight decrease over the same time frame.
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Payment duration (average days)

In 2017, suppliers in Hong Kong needed to wait 54 days, five days
fewer than in 2016, to turn B2B receivables into cash. However,
this is one of the longest invoice to cash turnarounds in Asia Pa-
cific; only shorter than Taiwan (71 days) and India (61 days).

In 2017, domestic B2B customers of suppliers in Hong Kong
had, on average, 30 days to pay their invoices. This means that
the average domestic payment terms have been extended by
one day compared to last year.

On the other hand, foreign B2B customers of respondents
in Hong Kong had shorter payment terms than in 2016.
They were given, on average, 31 days to fulfil their payment
obligations (2016: 34 days).

Small decreases are seen in the average payment delays of
both domestic and foreign B2B customers.

In 2017, domestic B2B customers in Hong Kong delayed
payments, on average, 24 days (vs. 28 days in 2016). Foreign
B2B customers of respondents in Hong Kong delayed
payments, on average, 22 days (vs. 26 days in 2016).

As a result of the changes in payment terms and payment
delays, the average payment duration in Hong Kong dropped
to 54 days from 59 days in 2016. This is one day shorter than
the average payment duration in Asia Pacific overall.

Payment duration in Hong Kong (avg. days)
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More information in the Statistical appendix
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B 31.4%

respondents in Hong Kong
needed to postpone payments due to
payment delays.

Key payment delay factors

Domestic and foreign B2B customers of respondents in Hong
Kong seem to delay payments mainly because of insufficient
availability of funds. The same payment delay factor was report-
ed by the majority of respondents in Asia Pacific.

m 472% of respondents in Hong Kong said that domestic
delays occurred mainly because of insufficient availability of
funds. The percentage of respondents stating this reason is
much higher than one year ago (32.8%) and higher than that
reported in Asia Pacific overall (43.8%).

®m Looking at payment delays by foreign B2B customers, 38.4%
of respondents in Hong Kong said that delays occurred mainly
because of the inefficiencies of the banking system. While this
percentage is slightly above the regional average of 33.3%,
there was a marked decrease compared to the percentage of
respondents who stated this in 2016 (47.3%).

® The second main reason for domestic and foreign payment
delays was the complexity of the payment procedure, cited by
33.7% of respondents in Hong Kong in respect to their domestic
B2B customers and by 34.8% in respect to their foreign B2B
customers.

B When asked about the impact of overdue B2B invoices on
their businesses, 22.9% of respondents in Hong Kong said
that there has been no significant impact. However, 31.4%
of respondents said that they needed to postpone payments
to their own suppliers and 30.9% that they needed to take
specific measures to correct cash flow. For 13.1% (15.5% at
regional level), late payments caused a loss of revenue.
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Protection of business profitability

Respondents in Hong Kong seem most likely to increase credit-
worthiness checks and their monitoring of buyers’ credit risk to
increase protection against risks arising from Brexit, US protec-
tionism and the slowdown in Asia.

m 44.6% of respondents in Hong Kong stated that they do not
plan on making any changes in their current mix of credit
management tools. 27.5% of respondents however said that
they plan to protect themselves more in the face of the above-
mentioned developments.

m Similarly to their peers in Asia Pacific, who opted for increasing
checks on buyers’ creditworthiness (36.1%) and increasing
monitoring of buyers’ credit risk (34.0%), respondents in
Hong Kong are also most inclined to increase these two
credit management practices (as cited by 30.8% and 30.2%
of respondents).

m Risks stemming from the slowdown in Asia seems to worry
the highest percentage of respondents in the country. 38.5%
stated that they will increase creditworthiness checks and
33.2% that they will increase monitoring of buyers’ credit risk
to ensure business profitability.

B To manage risks stemming from Brexit, 31.2% of respondents
in Hong Kong said that they will increase their use of credit
insurance and 29.5% that they will increase monitoring of
buyers’ credit risk.

m US protectionism seems to be the development least likely
to spur respondents in Hong Kong to adjust their credit
management practices. However, 27.8% said that they would
opt for increased monitoring of their buyers’ credit risk and
25.8% that they would increase checks on their buyers’
creditworthiness.

A 27.5%

of respondents in Hong Kong plan
to do more to protect their businesses from
the impact of Brexit, the slowdown in Asia
and US protectionism.

Uncollectable B2B receivables in Hong Kong
(% of total value of B2B receivables)
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More information in the Statistical appendix

Uncollectable receivables

The total value of B2B receivables written off as uncollectable in
Hong Kong appears to be flattening out; decreasing from 2.5% in
2016 to 2.4% this year. This is above the regional average of 2.1%.

m Similarly to what was observed in previous surveys, domestic
receivables were written off as uncollectable slightly more often
than foreign ones (domestic: 1.4%; foreign: 1.0%). Compared to
2016 when 1.3% of domestic and 1.2% of foreign receivables
were written off as uncollectable, the percentage of domestic
uncollectable receivables increased slightly while the percentage
of foreign uncollectable receivables saw a minor decrease.

® Uncollectable receivables in Hong Kong originated most often
from B2B customers in the consumer durables, textiles and
electronics sectors.

m B2B receivables in Hong Kong were uncollectable most
frequently because the customer could not be located (42.1%),
the customer went bankrupt or out of business (38.8%) and
because the debt was too old (29.6%).

Read more in the Global Collections Review by Atradius Collec-
tions available on 24th October.
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Payment practices by industry

Looking at the coming 12 months, respondents in Hong Kong
expect that the payment behaviour of their B2B customers will
deteriorate slightly.

Compared to the 31 days average for the country overall,
B2B customers in the metals and the machines industries
(on average, 52 days and 46 days respectively) enjoyed
more lenient payment terms. At the other end of the scale,
B2B customers in construction materials (25 days) and those
in the construction sector (26 days) needed to settle their
payments faster.

B2B customers of respondents in the construction and
consumer durables sectors generated some of the longest
delays. They paid, on average, 37 and 29 days late respectively.

Similarly to what was stated in the country overall, the main
reason for payment delays in the construction and consumer
durables industries seems to be insufficient availability
of funds. This was cited by 44.0% of respondents in the
construction sector and by 53.0% in the consumer durables
sector.

Respondents in Hong Kong said that their B2B customers in
the construction industry also delayed payments because of
disputes over the quality of goods and services provided, the
complexity of the payment behaviour and the inefficiencies
of the banking system (each reason stated by 28.0% of
respondents). In the consumer durables sector, the second
main reason for payment delays was incorrect information on
invoices (cited by 39.0% of respondents).

B2B customers in the construction industry
generated some of the longest payment delays

ATRADIUS PAYMENT PRACTICES BAROMETER - RESULTS OCTOBER 2017
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Statistical appendix

Statistical appendix to this report is part of the October 2017
Payment Practices Barometer of Atradius (survey results for
Asia Pacific) available at www.atradius/com/publications

Download in PDF format (English only).

Survey design

For more information about the Atradius Payment Practices
survey objectives and scopes, please see Survey Design.

Statistical appendix

Atradius Payment

Barometer

Disclaimer

This report is provided for information purposes only and is not intended as a recommendation as to particular
transactions, investments or strategies in any way to any reader. Readers must make their own independent deci-
sions, 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, accuracy, 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.

Copyright Atradius N.V. 2017

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 Hong Kong and worldwide, please see the Global
Collections Review by Atradius Collections (free download after registration), available from October 2017 on
www.atradiuscollections.com

Connect with Atradius on Social Media
You
Tube

On Twitter? Follow @Atradius or search #atradiusppb
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